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JAMUNABANK

FINANCIAL STATEMENTS 2015

Functional and presentation currency

These financial statements are presented in Bangladesh Taka, which is the Bank's functional currency. Except
as otherwise indicated, financial information presented in Taka has been rounded 1o the nearest integer,

Use of estimates and judgments

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

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

Reporting period
These financial statements cover one calendar year from 01 January 2015 to 31 December 2015,
Statermnent of cash flows

Cash flow statement has been prepared in accordance with the BRPD circular no. 14, Dated: 25 June 2013
issued by the Banking Regulations and Policy Department of Bangladesh Bank.

Foreign currency conversion

Transaction in Foreign Currencies are translated into Bangladesh Taka and recorded at the ruling Exchange
rates applicable on the dates of transactions in accordance with Bangladesh Accounting Standards
[BFRS/BAS) — 21 “The Effects of Changes in Foreign Exchange Rates”. As such -

i)  Assets and liabllities denominated in foreign currency are translated into Bangladesh Taka at the balance
sheet date at mid rates.

ii]  Transactions in foreign currencies are converted into Bangladesh Taka currency at average exchange rate
of such transactions and any gains or losses thereon are adjusted to revenue through foreign exchange
trading account,

Assets and liabilities have been converted into Taka Currency @ LSS 1 = Tk, 78.585 which represents the

yvear end spot mid rate of exchange as at 31 December 2015 and the income and expenses have been
converted into Taka Currency @ USS 1=Tk. 78.39 which represents the average rate for the year 2015,

Statermnent of liguidity

The liguidity statement has been prepared in accordance with the remaining maturity grouping of the value
of the assets and liabilities for the year ended 31 December 2015.

Significant Accounting Policies
Cansalidation Procedurs

The consolidated financial statements include the financial statements of Jamuna Bank Limited and its
subsidiaries- lamuna Bank Capital Management Limited and lamuna Bank Securities Limited made up to the
end of the financial year.

The consolidated financial statements have been prepared in accordance with Bangladesh Accounting
Standard 27 Consolidated and Separate Financial Statements and Bangladesh Financial Reporting Standard
10: Consolidated Financial Statements . The consolidated financial statements are prepared to a common
financial year ended 31 December 2015,

Subsidiary

Subsidiary is that enterprise which is controlled by the Bank. Control exists when the Bank has the power,
directly or indirectly, to govern the financial and operating policies of an enterprise from the date that
control commences until the date that control ceases. The financial statements of subsidiary are included in
the consolidated financial statements from the date that control effectively commences until the date that
the control effectively coeases. Subsidiary companies are consolldated using the purchase method of
accounting,

Transactions eliminated on consolidation

Intra-group balances, and income and expenses (except for foreign currency transaction gains or losses)
arising from intra-group transactions, are eliminated in preparing the consolidated financial statements.
Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that there is no
evidence of impairment,

Mon-controlling interest

For each business combination, the Group elects to measure any non-controlling interests in the acquiree
either:

& at fair value; or

at their proportionate share of the acquiree’s identifiable net assets, which are generally at fair value.

Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as
transactions with owners in their capacity as owners. Adjustments to non-controlling interests are based on a
proportionate amount of the net assets of the subsidiary.

Subsidiaries are the entities controlled by the Group, The financial statements of subsidiaries are included in
the consolidated financial statements from the date that control commences until the date that control

Cceases.

Assets and basis of their valuation

Cash and cash equivalents

Cash and cash eqguivalents include notes and coins on hand, unrestricted balances held with Bangladesh Bank
and its agent bank, balance with other banks and financial institutions, money at call and on short notice,
investments in treasury bills and prize bond.

Investments

All investment securities are initially recognized at cost, including acquisition charges associated with the
investment. Premiums are amortized and discounts are accredited.

Held to maturity
Investments which have, 'fixed or determinable payments’ and are intended to be held to maturity are
classified as 'Held to Maturity'.

Held for trading
Investment classified in this category are acqguired principally for the purpose of selling or repurchasing in
short trading or if designated as such by the management.

Re-measured bond
As per DOS5 clreular letter no. 2 dated 19 January 2012, Treasury bond held in HFT category by the Primary
Dealer (PD) may be re-measured at amortized cost instead of fair value,

Revaluation

As per the DOS Circular letter no. 5 dated 26 May 2008, HFT securities are revaluated each week using
Marking to Market concept and HTM securities are amortized once a year according to Bangladesh Bank
guidelines.

