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VERSES FROM THE HOLY. QURAN AND HADITH
IN THE NAME OF ALLAH, MOST GRACIOUS, MOST MERCIFUL

C That is because they say Trade is just like usury whereas,
Allah permitteth trading and forbideth usury.....”
-Surah Al-Baquarah,verse : 275

“.....Allah will destroy Riba (usuary) and will give increase for Sadagaat and Allah likes not the
disbelievers, sinners....."

-Surah Al-Baquarah,verse : 276

..... O you who believe! Be afraid of Allah and give up what remains from Riba, if you are really
believers.....”

-Surah Al-Baquarah,verse : 278

“ e If you do not do it, then take a notice of war from Allah and his messenger; but if repent, you
shall have your capital sums. Deal not unjustly (by asking more than your capital sums), and you
shall not be dealt with unjustly (by receiving less than your capital sums)....."

-Surah Al-Baquarah,verse : 278

“ e Verily never will Allah change the condition of a people until they
change it themselves (with their own souls).....
-Surah Ar-ra’ad, verse : 11

“A man’s work ends upon his death except for three things
(a) contribution to knowledge (b) on-going charity and (c) faithful child”
- Al Hadith Muslim
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STANDARD DISCLOSURE CHECKLIST
TO THE KEY SECTIONS OF THE ANNUAL REPORT 2018

ITEMS REMARKS

Corporate Objectives, Values & Structure
Clarity and presentation:

Vision and Mission 12
Overall strategic objectives 13
Core values and code of conduct/ethical principles 14-16
Profile of the Company 17

Director’s profiles and their representation on Board of other companies & Organization Chart | 26-35, 308-309

Management Report/ Commentary and analysis including Director’s Report / Chairman’s
Review/CEQ’s Review etc.

A general review of the performance of the company 48-49, 65-73

Description of the performance of the various activities / products / segments of the company
and its group companies during the period under review. (Weightage to be given for pictorial 85-113
/ graphical / tabular presentations used for this purpose)

A brief summary of the Business and other Risks facing the organization and steps taken to | 95-97, 144-146,

effectively manage such risks 260-263
A general review of the future prospects/outlook. 72-73
Information on how the company contributed to its responsibilities towards the staff (including | 101-104, 190-
health & safety) 193
Information on company’s contribution to the national exchequer & to the economy 52-53, 95
Sustainability Reporting
Social Responsibility Initiatives ( CSR) 182-183
Environment related Initiatives 184-185
Environmental & Social Obligations 186-187
Integrated Reporting 188-189

Appropriateness of Disclosure of Accounting policies and General Disclosure

Disclosure of adequate and properly worded accounting policies relevant to assets, liabilities,

Income and expenditure in line with best reporting standards. 247-264
Any Specific accounting policies 250-264
Impairment of Assets 256 (Note 2.11)
Changes in accounting policies/Changes in accounting estimates 255 (Note 2.5)

254, 255 (Note

Accounting policy on subsidiaries 2.2 - Note 2.3)
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ITEMS REMARKS

Segment Information

e Comprehensive segment related information bifurcating Segment revenue, segment
results and segment capital employed

* Availability of information regarding different segments and units of the entity as well as
non-segmental entities/units

e Segment analysis of

= Segment Revenue

Segment Results

Turnover

Operating profit

Carrying amount of Net Segment assets

94

Financial Statements (Including Formats)

Disclosures of all contingencies and commitments

242, 295 (Note

19.1 - 19.5)

Comprehensive related party disclosures 99, 308 - 310
Disclosures of Remuneration & Facilities provided to Directors & CEO 114, 299 - 300
Statement of Financial Position / Balance Sheet and relevant schedules 236, 2;214 3L1-
Income Statement / Profit and Loss Account and relevant schedules 238, 243
Statement of Changes in Equity / Reserves & Surplus Schedule 240, 245, 292
Disclosure of Types of Share Capital 287 - 291
Statement of Cash Flow 239, 255
Consolidated Financial Statement (CFS) 236 - 240
Extent of compliance with the core IAS/IFRS or equivalent National Standards 248 - 259
Disclosures / Contents of Notes to Accounts 247 - 310

Information about Corporate Governance

Board Of Directors, Chairman And CEO

26-35, 118-128

Audit Committee (Composition, role, meetings, attendance, etc) Internal Control & Risk

Management 36,147-148
. . 15-16, 119 -
Ethics And Compliance 120
Remuneration and other Committees of Board 36 -37,123
. 101 - 104, 190-
Human Capital 193
Communication To Shareholders & Stakeholders
« Information available on website 44-46, 128
e  Other information
Management Review And Responsibility 65-73
Disclosure by Board of Directors or Audit Committee on evaluation of quarterly reports 147,148

Any other investor friendly information

18-19, 49, 65-75

Risk Management & Control Environment

Description of the Risk Management Framework 151-157
Risk Mitigation Methodology 154-155
Disclosure of Risk Reporting 156'11577é 158-

Stakeholders Information
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ITEMS REMARKS

Distribution of shareholdering (Number of shares as well as category wise, e.g Promoter
group, Fll etc)

44-46

Shares held by Directors/Executives and relatives of Directors/Executives

114-115

Redressal of investors complaints

128

Graphical/ Pictorial Data:

Earnings per Share

Net Assets

Stock Performance

Shareholders’ Funds

Return on Shareholders Fund

50-51, 69

Horizontal/Vertical Analysis including following.

70

Operating Performance (Income Statement)
* Total Revenue
e Operating profit
*  Profit Before Tax
Profit after Tax
e EPS
Statement of Financial Position (Balance Sheet)
* Shareholders Fund
e  Property Plant & Equipment
 Net Current Assets
e Long Term Liabilities/Current Liabilities

70

Profitability/Dividends/ Performance and Liquidity Ratios

Gross Profit Ratio

Earning before Interest, Depreciation and Tax

Price earning ratio

Current Ratios

Return on Capital Employed

Debt Equity Ratio

72

Statement of Value Added and Its Distribution

Government as Taxes

Shareholders as dividend

Employees as bonus/remuneration

Retained by the entity

Market share information of the Company’s product/services

Economic value added

52-54

Additional Disclosures

Sustainability development reporting

179-193

Human Resource Accounting

103

Report on Internal control system

74

Report on national integrity strategy

149

Report on going concern

144-146

Report on risk management

151-178

Report on shariah supervisory committee

194
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ITEMS REMARKS

Specific Areas for Banking Sector
Disclosure of Ratings given by various rating agencies for Instruments issued by /of Bank. For 100
eg. FD, CD, Tier | perpetual Bonds
Details of Adv_ances por_tfolio Classification wise as per the direction issued by the central bank 267-278
of the respective countries
Disclosure for Non Performing assets
e Movements in NPA 166
*  Sector-wise breakup of NPA 276
e Movement of Provisions made against NPA 285
* Details of accounts restructured as per regulatory guidelines 278
Maturity Pattern of Key Assets and Liabilities (ALM) 246
Classification and valuation of investments as per regulatory guidelines/Accounting Standards 269-273
Business Ratio/Information
*  Statutory Liquidity Reserve (Ratio) 266
e Net interest income as a percentage of working funds / Operating cost - Efficiency
ratio 69,71
= Return on Average Asset 71
e Cost/Income ratio 69
* Net Asset Value Per Share 51
e  Profit per employee (Operating profit/Per employee) 103
* Capital Adequacy ratio 71,84
e Operating profit as a percentage of working funds 50
e Cash Reserve Ratio / Liquid Asset ratio 71, 266
= Dividend Cover ratio 69
= Gross Non-Performing assets to gross advances / Non-Performing Loans (Assets) 71
to Total Loans (Assets
Details of credit concentration / Sector vise exposures 164, 165, 275
The break-up of ‘Provisions and contingencies’ included in the Profit and Loss Account 285, 286
Disclosure under regulatory guidelines 114-116, 129-
143, 158-178
Details of Non-Statutory investment portfolio 269-273
Disclosure in respect of assets given on operating & finance lease 256
Disclosures for derivative investments 351
Bank’s Network : List of Centers or Branches 357-367
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LETTER OF TRANSMITTAL

All Shareholders of SIBL

Registrar of Joint Stock Companies & Firms
Bangladesh Bank

Bangladesh Securities & Exchange Commission
Dhaka Stock Exchange Ltd.

Chittagong Stock Exchange Ltd.

Subject: Annual Report 2018 of Social Islami Bank Limited.

Muhtaram

As-salamuAlikumWaRahmatullah

Reference to the above, we enclose herewith the copy of Annual Report 2018 of Social Islami Bank Limited along
with audited consolidated and solo Financial Statements as at 31st December 2018. This report includes Income
Statements, Balance Sheet, Cash Flow Statements, Liquidity Statements, Statements of Changes in Equity and Notes
to the Accounts thereon of Social Islami Bank Limited as well as its subsidiaries namely SIBL Securities Limited and
SIBL Investment Limited.

This is for your kind information and record, please.

OVERVIEW OF THE BANK

Abdul Hannan Khan
Company Secretary

Annual Report 2018 | Page - 11



OUR VISION

Working together for a caring society.

OUR MISSION

« Establishing three sector banking model

e Transformation to a service oriented technology driven
profit-earning bank.

e Fast, accurate and satisfactory customer service.
* Balanced & sustainable growth strategy.

* Optimum return on shareholders’ equity.

* Introducing innovation islamic banking products.
e Attract and retain high quality human resources.

= Empowering real poor families and creating local income
opportunities.

* Providing support for social benefit organizations by way of
mobilizing funds and social services.

OUR COMMITMENTS

To the shariah
e To the regulators
* To the shareholders
e Tothe nation
* To the customers
e To the employees rime
e To the other stakeholders i

e To the environment.
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OUR STRATEGIC OBJECTIVES

Transformation into
a service-oriented

technology-driven Ensure fast, accurate
profit earning bank. and best-in-class
Ensure === = = = = = - 1 customer services with
Green 1 customers’ satisfaction.
Banking I e = = = —
' [
1 P == = = - 4

Balanced and
sustainable growth
______ a strategy. Optimum return
on shareholders’ equity.

Ensure best CSR

(Corporate Social
Responsibilities) O U R
practices Introducing

STRATEGIC - - - - Islaignqg(;/Bagr\:Eing
OBJECTIVES e

Attract, motivate

To invest in the priority and Ir'etariln high
sector for the overall = = = = = = 7 quality human
economic development resources.

.
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To achieve global
standards in

! | Empowering real
Islamic Banking

poor families and
create local income

1
1
1
1
1
1
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I opportunities.
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Providing support
for social benefit
organizations-by way
of mobilizing funds
and social services




SIBL CORE VALUES

Enhance
economic Providing of
Honest to its well being upgradgd
customers, with the bliss technological
employees, of religious banking
regulators, Acizﬂﬂfble Service ethics. services.
S:séegﬂsgrs stakeholders flexibility is
: and to the oneoite RELIGIOUSNESS
society at most importan
Iargg. features. TECHNOLOGY
HONESTY —
./
ACCOUNTABILITY
FLEXIBILITY Protecting of
\ ), assets and
Gaining services.
efficiency
through best
use of man
and machine. Transparent _
in each and Continuous SECURITY
every banking innovative idea
transaction. generations N
EFFICIENCY and designing
of banking
~— products and
TRANSPARENCY SEIVICES.
—__

INNOVATION
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CODE OF CONDUCT & ETHICAL PRINCIPLES

ETHICAL PRINCIPLES OF SIBL

the bank shall possess strict
principle of objectivity in its day to day banking
operations in relation to its customers, employees,
shareholders, other banks, other organizations by
maintaining and protecting the stability and trust in
the banking sector.

the bank shall have no
discrimination and avoid all forms of bias in its
attitudes towards employees as well as to its
customers.

the bank during its operations shall stick
to the honesty principle in relation to customers,
employees, shareholders, other banks, regulators
and the stakeholders.

the bank is impartial towards its
customers irrespective of their nationality, religion,
financial and social standing, and gender during
banking service.

the bank shall offer clear,
comprehensible and correct information to its
customers within the principle of reciprocal trust
during services and transactions; and provide the
customer services in a timely and complete manner.

the bank shall inform its
customers in an open, easily understandable and
clear way regarding the underlying rights and
responsibilities, benefits and risks attached to the
products and services offered to them.

the bank shall show due diligence
to support all kinds of social and cultural activities
in the light of the principle of observing, aside from
the profitability, the social benefit and respect to the
environment.

the
bank has a policy to fight against corruption and
money laundering etc. as a significant principle as
stipulated by international norms and the provisions
of national laws and regulations. The bank shall take
appropriate measures to discharges duties by the
employees with utmost due care and caution to fight
against accumulation of crime originated assets.

the bank has a clear policy and
takes all measures in order to prevent the use of
insider information for the trading purposes.

the bank,
during its relations with the public organizations,
regulators and other institutions, should act
in observance of the principles of honesty,
accountability and transparency, and should show
the utmost care for the correct, complete and timely
communication of the information, documents and
records in accordance with the laws and regulations
of the country.

the bank shall avoid
all kinds of practices and applications that may
cause unfair competition on the employment of the
personnel.

the bank shall take appropriate
measures to take the challenges of industrial
competition in compliance with the laws and
regulations. During the SIBL’s actions to defeat
the competitive forces- all of its activities within the
free market economy shall avoid any unfair means
which may cause indiscipline in the economy or
industry or may be termed as immoral or unjustified
behavior or is against the principles of integrity.
All actions against competition shall rather aim to
(i) overall development of the financial sectors (ii)
develop public trust on overall banking operations
(iii) observe the common interest of banks.

