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Auditor’s Report
To the Shareholders of IDLC Securities Limited

We have audited the accompanying financial statements of IDLC Securities Limited which comprise the Statement of Financial Position as on 31 December
2014 and the related Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows for the
year then ended and a summary of significant accounting policies and other explanatory information.

Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and fair view in accordance with Bangladesh Financial
Reporting Standards (BFRS) 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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
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.

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 referred to above give a true and fair view of the financial position of IDLC Securities Limited as on 31 December

2014 and of the results of its operations and its cash flows for the year then ended in accordance with Bangladesh Financial Reporting Standards (BFRS).

Report on Other Legal and Regulatory Requirements

We also report that the financial statements comply with the Companies Act 1994, the Securities and Exchange Act 1993, the Securities and Exchange

Rules 1987, conditions for Registration issued by Bangladesh Securities and Exchange Commission and other applicable laws and regulations; and

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

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

¢) the financial statements dealt with by this report are in agreement with the books of account and returns; and
d) the expenditure incurred was for the purpose of business of the IDLC Securities Limited.

Dhaka, ACNABIN
17 February 2015 Chartered Accountants
-

BAKER TILLY
IMTERMATILOIMAL
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IDLC Securities Limited

Statement of Financial Position

As at 31 December 2014

2014 2013

ASSETS

Non-Current Assets
Property, Plant and Equipment
Intangible Asset

Membership at Cost

Deferred Tax Asset

Current Assets

Advances, Deposits and Prepayments
Investment in Securities at Cost
Accounts Receivable

Short Term Loan to IDLC IL

Margin Loan to Clients

Cash and Cash Equivalents

Total Assets

EQUITY AND LIABILITIES

Equity
Share Capital
Retained Earnings

Liabilities
Non-Current Liabilities

Current Liabilities
Accounts Payable

Short Term Loan-Standard Chartered Bank

Provision for Expenses
Provision for Tax

Provision for Diminution in Value of Investments

Total Liabilities
Total Equity and Liabilities

Chairman

JhwQako—

Director

4
.
S

18,874,904 29,055,396
2,433,150 533,080
18,676,000 18,676,000
18,924,746 15,059,689
58,908,800 63,324,165
19,617,699 15,080,316
410,084,478 218,945,808
161,266,159 70,387,204
349,300,000 625,900,000
29,622,050 91,145
378,413,287 493,708,611

1,348,303,673

1,424,113,084

1,407,212,473

1,487,437,249

400,000,000 400,000,000
529,187,670 490,290,739
929,187,670 890,290,739
362,898,644 349,472,728
= 120,000,000

16,110,841 10,221,279
85,496,997 101,205,327
13,518,321 16,247,176
478,024,803 597,146,510
478,024,803 597,146,510

1,407,212,473

1,487,437,249

Managing Director

This is the Statement of Financial Position referred to in our separate report of even date.

Dhaka,
17 February 2015

Mk

Company Secretary

fepa

ACNABIN

Chartered Accountants




IDLC Securities Limited

Statement of Profit or Loss and Other Comprehensive

Income

For the year ended 31 December 2014

2014 2013

e

IDLC Finance Limited .—I

Operating Income
Brokerage Commission
QOther Operating Income

Less: Direct Expenses
Total Operating Income

Other Income

Capital Gain/(Loss) from Sale of Securities
Interest Income

QOther Non-Operating Income

Total Other Income

Total Income

Less: General and Administrative Expenses
Salaries and Allowances

Rent, Taxes, Insurance, Electricity etc.

Legal Expenses

Postage, Stamp, Telecommunication, etc.
Stationery, Printing, Advertisements, etc.
Directors' Fees

Auditor's Fees

Depreciation and Amortization

QOther Expenses

Profit before Provision

Provision for Diminution in Value of Investments

Profit before Provision for Income Tax
Provision for Income Tax

Current Tax

Deferred Tax

Net Profit after Tax
Other Comprehensive Income

Chairman

This is the Statement of Financial Position referred to in our separate report of even date.

Dhaka,
17 February 2015

186,727,646 149,458,179
7,128,788 3,205,915
193,856,434 152,664,094
17,544,261 21,061,193
176,312,173 131,602,901
(16,857,013 29,301,442
82,025,214 103,884,479
12,368,151 2,112,815
77,536,352 135,298,736
253,848,525 266,901,637
74,009,906 62,105,448
43,470,026 36,639,040
3,328,384 3,007,154
7,307,261 7,468,992
5,153,664 4,294,420
143,750 138,000
86,250 74,750
15,255,941 16,694,307
7,153,086 5,295,304
155,908,268 135,717,415
97,940,257 131,184,222
2,728,854 (8,841,346)
100,669,111 122,342,876
65,637,237 62,514,041
(3,865,057) (70,677)
61,772,180 62,443,364
38,896,931 59,899,512
38,896,931 59,899,512

aicdahe

Managing Director

Chart

Company Secretary

fenpd

ACNABIN
ered Accountants
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IDLC Investments Limited

(A FULLY OWNED SUBSIDIARY OF IDLC FINANCE LIMITED)

Management Committee (ManCom)

Standing from left

Rajib Kumar Dey Mohammad Jobair Rahman Khan,ACA Abul Ahsan Ahmed  Md. Masud Karim Majumder,ACA A.H.M. Nazmul Hasan
Head of Proprietary Desk Head of Statutory Reporting & Head of Discretionary  CFO, Capital Market Operations Head of Margin Loan
Group Company Secretary Portfolio Management & Operations

Sitting from left
Rubayet-E-Ferdous Md. Moniruzzaman, CFA  Shamima Akter Lovely
Chief Operating Officer ~ Managing Director Head of HR, Capital Market Operations




Directors’ Report

IDLC Finance Limited .—I

to the Shareholders of IDLC Investments Limited

Farooq Sobhan
Chairman

he Directors have the pleasure in presenting to the members
of IDLC Investments Limited the Directors’ Report, the audited
Financial Statements for the year ended December 31, 2014 and
Auditor’s Report thereon along with the Capital Market overview,
Company’s performance and other matters in compliance with the
Companies Act, 1994, and Corporate Governance guidelines of the BSEC.

The Company’s principal activities encompass investment banking (issue
management, underwriting, and corporate advisory), discretionary portfolio
management and margin lending. The Company also generates top-notch
equity research and publishes it on Bloomberg.

IDLC Investments provides a high standard of professional and personalised
services to its local and Non-Resident Bangladeshi (NRB) customers. It
possesses a proven track record of catering to a diverse set of client needs
while concurrently maintaining strict compliance with the country’s laws
and highest ethical standards. IDLC Investments is positioned as one of
the top-ranking merchant bankers in the country, renowned for its quality
investment banking and portfolio management services.

Operational Highlights
Investment Banking (IB)

IDLC started its investment banking activities under Merchant Banking
division back in 1999 through participation in Underwriting of IPO’s. IDLC

managed its first IPO as Issue Manager in 2003. IDLC also managed
the first IPO under book building method in the capital market history of
Bangladesh. Our Investment Banking operation focuses on Initial Public
Offering (IPO), Repeat Public Offering (RPO), Rights Issue Management,
Corporate Advisory on Pre-IPO Capital Raising, Underwriting, participation
in the Pre-IPO Placement/Capital Raising of forthcoming IPOs and
Substantial Share Acquisition and Take Over, Equity Valuation etc.

Our key strength lies in our ability to value and position the company in the
financial market correctly, devise the best financial structure, showcase the
enterprise to the right investors, complete the entire process smoothly and
efficiently leveraging our strong co-ordination with regulatory authorities,
ensure growth and continuous value-creation for the company going public.

As of December 31, 2014, IDLC Investments Limited (IDLC IL) has
managed 8 IPOs as issue manager and helped to raise Taka 5,876 million.
The issues managed by IDLC are (in chronological order) Bank Asia
Limited, Berger Paints Bangladesh Limited, Marico Bangladesh Limited,
RAK Ceramics (Bangladesh) Limited, GBB Power Limited, Paramount
Textile Limited, Matin Spinning Mills Limited and Far East Knitting and
Dyeing Industries Limited.

IDLC IL has also managed the Repeat Public Offering of Subordinated
Convertible Bond of BRAC Bank Limited and the Rights offer of The
City Bank Limited. Besides, the company has managed several private
placements and capital raisings. By managing IPO, RPO, Rights, Placement
and Capital Raising, IDLC IL helped to raise Taka 15,350 million for its
clientele. IDLC IL has also provided underwriting services to 50 issuers till
December 2014,

Over the last five years, fund raised by our investment banking team has
grown from Taka 283.50 million in 2009 to Taka 14,911 million in 2014.

During the year under report, IDLC Investments Limited acted as Issue
Manager for Far East Knitting and Dyeing Industries Limited which
obtained Initial Public Offering (IPO) approval from Bangladesh Securities
and Exchange Commission (BSEC). Far East Knitting and Dyeing Industries
Limited, a 100% export oriented knit composite manufacturing company,
raised Taka 675 million through IPO. Listing of Matin Spinning Mills
Limited, a concern of DBL Group, was also completed in 2014.

