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Independent Auditor’s Report

To the Shareholders of Probashi Kallyan Bank
Report on the Financial Statements

Opinion

We have audited the financial statements of Probashi Kallyan Bank which comprise the Balance
Sheet as at 30 June 2020 and Profit and Loss Account, Statement of Changes in Equity and Cash
Flow Statement for the year then ended, and notes to the financial statements, including a summary
of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
Balance Sheet of the Probashi Kallyan Bank as at 30 June 2020 and of its financial performance for
the year then ended in accordance with International Financial Reporting Standards (IFRSs) and
comply with the Banking Companies Act, 1991, and other applicable laws and regulations.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).Our
responsibilities under those Standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants Code of Ethics for
Professional Accountants (IESBA Code) together with the ethical requirements that are relevant to our
audit of the financial statements in Bangladesh and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the IESBA Code. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.

Measurement of provision for loans, advances

The process for estimating the provision
for loans and advances associated with
credit risk is significant and complex.

For the individual analysis for large
exposure, provisions calculation
consider the estimates of future
business performance and the market
value of collateral provided for credit
transactions.

For the collective analysis of exposure
on portfolio basis, provision calculation
and reporting are manually processed
that deals with voluminous databases,
assumptions and estimates.

At year end the Bank reported total
gross loans and advances of BDT
2436.85 milion (2018-2019: BDT
1,839.64 million) and provision for loans
and advances of BDT 53.29 million
(2018-2019: BDT 45.95 million).

We tested the design and operating effectiveness of key

controls focusing on the following:

e Credit appraisal, loan disbursement procedures,
monitoring and provisioning process;

¢ Identification of loss events, including early warning
and default warning indicators;

¢ Reviewed quarterly Classification of Loans (CL);

Our substantive procedures in relation to the provision for

loans and advances portfolio comprised the following:

o Reviewed the adequacy of the general and specific
provisions in line with related Bangladesh Bank
guidelines;

¢ Assessed the methodologies on which the provision
amounts are based, recalculated the provisions and
tested the completeness and accuracy of the
underlying information;

e Evaluated the appropriateness and presentation of
disclosures against relevant accounting standards
and Bangladesh Bank guidelines.

e Finally, compared the amount of provision
requirement as determined by Bangladesh Bank
inspection team to the actual amount of provision
maintained

See note nos. 7 and 12.01 to the financial statements

| IT systems and controls




Our audit procedures have a focus on IT
systems and controls due to the
pervasive nature and complexity of the
IT environment, the large volume of
transactions processed in numerous
locations daily and the reliance on
automated and IT dependent manual
controls.

Our areas of audit focus included user
access management, developer access
to the production environment and
changes to the IT environment. These
are key to ensuring IT dependent and
application based controls are operating
effectively.

We tested the design and operating effectiveness of the
Bank’s IT access controls over the information systems
that are critical to financial reporting.

We tested IT general controls (logical access, changes
management and aspects of IT operational controls).
This included testing that requests for access to systems
were appropriately reviewed and authorized.

We tested the Bank’s periodic review of access rights
and reviewed requests of changes to systems for
appropriate approval and authorization.

We considered the control environment relating to
various interfaces, configuration and other application
layer controls identified as key to our audit.

Other Information

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

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

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

When we read the annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Managements is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs and comply with Banking Company Act, 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.

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

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditors Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit.



We also:

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

e Obtain an understanding of internal control relevant to the audit 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 Bank’s internal control.

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

Report on Other Legal and Regulatory Requirements

a)The information and explanations required by us have been received and found satisfactory,

b)We have obtained all the information and explanation which to the best of our knowledge and
belief were necessary for the purposes of our audit and made due verification thereof,

c)Nothing has come to our attention regarding material instances of forgery or irregularity or
administrative error and exceptions or anything detrimental committed by employees of the
bank and its related entities,

d)In our opinion, proper books of account as required by law have been kept by the bank so far as it
appeared from our examination of those books,



e)The Balance Sheet and Profit and Loss account of the bank dealt with by the report are in
agreement with the books of account,

f) The expenditure incurred was for the purpose of the bank’s business,
g)The financial statements of the bank have been drawn up in conformity with Banking Companies
Act, 1991 and in accordance with the accounting rules and regulations and accounting

standards as well as with related guideline issued by Bangladesh Bank,

h)Adequate provisions have been made for loans and advances which are, in our opinion, doubtful
or recovery,

i) The records and statements submitted by the branches have been properly maintained and
consolidated in the financial statements, and

j) We have reviewed over 80% of the risk weighted assets of the bank and spent required hours for
the audit of the books and accounts of the bank as per law.

For, BASU BANERJEE NATH & CO. For, A. WAHAB & CO.
CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS
Uzzal Deb Nath, FCA Md. Showkat Hossain, FCA
Partner Partner
Enroliment No.-1176 Enroliment No.-196

Dated: Dhaka, February 02, 2021
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