SIBL
shall act honestly, realistically, and in compliance
with legal regulations and with the general
moral principles during its announcements,
advertisements and notices under the publicity
and advertising activities regarding products and
services as well as its financial structures. The bank
shall avoid all acts and behaviours that may damage
the reputation of the banking as a profession. The
bank shall also ensure that the announcements,
advertisements and notices do not contain any
statements or expressions degrading or humiliating
other banks, or the products and services of other
banks.

SIBL shall establish
a system in order to respond all and any kinds of
questions of their customers stemming from the
services offered and shall accordingly inform to
customers about this system.

SIBL shall recognize the concept of
“Security” that includes all measures towards the
protection of all and any service mediums of the
bank in banking sector including technical hazards
in the services offered to the customers.

Annual Report 2018 | Page - 15
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Social Islami Bank Limited

o the bank shall be
aware that it shows due diligence in order to ensure
that the employees of the bank possess knowledge,
background and a sense of responsibility required
by jobs.

° the
bank shall in line with the principle of managing
the human resources in the best possible way,
offer trainings, courses, seminars and similar
opportunities to their employees in order to ensure
that they reach to the level necessitated by the time
and by the banking profession.

o The bank shallintroduce
internal regulations requiring that its employees look
neat and clean in conformity with the reputation of
the banking profession and are also provided with a
good congenial working environment.

o The bank shall maintain and
update a detailed job description to distribute its
jobs among the employees so that the bank can
show due diligence for the employment of sufficient
number of personnel required by the workload,
organize the employees in a way that they yield
maximum productivity during the working hours,
and show utmost efforts for preventing overtime
work and that the employees use their annual leaves
regularly.

CODE OF CONDUCT FOR THE EMPLOYEES

e Adhere to the shariah principles.
e Adhere to the disciplinary measures of the bank.

e Adhere to applicable laws and regulations during
performance of duties,Inform the customers about
the benefits and risks of the products and services
offered to them,

e Offer unbiased and fair service to the customers
receiving the same services,

e Not to disclose the secrets of their customers and
the banks which they come to learn by virtue of
their positions and titles to anyone other than those
persons and authorities who are explicitly authorized
under laws,

e Not to cause any loss of reputation of the bank
during works and attitudes,

e Not to be engaged in any activity that can be
classified as personal business.

Page - 16 | Annual Report 2018

Not to behave in contradiction to the principles
of justice, integrity, honesty, reliability and social
responsibility,

To cooperate with other employees for common
purposes through building a courteous and diligent
communication during their fulfilment of duties,

Not to use the bank's assets and resources
unproductively and outside the designated purpose,

Not to derive any personal benefits both from their
own job potentials and from potentials of their
customers by using their positions and titles,

To refuse all such benefit offers immediately and to
inform such offers to the competent authorities and
to their superiors,

Not to be involved in relations with the customers
such as borrowing-lending, being guarantor and
opening common accounts with the customers
which do not correspond with ethical principles,

Not to accept presents from the current or potential
customers, other than those presents accepted by
the bank personnel under the established practices
in the bank,

To be aware of one’s accountability regarding the
duties assumed during the performance of the
services,

Not to assume any position in any private and public
organization other than associations, foundations,
cooperatives, and similar organizations without the
approval of the bank.




Name of the Company

Social Islami Bank Limited

City Center, Level 19, 20, 21, 22, 28 & 29
90/1 Motijheel C/A, Dhaka-1000
Phone PABX : +88-09612001122
FAX . 88-02-9568098
Email - info@sibl-bd.com
Website - www.siblbd.com
SWIFT - SOIVBDDH

Managing Director & CEO
Mr. Quazi Osman Ali

Company Secretary
Mr. Abdul Hannan Khan

Chief Financial Officer
Mr. Walid Mahmud Sobhani, FCMA

Chief Risk Officer
Mr. Kazi Obaidul Al-Faruk

Chief Compliance Officer
Mr. Giash Uddin Bhuiyan

Auditors

M/S Syful Shamsul Alam & Co.
Chartered Accountants
Paramount Heights, Level-6
65/2/1 Box Culvert Road

Purana Paltanm

Dhaka-1000

CORPORATE

PROFILE

Social Islami Bank Limited (SIBL) was established in the year 1995 as a public limited
company which is engaged in Shariah based commercial banking in the country and its
modus-operandi are substantially different from other conventional banks. This is the
second-generation pioneer Islamic Bank in this country to introduce online banking

facilities to its customers.

Legal Form

Company Registration No.
Authorized Capital

Paid up Capital

Bank's License No.

Tax Payer Identification No
Business Identification No
Credit Rating Agency
Number of Employees
Number of Branches
Number of Shares

Investors” Enquiry

For Offshore Banking

For SIBL Securities Limited
(a subsidiary of SIBL)

For SIBL Investment Limited
(a subsidiary of SIBL)

Listing Status (Shares)

. Public Limited Company
: C-28763(44)/95

: Taka 10,000,000,000

. Taka 812,12,85,060

DBOD:200/60-943/95

: 144050147394

: 000302065

: Emerging Credit Rating Ltd.

. 2847 (two thousand eight hundred forty seven)
: 155 (One Hundred Fifty Five)

: 812,128,506

: Share Division

City Center, Mezzanine-2
90/1 Motijheel C/A, Dhaka-1000
Phone PABX: 88 02 09612001122

. Off Shore Banking Department

City Center, Level-19
90/1 Motijheel C/A, Dhaka-1000

. Chief Executive Officer

3rd floor, 15 Dilkusha C/A, Dhaka-1000

. Chief Executive Officer

City Center, 90/1 Motijheel C/A, Dhaka-1000

: DSE (Dhaka Stock Exchange)

Symbol: SIBL, Listing Date: 18.11.2000

CSE (Chittagong Stock Exchange)
Symbol: SIBL, Listing Date: 04.10.2005

Market Price as on 3112.2018
DSE Taka 15.40 Category A
CSE Taka 15.30 Category A
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MILESTONE

Starting of 1st Branch

———= Incorporation Date
——— =  Certificate of Commencement of Business
—— =  Formal Inauguration

@—

Initial Public Offering

Listing with Dhaka Stock Exchange ——

2004
2005

J U

1st Right Share - 2007

(IPO) o——

2004 - Online Banking Facilities Introduced
2005 - Listing with Chittagong Stock Exchange

2007

Launching of remittance service - 2008 & 2008

2nd Right Share - 2009 ————

-

I e Opening of 50th Branch

——e Formation of Subsidiary Companies
a) SIBL Securities Ltd
b) SIBL Investment Ltd.

———e Agreement with VISA

—— Introducing Core Banking Software

Page - 18 | Annual Report 2018

2009

Introducing Concurrent Audit System e—
3rd Right Share e—

Opening of 75th branch (Bashundhara) e—
Introducing Green Banking Window e—

Introduction of School Banking e—
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Launching Internet Banking (SIBL Now)
International Rating from Moodys
Opening of 155th Branch

Issuance of Mudaraba Subordinated Bond
Introduction of Agent Banking
A |

Opening of 125th Branch
(Corporate Branch)

L@

—e 6,25,000 nos. of Deposit Accounts Opening of 138th Branch

OVERVIEW OF THE BANK

—e 49,000 nos. of Investment Accounts
L—e Opening of 100th Branch (Kankirhat)

Own Corporate Head Office at City Centre
Launching of Offshore Banking Unit
Launching of Internet Banking

Annual Report 2018 | Page - 19




‘///,é/EL Social Islami Bank Limited

SPONSORS OF SIBL

1 Prof.Dr. M. A. Mannan, MA (Econ) (Michigan), Ph.D. Michigan) (USA) Certificate in Economic Dev (USA).
2 Major Dr. Md. Rezaul Haque (Retd)

3 Dr. Md. Jahangir Hossain

4  Late Mohammad Ibrahim Miyan

5 Late Md. Abdul Malek

6 FOUNTAIN (Pvt.)Ltd.

7 Bangladesh Social Peace Foundation

8 Dr.J. H. Gazi.

9  Mr. M. Nurul Amin

10 Mr. Md. Shah Alam

11 Alhaj Sultan Mahmood Chowdhury

12 Alhaj Mohammad Nesaruddin.

13  Mr. Abdul AwalPatwary

14  Mr. Md. AnisulHoque, Representing Hamdard

Laboratories (Waqf) Bangladesh
15 Mrs. NargisMannan, B.A.(Hons), M.A.(DU)

16 Mrs. Fatema Begum

OVERVIEW OF THE BANK

17 Mrs. ShamsunNahar Begum

18 Mrs. ZohraAlam

19 Islam Import & Export Associate Ltd.

20 Al-Haj Nasiruddin

21 Mr. Kamal Uddin Ahmed

22 Mr. Ahmed Akbar Sobhan

23 Mrs. Hasina Igbal

24 Al-Haj Sk. Mohammad Rabban Al

25 Alhaj Mohammad AynulHaque

26 Mr. Mohammad Azam

27  Mr. Md. Aminuddin

28 Dr.Reshmi Mannan Siddique, B.Sc. (Econ.), (LSE), U.KM.Sc. (Oxon.), M.S. (NY), Ph.D. (Ohio) (U.S.A.)
29 Dr.Ghalib Mannan, M.B.B.Ch. (Wales) (U.K.),.M.D.(U.S.A.)
30 Mr. Sadat Sobhan

31 Alhaj S.N. Haque

Page - 20 | Annual Report 2018
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FUNCTIONS OF SOCIALISLAMIBANKLIMITED

Deposit
Procurement &
management under
shariah

Investment using Financial Services

Islamic Financial i.e. Letter of
Contract Guarantee, Money

Transfer

OVERVIEW OF THE BANK

Corporate Social
Responsibilities
(CSR)

Annual Report 2018 | Page - 21
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PRODUCTS & SERVICES

DEPOSIT PRODUCTS

Al-Wadeeah Current Deposit (AWCD) Account

Mudaraba Hajj/Umrah Savings Deposit (Kafela)

Cash Wagf

Mudaraba Savings Deposit Account

Cash Waqgf Deposit Scheme

Mudaraba Super Savings Account

Mudaraba. Notice Deposit Account
Mudaraba Term Deposit Account

1 Month

3 Month

100 Days

6 Month

200 Days

12 Month

2 Years

3 Years

Cash Wagqgf Savings Scheme
Cash Wagf Mudaraba Monthly Profit Deposit Scheme
Mudaraba Lakhopoti Deposit Scheme
Mudaraba Marriage Deposit Scheme
Mudaraba Muhorana Savings Scheme
5 Years
10 Years
Sanchita Special deposit Scheme
Subarnalata Special Deposit Scheme
Subarna Rekha Special Deposit Scheme

Shabuj Chaya Special Deposit Scheme

Mudaraba Monthly Profit Deposit Scheme (SIBL Astha)