We have also provided corporate advisory service to Ananta Apparels
Limited to assist them to raise capital through Foreign Direct Investment
(FDI) as well as from existing shareholders. Ananta Apparels raised Taka
239 million through this issuance.

Currently, IDLC IL is working as issue manager of several companies with
their proposed IPOs. During 2014, IDLCIL has signed six issue management
agreements with Impress-Newtex Composite Textiles Limited, Runner
Automobiles Limited, Popular Pharmaceuticals Limited, Bengal Poly and
Paper Sack Limited, SM Knitwears Limited and FMC Dockyard Limited
and corporate advisory agreements with Unilever Bangladesh Limited and
Far East Spinning Industries Limited. During the year, IDLC IL also signed
several underwriting deals.
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The key challenges for Investment Banking include long drawn and
sluggish IPO process, greater conservativeness in IPO valuation and
more stringent regulatory review. IDLC IL's focus to overcome these
challenges include leveraging its strong brand image among regulators,
investors and stakeholders, experience in trend-setting IPOs, strong liaison
with regulatory authorities and its reputation regarding compliance with
relevant regulations.

In 2015, our investment banking team expects to complete several ongoing
deals while over the next three years we expect to focus on Corporate
Advisory, Rights Issues and Merger and Acquisitions apart from signing
new Initial Public Offerings.

Research

Our buy-side research team is focused on facilitating investment decisions
of our proprietary and discretionary portfolio investments. Our qualified team
analyzes and provides investment recommendations on stocks, enabling
fund managers to generate attractive returns. While the blue chip index
DS30 return stood at +22.41% on December 30, 2014, our recommended
scrips posted a hefty +61.71% return, during the same period.

Discretionary Portfolio Management (DPM)

IDLC Investments Limited has been offering Discretionary Portfolio
Management (DPM) services for the last eight years with strong track
records. DPM service was launched as “Managed Cap Invest” in 2007
and re-branded as “MAXCAP” in 2010. With a team of experienced
fund managers, we manage funds on behalf of investors, formulating
appropriate investment  strategies, constructing and re-balancing
portfolios, monitoring market perspectives on a regular basis, actively
managing risks and optimally diversifying portfolios. Currently, we offer our
clients a variety of investment products with different risk-return profile,
labelled as “MAXCAP”, “Profit-Loss Sharing Scheme”, “Capital Protected
Scheme” and “Portfolio Advisory Service”.

We are also enhancing the strength of sales efforts, fund management
skills and better technological implementation for this business imbibed.
We have 8 years’ strong track record of generating average return of
25%. We are working hard to create the awareness among the investors
to make systematic and disciplined investment through our services. We
target to hit Taka 2,000 million milestone of asset under management of
DPM within 2017.

Margin Loan product

In December 2004, IDLC Investments launched a margin lending product
“Cap Invest”, and since then, IDLC has been considered as one of the
top portfolio managers in the Bangladesh capital market. Over the last
three years, we have significantly reduced our margin loans to reduce
customer risk profiles in volatile markets and also align with the regulatory
framework of capital adequacy, single obligatory limit and capital market
exposure limits of the parent Company.

Cap Invest, activities in 2014

In 2014, our biggest challenge continued to be optimization of the risk
profile of our margin loan products and convincing customers to align with
this strategy. Clients are still getting accustomed to the unprecedented
strategy of margin call. However, our fresh product design, human
resources strategy, processes and technology has been key in client
development.

Negative Equity Recovery Campaign

In the first half of this year, we continued to recover negative equity in
investor portfolios, created due to prolonged bearish trends in capital

market. Besides, we have continued with our innovative risk mitigation
strategies i.e. Mark-to-Market, netting policy, alert the customers to book
unrealized gain and research based investment recommendations etc.

As an outcome of this recovery campaign, we are now looking forward to
boost-up the portfolio business to a new height while others still managing
to remain afloat.

Risk management

The measures of IDLC Investments with regard to book cleaning and
adopting the global risk management strategies had been a paramount
task. It has set a new standard for the local industry. However, none of
our competitors are able to follow the same till today. This has given us a
distinctive competitive advantage.

The regulatory authority has extended the timeline to do appropriate
provisioning for negative equity clients for the third time in 2014. However,
IDLC Investments will not exercise this optional regulatory relaxation and
go by the international accounting standards. As such, the company will be
underreporting its net income vis-a-vis the competitors.

Many of our competitors will suffer from capital adequacy requirements
as they are unwilling and unable to take full provisioning hit. But IDLC
Investments raised its capital from Taka 400 million to Taka 1,400 million
in 2013 and stands very strong on the grounds of capital adequacy.

Financial Highlights

The year 2014 proved to be the year of resurgence for IDLC Investments
Limited, as the company attained a Net Operating Income of Taka 6.74
million, which is a significant improvement from the loss of Taka 165.11
million incurred in 2013. Consequently, the company registered an
after tax profit of Taka 53.08 million. The following table shows further
breakdown of revenue streams from different products.

Portfolio Operations

Taka in million
Particulars | 2014 | 213 | 0n2
Net Interest Income (46.92) (160.88) 40.43
Portfolio Management Services 75.45 60.25 94.47
Settlement and Transaction Fees 26.25 22.09 34.16
Documentation Fees 0.05 0.03 0.02
Core Business Income 54.83 (78.51) 169.08

Similar to 2013, our income stood at a negative Taka 46.92 million on
account of non-recognition of interest income from negative equity clients
(due to uncertainty in the recovery of principal and interest).

During 2014, portfolio management services was the main stream
of revenue in both CAP Invest and DPM, followed by settlement and
transaction fees.

Investment Banking

Taka in million

Particulars ‘ 2014 ‘ 2013 ‘ 2012
Issue Management Fees 9.50 3.50 3.00
Underwriting 2.76 0.92 0.75
Corporate Advisory Fees 10.45 13.52 9.10
Total Revenue frgm 9276 17.95 12,85
Investment Banking

Core Business Income 54.83 (78.51) 169.08
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10.50

13.52

3.00

0.75
9.10

m Issue Management Fees m Underwriting m Corporate Advisory Fees

2012

40%

m General & Administrative expenses ® Salaries and allowances

Revenue from Investment Banking stood at Taka 22.76 million in 2014,
where significant contribution was from Corporate Advisory Fees (46%)
followed by Issue Management Fees (42%).

Operational Expenses

Taka in million
Particulars 2014 2013 2012
Salaries and Allowances 45.96 43.29 44.72
General and administrative expenses 26.02 29.50 29.78
Total Operational Expenses 71.98 72.78 74.50

2014
36% 64%

m General & Administrative expenses ™ Salaries and allowances

Continuing our effort to be cost conscious, the company attained a
reduction in cost by Taka 0.8 million. The Company incurred total cost
of Taka 71.98 million during 2014, where 61% was incurred in Salaries
and allowances and the rest was for General and Administrative expenses.
Likewise, in 2013 the company incurred a total of Taka 72.78 million
where major cost was incurred in salaries and allowances (59%) and the
rest was incurred in General and Administrative expenses (41%).

Human Resource Development

IDLC Investments strongly believes that its human resources are its
finest assets and recognizes them as building blocks on which the
Company’s performance and development are based upon. IDLC IL
continues to develop and implement proper human resource policies to
motivate its employees and ensure their optimum contribution towards
the achievement of the Company’s goals. As the Human Resources of
IDLC IL give the Company a significant competitive edge in the market,
the Company continues its policy of recruiting the best professionals and
implement different training and motivational program to develop and
retain high quality and performance oriented personnel.

In 2014, the Company revamped its operational model by centralizing
most of its functions. The rest of the services are now being performed
by the panel brokers. With this change in model, 2014 saw a reduction
in headcount.

Number of Permanent Employees:

No. of Employees ‘ 2014 ‘ 2013 ‘ 2012

Male 31 39 39
Female 3 5 9
Total 34 44 48

2013

41% 59%

m General & Administrative expenses ® Salaries and allowances

2014

mFemale  mMale
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2013

11%

mFemale = Male

2012

= Male

m Female

As part of IDLC I's Human Resource Development Program, a large
number of employees underwent training, which included both managerial
development and technical modules. During 2014, 114 participants were
trained in 8 different local training programs. The total cost for all training
programs amounted to Taka 0.22 million in the year 2014.

Future Outlook and strategies

m  Political instability and resultant poor corporate earnings will hit hard
the company’s business. Uncertainty and volatility of the secondary
market will hamper the primary market.

= Maintaining leadership position in Investment Banking ensuring a
larger market share of investment banking deals.

= ‘Advisory Services’ in Merger & Acquisition deals can open up new
avenue of product offerings for IB.

m  Positioning the company as a thought leader through our Research
works. Contributing towards value based investment of our client
base and community at large.

m  Maintain zero downside risk in margin loan basket.

m  Disbursement of fresh margin loan through new panel brokers and
dedicated sales team.

m  One-stop service through dedicated RM for High Net-worth Investors
(HNI) portfolio clients by providing exclusive Research and Advisory
Services.

m  Aggressive selling of Discretionary Portfolio Management (DPM)
products.