Value of investments has been shown as under;

Items Assessment of accounting

Bangladesh Bank bills
Government treasury bills-HTM

Amortized value
Amortized value
Government treasury bills-HFT Market value
Amortized value
Market value
Cost price

Cost or market price whichever is lower

Government treasury bonds-HTh
Government treasury bonds-HFT
Frize bond & other bonds

Shares & debentures

Loans & advances and provision

Interest is calculated on daily product basis but charged and accounted for quarterly on accrual basis. Interest
on classified loans is kept in interest suspense account as per Bangladesh Bank guidelines and such interest is
not accounted for as income until realized from borrowers. Interests are not charged on bad [ loss loans as

per instructions of Bangladesh Bank. Advances are stated at gross value,

Provision for loans and advances is made on the basis of year-end review by the management and on the
basis of instructions contained in Bangladesh Bank BCD Circular Mo- 34 of 1989, BCD Circular No. 20 dated 27
December 1994, BRPD Circular No-12 dated 04 September 1995, BRPD Circular Mo- 16 dated 06 December
1998, BRPD Circular No-9 dated 14 May 2001,BRPD Circular No-8 of 2005 and BRPD Circular No-14 dated 23
September 2012, BRPD Circular No-19, dated 27 December 2012, BRPD Circular No-5, dated 29 May 2013 at
the following rates;

Particulars Rate
General provision on
a. Consumer financing (House financing and loans to professional} 2%
b. Consumer Financing [ Other than 'a' ) 5%
c. Small and medium enterprise financing (SMEF) 0. 25%
d, Short term agriculture & micro credit 2.2%
e, Loans to BHs/ MBs/ 5ds against shares etc 2%
f. all other credit 1%
Specific provision on
a. Substandard loans and advances
i. Short term agri. credit & micro credit 5%
ii. Other than short term agri. credit & micro credit 20%
b. Doubtful loans and advances
i. Short term agri. credit & micro credit 2%
ii. Other than short term agri. credit & micro credit 208
c. Bad/Loss loans and advances 10055

Loans and advances are written off to the extent that there is no realistic prospect to recovery as per
guideline of Bangladesh Bank. However, write off will not reduce the claim against the borrower. Detailed
records for all such write off accounts are maintained.
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Prapacty, plant and eguipment and their depreciatian
Recognition and measurement

Items of fised asscts crcluding land are measured at cost/revaluation less accumulated depreciation and
accumulated Impalrment losses, if any. Land s moeasurced at cost/rovaluation.

Cost Includes expenditure that are directly attributable to the acquisition of asset and bringing to the location
and condition necessary for it to be capable of operating in the intended manner.

Whoen parts of arm itorm of fixod asset bhave diferont asaTal hves, they are aceocnted Tor a8 soparate itaorms
{major compoenents) of fised assots.

The gain or lo== on disposal of an item of fised asset is detormined by comparnng the proceocds from dispo=al
with theo carrying amount of the teom of Axed assct, and is recognized in other income/othor csponse= in
profit or loss,

Property, Flant and Cguipment are recognized as asscts in accordance with Banglade=sh Accounting Standards
(BAS] 16 “FProperty Plant and Cguiprmeant™

Subseguent costs

The cost of replacing a com ponent of an itocm of fired sssets is recognized in the carnmrylng amouant of the item
if it is proabBbable that thae Tutuee economic Beoefits oo bBbodiead seithio the pacrt will Mo ta the Groag arnd its
cost can be measured rellably. The carrying amowunt of the replaced part is derccognlzed. The costs of the day-

to-cday aacvicing of Ndod aiaals ara rocagnizead in pralit or loss as e rod

Dopraeciation

During the poriod under audit, depreciation s charged at the following annual rates on straght-lice method
on all ised assets exceopt land, Dopreciation bhas been charged on additon during the perod swhen rospoctnee
azzcts put into use and in case of sale, up to the date of =ale

HMame of the assats Bate of depreciaticn
Builldirng 2. 50
Furniture S fixture 10

Office cqguipmont 1595

BACtor wekhilclhe 2OFE

Books 20

Dthar Assels

Dithoer asscts include all balance shect accounts not covercd spocifically in other arcas of the suporvisory
activity and such account= may be quite insignificant in the overall Anancial condition of the Bank,

Mon-banking assois

mMon-banking asscts arce acquired on account of the failure of a borrower to repay the loan on tdme aftter
rocciving the decrece from the Court regarding the right and title of the mortgage property. The Bank has
boen awarded ownership of the mortgage properties according to the verdict of the Honorable Court In
accordance with the section 33 (7] of “Artharin Adalat-2003%,. The wvalue of NMon-Banking Asscts has boon
determined and reported in the financial statemetns on the basis of valuation report of an Independent
valuer.