Shabuj Shayanna Special Deposit Scheme

Mudaraba Millionaire Savings Scheme

Sukher Thikana Special Deposit Scheme

Mudaraba Education Savings Scheme

Sachchanda Protidin Special Deposit Scheme

7 Years

Mudaraba Savings Deposit-Student Acount

10 Years

15 Years

20 Years
Sonali Din Special Deposit Scheme
Mudaraba Special Deposit Pension Scheme
Mudaraba Bashastan Deposit Scheme

Page - 22 | Annual Report 2018

SIBL Youngster Account
Mudaraba Zakat Savings Deposit Scheme (Proshanti)
SIBL Super DPS Special Savings Scheme




Social Islami Bank Limited
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SIBL

INVESTMENT PRODUCTS

Bai- Murabaha

Bai-Muajjal

Hire Purchase under Shirkatul Melk (HPSM)
Musharaka

Bai- Salam

Documentary Bill Purchase

Quard

SIBL Employees’ House Building Investment Scheme
SME and Agricultural Finance

Women Enterprise Finance

Retail Finance

Family Empowerment Islamic Micro Finance

CARD PRODUCTS

VISA Islami Credit Card Products:
Domestic Classic
International Classic
Domestic Gold
International Gold
International Platinum
VISA Islami Prepaid Card Products:
Hajj Card
Travel Card
Student Card
Gift Card
VISA Islami Debit Card Products:
VISA Islami Zameel Card

SERVICE PRODUCTS

Online Banking

ATM 24/7

Automated Clearing

Electronic Fund Transfer

Internet Banking (SIBL NOW)

Offshore Banking

Centralized Trade Processing Services
Remittance

Locker

Students File

SWIFT

Capital Market Services through SIBL Subsidiaries
ADR (Alternate Delivery Channel)
School Banking

Agent Banking

RTGS (Real Time Gross Settlement)

OVERVIEW OF THE BANK
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BOARD OF
DIRECTORS

01. Prof. Md. Anwarul Azim Arif 08. Dr. Md. Jahangir Hossain
Chairman Director
1
02. Mr. Belal Ahmed 09. Mr. Md. Faysal Ahmed Patwary
Vice Chairman Director
03. Mr. Md. Sayedur Rahman 10. Mrs. Jebunnesa Akbar
Director Director
04. Mr. Md. Kamal Uddin 11. Professor A J M Shafiul Alam Bhuiyan, Ph.D
Director Independent Director
05. Mrs. Nargis Mannan 12. Professor Mohammed Mizanur Rahman, Ph.D
Director Independent Director
06. Mr. Arshadul Alam 13.  Mr. Quazi Osman Ali
Director Managing Director & CEO
07. Mr. Ali Hasan Md. Mahmud Ribon 14. Mr. Abdul Hannan Khan
Director SEVP & Company Secretary

The Board of Directors of the Bank constituted with
twelve Members including 2 (two) Independent
Directors each having years of experiences in the
industry. The board ensures that the company
achieves superior financial results and stewards
its leadership position in the industry. Moreover,
the board is engaged in major activities such as
addressing major policy, regulatory and strategic
issues and providing proper guidelines, monitoring
financial performance, monitoring operations
of internal control, approval of annual budget,
major capital expenditure. Evaluation of financial
performance, approval of audit report, appointment
and evaluation of Managing Director and Senior
Management team are the key decisions where
the board of directors plays a good part to carry
on a sound banking system. In addition, the board
of directors is the responsible body to make timely
reporting to shareholder about the affairs and
performance of the company. The Board also
responsible to comply all types of Rule, Regulation,
Notification and Orders issued by the Regulatory
Authorities in time to time. They also ensure to
implement the good Corporate Governance in the
Bank. During the year 2018, total 19 numbers of
Board meetings were held compared to 27 meetings
in the year 2017.




Prof. Md. Anwarul Azim Arif

Chairman

Prof. Md. Anwarul Azim Arif, the Chairman of the Board of Directors of Social Islami Bank Limited was the Vice
Chancellor of University of Chittagong from June 15, 2011 to June 14, 2015. He completed B.Com (Hons) and M.Com
from the University of Chittagong. Later, in 1982, he completed MBA from the University of the Philippines. In January
1976, Prof. Arif started his career as lecturer in the University of Chittagong and ended up as Vice-Chancellor of the
same University. During his career in the University of Chittagong Prof. Arif served as the Chairman of the Department
of Management from 1992-95. He also served as the Vice Chancellor of Premier University from 2002 to 2006 and as
Pro-Vice Chancellor of Chittagong University from July 2001 to November 2001. He was also the Dean of Faculty of
Commerce, University of Chittagong from 1994-96. Prof. Arif was elected President of Chittagong University Teachers’
Association from 1995-97 and as Secretary General, Bangladesh University Teachers’ Association Federation from
1996 -97. He was a member of Executive Committee of Association of Management Development Institutions in South
Asia (AMDISA), Hyderabad, India, a regional organization of management institutions of SAARC countries from 1994
to 96. Prof. Arif was also elected as a Member of Chittagong University Syndicate from 1997 to 98. Prof. Anwarul Azim
Arif has discharged his responsibilities as a member of Chittagong University Senate from 1986 to 2015. Prof. Arif
was a responsible member of Chittagong Education Board and also a member of Bangladesh Plantation Employees’
Provident Fund Trustee Board nominated by the Ministry of Labor and Employment, Government of Bangladesh. He
also participated in different trainings, seminars and workshops both in home and abroad. Prof. Md. Anwarul Azim Arif
visited different countries across the world including United States of America (USA), Netherlands, Germany, France,
Belgium, Norway, Australia, Japan, South Korea, Thailand, Taiwan, Singapore, Malaysia, Srilanka and India. Prof. Md.
Anwarul Azim Arif was nominated for the “Best B School Award 2012” of Asia by “The World Education Congress”.
He was also awarded United Nations Human Rights Award, 2004 for extraordinary performance in the field of human
rights & social works. Prof. Arif received A/D/C Fellowship in 1980, CBC Fellowship in 1996, US International Visitors
Award in 1989 and received such others awards & scholarships for his excellent academic performances.
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MR. BELAL AHMED
Vice Chairman

Mr. Belal Ahmed is the Vice Chairman of the Board of Directors of Social Islami Bank Limited and Chairman of
the Executive Committee (EC) of SIBL. Mr. Belal Ahmed started business in Bangladesh as Proprietor of Unitex
Proprietorship after completion of his higher education from Canada. He is the Managing Director of Unitex Spinning
Limited, Unitex Composite Mills Limited, Unitex LP Gas Limited, Unitex Petroleum Limited, Unitex Cement Limited,
Unitex Steel Mills Limited of Unitex Group. He is also the Managing Director of Padma Wears Limited. Mr. Belal was
one of the Directors of Chittagong Chamber of Commerce and Industries during the period from 2013 to 2015. He is
also the Director of SIBL Securities Ltd. and SIBL Investment Ltd.

Page - 28 | Annual Report 2018
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MR. MD. SAYEDUR RAHMAN is a Director of Social Islami
Bank Limited and one of the renowned and successful industrialists
and businessmen of high stature of the country. He is a prominent
figure in Garments industry. Currently he is the Managing Director of
eminent M/S. Lodestar Garments Ltd., M/S. Mid-Asia Fashions Ltd.
He has been representing Social Islami Bank Limited to Bangladesh
Association of Banks (BAB) since long. He is also a Philanthropist
engaged in various social activities in the Country. He is also
discharging his responsibilities as a member of Risk Management
Committee of the Bank.

MR. MD. KAMAL UDDIN is one of the renowned and
successful Industrialists and well experienced international
Businessman of the country. He is holding the degree of Bachelor
of Commerce (B.com). Currently he is the proprietor of CBM
Consortium. He is the Chairman of Mercantile Insurance Company
Ltd. He is also the Managing Director of Chittagong Builders &
Machinery Ltd., Merchant Securities Limited and Sifang Securities
Limited. He is also the Director of Human Resources Development
Co. Ltd., Central Hospital (PVT) Ltd., ASM Chemical Industries Ltd.
and Universal Health Services & Research Ltd. He is also a Veteran
in Stock Market Business. He is a well known Social Organizer and a
man of Islamic Personality. Mr. Uddin has widely traveled in several
countries in connection with business and participated in different
trade fairs. He is a Chairman of Risk Management Committee and
Member of the Audit Committee of the Bank. He is also the Chairman
of SIBL Securities Ltd. and SIBL Investment Ltd.
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Social Islami Bank Limited

MRS. NARGIS MANNAN is a Sponsor Director of Social
Islami Bank Limited: received her B.A (Hons) & M.A Degree in
Political Science from University of Dhaka in 1964; served as
lecturer in Pakistan Council, Islamabad Pakistan (1967-69).She is
an international recognized copper artist: held a number of solo
exhibitions in various countries around the world that includes
Lae, Papua New Guinea (1976); Jeddah Fine Arts Society (1979
to 1995) in Jeddah, Saudi Arabia; Shilpa Kala Academy in Dhaka,
Bangladesh (1987); Soviet Culture Centre in Dhaka, Bangladesh
(1987), Frunge, Kirghizia, former U.S.S.R (1988); Nairobi, Kenya
(1994); Academy of Fine Arts in Calcutta, India (1995); The National
Museum in Dhaka, Bangladesh (1998).

She also received a number of Awards that includes: Moonis Raza
Memorial Award at the Indian Institute of Technology (lIT), New
Delhi, given by Global Association of NRI in 1996; Sher-e-Bangla
National Award given by National Personality Research Centre in
2004; Begum Rokeya Shining Personality Award-2006, given by
Narikantho Foundation. She has been involved in many social and
cultural activities. She was the President of Padakkhep-'64 during
the period from 2006 to 2008, An Association of Dhaka University
Gradutes-64. She was also the Treasurer of Soroptimist International
Club of Dhaka during the period from 2007 to 2015.

She is the Founder Trustee and Vice-Chairman of House of Mannan
Charitable Trust (HMCT). She is the wife of Prof. Dr. M.A.Mannan,
Founder Chairman of Social Islami Bank Limited.

MR. ARSHADUL ALAM a industrialist of the Country and
also a Director of Social Islami Bank Limited. He completed his
MBA from American International University-Bangladesh (AIUB),
Dhaka, Bangladesh. He started his business after completion of
his Under graduation in Business Communication from University
of Queensland, Brisbane, Australia. He bears more than 12(twelve)
years of experience in different fields of business. He is the
Proprietor of Uni-Trade International & Nishat Traders and he is
also the Managing Director of Jesco Capital Management Ltd.
He is discharging his responsibilities competently in the affairs
of the Board of Directors of the Bank. He is also discharging his
responsibilities as a member of the Executive Committee (EC) of
the Bank.

BOARD AND COMMITTEES
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MR. ALI HASAN MD. MAHMUD RIBON appointed as a
Director of Social Islami Bank Limited on 13th November, 2017. He
bears almost 38 years of business Experience in different fields.
He is holding the degree of Bachelor of Arts under the University
of Rajshahi. He is a knowledgeable individual in exporting fish. He
also bears a vast knowledge as Contractor. He is the Chairman
of M/S. Mahmud Ribon. He is discharging his responsibilities
competently in the affairs of the Board of Directors of the Bank.
He is also discharging his responsibilities as a member of the Risk
Management Committee of the Bank.

DR. MD. JAHANGIR HOSSAIN is a Director of Social Islami
Bank Limited. He completed his M.B.B.S from Sylhet MAG Osmani
Medical College, Bangladesh. He also completed “Advanced
Diploma in Ultrasound” from Institute of Ultrasound Techniques,
Toronto, Ontario, Canada in 2008 and “Diploma in Medical
Ultrasound” from Shristy Institute for Health Sciences, Dhaka in the
year 2007. He has more than 41 years of professional experience
in his medical career. He started his career in the year 1975 as
Lecturer of Sir Salimullah Medical College & Hospital, Dhaka. After
that he left for Kingdom of Saudi Arabia and served Ministry of Health
of KSA for 25 years and voluntarily retired in the year 2003 as Senior
Medical Officer. He is discharging his responsibilities competently
in the affairs of the Board of Directors of the Bank. Mr. Jahangir is
also the member of Audit Committee of the Bank.
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MR. MD. FAYSAL AHMED PATWARY is a Director of
Social Islami Bank Limited. Mr. Patwary also acted as Director of
Social Islami Bank Limited from 12.06.2010 to 29.06.2012. He also
acted as Alternate Director of Social Islami Bank Limited on several
times. Mr. Patwary achieved prestigious degree of Barrister-at-Law
from renowned Inns of Court School of Law (ICSL), City University,
London. He is known for high level of accuracy and consistency in
all areas of legal work. Mr. Patwary was associates of well reputed
prominent lawyer namely Barrister Md. Abdus Samad, Senior
Advocate, Supreme Court of Bangladesh and Mr. Ahsanul Karim,
Advocate, Supreme Court of Bangladesh. Presently, Mr. Patwary
is the head of the Associates & Senior Consultant of Patwary &
Associates. He is also the Director of M/s. Patwary Potato Flakes
Ltd., M/s. Greentech Greenhouse Bangladesh Ltd. and Northern
General Insurance Company Ltd.