Books of Accounts

Proper books of accounts of the IDLC Investments Limited have been
maintained. Appropriate accounting policies have been consistently applied

in preparation of the financial statements. The accounting estimates are
based on reasonable and prudent judgment. International Accounting
Standards (IAS)/ Bangladesh Accounting Standards (BAS)/ International
Financial Reporting Standards (IFRS)/ Bangladesh Financial Reporting
Standards (BFRS), as applicable in Bangladesh, have been followed in
preparation of the financial statements and any departure therefrom has
been adequately disclosed. The financial statements prepared by the
management of IDLC Investments Limited present fairly its state of affairs,
the result of its operations, cash flows and changes in equity.

Internal Control

The system of internal control is sound in design and has been effectively
implemented and monitored.

Distribution of Profit for 2014

The Company made a profit of Taka 53,076,964 in the year 2014.
Considering the continued volatility of the market and the economy, the
Board proposed not to pay any dividend to the shareholders for year 2014.

Appointment of Auditors

In terms of Article 18.2 of the Articles of Association of the Company, the
Company shall at each annual general meeting, appoint an auditor or
auditors to hold office until the next annual general meeting. The Auditors
of the Company, ACNABIN Chartered Accountants, has completed first
year as the Auditor of the Company. They are eligible for re-appointment
as Auditors of the Company for the year 2015 and they have also offered
themselves for re-appointment.

Going Concern

There are no significant doubts upon the IDLC Investments Limited’s ability
to continue as a going concern.

Appreciation

| would like to thank my Board colleagues for their continued support
and on their behalf, | would like to express my heartiest gratitude to the
entire team of IDLC Investments Limited. It would be unfair if we do not
acknowledge the exceptional efforts of our employees who worked in
partnership to meet many challenges of a difficult year. They were called
upon to embrace some major challenges while concurrently maintaining
the highest standards of service to our clients. They met the challenges
and we thank each of them for their extraordinary performance.

Finally, on behalf of the Board, | would like to thank our loyal clients and
honorable shareholders for their continued support to IDLC Investments
Limited. Taking this opportunity, the members of the Board would also
like to thank the Bangladesh Securities and Exchange Commission, Dhaka
and Chittagong Stock Exchanges and the Central Depository Bangladesh
Limited which continued to remain partners in our growth.

For and on behalf of the Board of Directors,

Farooq Sobhan
Chairman
IDLC Investments Limited
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Auditor’s Report
To the Shareholders of IDLC Investments Limited

We have audited the accompanying financial statements of IDLC Investments Limited which comprise the Statement of Financial Position as on 31
December 2014 and the related Statement of Profit or Loss and Other Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows for the year then ended and a summary of significant accounting policies and other explanatory information.

Management’s Responsibilities for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and fair view in accordance with Bangladesh Financial
Reporting Standards (BFRS) 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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
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.

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 referred to above give a true and fair view of the financial position of IDLC Investments Limited as on 31 December

2014 and of the results of its operations and its cash flows for the year then ended in accordance with Bangladesh Financial Reporting Standards (BFRS).

Report on Other Legal and Regulatory Requirements

We also report that the financial statements comply with the Companies Act 1994, the Securities and Exchange Act 1993, the Securities and Exchange

Rules 1987, conditions for Registration issued by Bangladesh Securities and Exchange Commission and other applicable laws and regulations; and

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

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

c¢) the financial statements dealt with by this report are in agreement with the books of account and returns; and
d) the expenditure incurred was for the purpose of business of the IDLC Investments Limited.

Lo

Dhaka, ACNABIN
16 February 2015 Chartered Accountants
-

BAKER TILLY
IMNTERMATILIMAL
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IDLC Investments Limited

Statement of Financial Position

As on 31 December 2014

ASSETS

Non current assets

Property, plant and equipment 15,676,655 18,584,865

Deferred tax asset 8,111,655 5,660,619

23,788,310 24,245,484

Current assets

Investment in marketable securities 113,625,534 44,096,345

Margin loans to portfolio clients 2,020,442,769 3,444,940,449

Account receivables 313,385,029 177,401,190

Cash and bank balance 32,027,480 88,530,989

Inter-company receivables 2,298,633 5,231,643

Advance, deposits and prepayments 18,000 26,000

Advance income tax 47,595,696 44,828,664
2,529,393,141 3,805,055,279

Total Assets 2,553,181,451 3,829,300,763

EQUITY AND LIABILITIES

Equity

Share capital 1,400,000,000 400,000,000

Retained Earnings (56,997,961) (110,074,915)
1,343,002,039 289,925,085

Share money deposit
Liabilities
Non-Current Liabilities

1,000,000,000

Deferred liabilities - gratuity payable 6,461,419 3,963,993
Current liabilities
Short-term loan 740,730,278 1,808,010,670
Portfolio investors' fund 220,365,337 536,049,315
Account payables 149,658,607 53,772,122
Accrual expenses 9,307,487 6,939,420
Other payables 199,742 534,359
Inter-company payables 45,361 2,812,538
Provision for diminution in value of investments 3,468,442 2,730,020
Provision for margin loan 27,744,606 78,465,106
Provision for income tax 52,198,134 46,098,134
1,203,717,993 2,535,411,684
Total Liabilities 1,210,179,412 2,539,375,677
Total Equity and Liabilities 2,553,181,451 3,829,300,763

Feon st

Chairman

S

Director

M—Q. }Mu

Managing Director

This is the Statement of Financial Position referred to in our separate report of even date.

Dhaka,
16 February 2015

Mokt

Company Secretary

fnpd

ACNABIN

Chartered Accountants



IDLC Investments Limited

Statement of Profit or Loss and
Other Comprehensive Income

For the year ended 31 December 2014

2014 2013

IDLC Finance Limited

Operating Income

Interest income/(loss)

Income from portfolio management services
Settlement and transaction fees
Documentation charges

Income from investment banking
Investment Income

Other income

Operating Expense

General and administrative expenses
Depreciation on property, plant and equipment

Profit before provision
Provision for diminution in value of investments
Provision on margin loan

Profit before provision for income tax
Provision for income tax

Current tax

Deferred tax

Net profit after tax
Other comprehensive Income
Net profit/ (loss) for the year

W SR ake—

VQ. }MM

Chairman Director

Managing Director

This is the Statement of Financial Position referred to in our separate report of even date.

Dhaka,
16 February 2015

(46,922,059) (160,875,794)
75,446,094 60,248,887
26,249,027 22,085,583

51,500 26,500
22,760,119 17,948,158
256,446 (32,572,739)
881,272 813,726
78,722,400 (92,325,679)

(64,179,799) (65,777,356)
(7,798,763) (7,005,995)

(71,978,562) (72,783,351)

6,743,838 (165,109,030)

(738,422) 28,496,250
50,720,500 (78,465,106)
49,982,078 (49,968,8356)
56,725,916 (215,077,886)
(6,100,000) (3,033,286)

2,451,036 4,849,682
(3,648,964) 1,816,396
53,076,953 (213,261,491)
53,076,953 (213,261,491)

-

Company Secretary

Lo

ACNABIN

Chartered Accountants
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Brojen Das

Brojen Das (1927 — 1998) was a Bangladeshi swimmer and the first Asian to swim across the English Chan-
nel. He was also the first person to cross the Channel four times. On 18 August 1958, at midnight, Brojen
along with other competitors from 23 countries around the world began swimming to cross the English
Channel. He completed the course the next afternoon.

Brojen crossed the English Channel a total of 6 times during 1958 to 1961. His participation and achieve-
ments at several occasions in Asia and Europe personified his persistence and excellence and made Benga-
lis all over the world proud.

Channel Siwimmng Asiociatton

e LR .



Bangladeshi swimmer and

the first Asian to swim
across the English Channel
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Disclosures under Pillar lll-Market Discipline

A) Scope of application

Qualitative Disclosures:

The name of the top corporate entity in the group to which this guidelines
applies.

m  IDLC Finance Limited

An outline of differences in the basis of consolidation for accounting and
regulatory purposes, with a brief description of the entities within the group
(a) that are fully consolidated; (b) that are given a deduction treatment; and
(c) that are neither consolidated nor deducted (e.g. where the investment
is risk-weighted).

= The IDLC Group has two wholly owned subsidiaries: IDLC Securities
Limited and IDLC Investments Limited, which are fully consolidated.

Any restrictions, or other major impediments, on transfer of funds or
regulatory capital within the group.

= Not applicable.

Quantitative Disclosures:

The aggregate amount of capital deficiencies in all subsidiaries not
included in the consolidation that are deducted and the name(s) of such
subsidiaries.

= Not applicable.

B) Capital structure
Qualitative Disclosures

Summary information on the terms and conditions of the main features of
all capital instruments, especially in the case of capital instruments eligible
for inclusion in Tier 1 or in Tier 2.

m  Tier 2 capital includes:

i) General provision up to a limit of 1.25% of Risk Weighted Asset
(RWA) for Credit Risk;

i) Revaluation reserves:
®  50% Revaluation reserve for fixed assets;
®  45% Revaluation reserve for securities;
iy All other preference shares.

m  Conditions for maintaining regulatory capital:
The calculation of Tier 1 capital, and Tier 2 capital, shall be subject to
the following conditions:

i) The amount of Tier 2 capital will be limited to 100% of the
amount of Tier 1 capital.

i) 50% of revaluation reserves for fixed assets and 45% of
revaluation reserves for securities are eligible for Tier 2 capital.