Liabilitdes and basiz of thelr valuation
Deposits and other accounts

Deposits by customers and banks are recognized when the bank enters into contractual provisions of the
arrangoements with the counter parties, which s gencrally on trade date, and initally measured at the
consideration received.

Other liabilites

Sther labllities comprise items such as provision for loans and advancesSinvestments, provision for takation,
interest payvable, interest suspenss, acorucd cxpenses, obligation under finance lcase ctec. Other llabllities are
recognised in the balance sheet according to the guldelines of Bangladesh Bank, Income Tax Ordinance 1984
and internal policy of the Bank.

Provision for linbilities

& provision iz recopnized in the balance sheot when the bank ha= a logal or constructive obligation as a roswit

af @ pait owent and i1 s probabBle that amn autflow of acomnamic Bomnefit will be reguoired te settla the

ohligations, Iin accordance with the BAS - 37 "Provisions, Contingent Liabillities and Contingent assots'.
Share Capital

CDrdinary =hares are classificd as cguity swheon there is no contractual obligation to transfer cash or other
financial azsobs,

duthorised Capitol

Aauthorizod capital is the maximum amount of share capital that the Bank is avthorised by its BMomorandoem
and Articles of Association

Pald up Cxplital

Pald up capital represents total amount of shareholders’ capital that bhas been paid in full by the ordinary
sharcholders. Holders of ordimnary shares are entitled to recelve dividends as declared from time to time and
are cntitled to wote at shareholders' mectings. In the event of a winding-up of the Bank, ordinary
sharcholders are ranked after all other sharcholders and creditors and are fully entitled to any residoal
procecds of loguldaticon.

mrAinority Interest in subsidiaries

PAImority interest in business s an accounting concoept that refers to the porton of a subsidiary corporation’s
stock that is not owned by the parent corporation. The magnitude of the minority interest n the subsidiary
company Is always less thanm S0% of the cutstanding shares, clse the corporation swould coase to be o
subszidiary of the parent. Minority interest s reported on the consolidated income statement as a share of
profit belonging to minority shareholders.

Statubory reseree

The Bank Companies Aact, 1991 reguiros the bank to transfor 2006 of its current year's profit bofore tax to
rescrye untll such rescrye cquals to its paid up capital, The Bank transforred 209 of its proft before tas for
the yoar 2015 to statutory resorsc account

Contingent labilides, commitments and other off-balance shest settlements
A contingent liability is -

A possible obligation that ariscs form past ovonts and the existence of which will be confirmmed only by the
oEourronoe or non-occurrence of one or more oneertain future cvents not wholly wathin the control of the
Bank: or

A prosent obligation that arizos from pa=t cvents bt it iz not recognized because;

-

it iz mot probable that an outflow of resources embodying cconomic benefits will Be reqguired to sottle
the obligation; or

the amount of the oblhigation cannot be measurod wwith sufficiont reliability

Contingent liabilibios are not recopnized bt disclosed in the fAnancial statements unloss the possibility of an
crat o al resourcos emibBodying coconamic Boenelits is roliably ostirmateod

Maveriue recapritian

The revverrs during the poricd andaer auedit is recogmised aatialying the conditions as apecified in Bangladaesh

Accounting Standarcds (BAS) 1R “Rewermue Rocogoition”, Dotails aro as wandor;
Interest/prafit incomea

i, Iratarraest is caleulatod an daily product on dnelassifieod leans and advances but chargood on gueartorly amd

mcrthily basis, whore agplicakle

i, Imterast is chargod an classified loans and advances by croditing inleresl Suspoanss account as por BRPD
Circular Mo 16 of 1998 and such intorest s taken inta incormas accoaunt dpen roalizatian, ntarast on crodin

card cutstarnding is caloulated on daily prodoect Buat ehargoed an moenthly Basis