MRS. JEBUNNESSA AKBAR is a Director of Social Islami
Bank Limited. She completed her Graduation from Chattagram
College. She also completed a professional course on “ Fashions
and Jewelry Designing” from the Institute of Fashions and Jewelry
Designing, New Dilhi, India. Mrs. Akbar achieved a Diplima in
Computer Science from APTECH. Uttara, Dhaka. She bears
24 (twenty four) years of experience in different field of welfare
organization. She was a Director of BIFC from June 2016 to December
2017. She was the president of National Defence College (NDC)
Ladies Club (Welfare Organization of Ladies and Children of NDC’s
Officers, Course Members & Employees) from June2011 to February
2015 and DGFI (Directorate General of Forces Intelligence) Ladies
Club (Welfare Organization of DGFI’s Civil and Military Officers and
Military and Civil Employees’s wives and Children) from Feb 2009
to June 2011. She was the Vice President of Sena Paribar Kalyan
Samity Central Committee, Dhaka (Welfare Organization of Soldiers
Wives and Children all over the Bangladesh Army) from Feb-2001
to Dec 2002 and the Secretary of Ladies Club, Bangladesh High
Commission, New Dilhi (Welfare Organization of Wives and Children
of Diplomate & Employees posted at New Dilhi High Commission)
from Dec 1995 to Oct 1999.

She is discharging her responsibilities competently in the affairs of
the Board of Directors and Executive Committee (EC) of the Bank.
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PROFESSOR A J M SHAFIUL ALAM BHUIYAN,

PH.D appointed as an Independent Director of Social Islami Bank
Limited on 13th November, 2017. He is an well known Professor
of the University of Dhaka Having an immense knowledge and
experience in Mass Media Communication and Journalism, Dr.
Bhuiyan was ranked First Class First both in B A (Hons.) and M. A
in the said discipline. He did Ph. D. in Media and Communication
from a renowned North American University. He also bears a vast
professional experience as Professor and Chairman of Department
of Television, Film and Photography, University of Dhaka. He is also
the advisor of the Department of Media and Mass Communication,
American International University, Bangladesh. Dr. Bhuiyan worked
as researcher and team leader of different projects of Bangladesh
and other international organizations like UNESCO and UNDP
Bangladesh. Mr. Bhuiyan is also prominent media personnel. Mr.
Bhuiyan is also the Chairman of Board Audit Committee of the Bank.
He is also an Independent Director of SIBL Investment Ltd. (a
subsidiary company of the bank)

PROFESSOR MOHAMMED MIZANUR RAHMAN,

PH.D was appointed as an Independent Director of Social
Islami Bank Limited on 13th November, 2017. He completed his
BSE & MSE in Applied Chemistry and Chemical Engineering from
the University of Dhaka in the year-1995 and 1996 respectively.
Having an immense knowledge and experience in diversified
fields, he discharged his responsibilities as a Member and CEO
(from July 2015 to date) of different Institutions under Ministry of
Textile and Jute. He is serving as standing committee and project
implementation of the Skill for Employment investment project (SEIP-
BTMA) from July 2015 to continue financed by ADB and Ministry
of Finance Govt. Dr. Rahman is a member of the National Science
and Technology fellowship Committee since January 2014 under
the Ministry of Science and Technology GoB. He also augmented
his qualifications from the different International Universities of
Japan and Germany. He is vastly known Professor of Department
of Applied Chemistry and Chemical Engineering, University of
Dhaka. He is also discharging his duty as a Syndicate Member and
Academic Council Member of the University of Dhaka, Member of
the Governing body of the Enam Medical College, Savar, Dhaka
and Shymoli Textile Engineering College.

Dr. Rahman is a Gold Medalist Recipient in Physical Science
awarded by the Bangladesh Academy of Science in the year of
2009 and Young Scientist Award Winner of Third World Academy
of Science (TWAS), Triste, Italy. He is also awarded with, Primary
Scholarship Award of Ministry of Education, Bangladesh, Younger
Researcher Award-2005, Kumamoto University, Dr. Rahman is
Japan Society for the promotion of Science (JSPS), Japan and
Alexandar von Humboldt (Germany) fellow these are the two
prestigious fellowships in the World. He is also discharging his
responsibilities as a member of the Executive Committee (EC) of the
Bank. He is also an Independent Director of SIBL Securities Ltd. (a
subsidiary company of the bank)
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MR. QUAZI OSMAN ALI

Managing Director & CEO

Mr. Quazi Osman Ali a seasoned banker, has a glorious professional banking career spanning over three decades.
Mr. Ali was born on 15th December, 1956. He completed Bachelor of Commerce (Honours) and Masters of Commerce
in Management from the University of Chittagong in 1977 and 1978 respectively. He started his banking career as
Trainee Officer at National Bank Limited (NBL) in 1984 and served the Bank up to the year 2000 in different capacities.

He joined First Security Islami Bank Limited (FSIBL) in the year 2000 as Assistant Vice President and served there
up to 30th October, 2017. During his long tenure at FSIBL he served as the Head of different Branches and Divisions
at Head Office. He also served as the Zonal Head of Chittagong Zone of FSIBL. As the acknowledgement of his
sincerity, dedication and performance, he was promoted to the ranks of Executive Vice President, Senior Executive

Vice President, Deputy Managing Director and Additional Managing Director in FSIBL.

Mr. Ali joined Social Islami Bank Limited (SIBL) as its Managing Director & CEO with effect from 31st October, 2017.
During his long and colourful 34 years of banking career, he gained extensive banking experience and developed a
wide range of expertise as he worked in different capacities in almost all the areas of banking viz. Strategic Planning,
Managing Investment Portfolio, Foreign Trade, Treasury Operation, General Banking, Asset Liability Oversight,
Leadership Development, Risk Mitigation, Regulatory Compliance, Customer Engagement, Branch Management, etc.

Mr. Quazi Osman Ali attended numerous seminars, workshops and training programs at home and abroad. A widely
travelled person, Mr. Ali visited many countries including the United States of America (USA), Canada, the United
Arab Emirates (UAE), Malaysia, Myanmar, Indonesia, Singapore and India to enrich his professional knowledge.
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SIBL Social Islami Bank Limited

EXECUTIVE COMMITTEE

Name of the Members Designation
Mr. Belal Ahmed Chairman
Mr. Arshadul Alam Member
Mrs. Jebunnesa Akbar Member

Professor Mohammed Mizanur Rahman, Ph.D  Member

As per Bangladesh Bank BRPD Circular No. 06 dated February 04, 2010, every bank shall form an Executive Committee.
SIBL has constituted a four members Executive Committee of the board as per Bangladesh Bank guidelines to ensure
good corporate governance in the business. This is the subordinate committee of the Board of Directors of the Bank.
The Committee is responsible for developing policy and strategy for smooth operation of the business. Moreover,
the committee is also responsible for business development of the bank to ensure maximization of shareholders’
wealth protecting other stakeholders’ interest too in the company. During the year 2018, total 14 Executive Committee
Meetings were held against 24 nos of meeting in the year 2017.

e The executive committee can decide or can act in those cases as instructed by the Board of directors that are not
specifically assigned on full board through the Bank Company Act, 1991 and other laws and regulations.

e The executive committee can take all necessary decision or can approve cases within power delegated by the
board of directors.
All decisions taken in the executive committee shall be ratified in the next board meeting.

e The executive committee can sit any time as it may deem fit.

= The committee may invite Chief Executive Officer, Head of internal audit or any other Officer to its meetings, if it
deems necessary;

AUDIT COMMITTEE

Name of the Members Designation
Professor A J M Shafiul Alam Bhuiyan, Ph.D Chairman
Mr. Md. Kamal Uddin Member

Dr. Md. Jahangir Hossain Member

In order to establish a good corporate governance and a culture of adequate internal control system inside the bank
and to evaluate the activities of the Bank as per guidelines of the Bangladesh Bank and Corporate Governance Code
(CCQG) of Bangladesh Securities and Exchange Commission (BSEC), SIBL has constituted an Audit Committee that
plays an effective role in devising an efficient and secured banking system. The Audit Committee has been formed
comprising three members of the Board of Directors. Professor A J M Shafiul Alam Bhuiyan, Ph.D, Independent Director
of the bank acted as the Chairman of the Board Audit Committee who possesses sound knowledge of different field
in the industry. He is a prominent media personnel having a vast professional experience as a renowned Professor
of University of Dhaka. The internal audit is supervised under Internal Control & Compliance Division (ICCD). The
committee reviews the financial reporting process, the system of Internal Control, Management Information System,
Management of Risks, the Bangladesh Bank and Internal Audit reports, Audit process and Compliance with laws and
regulations and banks’ own code of conduct. During the year 2018, total 5 nos. of Audit Committee Meetings were
held against 10 nos. of meetings of 2017. Audit Committee also plays the following role in the bank-

(&) Oversee the financial reporting process;
(b) monitor choice of accounting policies and principles;

(c) monitor Internal Audit and Compliance process to ensure that it is adequately resourced, including approval of
the Internal Audit and Compliance Plan and review of the Internal Audit and Compliance Report;

(d) oversee hiring and performance of external auditors;

(e) hold meeting with the external or statutory auditors for review of the annual financial statements before submission
to the Board for approval or adoption;

(f) review along with the management, the annual financial statements before submission to the Board for approval;

(g) review along with the management, the quarterly and half yearly financial statements before submission to the
Board for approval;

(h) review the adequacy of internal audit function;

(i) review the Management’s Discussion and Analysis before disclosing in the Annual Report;

() review statement of all related party transactions submitted by the management;

(k) review Management Letters or Letter of Internal Control weakness issued by statutory auditors;

(I) oversee the determination of audit fees based on scope and magnitude, level of expertise deployed and time
required for effective audit and evaluate the performance of external auditors;

(m) The Audit Committee reported on its activities to the Board.
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RISK MANAGEMENT COMMITTEE

Name of the Members Designation
Mr. Md. Kamal Uddin Chairman
Mr. Md. Sayedur Rahman Member

Mr. Ali Hasan Md. Mahmud Ribon Member

Under the stipulated instructions of Bangladesh Bank, the bank has formed a separate Risk Management Committee
(RMC) consisting of 3 (three) members of the Board of Directors. In view of BRPD Circular no 11, revised Risk
Management Guidelines 2012 and subsequent DOS Circular No.4 dated 8th October, 2018, functions of the Risk
Management Committee shall comprise an effort to ensure proper risk management in bank. The RMC reviewed
stress testing as per Bangladesh Bank guideline for examining the bank’s capacity of managing future shocks as
well as deals with all potential risks that might occur in future. During the year 2018, total 4 (four) Risk Management
Committee Meetings were held against 5 meetings in 2017. A brief on the function of the members of the Risk
Management Committee may be given as under-

e toacquire clear understanding of the type of risk inherent in Business line and to take appropriate steps to ensure
different risk management issue of the bank.

* to define the risk appetite.( Risk appetite is generally expressed through both quantitative and qualitative means

and should consider extreme conditions, events and outcomes. It should be stated in terms the potential impact

on profitability, capital and liquidity)

to design the organization structure to manage risk within the bank.

reviewing and approving risk management policies and re-viewing at least annually to limit the risks, consistent

with the bank’s risk appetite.

to ensure adequate record keeping and proper reporting system.

to review and approve risk limits and re-reviewing at least annually.

to ensure monitoring and compliance with overall risk management policies.

to be knowledgeable about the methods available to measure risks for various activities.