Quantitative Disclosures:
The amount of Tier 1 capital, with separate disclosure of:

Particulars Amount in crore
Taka
Paid up capital 201.09
Non-repayable share premium account 0.38
Statutory reserve 123.40
General reserve 100.00
Retained earnings 223.26
Minority interest in subsidiaries 0.00
Non-cumulative irredeemable preference shares -
Dividend equalization account 4.65
Total Tier 1 capital 652.78
The total amount of Tier 2 capital 36.91
Other deductions from capital -
Total eligible capital 689.69

C) Capital Adequacy
Qualitative Disclosures

(a) A summary discussion of the FI's approach to assessing the adequacy
of its capital to support current and future activities.

m  Risk Weighted Assets (RWA) and Capital Adequacy Ratio (CAR)

IDLC has adopted Standardized Approach for computation of Capital
Charge for Credit Risk and Market Risk while Basic Indicator Approach
for Operational Risk. Total Risk Weighted Assets (RWA) of the Company
is determined by multiplying the capital charge for market risk and
operational risk by the reciprocal of the minimum capital adequacy
ratio i.e. 10% and adding the resulting figures to the sum of risk weighted
assets for credit risk. Total RWA is then used as denominator while total
Eligible Regulatory Capital as on numerator to derive Capital Adequacy
Ratio.

Strategy to achieve the required Capital Adequacy:
Operational level:

Immediate measures:

m  Asking unrated Corporate clients to have credit rating from External
Credit Assessment Institutions (ECAIS) recognized by Bangladesh
Bank;

m  Rigorous monitoring of overdue contracts to bring those under 90
days overdue;

m  Assessing incremental effect of capital charge over the expected net
income from financing before sanctioning any appraisal, which could
be one of the criteria for taking financing decision.

Continuous measures:

m  Concentrating on SME clients having exposure up to Taka 1 crore as
this will carry 75% fixed risk weight (for regular contracts only);



= Financing clients having good credit rating;

m  Using benefit of credit risk mitigation by taking eligible financial
collaterals against transactions;

m  Focusing more on booking high spread earning assets and thus
increasing retained earnings.

Strategic level:
= Injecting fresh capital by issuing right shares, if required.

Amount in crore

Quantitative Disclosures

Taka
Capital requirement for Credit Risk 399.79
Capital requirement for Market Risk 31.69
Capital requirement for Operational Risk 4410

Total and Tier 1 capital ratio:
m  For the consolidated group; and
m  For stand alone

Consolidated Stand Alone

Particular

CAR on Total capital basis (%) 14.50 13.33

CAR on Tier 1 capital basis (%) 13.73 12.53

D) Credit Risk
Qualitative Disclosures

(@ The general qualitative disclosure requirement with respect to credit
risk, including:

= Definitions of past due and impaired (for accounting purposes)

As per the Bangladesh Bank’s Prudential Guideline on Capital Adequacy
and Market Discipline for Financial Institutions, the unsecured portion of
any claim or exposure (other than claims secured by residential property)
that is past due for 90 days or more, net of specific provisions (including
partial write-off) will be risk weighted as per risk weights of respective
balance sheet exposures. For the purpose of defining the net exposure of
the past due loan, eligible financial collateral (if any) may be considered for
Credit Risk Mitigation.

= Description of approaches followed for specific and general
allowances and statistical methods;

Specific and General provisions are maintained according to the relevant
Bangladesh Bank guideline. For Example, 0.25% provision is maintained
against SME-Standard loan/ lease, 1% provision is maintained against
good loans (other than SME-Standard loan/ lease, 5% against SMA loan/
lease, 20% against sub-standard loan/ lease, 50% against doubtful loan/
lease and 100% against bad/loss loan/ lease after deducting the amount
of interest expenses and value of eligible securities from the outstanding
balance of classified accounts.

m Discussion of the FI's credit risk management policy.
O  Implementation of various strategies to minimize risk:

e To encounter and mitigate credit risk the following control
measures are taken place at IDLC:

® |ooking into payment performance of customer before
financing;

e Annual review of clients;
e Adequate insurance coverage for funded assets;

e Vigorous monitoring and follow up by Special Assets
Management and collection Team,;

e  Strong follow up of compliance of credit policies by Credit
Administration Department;

e Taking collateral and performing valuation and legal
vetting on the proposed collateral;

e  Seeking legal opinion from internal and external lawyer for
any legal issues;

e Maintaining neutrality in politics and following arm’s
length approach in related party transactions;

e Regular review of market situation and industry exposure;

e  Sector-wise portfolio is maintained within specific limits to
ensure diversification of loan assets.

In addition to the industry best practices for assessing, identifying and
measuring risks, IDLC also considers Guidelines for Managing Core Risks
of financial institutions issued by the Country’s Central Bank, Bangladesh
Bank; vide FID Circular No. 10 dated September 18, 2005 for management
of risks.

m  Approved Credit Policy by the Board of Directors

The Board of Directors has approved the Credit Policy for the company
where major policy guidelines, growth strategy, exposure limits (for
particular sector, product, individual company and group) and risk
management strategies have been described/stated in detail. Credit Policy
is regularly updated to cope up with the changing global, environmental
and domestic economic scenarios.

m  Separate Credit Risk Management (CRM) Department

An independent Credit Risk Management (CRM) Department is in place,at
IDLC, to scrutinize projects from a risk-weighted point of view and assist
the management in creating a high quality credit portfolio and maximize
returns from risk assets. Research team of CRM regularly reviews market
situation and exposure of IDLC in various industrial sub-sectors. CRM
has been segregated from Credit Administration Department in line
with Central Bank’s Guidelines. CRM assess credit risks and suggest
mitigations before recommendation of every credit proposal while Credit
Administration confirms that adequate security documents are in place
before disbursement.

m  Special Assets Management and Collection Team

A strong Law and Recovery Team monitors the performance of the loans
and advances, identify early signs of delinquencies in portfolio, and take
corrective measures to mitigate risks, improve loan quality and to ensure
recovery of loans in a timely manner including legal actions.
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= Independent Internal Control and Compliances Department
(IcC)

Appropriate internal control measures are in place at IDLC. IDLC has also
established Internal Control and Compliances Department (ICC) to ensures,
compliance with approved lending guidelines, Bangladesh Bank guidelines,
operational procedures, adequacy of internal control and documentation
procedures. ICC frames and implements policies to encounter such risks.

= Credit Evaluation

The Credit Evaluation Committee (CEC) regularly meets to review the
market and credit risk related to lending and recommend and implement
appropriate measures to counter associated risks. The CEC critically
reviews projects considering the current global financial crisis and its
probable impact on the project.

Risk Grading Model (RGM) helps a Financial Institution to understand
the various dimensions of risks involved in transactions related to small
business clients who are plying their businesses in various geographical
locations across the country. IDLC has been developing and managing
RGM to promote the safety and soundness of the Company by facilitating
informed decision-making. This model measures credit risk and
differentiate individual credits and groups of credits by the risk they pose.
This allows management and examiners to monitor changes and trends
in risk levels. The process also allows the management to manage risk to
optimize returns.

To mitigate credit risk, IDLC search for credit report from the Credit
Information Bureau (CIB) of Bangladesh Bank. The report is scrutinized by
CRM and CEC to understand the liability condition and repayment behavior
of the client. Depending on the report, banker’s opinions are taken from
client’s banks. Suppliers’ and buyers’ opinion are taken to understand the
market position and reputation of our proposed customers.

m  Credit Approval Process

To ensure both speedy service and mitigation of credit risk, the approval
process is maintained through a multilayer system. Depending on the size
of the loan, a multilayer approval system is designed. As smaller loans
are very frequent and comparatively less risky, lower sanctioning authority
is set to improve the turnaround time and associated risk. Bigger loans
require more scrutiny as the associated risk is higher. So sanctioning
authority is higher as well.

= Credit Quality and Portfolio Diversification

IDLC believes in diversification in terms of products as well as sectors.
To mitigate the Credit Risk, the company diversifies its loan exposure to
different sectors confirming the Central Bank’s requirements. Threshold
limit is set for any sector so that any adverse impact on any industry
has minimum effect on IDLC’s total return. Central Bank’s instructions
are strictly followed in determining Single Borrower/Large Loan limit.
Significant concentration of credit in terms of groups or geographical
location is carefully avoided to minimize risk.

= Early Warning System

Performance of loans is regularly monitored to trigger early warning
system to address the loans and advances whose performance show any
deteriorating trend. It enables the company to grow its credit portfolio with
ultimate objective to protect the interest of stakeholders.

=  NPL Management

IDLC measures its loan portfolio in terms of payment arrears. The
impairment levels on the loans and advances are monitored regularly.

As per FID Circular No.3 dated March 15, 2007:

1. Loan/Lease, classified as bad/loss and with 100% provision, can only
be written-off.

Approval from the Board of Directors has to be taken before write-off.