Wi, Cormemission and discownts an bills purchased and discounted are rocoegrnized at the tirme of roalizatian,

v, For islamic Banking., profit i= charged on unclas=ificd investmeoents on daily product basis and charged to
the clionts on guarterly amnd monthly basis, whore applicable

W Is=lamic Bankimg branches calculate profit on classified investments and credits the same to proft
muEponss account untl realization

Feen, commizzion and discounts incorme
Foos, commission and dizcounts on bills purcha=zod and discounted are recognized at the e of realization
Investment income

Imtorest Imcome on investments s recognized on accrueal basis, Capital gain on investments in shares is also
imcluded in investment income,. Cagital gain is recognizod when it is realized,

Interest/profit paid and other expenzes

In torms of the provisions of BAS-1 "Presontation of Financial Statements” interest/profit and other esponsos
are rocogrized on accrual basis

Taxaticer
o) Currernt Eax

Prowvigian For curront tax has boan madae @ 40% as proscribaed in the Financa Act, 20015 of thae prafit mada by

thar Barmk consicering rmajor texablo allowancoas and disallowancas,
Ea]) e farred tax

Crpfarrad tax is chrleculatod on the taxable doduectible tomporary differonces Bobewaen taxy base armount amd
carrying amount of assots and liakilitieos as reguired by Bangladosh Accounting Standard (BASH-12 “lndcomes

Taxoa™

Detforrod tax normally resdlts in a lability boing recognized within the Statomaent of Financial Position.
Deforred tax is recognized on differconces between the carmving anmounts of assets and labilites in the
Hnancial statoments and thoe corrcsponding tax bases wused in the computation of taxabkle grofit, and arc
accountod for using the balanco sheoot liability moethod. Doferred tax liabilities arc goenorally recognized for all
taxable temporary differences and deferred tax asscts are recopgnized to the extent that it s probable that
taxable profits will be avallable against which deductible temporary differences, unused tax losses or unused
tax croedits can be utilized. Such asscets and llabilites are not recognized if the temporary differcnce arises
from goodwill or from the initial recognition (other than in a business combination) of other asscots and
llabilities in a transactHon that affects nelither the takable profit nor the accounting profit. Defoerred tas assots
and llabilities are offset when there s a legally enforceable right to set off current tax assets agalnst current
tax labilities and when they relate to income tases levied by the same taxkation authority and the company
intends to settle s current tax assets and labilities on a net basis.

Prowvizion for nostro acoounts

Az per instruction contained in the circular letter no. FEPD (FERMOL DL/ 2005677 dated Scptomber 13, 2005
issucd by Forclgnm Exchange Policy Department of Bangladesh Bank, Bank arc reguirced to make provision
regarding the un=-reconciled debit balanoe of NoStro acocount ower more than 3 months as on the reportingg
date in these financials. Since theare s o un-reconclled entries which are coutstanding more than 2 months.
Az such, thoe Bank docs not requine ©o mako prowvision.

Employes benefits

Tha retirainent banafits acerved Tar the amplayees af the Bank diuring roporting gpociad Bave Baarn accoiinlad

far in aceordanca with the provisions af BAS-19 “Emplaoyeess Bomefie™,

Prowvidernt furd

Provident Fund benefits are given to the employveess of the Bank in accordance with the locally registercd
Provident Fund Rulcs. This Fund is boing operated under a Trustee Board. This fund got approval from the
Mational Board of Rovenus (MBR) on 28 August 2002, All cmployvees of the bank are contributing 10% of tho

Basic salary as subscription to the Tuamnd, The bank blso contribaites aoqiual o mnt ta theae Tuand,

Superannuation fund

The Bank oporates a Social Sccurty Suporan nuatiorn Fund and it is operatod by & soparate Board of Trusteos
and Supcrannuaton Fund Bules of the Bank., This fond got approval from the Natonal Board of Bovenoo
(FMBR]) con 04 lamuary 20064,

Giratuity

Thie Bank oporates a funded gratuity scheme approved by the Mational Board of Rovenoe (MBR) aon O3 April
ZOL0. I the Bank gratuity schorma covers all paermanont omployees al tha Barmnk, The cormpany  rmacle
provision to meot-up clarm of out goineg employess, The gratoity is calculated on the basis of last basic pay
and i pavable at the rate of two months basic pay for every completed year of service upon fullfilling the
eligibaility criteoria instead of accowunting Ffor gratuwity from the year al joining as por BAS 19, The aligikBility
criteria for accounting for gratuity is & {=x] yoars of continued sorvico with the Bank or o perod of 3 (threo)
years with other Banks and 3 (three) years with Jamuna Bank Limited. Mo actuarial valuation has been done
an paer The reguiramaents of BAS 39 for the your 2015

Incantive bomus

An incentive bonus s given o the amployees In every year, The ncentive bonus amount s pald annually,
mormally in first month of cvery following the yoar and the costs arne accountoed tor in the period to which it
relates.