Supervising day to day activities of senior managers and head of business line.

establishing committee and sub-committee to be in charge of ongoing risk management.

to carefully evaluate all the risks associated with new activities and ensure that proper infrastructure and internal

control are in place.

to provide adequate staffing for activity and designated staff with appropriate credentials to supervise the activity.

to ensure that all Senior Management including line managers have sufficient knowledge on risk management.

SHARIAH SUPERVISORY COMMITTEE

Name of the Members Designation

Mr. Mohammad Muhibbullahil Bagee Chairman (Current Charge)
Dr. Mohammad Gias Uddin Talukdar Member-Secretary

Mr. Shah Mohammad Wali Ullah Member

Mr. Mohammad Mozahidul Islam Chy Member

Dr. A. M. Kazi Mohammad Harun ur Rashid Member

Mr. Mohammad Osman Mehedi Member

SIBL has formed a Shari’ah Supervisory Committee (SSC) consisting of 6 (six) prominent Islamic Scholars. SIBL
always tries to follow the teachings of Islam in activities as well as to strengthen the trust of the clients. During the
year 2018, total 4 (four) Shariah Supervisory Committee (SSC) Meetings were held. As per Article 104 of the Articles
of Association of the Bank, the board of Directors of the Bank has determined the terms and references as under-

e The function of the Shari'ah Supervisory Committee is to offer views on matters related to the Bank from time to
time. The Shari’ah Supervisory Committee may require any papers from the Bank and examine the same in order
to ensure that all activities of the Bank are being carried out in accordance with the Islamic principles.

e The SSC will assist the Board of Directors (BOD) by way of advice on matters relating to Shari'ah. Their
recommendations on Shari'ah principles must be respected by the BOD as it is committed to run the Bank strictly
in accordance with Shari'ah.

e The opinions of the majority of the members shall be taken to be the opinion of the SSC provided that the said
opinion is supported by the majority of Fakihs/Mulftis/Islamic Scholars present in the meeting.

e The SSC shall have a Secretariat. There will be a Member-Secretary, who will see whether the functions of the
Bank are being carried out in accordance with the principles of Islamic Shari’ah. The Member-Secretary shall
remain responsible to the Shari’ah Supervisory Committee.

e Salaried Officer(s) designated as “Mudaqgqiqg” also called “Muraquib” with sufficient knowledge about all schools
of Islamic thoughts may be appointed by the Bank on the recommendation of the SSC to ensure compliance of
the Shari'ah principles in each and every case of the Bank and will be responsible to the SSC. He (they) would
be employee(s) of the Bank.

e The status of the SSC shall be advisory to the BOD and Supervisory in respect of operational activities of the Bank.
e The Annual report of the bank should be certified by the Shari’ah Supervisory Committee.
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Social Islami Bank Limited

MANAGEMENT COMMITTEE (MANCOM)

MANAGEMENT AND COMMITTEES

ﬁld Name Designation Position

1 Mr. Quazi Osman Ali Managing Director & CEO Chairman

2 Mr. Kazi Towhidul Alam Additional Managing Director Member

3 Mr. STM Abu Naser Chowdhury  Deputy Managing Director Member

4 Mr. Md. Sirajul Hoque Deputy Managing Director Member

5 Mr. Walid Mahmud Sobhani Senior Executive Vice President & CFO, FAD Member

6 Mr. Kazi Obaidul Al-Faruk Senior Executive Vice President, HRD Member Secretary
7 Mr. Abdul Hannan Khan Senior Executive Vice President & Company Secretary Member

8 Mr. Md. Giash Uddin Bhuiyan Executive Vice President, ICCD Member
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SIBL Social Islami Bank Limited

MANAGEMENT TEAM

Managing Director & CEO

Quazi Osman Ali

Additional Managing Director
Kazi Towhidul Alam

Deputy Managing Director
S T M Abu Naser Chowdhury
Md. Sirajul Hoque

MANAGEMENT AND COMMITTEES

Senior Executive Vice President Executive Vice President Senior Vice President

1. Walid Mahmud Sobhani
2. Mohammad Forkanullah
3. Ziauddin Sawlet Ghani
4. Kazi Obaidul Al-Faruk
5. Abdul Hannan Khan

6. Md. Shamsul Hoque

Md. Abdul Hamid
Mohammad Shoeb

Md. Sultan Badsha

Abu Rushd Iftekharul Haque
Md. Nazmus Saadat
Faruque Ahmed

Md. Giash Uddin Bhuiyan

Shamima Nargis
Shahriar Khan

Md. Khorsed Alam
Mahbub Hossain
Md. Wali Ullah
Shawket-UI-Amin
Md. Shamsul Alam
Md. Abdul Mottaleb
Muhammed Zubair

10. Kamal Uddin Ferdousi
The strategic management activities and overall business operations of SIBL are 11. Md. Towhid Hossain
sgperwsed and directed 'by the core management team of the bank. The managing 12. Shireen Akhterunnessa
director & CEO Mr. Quazi Osman Ali leads the core management team as well as the 13. Md. Lutfur Rahman Bhuiyan
whole bank. The core management team of the bank consists of one additional managing ’ ' ;

director and two deputy managing directors and all of whom have vast experience 14. Md. Akmal Hossain

in banking. The members of the team have also attended numerous training and 15. Md. Mozharul Haque
development programs both at home and abroad which enabled them to build enormous 16. Mohammad Mosle Uddin
knowledge base in banking.

Noop,rwdhE
©OoNTOA~WDNRE
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Social Islami Bank Limited ‘///,/S/T\BL

ASSET LIABILITY COMMITTEE (ALCO)

Mr. Quazi Osman Ali Managing Director & CEO Chairman
: Mr. Kazi Towhidul Alam Additional Managing Director Member
Mr. STM Abu Naser Chowdhury Deputy Managing Director Member
Mr. Md. Sirajul Hoque Deputy Managing Director Member
Mr. Walid Mahmud Sobhani SEVP & CFO Member Secretary
Mr. Mohammad Igbal SEVP & Head of TF & RMGD Member
Mr. Kazi Obaidul Al-Faruk SEVP & Head of RMD Member
Mr. Abdul Hannan Khan SEVP & CS Member
Mr. Md. Sultan Badsha EVP & Head of ICTD Member
Mr. Md. Abdul Hamid EVP & Head of IAD Member
Mr. Md. Akmal Hossain SVP & Head of ID Member
Mr. M.A. Mottaleb SVP & Head of BCGBD Member
Mr. Md. Towhid Hossain SVP & Head of IRMD Member
Mr. Muhammed Mizanul Kabir SVP & Head of SME Member
Mr. Mohammad Ahsan Habib VP & Head of TFO Member
n
L
INVESTMENT COMMITTEE I
=
=
Sl. No Name Designation Position (23
O
1 Mr. Kazi Towhidul Alam Additional Managing Director Chairman %
2 Mr. STM Abu Naser Chowdhury Deputy Managing Director Member ,f
zZ
3 Mr. Md. Sirajul Hoque Deputy Managing Director Member %
4 Mr. Abdul Hamid Executive Vice President Member EJr)
<
5 Mr. Md. Akmal Hossain Senior Vice President Member <ZE
6 Mr. Md. Towhid Hossain Senior Vice President Member Secretary =
7 Mr. Muhammed Mizanul Kabir Senior Vice President Member
8 Mr. Md. Shafiqul Islam Vice President Member

SIBL INTEGRITY COMMITTEE:

Sl. No Name Designation Position
1 Mr. Kazi Towhidul Alam Additional Managing Director Chairman
2 Mr. Walid Mahmud Sobhani Senior Executive Vice President & CFO  Member
3 Mr. Kazi Obaidul Al-Faruk Senior Executive Vice President g/lggé)aelrpsot?ﬁtretary
4 Mr. Md. Sultan Badsha Executive Vice President & CITO Member
5 Mr. Abdul Mottaleb Senior Vice President Member
6 Mr. Muhammad Mahfuzur Rahman Bhuiyan  Senior Assistant Vice President Member
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MANAGEMENT AND COMMITTEES

‘///,/S/T\BL Social Islami Bank Limited

STATUS OF COMPLIANCE REGARDING
APPOINTMENT OF CHIEF FINANCIAL
OFFICER & CHIEF INFORMATION
TECHNOLOGY OFFICER IN RELATION TO
BRPD CIRCULAR LETTER NO-03, DATED: 25
MARCH 2018.

Mr. Walid Mahmud Sobhani, FCMA, Senior Executive Vice President is performing the duties as Chief Financial Officer
(CFO) of the bank since 10 May 2007 and joined Financial Administration Division on April 2002, i.e he has experience
working with the accounts & Tax department of the bank for 17years. He has been serving with the banking sector
since April 1988 till to date i.e for 31 years. In addition to his M.Com in Accountancy (Year1986), he has qualified
as graduate in Law from Chittagong University in year 1989. He also completed one year Post-Graduation in Bank
Management from Bangladesh Institute of Bank Management in year 1987. He qualified as a Cost and Management
Accountant in the year 1991 from The Institute of Cost and Management Accountant (ICMAB) and became a Fellow
member in the year 1996.

Mr. Md. Sultan Badsha, Executive Vice President of the Bank serving as Chief Information Technology Officer (CITO)
since year 2008. He has been with the Engineering and Information Technology sector since the year 1986, i.e for
almost 32 years. He has a total of 16 years working experience in Banks out of his 32 years career. He has graduated
in Engineering (EEE) from Rajshahi Engineering University. Later on completed Post Graduation in Computer Science
from Bangladesh Institute of Management (former BMDC). He has also obtained professional certificates for Oracle
Certified “Database Administration” course and Sun Certified “Sun Solaris 9 System Administration” course. He is a
Fellow member of The Institution of Engineers Bangladesh, Associate Member of Bangladesh Computer Society and
EC Member of CTO Forum Bangladesh.
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Social Islami Bank Limited

CAPITAL (PAID-UP) PATTERN OF SIBL

Year Declaration 1D, @ \5‘;%% Cunmol{ls';ive \{zlsuueegf CUT;Laéwe
Shares per Share Shares Capital for the ' of Capital
(Taka) year(Taka) (Taka)

1995 |Initial Capital 118,380 1,000 118,380 118,380,000, 118,380,000
1996 - - 118,380 - 118,380,000
1997 6.43% Bonus issue for the year 1996 7,620 1,000 126,000 7,620,000, 126,000,000
1998 - - 126,000 - 126,000,000
1999 |Right Share Issued 74,000 1,000 200,000 74,000,000, 200,000,000
2000 |Placement 50,000 1,000 250,000 50,000,000, 250,000,000
Initial Public Offer 10,000 1,000 260,000 10,000,000/ 260,000,000
2001 |20% Bonus Issue (Declared in the year 2004) - - 260,000 - 260,000,000
2002 |25% Bonus Issue (Declared in the year 2004) - - 260,000 - 260,000,000
E 2003 |50% Bonus Issue (Declared in the year 2004) - - 260,000 - 260,000,000
5 2004 |Bonus Issue (For the years 2001, 2002, 2003) 325,000 1,000 585,000 325,000,000/ 585,000,000
i 2005 - - 585,000 - 585,000,000
% 2006 - - 585,000 - 585,000,000
g' 2007 |1:1 Right Share 5,345,550 100 11,195,550 534,555,000/ 1,119,555,000
ﬁ 2008 |17% Bonus Issue for the year 2007 1,903,243 100 13,098,793 190,324,300/ 1,309,879,300
% 2009 |10% Bonus Issue for the year 2008 1,309,879 100 14,408,672 130,987,900/ 1,440,867,200
1:1 Right Share 12,508,587 100 26,917,259/ 1,250,858,700 2,691,725,900
2010 |1:1% Bonus Issue for the year 2009 2,960,899 100 29,878,158 296,089,850/ 2,987,815,750
2011 |14% Bonus Issue for the year 2010 41,829,420 10 340,610,995 418,294,200| 3,406,109,950
1:1 Right Share 298,781,575 10 39,392,570/ 2,987,815,750| 6,393,925,700
2012 |10.50% Cash Dividend for the year 2011 - 10 - - 6,393,925,700
2013 ;gz/l‘r’ soock and 5% Cash Dividend for the g3 745 994 10 . 637,480,940 7,031,415,640
2014 |12% Cash Dividend for the year 2013 - 10 - - 7,031,415,640
2015 |18% Cash Dividend for the year 2014 703,141,564 10 - - 7,031,415,640
2016 (2% Cash Dividend & 5% Stock Dividend for| 55 157 7g 10 738,298,642 351,570,780 7,382,986,420
2017 |20% Cash Dividend for the year-2016 738,298,642 10 738,298,642 - 7,382,986,420
2018 |10% Stock Dividend for the year-2017 7,38,29,864 10 812128506/ 73,82,98,640 812,12,85,060
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Social Islami Bank Limited