The financial institutions should constantly try to recover the loan/
lease written-off amount. If legal action has not been taken against
the client, legal charges should be placed before the write off.

4. To expedite the legal settlement or collection of the due amount, third
party agents can be appointed by the financial institutions.

5. A separate ledger should be maintained for the written off loans/
leases and the accumulated written off value should be disclosed
separately under the heading of “notes to the account” in the annual
report/balance sheet of the financial institutions.

6. Even if the loan/lease has been written off, the client should be
classified as defaulter and reported to CIB accordingly.

Detail records for all such write off accounts are meticulously maintained
and followed up.

= Counter party Credit Rating

IDLC is taking initiatives to rate the Corporate Clients of the company
immediately by the External Credit Assessment Institutions (ECAls)/Rating
Agencies duly recognized by the Central Bank. As on December 31, 2014,
551 clients with total net exposure of Taka 1,537 crore were eligible for
credit rating. Among these 551 clients, 169 clients having net exposure
of Taka 695 crore had valid credit ratings. That is, about 45% of ratable
exposure was rated. We are optimistic of getting more counter party
ratings by 2015.

m  Methods used to measure Credit Risk

As per the directives of Bangladesh Bank, ‘The Standardized approach’ is
applied by the company to measure its Credit Risk.

Quantitative Disclosures

(b) Total gross credit risk exposures broken down by major types of credit
exposure.

. Amount in crore
Particular ‘

Taka
Lease receivable 628.18
Long-term finance 2,009.81
Real estate finance 1,482.21
Car loan 179.68
Personal loan 13.95
Margin loan to portfolio investors 205.01
Short term finance 73.54
Loan against deposit 50.58
Interest receivable 63.94

Total 4,706.90




IDLC Finance Limited .—I

(c) Geographical distribution of exposures, broken down in significant (e) Residual contractual maturity breakdown of the whole portfolio, o =
areas by major types of credit exposure. broken down by major types of credit exposure. § §
Amount in crore . Amount in crore % ;%
Area Particulars g =
Taka Taka 35
Dhaka 3,575.13 Repayable on demand 332.41 —
Chittagong 503.64 Over 1 month but not more than 3 months 330.00 ° 2
Bogra 140.30 Over 3 months but not more than 1 year 1,027.45 g ES
Sylhet 100.21 Over 1 year but not more than 5 years 2,239.58 6 §"
Savar 72.32 Over 5 years 777.47
Comilla 105.49 Total 4,706.90 =5
Jessore 101.00 ()  Gross Non Performing Assets ( NPAS) 3 §
Narsingd 90.96 Non Performing Assets ( NPAs) to Outstanding Loans and advances § g
Bhulta 4.07 .
Khulna 1262 Movement of Non Performing Assets (NPASs) N
Natore 1.15 _ Amount in crore 3
Particulars 53
Total 4,706.90 Taka 25
i 9
(d) Industry or counter party type distribution of exposures, broken down Opening balance 6318 2
by major types of credit exposure. Additions 54.81
: Reductions (26.50) o
Sector Amount in crore Closing bal 9150 23
Taka osing balance . 5 §
Apparels and Accessories 240.27 Movement of specific provisions for NPAs S ;
Agro Based Industry 191.55 artiou e i
Building Materials, Cement, Glass, Ceramics, Pipes 166.00 articuiars Taka 859
2a3g
Engineering 53.60 Opening balance 4116 253
Financial Services 52.21 Provisions made during the period 21.75 Er
Food and Beverage 293.48 Write-off (12.83) -
Household Products 175.23 Write-back of excess provisions (3.88)
. . @
Housing and Real Estate 213.60 Closing balance 46.20 ESc
Iron and Steel 157.69 E) Equities: banking book positions E E g
Information Technology 44.39 Qualitative Disclosures é% -
Packaging 71.85 The general qualitative disclosure requirement with respect to equity risk,
including:
Power and Energy 70.78 neluding
Pharmaceuticals 131.45 Differentiation between holdings on which capital gains are expected and

those taken under other objectives including for relationship and strategic

payw soueul4 91dl
pue dnoig 57al
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Paper 43.85 reasons; and
Service 224.04 . ) . .
m  Total equity shares holdings are for capital gain purpose. "

Telecommunications 12.64 s o
Transport 218,62 Dlsc_ussmnlof mportant pqhmes covenqg the vallugnon and accountmg of 2 5 5

_ equity holdings in the banking book positions. This includes the accounting s2=
Textiles 207.24 techniques and valuation methodologies used, including key assumptions 5 7 2
Others 199.89 and practices affecting valuation as well as significant changes in these ) ‘e
Total 276837  Practiees.

= Quoted shares are valued at cost prices and if the total cost of a
particular share is lower than the market value of that particular
share, then provision are maintained as per terms and condition of
regulatory authority. On the other hand, unquoted share is valued at
cost price or book value as per latest audited accounts.

Beside these, total consumer finance (which includes individual Home
Loan, Car Loan and Personal Loan) amounts to Taka 1,733.52 crore
and Margin Loan to portfolio investors amounts to Taka 205.01 crore.
Therefore, the total Industry exposure amounts to Taka 4,706.90 crore.
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Quantitative Disclosures

Value disclosed in the balance sheet of investments, as well as the fair
value of those investments; for quoted securities, a comparison to publicly
quoted share values where the share price is materially different from fair
value.

Particular

Amount in crore
Taka

162.07

Quoted shares

Unquoted shares 155.23

The cumulative realized gains (losses) arising from sales and liquidations
in the reporting period.

m  Loss of Taka 2.04 crore

Amount in crore
Taka

Total unrealized gains (losses) 7.95

Particular

Total latent revaluation gains (losses) -
Any amounts of the above included in Tier 2 capital. -

Capital requirements broken down by appropriate equity groupings,
consistent with the FI's methodology, as well as the aggregate amounts
and the type of equity investments subject to any supervisory provisions
regarding regulatory capital requirements.

m  Specific Risk- Market value of investment in equities is Taka 158.45
crore. Capital Requirement is 10% of the said value which stand to
Taka 15.85 crore.

m  General Risk- Market value of investment in equities is Taka 158.45
crore. Capital Requirement is 10% of the said value which stand to
Taka 15.85 crore.

F) Interest rate in the banking book
Qualitative Disclosures

The general qualitative disclosure requirement including the nature of
interest risk and key assumptions, including assumptions regarding loan
prepayments and behavior of non-maturity deposits.

Interest rate risk in the banking book arises from mismatches between the
future yield of an assets and their funding cost. Assets Liability Committee
(ALCO) monitors the interest rate movement on a regular basis. IDLC
measure the Interest Rate Risk by calculation Duration Gap i.e. a positive
Duration Gap affect company’s profitability adversely with the increment
of interest rate and a negative Duration Gap increase the company’s
profitability with the reduction of interest rate.

Quantitative Disclosures

The increase (decline) in earnings or economic value (or relevant measure
used by management) for upward and downward rate shocks according
to management’s method for measuring interest rate risk broken down by
currency (as relevant).

Maturity wise Distribution of Assets-Liabilities

(Taka in crore, Where applicable)

1to Over1 | Over2 | Over3 | Over6
Particulars 30/31 | month | months | months | months
day (One | to2 to3 to 6 to1
month) | months | months | months | year
1 2 3 4 5 6
A. Total Rate Sensitve | oop a0 | 345 80 | 380.98 | 439.20 | 347.44
Liabilities (A)
B.Total Rate Sensitve | 75 og | 401.71| 343.35| 425.75| 629.92
Assets (B)
C. Mismatch 19.41| 55.91| (37.63)| (13.45)| 282.47
D. Cumulative Mismatch | 19.41| 75.32| 37.69| 24.24| 306.71
E. Mismatch (%) 7.58% | 16.17% | (9.88%) | (3.06%) | 81.30%

Interest Rate Risk - Increase in Interest Rate

Minor \Moderate\ Major

Magnitude of Shock | |

Change in the Value of Bond Portfolio (10.39) (20.78) (31.17)
Income 6.13 12.27 18.40
Revised Regulatory Capital 685.44 681.18 676.93
Risk Weighted Assets 4,756.00| 4,756.00| 4,756.00
Revised CAR (%) 14.41% 14.32% 14.23%

G) Market risk
Qualitative Disclosures

Views of BoD on trading/investment activities

All the Market Risk related policies/guidelines are duly approved by BoD.
The BoD sets limit and review and updates the compliance on regular
basis aiming to mitigate the Market risk.

Methods used to measure Market risk

Market Risk is the probability of losing assets in balance sheet and off-
balance sheet position arising out of volatility in market variables i.e.
interest rate, exchange rate and prices of securities. In order to calculate
the market risk for trading book purposes the company uses Standardized
(rule based) Approach where capital charge for interest rate risk, price and
foreign exchange risk is determined separately.