Mumber of employeess

The numbor of cmployeoes engaged for the whole yoar or part thereof who recewved a total yoearly
remuneoration of Tk 36,000 or abowve were 2. 302 in 2015 and 2,204 in 2014,

Earnings per share (EPS)

Earnings por share have been calculated in accordance with BAS-23:"Earnings por Share”,. The Group and the
Bank present basic and diluted earnings per shiare (EPS) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary sharcholders of the Group/Bank by the welghted average
rumiber of ordinary shares outstanding during the pericod. Diluted EPS s determined by adjusting the profit or
lo=s attributable to ordinary sharcholders and the welghted average nomber of ordinary shares outstand ing
for the cffects of all dilutive potential ordinary shares, which comprise sharc options granted to omployeos.

Reconciliation of inter-bank/books of accounts

Books of Accounts with regard to inter—bank {(in Bangladesh & out side Bangladesh) and inter—branch have
beon reconciled and there = no material difference, which might effect the fimancial statements significanthy.

Roconciliation statomant with Bangladesh Bank eoncloscd in Annosanes =1

Rizk managerment

In banking organization, risk is the possibility that outcome of an action or ovent could bring up advorsc
impact. Such outconne could cithor result in a dircct loss of carnings/capital or Mmay result in impositon of
conslraints on Banks” ability to meat Thair Buasiness objeoctives, Risk is the outeorme of osses doe to suddan
desvemBuirn i ocancrry ar Falling intareost rates, Banks have to rely on Thair cagital as a BulWoer to absork such
los=es, The typeos and degroe of risks an organizatton may be csposcd depend upon a number of factors such
ax it= =ize, comploxity busines= actvities, volume otc, Initally Banglade=h Bank hax: i==ucd guidelines on =i
core risk arcas and accordingly scheduled banks operating in Bangladesh has implemented the guidelines for
botter risk mMmanagomant practos. lmglomentation of core risk managemoent guidoelines by lamuna Bank
Limitod (JBL) and it status arce discussod bobow.
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Credit risk management

Credit risk arises while the borrowers or counterparty to a financial transaction fails to discharge an
abligation as per agreed covenants, resulting in financial loss to the Bank, Credit exposdres may arise from
both the banking and trading books as well as Off-Balance sheet exposures. Credit risk is managed in the 1BL
through a framework that spell out policies and procedures covering the measurement and management of
credit risk. There is a clear segregation of duties between transaction originators in the businesses and
approvers in the Risk function, All credit exposure limits are approved within a defined credit approval

authority framewaork,. Credit policies and standards are considered and approved by the Board of Directors,
Credit rating and measurement

Risk measurement plays a central role, along with judgment and experience, in informing risk taking and
porttalioc management decisions. It is a primary area for sustained investment and senior management
attention. The standard credit risk grading (CRG) system is used in both Corporate and SME Banking. The
grading is used to assess the client along with a range of guantitative and gualitative factors., Our credit
grades against Corporate & Medium clients are supported by external credit grades, and ratings assigned by
external rafings agencies,

Credit approval

Major credit exposures to individual borrowers, groups of connected counterparties and portfolios of retail
exposures are reviewed by the Head Office Credit Committee (HOCC) and HOCC recommend the loan to the
approval authority, All credit approval authorities are delegated by the Board of Directors to executives
based on their capability, experience & business acumen, Credit origination and approval roles are
segregated in all cases.

Credit monitoring

We regularly monitor credit exposures, portfolio performance, and external trends through relationship and
corporate administration team at Branch and Head Office. Internal risk management reports containing
information on hkey environmental, political and economic trends across major portfolios; portfolio
delinquency and loan impairment performance; as well as credit grade migration are presented to risk
committees (HOCC and PARMC). The HOCC & PAMC meets regularly to assess the impact of external events
and trends on the credit risk portfolic and to define and implement our response in terms of appropriate
changes to portfolio shape, underwriting standards, risk policy and procedures, Accounts or portfolios are
placed on Early Alert (EA) when they display signs of weakness or financial deterioration, for example, where
there is a decline in the customer's position within the industry, a breach of covenants, non-performance of
an chligation, or there are issues relating to ownership or management.