PATTERN OF SHAREHOLDINGS:

(INVESTORS GROUP WISE)

A

S| Sha'r\leoﬁoolzjers SI\Ihoairzfs P Sha'r\leoﬁoolgers SNhoairgfs P

no lnrtiiar GI’OUp as on as on as on as on as on as on
31.12.2018 | 31.12.2018 | 31.12.2018 | 31.12.2017 | 31.12.2017 | 31.12.2017
1 gf;%%snfgsnf* 31| 78,771,913 9.70 34 | 16,55,57,845 22.42
2 | Sponsor-Foreign 11| 11,025,178 1.36 11| 1,02,27,367 18.37
3 Ef;ocnesng’;rf*t_c ompany 11| 166,765,335 20.53 9 | 13,56,25,001 1.39
4 | General Public 31,308 | 164,374,810 20.24 32,392 | 10,80,30,322 14.63
5 :gzmﬁ?e? (Bank & 43| 22,863,461 2.82 41| 2,12,35,679 2.88
6 | Institutions (Others) 586 | 356,378,072 43.88 645 | 29,44,07,824 39.88
7 L?o'?d/gfgoums 28 59,069 0.01 28 53,033 0.01
8 |ICB 1| 8,386,293 1.03 1 4 0.00
9 |ICB Unit Fund 3 45,586 0.01 3 10,591 0.00
10 | Employee 2| 3,191,616 0.39 2| 29,01,470 0.39
1 g‘ggﬁ:jgﬁ?t 11 267,173 0.03 11 2,49,506 0.03
Total 32,035 | 812,128,506 100% 33,177 | 73,82,98,642 100%

HOLDINGS IN 2018
< No. of No. of Percentage No. of No. of Percentage
areholders Shares Shareholders Shares

Share h0|dlng range as on as on as on as on as on as on
31.12.2018 | 31.12.2018 | 31.12.2018 | 31.12.2017 | 31.12.2017 | 31.12.2017
Less than 500 shares 14,285 2,206,781 0.27% 15604 23,21,746 0.31%
501-5000 14,429 | 24,190,887 2.98% 14,959 |  2,48,36,841 3.37%
5001-10000 1,738 | 11,723,180 1.44% 1290 92,53,080 1.25%
10001-20000 809 | 11,002,187 1.36% 650 90,47,790 1.23%
20001-50000 411| 12,459,070 1.53% 365 | 1,12,43,484 1.52%
50001-99999999999 363 | 750,546,401 92.42% 306 | 68,15,95,701 92.32%
Total 32,035 | 812,128,506 100% 33,177 | 73,82,98,642 100%
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‘///,/S/T\BL Social Islami Bank Limited

SHARES HELD BY THE DIRECTORS

AS ON 31.12. 2018

S| Position held Number of | Percentage | Total number

No Name of the Directors in the Bank as Shares held of total | of Shares as

) on 31.12.2018 | on 31.12.2018 holding | on 31.12.2018
o1, | Prof-Md. Anwarul Azim Arif Chairman 16,736,500 2.0608

[Representative of Hasan Abasan (Pvt.) Ltd]

Mr. Belal Ahmed . .
02. (Representative of Unitex Steel Mills Ltd.) Vice- Chairman 16,731,000 2.0601

Mr. Md. Sayedur Rahman

03. (Representative of Prasad Paradise Resorts Ltd.) Director 16,736,500 2.0608
04. | Mrs. Nargis Mannan Director 16,243,013 2.0001
05, | BrMd. Jahangir Hossain Director 16,730,212 2.0600

(Representative of Reliable Entrepreneurs Ltd.)

Mr. Md. Kamal Uddin .
06. (Representative of Lion Securities & Investment Ltd.) Director 16,729,856 2.0600

Mr. Arshadul Alam .
or. (Representative of Leader Business Enterprise Ltd.) Director 16,736,500 2.0608 812,128,506

Mr. Ali Hasan Md. Mahmud Ribon .
08. (Representative of Dynamic Ventures Ltd.) Director 16,735,400 2.0607

Mr. Md. Faysal Ahmed Patwary

E 09. (Representative of Global Trading Corporation Ltd.) Director 16,649,298 2.0501

D [ e e e coment i)

% 11. | Professor A J M Shafiul Alam Bhuiyan, Ph.D '”d[if’ee;tgf”t 0 0

LI9J 12. Professor Mohammed Mizanur Rahman, Ph.D Ind;?;gtgfnt 0 0

O

T

: FINANCIAL CALENDAR

3) For the Year 2018
Un-audited Consolidated results for the 1st Quarter announced on : | 13.05.2018
Un-audited Consolidated results for the 2nd Quarter announced on : 1 28.07.2018
Un-audited Consolidated results for the 3rd Quarter announced on : 1 27.10.2018
Audited Consolidated Financial Statements for the year ended 31st December 2018 approved on : 1 30.04.2019
Dividend for the year 2018 declared on : 1 30.04.2019
Declaration of ‘Record Date’ for holding of 24" Annual General Meeting : | 22.05.2019
Notice of 24" Annual General Meeting expected to be served on : | 12.06.2019
24" Annual General Meeting scheduled to be held on : 1 02.07.2019
Dividend for the year 2018 expected to be paid on : 1 11.07.2019
For the Year 2019
Un-audited Consolidated results for the 1st Quarter announced on : 1 30.04.2019
Un-audited Consolidated results for the 2nd Quarter expected to be announced on : 1 30.07.2019
Un-audited Consolidated results for the 3rd Quarter expected to be announced on : 130.10.2019
Audited Consolidated Financial Statements for the year ended 31st December 2019 expected to be | : | 30.03.2020
approved on
Dividend for the year 2019 expected to be declared on : 1 30.03.2020
Expected Date of declaration of ‘Record Date’ for holding of 25th Annual General Meeting : | 25.04.2020
Notice of 25th Annual General Meeting expected to be served on : | 15.05.2020
25th Annual General Meeting Expected to be held on : 1 10.06.2020
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‘///,/S/T\BL Social Islami Bank Limited

PERFORMANCE OF THE BANK

Performance of the year 2018 has been conspicuous with a growth over the previous year recording achievements
in different segments of —

Client deposit 10.44%

Investment 13.62%

Foreign Exchange Business -11.61%
Operating Profit -0.38%

SIBL believes that the efforts of the year 2018 will inspire & stimulate the employees of the bank to accept the
challenge of the year 2019 and accordingly the bank is in the process to explore every potentiality of each individual
employee to deploy their sincere endeavor in the days ahead. In the year 2018, the bank has focused specially on
the concepts of (i) Service Excellence (ii) Quality & Secured Investment (iii) Non Funded Business (iv) Recovery from
both regular and non-performing Investment (iv) Exploration of Low Cost & no Cost deposits, Retail & Stable deposits
particularly Scheme based deposit & (v) Maintenance of an Ideal Deposit Mix with a view to constraining the cost on
one side and to establish a safe & stable deposit management system on the other. The results of the year 2018 are
given as under:

Fig in million Taka

Indicators Target 2018 Actual- 2018 Growth %

Deposit (Client) 260,000.00 224,339.78 10.44%
Investment 230,000.00 238,654.17 13.62%

Foreign Exchange Business 270,000.00 178,590.50 -11.61%
Operating Profit 7,500.00 6,143.12 -0.38%

Performance of the Bank 2018

ANALYSIS & VALUE ADDED STATEMENTS

8 8 S 3
S = S ~ S s
S = = S
30000000 — < @ S 3 R R
N SEE e
-+ ~ Q-
o~ o~
200,000.00 ——
100,000.00 S «~
S =
(=3 [an)
€1 ] L
~ 5
0.00 ; . —
Deposits Investments Foreign Exchange Operating
- Business Profit
Performance of the Bank 2017
300,000.00
200,000.00 ——
100,000.00 —— g o
o <
1 R 8
~
0.00 — ; . —
Deposits Investments Foreign Exchange Operating
Business Profit

TarielZmB

Page - 48 | Annual Report 2018



Social Islami Bank Limited

SIBL AT A GLANCE

/

-

/\

SIBL

Fig in million Taka

SL Particulars 2014 2015 2016 2017 2018
1  Authorized Capital 10,000.00 10,000.00 10,000.00 10,000.00 10,000.00
2 Paid-up Capital 7031.42 7031.42 7382.99 7382.99 8121.29
3 Total Shareholders Equity 12143.38 12950.32 14187.8 14166.45 15749.88
4  Capital Base (Tier | & II) 13078.26 16916.08 19195.04 21725.08 26111.51
5 Total Deposits 124535 149773.6 190564.5 228798.90 248324.49
6  Client Deposits 109040.6 138537.3 178846.1 203126.69 224339.78
7  Investments (General) 107900 134116.9 174196.1 210045.51 238654.17
8 Investments (Shares & Securities) 7823.73  9222.39 12310.58 13082.52 13086.55
9  Foreign Exchange Business 139910.1 1491924 167382.3 202037.00 178590.50
10 Operating Profit 3964.27  4849.82 5698.08 6166.21 6143.12
11 Profit before Tax 3307.52 3479.17 4192.19 3535.13 3848.29
12 Fixed Assets 2675.86 3072.04 3257.52 3480.82 3563.53
13 Total Assets 1537375 180112.1 227704.2 276348.95 307305.32
Stock Dividend 0.00% 5.00% = 10% 10%

v Cash Dividend 18.00% 15.00% 20.00% - -
15 Investments as a % of total deposits 86.64% 89.54% 91.41% 91.80% 96.11%
16 Investments as a % of Client deposits 89.52% 88.52% 89.86% 89.30% 91.54%
17 Capital to Risk Weighted Asset Ratio 11.36% 12.33% 11.55% 11.57% 14.27%
18 Ratio of Classified Investments to Total Investments 4.56% 3.84% 4.44% 8.20% 7.69%
19 No. of Foreign Correspondents 470 443 591 406 411
20 Number of Employees 1922 2130 2363 2599 2847
21 Number of Branches 100 111 125 138 155
22 Book Value per Share 10 10 10 10 10
23 Earning per Share (Restated) 271 2.81 3.1 1.79 1.95
Credit Rating by ECRL ECRL ECRL ECRL ECRL

24 Long Term AA- AA- AA- AA- AA
Short Term ECRL-2 ECRL-2 ECRL-2 ST-2 ST-2

25 International Credit Rating - - - - Moody’s
Long Term - - - - B1
Short Term - = = - NP
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SIBL Social Islami Bank Limited
GRAPHICAL PRESENTATION OF SIBL

Net Current Assets (Taka in million) Operating Profit as a Percentage of Working Funds
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Total Assets (Taka in Million) Total Share Holders' Equity (Taka in Million)
(=23
= 2
g 16,000 *° = o
000 . = _ o S B = % o
T = e ~ = S | S = <
200000 % = 2 2 woo 2 ] =
= = & S jan I
T = 5 = T~
100,000 —— 12,000 — -
0 Q014 2015 2016 2017 2018 10,000 G014 2015 2016 2017 2018
Net Asset Value per Share (Taka) General Investment (Taka in Million)
x A = =
20% g S = 250,000 = 2 3
4 ﬁ < ' N g g =)
5 < TR S = = <
8% - = = 00000 2 = =
) =y 3 =
N f2a) "
16% 100,000 =
pr
| -+ L
14% 0 p=
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018 i
<
o
Total Deposit (Taka in Million) Client Deposit (Taka in Million) o
(=)
= 3 S Ia)
250,000 " e o3 250,000 = = 3 <
T S = = = T 3 ~ oo < o =)
Al ~ (= < g o~ ) ~ )
200000 A i = S 200000 A = -
= = = S 8 <
100,000 100,000 o3
+ 2]
0 0 Q
2014 215 2016 2017 2018 2014 2015 2016 2017 2018 s
<
Z
Net Investment Income as a percentage of Operating Cost Foreign Exchange Business (Taka in Million)
= L S =
200% < = = 250,000 - R = 2
A o = ' o g = oo
X ° = v - o = =2 = ~
= N o = 2 S I s i
150% - ' - = 200000 S = S
o 3 o =N
+ o 3 + N
100% 100,000
T 2014 2015 2016 2017 2018 0 Sous 2015 2016 2017 2018
SME Outstanding (Tk in Million) Branch Network
E = A
R 3 g R
60,000 = = - 1501 & -
= 2 -~ ) -8 =
Il = = g — -
40000 o N 100 -
20,000 i 50
0 Sou4 215 2016 2017 2018 0 Q014 2015 2016 2017 2018

Annual Report 2018 | Page - 51

it 9
&



‘///,/S/T\BL Social Islami Bank Limited

REPORTS & STATEMENTS OF
VALUE ADDITION AND ITS DISTRIBUTIONS

Value Added Report indicates exactly how a company accumulates total value from its area of operation during a
particular period and accordingly shows how the added value has been distributed to the society in the backdrop of
the general economy of a country.