Market Risk Management system
Policies and processes for mitigating market risk

A Policy for managing Market Risk has been set out by the Board of
Directors of the company where clear instructions has been given on
Loan Deposit Ratio, Whole Sale Borrowing Guidelines, Medium Term
Funding, Maximum Cumulative Outflow, Liquidity Contingency Plan, Local
Regulatory Compliance, Recommendation / Action Plan etc. Treasury
manages the Market Risk with the help of Asset Liability Management



Committee (ALCO) and Asset Liability Management (ALM) Desk in the
following fashion:

Interest Risk Management

Treasury Division reviews the risks of changes in income of the Company
as a result of movements in market interest rates. In the normal course
of business, IDLC tries to minimize the mismatches between the duration
of interest rate sensitive assets and liabilities. Effective Interest Rate Risk
Management is done as under:

Market analysis

Market analysis over interest rate movements are reviewed by the
Treasury of the company. The type and level of mismatch interest rate risk
of the company is managed and monitored from two perspectives, being
an economic value perspective and an earning perspective.

GAP analysis

ALCO has established guidelines in line with central Bank’s policy for the
management of assets and liabilities, monitoring and minimizing interest
rate risks at an acceptable level. ALCO in its regular monthly meeting
analyzes Interest Rate Sensitivity by computing GAP i.e. the difference
between Rate Sensitive Assets and Rate Sensitive Liability and take
decision of enhancing or reducing the GAP according to prevailing market
situation aiming to mitigate interest rate risk.

Continuous Monitoring

Company’s treasury manages and controls day-to-day trading activities
under the supervision of ALCO that ensures continuous monitoring of the
level of assumed risks.

Equity Risk Management

Equity Risk is the risk of loss due to adverse change in market price of
equities held by the Company. Equity Risk is managed by the following
fashion:

IDLC minimizes the Equity Risks by Portfolio diversification as per
investment policy of the company. The entire portfolio is managed by IDLC
Investments Limited.

Quantitative Disclosures

The capital requirements for Market Risk:

. Amount in crore
Particular

Taka
Interest rate risk -
31.69
Foreign Exchange Position and Commodity risk (if any). -

Equity position risk

H) Operational Risk:
Qualitative disclosure:

(a) Views of Board on system to reduce Operational Risk:

All the policies and guidelines of internal control and compliances are duly
approved by the Board. The Board delegates its authority to Executive
Committee and to ManCom members as per company policy of delegation
of authority. Audit Committee of the Board directly oversees the activities of
internal control and compliance as per good governance guideline issued
by Bangladesh Securities and Exchange Commission.

Performance gap of executives and staffs

IDLC’s recruitment strategy is based on retaining and attracting the most
suitable people at all levels of the business and this is reflected in our
objective approach to recruitment and selection. The approach is based on
the requirements of the job (both now and in the near future), matching the
ability and potential of the individual. Qualification, skills and competency
form our basis for nurturing talent. We are proud to state that favorable
job responsibilities are increasingly attracting greater participation from
different level of employees in the IDLC family. We aim to foster a sense of
pride in working for IDLC and to be the employer of choice. As such thee
exists no performance gap in IDLC.

Potential external events

No such potential external event exist to rise operational risk of IDLC at the
time of reporting.

Polices and procedures for mitigating operational risk:

IDLC has also established Internal Control and Compliances Department
(ICC) to address operational risk and to frame and implement policies to
encounter such risks. ICC assesses operational risk across the Company
as a whole and ensures that an appropriate framework exists to identify,
assess and mange operational risk.

Approach for calculating capital charge for operational risk:

Opreational risk is defined as the risk of loss resulting from inadequate
or failed internal processes, people and system or from external events.
IDLC uses basic indicator approach for calculation capital charge against
operational risk i.e. 15% of average positive annual gross income of the
company over last three years.

Quantitative Disclosures:
(b) Capital requirement for operational risk:
Amount in crore
Taka
4410

Particular

Capital requirement for operational risk:
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Stakeholder and shareholder information

Information for the Stakeholders

IDLC is very much concern of the stakeholders’ interest on the company including the potential investors. IDLC with 29 years of financial expertise helps
its clients to decide in taking right financial decisions. The following historical information will help our current and potential investors for their decision
making:

Financial calendar to the stakeholders

Events for the year ‘ 2014 ‘ 2013

Publication of Financial Statements for the 1% Quarter May 13, 2014 May 10, 2013
Publication of Financial Statements for the Half-year July 22,2014 July 25,2013
Publication of Financial Statements for the 3¢ Quarter October 23,2014 | October 30, 2013
Annual Financial statements approved by the Board February 25, 2015 | February 22, 2014
Date of Record March 09, 2015 March 06, 2014
Dispatching notice for the Annual General meeting March 05, 2015 March 05, 2014
Dispatching of Annual Report March 15, 2015 March 15, 2014
Holding of Annual General Meeting March 30,2015|  March 30, 2014
Transfer/ payment of Dividend April 30, 2015 April 30, 2014

Comparative Shareholding Structure of IDLC as on December 31

Types of Shareholders ‘ 2014 ‘ 2013

’ No. of shares held | % of total shares | No. of shares held | % of total shares
Sponsor/Director 121,575,525 60.46 102,668,423 63.82
Institutions 32,265,079 16.04 23,390,029 14.54
Individuals 47,253,146 23.50 34,816,548 21.64
Total shares held 201,093,750 100.00 160,875,000 100.00

Top ten shareholders of IDLC as on December 31

Names of Shareholders ‘ 2014 ‘ 2013
’ No. of shares held | % of total shares | No. of Shares % of total shares

1 | The City Bank Limited 50,283,246 25.00 45,634,598 28.37

Transcom Group
2 Eskayef Bangladesh Limited 16,087,500 8.00 12,870,000 8.00
3 Transcraft Limited 8,070,418 4.01 6,456,335 4.01
4 Bangladesh Lamps Limited 2,654,437 1.32 2,123,550 1.32
5 | Sadharan Bima Corporation 15,321,331 7.62 12,257,065 7.62
6 | Mercantile Bank Limited 15,082,031 7.50 12,065,625 7.50
7 | Reliance Insurance Co. Limited 14,076,562 7.00 11,261,250 7.00
8 |Bangladesh Fund 6,432,600 3.20 5,145,910 3.20
9 | Marina Apparels Limited 2,010,937 1.00 1,608,750 1.00
10 | Pubali Bank Limited 1,673,078 0.83 2,566,100 1.60
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Equity statistics of IDLC important to the stakeholders: § g
2014 2013 2012 2011 2010 § i

Number of shares in issue (No.) 201,093,750 160,875,000 123,750,000 99,000,000 6,000,000 é% §

Net asset value per share (Taka) 32.46 26.67 23.34 19.79 18.35 ;%g

Market Capitalization (Taka in million) 15,021.70 10,119.04 11,372.63 13,711.50 27,888.00 =

Market value addition per share (Taka) 42.24 29.57 44.49 98.29 427.53 §§

Shareholders’ equity (Taka in millon) 6,527.83 5,362.76 4,693.29 3,980.47 3,690.18 8 é

IDLC’S share price as on December 31

Particulars
Highest (Taka) 75.7 64.5 93.90 140.10

MB8IABJ [BloUBUIY
pue Bunessdo

Lowest (Taka) 73.7 62.5 91.40 137.30
Closing (Taka) 74.7 62.9 91.90 138.50
Shares traded (No.) 685,710 244,400 27,000 79,200
Market Turnover (Taka in million) 51.42 15.47 2.49 11.037

sieye
N0 JO WieY 8y} 1y

Economic and Financial indicators

(@]

December | 2014 | 2013 | 2012 | 2011 | 2010 s g

Economic Growth § §

Source- Bangladesh Bureau of Statistics, Selected Economic Indicators: Bangladesh Bank 3 &
GDP at Current Market Prices (Taka in Billion) 7,644.81 7,204.10 6,784.81 6,371.99 5,963.64
GDP Growth Rate (%) 6.12 6.18 6.48 6.85 5.82

Rate of Inflation (Consumer Price Index)
Source: Major Economic Indicators: Bangladesh Bank

Sjuswale)s pue
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General 6.11 7.53 7.69 10.63 7.31

Food 5.86 7.93 7.33 10.4 853| Zg_
Share Market % ?: %
Source: Dhaka Stock Exchange Limited éé §
All Share Price Index — DSE 4,865 4,266.60 4,219.30 5,257.60 8,290.40 g
Market Capitalization (Taka in million) 3,259,247 2,647,791 2,403,556 2,616,731 3,508,006
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Glossary

Terms

Terms Meaning

Accrual Basis Recognizing the effects of transactions and events when they occur, without waiting for receipt or payment
of cash or cash equivalent.

Amortisation Amortization is the systematic allocation of the depreciable amount of an intangible asset over its useful life.

Cash Basis Recognizing the effects of transactions and events when receipt or payment of cash or cash equivalent
occurs.

Cash Equivalents Short-term highly liquid investments that are readily convertible to known amounts of cash and which are
subject to an insignificant risk in change in value.

Consolidated Financial Statements Financial Statements of a Group presented as those of a single Company.

Depreciation Depreciation is the allocation of the depreciable amount of an asset over its estimated useful life. Depreciation
for the accounting period is charged to net profit or loss for the period either directly or indirectly.