Such accounts and portfolios are subjected to a dedicated process overseen by the Monitoring & Recowvery
Division., Account plans are re-evaluated and remedial actons are agreed and monitored. Remedial actions
include, but are not limited to, exposure reduction, security enhancement, exiting the account or immediate
mowement of the account into the control of Recovery unit, In Retail/Consumer Banking, portfolio
delinquency trends are monitored continuously at a detailed level. Individual customer behavior s also
tracked and informed in lending decisions, Accounts which are past due are subject to a collections process,
monitored in collaboration with the Relationship manager by the Risk funchion. Charged-off accounts of the
Bank are managed by specialist recovery teams.

Concentration risk

Credit concentration risk is managed within concentration caps set for counterparty or groups of connected
counterparty, for industry sector: and for prodoct. Addittonal targets are set and monitored for
concentrations by credit committee. Credit concentrations are monitored by the responsible risk committees
in each of the businesses and concentration limits that are material to the Bank are reviewed and approved
at least annually by the Board of Directors.

Credit risk mitigation

Potential credit losses from any given account, customer or portfolio are mitigated using a range of tools
such as collateral, netting agreements, insurance, and other guarantees. The reliance that can be placed on
these mitigates is carefully assessed in light of issues such as legal certalnty and enforceability, market
valuation correlation and counterparty risk of the guarantor. Risk mitigation policies determine the eligibility
of collateral types. Collateral types which are eligible for risk mitigation include: cash; residential, commercial
and industrial property; fixed assets such as motor wvehicles, plant and machinery: marketable securities;
commodities; bank guarantees; and letters af credit. Collateral is valued in accordance with our credit poalicy,
which prescribes the frequency of valuation for differant collateral types, based on the level of price volatility
of each type of collateral. Collateral held against impaired loans is maintained at fair value.

Forsign exchange risk

Foreign exchange risk is the risk that an investment’s value changing doe to changes in currency exchange
rates. The risk that an investor will have to close out a long or short position in a foreign currFency at a loss
due to an adwverse movement in exchange rates. The risk is most acute for businesses that deal in more than
one currency, Howewver, other businesses are indirectly exposed to foreign exchange risk if, for example, their
business relies on imported products and services,

Foreign exchange risk should be managed where fluctuatons in exchange rates impact the business
profitability.

Sources of foreign exchange risk :
Foreign exchange risk for a business may arise from a number of sources, including:

= where the business is

= where other costs, such as capital expenditure, are denominated in foreign currency

= where export bill is received in foreign currency

= where other income, such as royalties, interest, dividends etc, is received in foreign currency

= where the loans are denominated {and therefore payable) In foreign currency

= where the business has offshore assets such as operations or subsidiaries that are valued in a foreign
currency, or foreign currency deposits.

PMethads of measuring foreign exchange risk:

There are many ways to measure foreign exchange risk, ranging from simple to complex mMeasures.
Following are some of the examples of the simpler measures which can be applied and understood by most
businesses |

= MIS of foreign currency exposures

= Table of projected foreign currency cash-flows
= Sensitivity analysis

= Walue at risk

Like other banks and financial institutions, Jamuna Bank Ltd. is also exposed to Foreign Exchange Risk that
sprouts externally due to convergence and divergence of many factors in the international market. The
foreign exchange business of the bank, fully backed by the underlying transactions, is well-managed as per
Bank’s internal risk management policies and guidelines and the guidelines of Bangladesh Bank {Central Bank
of Bangladesh) . The Asset Liability Management Committee (ALCO) of the bank, headed by the Managing
Director & CEQ, reviews the risk management position of the bank on regular intervals and provides insights
and guidelines to the Treasury Division to manage the foreign exchange risk of the Bank with minimmumm
financial impact.