Now days the most complex and modern business environment does not earn profit for itself only rather it cares to
the society and thus is committed to contribute to the economic growth. Such value is being added due to spill over
economic impact due to operation of the business houses.

SIBL as a commercial bank has a large scale of spill over economic impact side by side its financial impact through
creating values for distributions to the society year to year.

Value addition is a measure of wealth as created by the bank through its banking activities. The Statement shows how
the total wealth has been created and distributed among the stakeholders of the Bank in the year.

2 VALUE ADDED STATEMENT

5 FOR THE YEAR ENDED 31 DECEMBER 2018

E Figure in Million Tk.

';: Particulars Year 2018 Year 2017

(',—) Investment Income 24,955.87 18,497.61

8 Income from Investment in Shares and Securities 462.80 443.10

8 Commission, Exchange and Brokerage 1,600.66 1,871.30

j Other Operating Income 596.19 602.38

2 Sub-Total (A) 27,615.52 21,414.39

<>E Less Cost of Services & Supplies

3 Profi t paid on Deposits 16,063.98 10,561.96

% Rent, Taxes, Insurances, Electricity etc. 524.59 463.17

s Legal Expenses 10.59 15.50

<ZE Postage, Stamps, Telecommunication etc. 8.47 9.73

< Stationery, Printings, Advertisements etc. 132.58 129.15
Directors’ Fees & Expenses 454 10,47
Shariah Supervisory Committee’s Fees & Expenses 0.25 0.71
Auditors’ Fees 0.58 .58
Repair of Bank's Assets 36.19 35.33
Other Expenses 1,009.72 620.21
Sub-Total (B) 17,791.49 11,846.81
Value added by Banking Services (A-B) =C 9,824.03 9,567.58
Less Provisions related to Investment
Specific provisions for Investment 2,825.06 2,377.09
General Provisions for Investment (349.20) 111.30
General Provisions for off-Balance Sheet exposure (214.35) 80.80
Provision for other assets 33.32 61.89
Provision for diminution in value of shares - -
Sub-Total (D) 2,294.83 2,631.08
Total Value Addition (C-D) 7,529.20 6,936.50
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DISTRIBUTIONS OF VALUE ADDITION

FOR THE YEAR ENDED 31ST DECEMBER 2018
Fig in million Taka

Distribution of Value Addition Year 2018 Percentage Year 2017 Percentage
To the Employees- as salaries & allowances 3,145.85 41.78% 2899.59 41.80%
To the Government- as tax 2,227.74 29.59% 2063.45 29.75%
To the Society- as Zakat 129.67 1.72% 111.42 1.61%
To the growth of the entity-(-) 2,025.94 26.91% 1862.04 26.84%
as Statutory Reserve (-) 769.66 10.22% 707.02 10.19%
as Retained Earnings (-) 813.77 10.81% 748.22 10.78%
as Deferred Tax (-) 37.12 0.49% 16.43 0.24%
as Depreciation (-) 284.47 3.78% 262.38 3.78%
as Gratuity Fund 120.92 1.61% 127.99 1.85%
7,529.20 100.00% 6936.50 100.00%

Distribution of Value Added (%)-2018

B To the Employees-
as salaries & allowances

H To the Government-
as tax

m To the Society-
as Zakat

m To the growth of the entity-
©

Distribution of Value Added (%)-2017

B To the Employees-
as salaries & allowances

ANALYSIS & VALUE ADDED STATEMENTS

H To the Government-
as tax

m To the Society-
as Zakat

m To the growth of the entity-
©)

DISTRIBUTION OF DIVIDEND AND RETAINED BY THE ENTITY

Fig in million Taka

Particulars Year 2018 Year 2017

Retained earnings (Balance Sheet) for payment as dividend and retain by the entity 878.14 778.44
Paid as dividend to the share holders - -
Dividend to be paid to the share holders 812.13 738.30
Retained by the entity 66.01 39.81
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SIBL
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ECONOMIC VALUE ADDED (EVA) STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

EVA indicates the true economic profit of a company. EVA is an estimate of the amount by which earnings exceed or
fall short of required minimum return for shareholders at comparable risk. Shareholders are always conscious about
their return on capital invested. As a commercial banking company, SIBL is deeply concern for distribution of value

to all of its Shareholders.

Fig in million Taka

Particulars Year-2018 Year-2017

Total Revenue from Banking Services 27,615.52 21,414.39
Less Total expenses related to revenue 21,472.40 15,248.19
Operating profit 6,143.12 6,166.21
Less Corporate Tax (2,264.86) (2,079.88)
Net operating profit after tax 3,878.26 4,086.32
Shareholders’ Equity 15,749.88 14,166.45
Add Accumulated provision for investment (Inclg. Off B/S items) 8,689.07 6,360.46
Sub Total 24,438.95 20,526.91
Average Shareholders’ Equity 14,958.17 14,177.12
Return of Equity 10.05% 10.27%
Capital Charges 1,503.30 1,455.99
Economic Value Added 2,374.96 2,630.33

MARKET VALUE ADDED (MVA) STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2018

Market Value Added (MVA) is the difference between the equity market value of a company and the book value
of equity invested in the company. A high MVA indicates that the company has created substantial wealth for the
shareholders. MVA is equivalent to the present value of all future expected economic value (EVA).

Fig in million Taka

Particulars Year-2018 Year-2017

Market Value of Total Equity 12,506.78 17,940.66
Less: Book Value of Total equity (8,121.29) (7,382.99)
Market Value Addition 4,385.49 10,557.67
Total number of Share outstanding 812,128,506 738,298,642
Book Value per share 10.00 10.00
Market value per share 15.40 24.30

Page - 54 | Annual Report 2018




Social Islami Bank Limited ‘///,/S/T\BL

FIVE-STEP DUPONT ANALYSIS

DuPont analysis is a useful technique used to decompose the different drivers of return on equity (ROE): net profit
margin, total asset turnover and financial leverage that may help us to avoid misleading conclusions regarding a
company'’s profitability. In order to isolate operations and financial impacts on ROE, Net Profit margin is further broken
down to Operating profit margin, Effect of Non-operating items and Tax effect.
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Particulars 2018 2017 U(Q)

ROE 10.05% 10.27% >

Net Profit Margin 6% 7% <ZE

Contribution on Net Profit Margin: <
a) Operating Profit Margin 22% 29%
b) Effect of Non-operating Items 8% 12%
c) Tax effect 8% 10%
Total Asset Turnover (times) 0.09 0.08
Financial Leverage (times) 18.53 17.79

Profit margin is a measure of profitability. It is an indicator of a company’s pricing strategies and how well the company
controls costs. Operating Profit Margin is decreased in 2018 by 7% compared to 2017 due to increase in operating
expenditure in 2018. Negative shift in operating profit margin is mainly responsible for lower ROE in 2018 compared
to the previous year. On the other hand, Effect of Non-operating Items and Tax have been experienced a sharp
decrease in 2018. The combined effect of these three factors shifted down the Net profit margin of the bank in 2018 by
1%. However, Total Asset Turnover and Financial Leverage got an insignificant increase in 2018. Having all the factors
Return on Equity of the bank stood 10.05% in 2018 which is slightly lower than 10.27% in the year 2017.
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CHAIRMAN'S
FOREWORD

Bismillahir Rahmanir Rahim.
All praises be to Allah, the Most Gracious and the Most Merciful, and His peace and blessings be upon the Prophet
Muhammad (Sallallahu alaihi wasallam) and his descendants and companions.

Honourable Shareholders, respected Members of the Board and my beloved Members of Team SIBL —
Assalamu alaikum wa rahmatullahi wa barakatuhu.

It gives me immense pleasure to appear before you for the second time and welcome you all in this great occasion and
gathering of the Shareholders- the 24th Annual General Meeting. Alhamdulillah! SIBL has completed its 24th years of
journey with utmost dedication for the stakeholders and Allah Subhanahu wa ta’la has blessed us with His grace for this
tremendous journey. SIBL has optimized the landscape of Shariah based Banking in Bangladesh with its innovation,
integrity and commitment for a caring society and continue to grow with the creation of values that were established
since its founding for a bigger and better future. Your Bank has achieved an incredible growth like the past through its
realistic performance in 2018 and | express my heartfelt and sincere gratitude to our respected shareholders, clients,

regulators and well-wishers for their relentless support and confidence they have reposed on us.

Dear Shareholders,

As you will note from the Annual Report 2018, | would
like to discuss in short the performances of your beloved
bank in the backdrop of Bangladesh Economy and the
entire banking sector scenario prevailing throughout the
year.

BANGLADESH ECONOMY

The Bangladesh economy registered 7.9% GDP growth
in FY 2018 riding on the Agriculture sector, specially an
increase in rice production, against GDP growth of 7.3%
in FY 2017. The growth is due to an increase of Agriculture
growth @4.2% in the year 2018 against 3.0% in the year
2017. Industry sector grew by 12.1% in 2018 as against
10.2% in 2017, followed by services sector by 6.40%.
Out of the overall GDP growth, Agriculture sector grew
significantly & the service sector appeared to occupy
the largest share followed by industry and agriculture
sector. This is a positive sign for the country and banking
sector, as growth in services and industry sectors are
gauged as very strong indicators for economic potential.

Bangladesh Bank pursued a cautious but growth friendly
monetary policy stance for FY 2018. The objective of the
monetary policy was to attain the target growth as well
as to maintain price and macroeconomics stability. SIBL
was heavily involved in inclusive and environmentally
sustainable financing of economic activities.

Inflation was lower than projected. It is also anticipated
that inflation will be lower as infrastructure development
is growing and domestic revenue mobilization remains a
priority. Indicators point to a very prosperous 2019 with
the target to reach to middle-income country by 2024 &
get double digit GDP by 2025.

STEADY JOURNEY OF SIBL TOWARDS
GROWTH: 2018

Bangladesh economy has now experienced over 7
percent growth for the fourth consecutive years to be
shifted from developing country to developed country. To
be a part of this historic economical shift of the country,
SIBL also contributed through banking sector securing a
tremendous growth in the year 2018. However, despite
the recent rigidity found in deposit and investment profit
rates, SIBL demonstrated both strength and resilience to
deliver value to all of its stakeholders. In 2018, the Bank
has achieved admirable progress in safer and more
customer focused banking in the industry and thanks to
the dynamic and energetic leadership of the Bank that
played a vital role for confronting the challenges faced
by the overall banking industry of the country.

The Bank took up various customer centric schemes,
upgraded IT infrastructure and HR up-skilling projects
which are a key focus of the bank’s continual efforts to
transform and improve. The Bank also emphasised on
re-distribution of branch establishment policy with an
attempt to bridge the urban-rural divide and to ensure
that country’s un-banked population may receive the
benefit of formal banking.
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However, despite of challenges, adverse growth in
Banking sector comparative to the country’s growth,
SIBL marked the year with steady growth and success
and finally our bank was able to declare 10% stock
dividend for the year 2018 as against same dividend
declared for the previous year, which can be mainly
attributed to the strong fundamentals of the Bank.