Executions Advances granted to clients under leasing, hire purchase, installment sales and loan facilities.

Fair Value Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable,
willing parties in an arm’s length transaction.

Finance Lease A lease that transfers substantially all the risk and rewards incident to ownership of the asset to the lesses.
Title may or may not eventually be transferred.

Gross Dividend The proportion of profit distributed to shareholders inclusive of tax withheld.

Gross Portfolio Total rental receivable of the advances granted to clients under leasing, hire purchase, installment sales
and loan facilities.

Intangible Asset An intangible asset is an identifiable non-monetary asset without physical substance held for use in the
production or supply of goods or services, for rental to others, or for administrative purposes.

Interest Cost The sum of monies accrued and payable to the sources of borrowed working capital.

Interest in Suspense Interest income of non-performing portfolio; these interests are accrued but not considered as part of
income.

Investment Property Investment property is property (land or a building - or part of a building - or both) held (by the owner or by
the lessee under a finance lease) to earn rentals or for capital appreciation or both, rather than for use in
the production or supply of goods or services or for administrative purposes; or sale in the ordinary course
of business.

Lease A lease is an agreement whereby the lessor conveys to the lessee in return for a payment or series of

payments the right to use an asset for an agreed period of time.

Non-controlling interest (Minority Interest) ~ Part of the net results of operations and of net assets of a subsidiary attributable to interests who are not
owned, directly or indirectly through subsidiaries, by the parent.

Net Portfolio Total rental receivable excluding interest of the advances granted to clients under leasing, hire purchase,
installment sales and loan facilities.

Non-Performing Portfolio Facilities granted to clients which are in default for more than the period recommended by Bangladesh
Bank.

Paid up Capital All amounts received by the Company or due and payable to the Company (a) in respect of the issue of
shares (b) in respect of calls on shares.

Provision Amounts set aside against possible losses on net receivable of facilities granted to clients, as a result of
them becoming partly or wholly uncollectible.

Related Parties Parties are considered to be related if one party has the ability to control the other party or exercise
significant influence over the other party in making financial or operating decisions.

Related Party Transactions A transfer of resources or obligations between related parties, regardless of whether a price is charged.

Segmental Analysis Analysis of information by segments of an enterprise, specifically the different industries and the different

geographical areas in which it operates.

Shareholders’ Funds (Equity) Total of issued and fully paid ordinary share capital and reserves.
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Terms Meaning

Subsidiary Company Subsidiary is a company that is controlled (power to govern the financial and operating policies of an
enterprise so as to obtain benefits from its activities) by another Company known as the parent.

Value Addition Value of wealth created by providing leasing and other related services considering the cost of providing
such services.

Ratios

Cost to Income Ratio

Method of computation

Operating expenses excluding provision for bad and
doubtful debts as a percentage of total operating
income, net of interest cost.

Indication

Efficiency of cost management in generating income.

Debt to Equity
(Gearing) Ratio

Total debts divided by equity.

The extent to which debt contributes to fund total
assets, compared to the contribution from equity.

Dividend Cover

Profit attributable to ordinary shareholders divided by
gross dividends of ordinary shares.

Number of times dividend is covered by current
year’s distributable profits.

Dividend Per Share (DPS)

Value of the dividend proposed and paid out to ordinary
shareholders divided by the number of ordinary shares
in issue.

Share of current year’s dividend distributable to an
ordinary share in issue.

Earnings Per Share (EPS)

Profit attributable to ordinary shareholders divided
by the weighted average number of ordinary shares
outstanding during the year.

Share of current year’s earnings attributable to an
ordinary share in issue.

Interest Cover

Earnings before interest and tax divided by interest
charges.

Ability to cover or service interest charges of the debt
holders.

Market Capitalization

No. of ordinary shares in issue multiplied by market
value of a share.

Total market value of all ordinary shares in issue.

Net Asset Value per Ordinary Share

Ordinary shareholders’ funds divided by the number of
ordinary shares in issue.

Book value of ordinary shares.

Non-Performing
Facilities Ratio

Total gross non-performing portfolio divided by total
gross portfolio.

Percentage of total gross non-performing portfolio
against the total gross portfolio.

Price Earning Ratio
(PER Ratio)

Market price of a share divided by Earnings Per Share
(EPS).

Number of years that would be taken to recoup
shareholders’ capital outlay in the form of earnings.

Return on Assets (ROA)

Net profits expressed as a percentage of average total
assets.

Overall effectiveness in generating profits with
available assets; earning power of invested total
capital.

Return on Equity (ROE)

Net profit, less preference share dividends if any,
expressed as a percentage of average ordinary
shareholders’ funds.

Earning power on shareholders’ book value of
investment (equity).
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IDLC’s Presence

CORPORATE HEAD OFFICE
Bay’s Galleria (1% Floor), 57 Gulshan Avenue, Dhaka 1212

DILKUSHA BRANCH
Eunoos Trade Centre, (Level 13), 52-53 Dilkusha C/A, Dhaka 1000

Telephone : +880 (2) 883 4990 (Auto Hunting) Telephone :+880 (2) 956 0111 (Auto Hunting)
Facsimile : +880 (2) 883 4377 Facsimile :+880 (2) 956 3620

E-mail : mailbox@idlc.com E-mail . idlcdlk@idic.com

CHITTAGONG BRANCH DHANMONDI BRANCH

Jahan Building 4 (Ground Floor)
76/77 Agrabad C/A, Chittagong 4100

House No. 39A (3" Floor)
Road No. 14A, Dhanmondi, Dhaka 1209

Telephone :+880 (31) 711 034, 713 742, 251 0117-8 Telephone : +880 (2) 5815 7632
Facsimile :+880 (31) 715 895 Facsimile :+880 (2) 5812 3161 Ext-122
E-mail . idlcctg@idlc.com E-mail . idlcdhn@idic.com
GULSHAN BRANCH BOGRA BRANCH

Taj Marriot (1% Floor), 25 Gulshan Avenue, Dhaka 1212

Sairul Complex (2" Floor), Sherpur Road, Sutrapur, Bogra 5800

Telephone : +880 (2) 988 6837 (Auto Hunting), 988 7196, Telephone : +880 (51) 699 17, 698 38
Facsimile :+880 (2) 883 4148 FFacsimile  :+880 (51) 698 39

E-mail . idlcgin@idlc.com E-mail . idlchog@idlc.com
UTTARA BRANCH SYLHET BRANCH

Monsur Complex (3 Floor), Plot No. 59/A, Road No. 7, Sector No. 4
Uttara Model Town, Dhaka 1230

Casablanca (2" Floor)
982 Dargah Gate, Sylhet 3100

Telephone - +880 (2) 893 2340, 891 9036 Telephone :+880 (821) 710 321, 710 324, 710 352, 728 241-3
Facsimile :+880 (2) 8959190 Facsimile . +880 (821) 728 244

E-mail . idlcuttara@idic.com E-mail . idlcsyl@idic.com

GAZIPUR SME BOOTH IMAMGANJ SME BOOTH

Rahmat Tower (2" Floor), Holding No. 1034, Outpara

75 Midfort Road (2" Floor), Imamganj, Dhaka 1100

Joydebpur, Gazipur 1700 Telephone  : +880 (2) 734 3766-7
Telephone : +880 (2) 926 3503, 926 3505 E-mail . idlcimg@idic.com
Facsimile : +880 (2) 926 3569

E-mail . idlcgaz@idic.com

SAVAR BRANCH NARAYANGANJ BRANCH

Alam Plaza (2" Floor), 122/B Jaleshwar, Savar, Dhaka 1340

Sattar Tower (Ground and 4" Floor), 50 S. M. Maleh Road, Tanbazar

Telephone :+880 (2) 774 4961-3 Narayangonj 1400

E-mail : idlcsavar@idic.com Telephone : +880 (2) 764 8213-6
Facsimile . +880 (2) 764 8217
E-mail . idlcngonj@idic.com

COMILLA BRANCH NANDANKANON BRANCH

Artisan Nasir Center (3" Floor)
437 Nazrul Avenue, Kandirpar

A. K. Mansion (1%t Floor)
17 J.C. Guha Road

Comilla 3500 Nandankanon, Chittagong 4100

Telephone = +880 (81) 64 907-8, 72881 Telephone  : +880 (31) 612732, 612 715
Facsimile : +880 (81) 64907-8 (Ext-110), 72 881 (Ext-110) Facsimile . +880 (31) 612 762

E-mail . idlccomilla@idlc.com

NARSHINGDI BRANCH KERANIGANJ BRANCH

T Hussain Tower, Holding No. 382
Kalibari road, Narshingdi Bazar, Narshingdi.