Asset Liability Management Rizk

The Bank has established an Asset Liability Committee (ALCO) contains 10 {ten) members headed by
Managing Director. The committee meets at least once In every month. The main responsibilities of ALCO are
to look after the Financial Market activities, manage liguldity and interest rate risk, understand the market
position and competition etc. The Asset Liability Management Committes also monitored the balance sheet
risk, The balance sheet risk is defined as potential changes in earnings due to change in rate of interest and
exchange earnings which are not of trading nature, To support ALM process, the most important strategy of
the ALM of the Bank is medium to short-term funding and adequate liquidity both in local and foreign
currency all timme at the most appropriate funding cost. An important objective of ALCO is to provide cost
effective funding to finance the asset growth and trade related transactions, optimize the funding cost,

increase spread with the lowest possible guidity, maturity, foreign eschange and interest rate risks.

internal control and compliance risk:

Intermal contrals are the policies and procedures established and implemented alone, or in concert with
other policies or procedures, to manage and control a particular risk or business activity, or combination of
risks or business activities, to which the Bank is exposed to or in which it is engaged.

Objective of internal control;

The primary objective of internal control system in a bank is to help the bank perfaorm better through the use
of its rescurces. Through internal control system bank identifies its weaknesses and takes appropriate
measures to overcome the same. The main objectives of internal control are as follows :

= Efficiency and effectiveness of activities (performance objectives)

= Reliability, completeness and timelines of financial and management information {Information

« Compliance with applicable laws and regulations {compliance objectives), Risk Recognitdon and
Assessment!

= Internal control system has been designed in such a way to recognize and assess all of the material risks
that could adversely affect the achieverment of the Bank's goals,

= Effective risk assessments identify and consider both internal and external factors.

= Risk assessment by Internal Control System differs from the business risk management process which
typically focuses more on the review of business strategies developed to maximize the risk/reward trade-
off within the different areas of the Bank. The risk assessment by Internal Control focuses more on
compliance with regulatory reguirements, social, ethical and environmental risks those affect the
banking industry.

Money laundering risk:

Money Laundering Risk is one of the &(six) core risk elements in banking business. Money Laundering Risk is
defined as reputational and legal risk under operational risk and expenses incurred as penalty for being nan-
complied in prevention of money laundering. In order to manage the AML risk, the bank has set up an
effective Anti-WMoney Laundering programme in line eith Anti-Money Laundering act, 2012 and Bangladesh
Bank guidance which has been updated throogh inclusion of Ant-Terrorist Act, 20132, The Bank has
developed manuals for prevention of money laundering and introduced know Your Customer (KYC) program
and Tranmsaction Profile (TR) including uniform &Afc opening form at branch level for meticulous compliance.
The Bank recognizes this risk as a separate classification emphasizing due importance for belng compliant on
it by way of making conversant of all Executives/Officers through issuing Circulars and providing necessary
training of ARML and CFT issues by AML Division of the Bank,

Designation of ant money laundaering compliance afficers (AMLCO):

The Bank has designated a Chief Anti-Money Laundering Compliance Officer (CAMLCO) at its Head Office
who s empowered with sufficient authority to implement and enforce anti-money laundering policles,
procedures and measures and who reports directly to Senior Management and the Board of Directers. This
provides evidence of Senior Management's commitment to efforts to combat money laundering and
terrarist inancing and more impaortantly, provides added assurance that the officers have sufficient clout to

investigate potentially suspicious activities.

information communication technology risk

In the year 2015 Bank has taken different initiatives to minimize (CT risks, Throughout the year Bank has
initiated different projects considering Risk Management into consideration,

In the year 2012, the ICT Policy of the Bank was revised and amended to cope up with the recent ICT trends
and risks. IT Audit Team performed comprehensive IT Audit on different aspects of IT for the Data Centre,
Disaster Recovery Site and also for branches. The audit recommendations and suggestions were considered
and accordingly steps were taken to minimize associated ICT Risks,

Bank has arranged awareness programs and trainings on the field of ICT Risk and its mitgation for both
business and technical human resources, from top management to the trainee officers. The idea behind this
practice was to increase average ICT knowledge of the Bank through which probability of cccurrence of
poalicy mnoncompliance in the Bank will be minimized. A& special session on ICT Risk Management was
arganized by Information Technology Division of the Bank,

Bank has amended its Risk Management Policy as per the standard Risk Management frameworks, which has

been approved by the Board of Directors of the Bank, Practice of this Risk Management Policy has already

been started in the organization in ICT fields in the vision of minimizing the 1ICT Risks
Fault tolerant hardware along with high availability infrastructure was considered during procurement of
different hardware for commenced Projects of 2013, This will ensure hardware failure risks to minimize,

The pursult to contral ICT risks was repeated throughout the year. This endeavar will further continue in the
year 2015,