Telephone : +880 (2) 945 2075-6
Facsimile :+ 880 (2) 945 2078
E-mail . idlcnrsd@idic.com

A K Tower (1%t Floor)

Nagar Mahal Road, Nadidhara Ispahani

East Aganagar, South Keraniganj, Dhaka 1310
Telephone . +880 (2) 776 3805-6
E-mail . idickeranigonj@idic.com
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MIRPUR BRANCH
Khan Plaza (1%Floor)
Plot No. 6, Main Road No. 1, Mirpur 10, Dhaka 1216

TONGI BRANCH
Banesa Complex (Ground Floor)
26, Anarkoli Road, Tongi, Gazipur 1710

Telephone : +880 (2) 805 1845, 805 2492 Telephone : +880 981 7647, 981 7648, 981 7649
E-mail : idlcmirpur@idic.co E-mail : idlctongi@idic.com
JESSORE BRANCH BHULTA BRANCH

Rashid Center (2" Floor)
7/A, R. N. Road, Jessore 7400

Hazi A Aziz Super Market (2™ Floor)
Mouza; Golakandail, P.0: Bhulta, P.S.: Rupgan;

Telephone  : +880 (421) 608 92, 608 93, 608 94, 608 95 District: Narayanganj 1460

Facsimile : +880 (421) 608 96 Telephone  : +8809609994352
E-mail . idlcjessore@idic.com E-mail  idicbhulta@idic.com
KHULNA BRANCH NATORE BRANCH

Syed Ali Hossain Tower
(Ground Floor), 181 Khan A Sobur Road, Khulna 9100

Liliy Plaza (2" Floor), Holding No. 838
Kanaikhali, Natore 6400

Telephone : +8809609994352 Telephone : +8809609994352
E-mail : idlckhulna@idlc.com E-mail . idlcnatore@idlc.com
IDLC SECURITIES LIMITED DOHS MOHAKHALI BRANCH

(A wholly owned subsidiary of IDLC) House No. 109, Park Road

HEAD OFFICE Block A, New DOHS

36 Dilkusha Commercial Area (13" floor), Dhaka 1000, Bangladesh.

Mohakhali, Dhaka 1206

Telephone : +880 (2) 957 1842 (Auto Hunting) Telephone : +880 (2) 871 5081, 871 5287
Facsimile : +880 (2) 957 4366 Facsimile :+880 (2) 871 4510

E-mail . securities@idlc.com E-mail . idlcsldohs@idlc.com
CHITTAGONG BRANCH SYLHET BRANCH

Ayub Trade Centre (6" Floor)
1269/BSk. Mujib Road, Agrabad Commercial Area

Casablanca (2" Floor)
982 Dargah Gate, Sylhet 3100

Chittagong 4100 Telephone : +880 (821) 728 241-3
Telephone . +880 (31) 251 4051-52 Facsimile . +880 (821) 728 244
Facsimile :+880 (31) 251 4059 E-mail . idlcslsylhet@idic.com
E-mail . idlcslctg@idic.com

GULSHAN BRANCH UTTARA BRANCH

South Avenue Tower (5" Floor)
Unit No. 502, House No. 50, Road No. 3
7 Gulshan Avenue, Dhaka 1212

Monsur Complex (4" Floor)
Plot No. 59/A, Road No. 7, Sector No. 4
Uttara Model Town, Dhaka 1200

Telephone : +880 (2)-988 3898, 988 9861 Telephone :+880 (2) 895 9392, 895 9046
Facsimile : +880 (2) 989 6142 Facsimile : +880 (2) 896 0982

E-mail . idlcslgulshan@idlc.com E-mail . idlcsluttara@idic.com
GAZIPUR BRANCH DHANMONDI BRANCH

Rahmat Tower (2" Floor)
Holding No. 1034, Mouza, Outpara, Gazipur 1700

Telephone : +880 (2) 926 3503, 926 3505
Facsimile . +880 (2) 926 3539
E-mail . idlcslgazipur@idic.com

Municipal Holding No. 405/C (3 floor),
Road No. 27 (old), 16 (new), Dhanmondi R/A, Dhaka 1209.

Tel . +880(2) 910 2991-3
Fax © +880(2) 910 2622
Email . idlcsldhn@idlc.com
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NARAYANGANJ BRANCH

Sattar Tower (Ground Floor)

50, S. M. Maleh Road, Tanbazar Narayangonj 1400
Telephone :+880 (2) 763 2891, 763 2894
Facsimile . +880 (2) 763 2896

E-mail -idlcsing@idic.com

KHATUNGANJ BRANCH

Golden Park, M H No. 3/A (4" Floor)

Ramjoy Mohajan Lane, Khatunganj, P. S.: Kotwali,
Chittagonj-4100

Telephone . +880 (31) 286 6491-3
Facsimile :+880 (31) 286 6464

E-mail - idlcslkg@idic.com

IDLC INVESTMENTS LIMITED
(A wholly owned subsidiary of IDLC)
HEAD OFFICE

Eunoos Trade Centre, Level 21, 52-53 Dilkusha C/A, Dhaka 1000

Telephone :+880 (2) 957 1170 (Auto Hunting)

Motijheel Branch

People Insurance Building

36 Dilkusha Commercial Area (13" floor), Dhaka 1000
Telephone - +880 (2) 957 1842 (Auto Hunting)
Facsimile : +880 (2) 9574366

Facsimile :+880 (2) 957 1171 E-mail : merbank@idic.com
E-mail : merbank@idlc.com
GULSHAN BRANCH CHITTAGONG BRANCH

Capita South Avenue Tower (5™ Floor)

Unit No. 502, House No. 50, Road No. 3

7 Gulshan Avenue, Dhaka 1212

Telephone : +880 (2)-988 3898, 988 9861
Facsimile : +880 (2) 989 6142

E-mail : merbank@idic.com

Ayub Trade Centre (6" Floor)

1269/B Sk. Mujib Road, Agrabad Commercial Area
Chittagong 4100

Telephone : +880 (31) 251 4051-52
Facsimile :+880 (31) 251 4059

E-mail . merbank@idic.com

DOHS MOHAKHALI BRANCH

House No. 109, Park Road

Block A, New DOHS, Mohakhali, Dhaka 1206
Telephone . +880 (2) 871 5081, 871 5287
Facsimile : +880 (2) 871 4510

E-mail : merbank@idlc.com

SYLHET BRANCH

Casablanca (2" Floor)

982 Dargah Gate, Sylhet - 3100
Telephone . +880 (821) 728 241-3
Facsimile : +880 (821) 728 244
E-mail : merbank@idlc.com

UTTARA BRANCH

Monsur Complex (4" Floor)

Plot No. 59/A, Road No. 7, Sector No. 4

Uttara Model Town, Dhaka - 1200

Telephone - +880 (2) 895 9392, 895 9046
Facsimile : +880 (2) 896 0982

E-mail : merbank@idlc.com

KHATUNGANJ BRANCH

Golden Park, M H No. 3/A (4" Floor)

Ramjoy Mohajan Lane, Khatunganj, P. S.: Kotwali,
Chittagonj - 4100

Telephone : +880 (31) 286 6491-3
Facsimile . +880 (31) 286 6464

E-mail ;. merbank@idlc.com

GAZIPUR BRANCH

Rahmat Tower (2" Floor)

Holding No. 1034, Mouza, Outpara, Gazipur 1700
Telephone :+880 (2) 926 3503, 926 3505
Facsimile : +880 (2) 926 3539

E-mail : merbank@idlc.com

NARAYANGANJ BRANCH

Sattar Tower (Ground Floor)

50, S. M. Maleh Road, Tanbazar Narayangonj 1400
Telephone :+880 (2) 763 2891, 763 2894
Facsimile :+880 (2) 763 2896

E-mail : merbank@idic.com

DHANMONDI BRANCH

Municipal Holding No. 405/C (3 floor),

Road No. 27 (old), 16 (new), Dhanmondi R/A, Dhaka 1209.
Tel : +880(2) 910 2991-3

Fax ;4880 (2) 910 2622

Email . merbank@idlc.com




IDLC FINANCE LIMITED —_II
Bay’s Galleria (1° Floor) .

57 Gulshan Avenue, Gulshan-1 Dhaka-1212 Finance Limited

Tel: +88 02 8834990, Fax : 8834377

E-mail : mailbox@idlc.com KMMW% AWW
IWE oo Of

Of sttt as my/ our proxy to vote for me/us and on my/our behalf at the 30™ Annual General Meeting of the

Company to be held on March 30, 2015 (Monday) and at any adjournment thereof.

Signed this day of March 2015
Signature Signature
Name : Revenue Name :
(Proxy) Stamp of (Member)
Taka 20 Folio/BO ID No
NOTE :

a)  This form of proxy, duly completed, must be deposited at least 48 hours before the meeting at the Company’s registered office. Proxy is invalid if not
signed and stamped as explained above.

b)  Signature of the shareholders should agree with the specimen signature registered with the Company and Depository Register.

IDLC FINANCE LIMITED —_II
Bay’s Galleria (1° Floor) .

57 Gulshan Avenue, Gulshan-1 Dhaka-1212 Finance Limited
Tel: +88 02 8834990, Fax : 8834377
E-mail : mailbox@idlc.com fwvmw% AW'M,M

ATTENDANCE SLIP

Signature

Name :

(Member/ Proxy)

Folio/BO ID No.

NOTE :

This form of proxy, duly completed, must be deposited at least 48 hours before the meeting at the Company’s registered office. Proxy is invalid if not signed
and stamped as explained above.

Signature of the shareholders should agree with the specimen signature registered with the Company and Depository Register.
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