SHARIAH COMPLIANCE:

The Bank abides by a strong Shari'ah Supervisory
Committee consisted of 07 (seven) renowned Islamic
scholars of the country. The committee is playing a vital
role in framing and exerting policy for strict adherence
of Shari'ah principles in all activities of the Bank. The
Shari’'ah Supervisory Committee, which enjoys a high
status in the structure of the Bank meet frequently and
deliberate on different issues confronting the Bank on
Shari’ah matters.

AGENT BANKING

With a view to reach at the doorsteps of the un-banked
people, SIBL started Agent Banking business in the
year 2015. Presently 86 outlets stand across the country
under Agent Banking program of our bank. Present
deposit under this program is Tk.344 million.

CSR ACTIVITIES:

SIBL embedded the value of Corporate Social
Responsibility (CSR) in its business philosophy. Since
inception, the Bank has been contributing to the
under privileged segment of the society so that they
can be included in the mainstream. SIBL maintain a
systematic, structured and sustainable manner in its
CSR activities. As a part of its greater view of CSR, SIBL
already established a full fledged hospital under SIBL
Foundation wherein all sorts of services are provided at
a flat discount of 25% for all the people. The diagnostic
centre established under SIBL Foundation ensures the
best diagnosis through latest quality machineries and
technologies.

IT ADVANCEMENT

SIBL has experienced the best IT advancement during
the year 2018 in its history. It has been maintaining a
highly secured Core Banking system and recently has
introduced most advanced and secured mobile app
named “SIBL Now” to make banking easy, comfortable
and reliable to the mass people within the name and
style ‘banking from home’. The Bank has developed IT
based products in connection with 155 Branches along
with CTPU and 77 ATM Booths across the country.
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FINANCIAL PERFORMANCE

At the end of the year, Client Deposit stood at Tk
224,339.78 million compared to Tk. 203,126.69 million in
2017. The Investment Deposit Ratio (ID Ratio) at the end
of the year 2018 was 91.54% as against 89.30% in 2017.
Return on Equity (ROE) stood at 10.05% and the Earning
per Share (EPS) was Tk. 1.97 as against 10.27% and
Taka 1.80in 2017, which may be considered reasonable
as against the industry average. In the year under report
Capital of the Bank increased and stood at Tk.8,121.23
million which was Tk. 7382.98 million in 2017. We have
successfully maintained our Capital Adequacy Ratio
throughout the year 2018 at 14.27% against 11.57% in
2017. To maintain asset quality of the Bank threadbare
analysis of investment proposals, post disbursement
strong monitoring and adequate securitizations are
always given priority. As a result of all such efforts, SIBL
registered an operating profit of Tk.6,143.10 million in
the year 2018 compared to previous year Tk. 6,166.21
million. However, the provision against Investment has
been decreased by 11.98% which resulted an increase
of EPS for the year-2018.

RISK MANAGEMENT

To ensure sustainable and consistent growth, SIBL
has developed sound risk management policies and
framework as per Bangladesh Bank guidelines. All
the risk management policies and frameworks were
reviewed by the Board of Directors of SIBL during the
year 2018. Presently, a Risk Management Committee
(RMC) is working consisting of 3 (three) members of
the Board of Directors. Main objectives of the RMC are
to ensure proper and timeliness risk management in
every sphere of the bank. The Board has been made
responsible for identifying the risks and formulation of
appropriate strategies to control inherent banking risks.
The Committee submits decisions and recommendations
to the Board on quarterly basis for further reviews
and guidance in the interest of the stakeholders. To
streamline the risk management system of the Bank, a
separate division called “Risk Management Division” has
been formed where an Senior Executive Vice President
is working as Chief Risk Officer (CRO). The Division
is staffed with some brilliant and young professionals
for consolidated risk management. Besides that, a
Management level Risk Management Committee is
actively working to focus the entire risk management
system of the Bank.

CORPORATE GOVERNANCE

SIBL has given highest priority to develop and ensure
corporate governance. Your Bank strictly adheres to the
compliance requirements of Bangladesh Bank relating to
the Directors. Duties and responsibilities along with code
of conduct of the Chairman, Director, Managing Director,
Company Secretary, Chief Financial Officer and Head
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of Internal Control & Compliance of Social Islami Bank
limited are specifically defined by the Board of Directors
of SIBL and all such personnel have singed under their
own hand to abide by their code of conduct. SIBL has
separate code of conduct for its employees and as you
will note from the Directors’ Report, also the compliance
of the code of conduct set by the Bangladesh Securities
& Exchange Commission. During the year under report,
SIBL closely observed all compliance issues including
Shariah and ensured timely all regulatory compliances.

BRANDING & TEAM SPIRIT

A division called “Branding & Communication Division”
has been formed headed by a Additional Managing
Director which is mainly engaged in image building
activities using all modern concepts & tools so that the
messages of our bank easily reach to the grassroots
level to the nation and abroad. Makin the known the
name of the Bank to every people of the country was
one of the priorities of the Bank’s last years’ strategy.
To support the total activities and efforts of the Bank,
Branding & Communications Division is always
planning and generating ideas which have really made
us confident in our day to day working schedule. The
bank has executed formally declared Branding &
Communication strategy for the 2018 and still working
on many ideas for future that are stimulating us towards
building of team spirit with new and visionary zeal.
Now, SIBL is undoubtedly gaining momentum in its
day to day activities to implement the slogan “Journey
towards continuous excellence” by strengthening the
Bank’s financial capability to an international standard,
increasing the brand image, and by practicing high
degree of planned corporate good governance.

PRODUCTS AND SERVICES

SIBL is looking forward to expand its area of operation
from urban to rural by introducing new customized
products and services that are tailored to different
economic class of people of the society in order to
bring un-banked people onto banking channels.
During the year 2018, many new products, services
and campaign were introduced by the bank to make
the bank more popular among the people. Enormous
emphasis were given to create a technology based
banking environment realizing the facts that spending
on widespread technology would be an investment to
support our growth and accordingly your bank has been
relentlessly pushing to popularize technology driven
products and services.

CHALLENGE 2019

We have taken the year 2019 as a challenge with the
promise to increase the stakeholders’ value and be
valued as a compliant organization. By adopting new
strategic business policy, your Bank will leave no stone
unturned to boost business in all areas of operation to
achieve its corporate goal in the years ahead. SIBL
emphasises on employment generation and environment
friendly green banking for equitable distribution of
resources over geographical territory for sustainable
growth of macro economy of the country. The pro-active
management team of SIBL with their talent & skill has
been working continuously to achieve success in the
performance of the Bank.

In conclusion, | would like to thank you all for your kind
presence in the 24th Annual General Meeting of the
Bank. | would further recall and express my deep sense
of gratitude on behalf of the Board to Bangladesh Bank,
Bangladesh Securities and Exchange Commission,
other regulators, Well-wishers, Shareholders and
Stakeholders for their sincere support, cooperation and
guidance in our quest for excellence.

May Allah Subhanahu wa ta’ala bless us all with peace,
progress and prosperity.

Aameen.

Prof. Md. Anwarul Azim Arif

Chairman
Board of Directors
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MESSAGE FROM THE DESK OF THE
MANAGING DIRECTOR & CEO

In recognition to our continuous endeavor to achieve excellence
in terms of ensuring sustainable development, the world

renowned credit rating agency Moody's rated us B1. We have
grown resilient in the face of economic recession or liquidity crisis
in the industry.

Bismillahir Rahmanir Rahim

Honorable Shareholders and Members of the Board of
Directors,

Assalamu Alaikum,

We are eternally grateful to the Almighty Allah for
enabling us to pass another successful business year
for our Bank. We have been able to gradually elevate our
Bank to a new height in the industry. SIBL is now standing
on a rock-solid platform and it's a great pleasure for us.

GLOBAL ECONOMIC CONTEXT

After strong growth in 2017 and early 2018, global
economic activity slowed notably in the second half of
last year, reflecting a confluence of factors affecting
major economies. China’s growth declined following a
combination of needed regulatory tightening to rein in
shadow banking and an increase in trade tensions with
the United States. The euro area economy lost more
momentum than expected as consumer and business
confidence weakened and car production in Germany
was disrupted by the introduction of new emission
standards; investment dropped in lItaly as sovereign
spreads widened; and external demand, especially from
emerging Asia, softened. Elsewhere, natural disasters
hurt activity in Japan. Trade tensions increasingly took
a toll on business confidence and, so, financial market
sentiment worsened, with financial conditions tightening
for vulnerable emerging markets in the spring of 2018
and then in advanced economies later in the year,
weighing on global demand. Conditions have eased
in 2019 as the US Federal Reserve signaled a more
accommodative monetary policy stance and markets

became more optimistic about a US-China trade deal,
but they remain slightly more restrictive than in the fall.

GROWTH PROSPECT OF BANGLADESH
ECONOMY

Bangladesh will be the third fastest growing economy
in the world in terms of achieving high Gross Domestic
Product (GDP) in 2019, according to a United Nations
report. Highlighting the economies of Bangladesh and
India, it said economic growth is expected to be supported
by private consumption and, in some cases, investment
demand, even as monetary policy stances tighten in
some economies. Despite the increase observed for
inflation figures throughout 2018 due to the depreciation
of domestic currencies and higher oil prices, inflation
is expected to accelerate only moderately or to remain
stable in most economies in the near term. To sustain
this momentum in the medium to long-term, Bangladesh
requires expanded industrial base, diversified export
basket, improved business environment for vibrant
private sector development, expanded tax base, better
revenue collection for increased resource allocation,
and human capital development.

CHALLENGES IN BANKING SECTOR OF
BANGLADESH

Bangladesh is one of fastest growing economies in the
world. The country has been able to create opportunities
for private and foreign investment. There are a number of
exclusive economic zones for expediting industrialization.
To facilitate trade and investment, banks are playing a
very crucial role. In the macro-economic system, banks
are veins of economy. There are a good number of
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banks with thousands of branches across the country.
Some of the banks are not functioning well affecting
the scenario of total banking industry. Bad loans have
become the curse of our economy. Due to bad loans the
health of the financial sector is deteriorating and at the
same time the bona fide investors are being deprived
of investment facilities. The depositors are losing their
trust and withdrawing their money pushing the banking
industry in liquidity cringe. Cyber security has also
become a headache for the industry.

OUR PERFORMANCE AT A GLANCE

Our investment portfolio grew by 13.62% during the year
in the environment of rising liquidity crisis in the industry.
We prudently grew our portfolio with an emphasis
on lending to good borrower as well as reducing
concentration risk. We continued to focus on asset
quality and exposure reduction in identified areas to get
better returns. However, in spite of fierce competition
over deposits, our deposit growth also grew by 8.53%.

We have been able to post a healthy profit portfolio last
year. SIBL registered an operating profit of Tk. 6,143.12
million in the year 2018. Import business of the Bank
stood at Tk. 93,000 million in 2018 with (23.65%) growth
over the previous year, while export business stood at
Tk. 63,060 million in 2018 with 8.14% growth over the
same year. Total foreign remittance was Tk. 22,520
million in 2018 with 2.78% growth over the previous year.

Bank's capital position also continues to be very
satisfactory. Capital of the Bank in the year under report
stood at Tk. 26,111.51 million which was Tk. 21,725.08
million in 2017. We ended up the year with ROA
0.54%, ROE 10.05% and EPS of Tk. 1.95 that signifies
SIBL’s consistent performance and commitment to the
stakeholders.

We have shifted our attention to commission and fee-
based incomes. Our comprehensive effort and hard
work made our asset quality better. We could be able
to rein our NPL trend and it is moderate in the industry.

JOURNEY TOWARDS EXCELLENCE

There are ups and downs in every journey and our journey
towards excellence was not smooth always. But we have
never faltered from our pursuit of continued excellence
in all of our banking activities even either in the time of
local political turmoil or global financial recession. We
are grounded to our vision. Our clients speak for us.
They promote us because of our excellent services. In
recognition to our endeavor to achieve excellence in
terms of ensuring sustainable development, the world
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renowned credit rating agency Moody’s rated us B1. We
have grown resilient in the face of economic recession
or liquidity crisis in the industry. The best accolade we
have ever achieved, besides numerous institutional
awards, is unwavering trust of our clients in us over more
than two decades. This journey towards excellence will
never stop. Our motto is to improve ourselves in every
single day.

OUR MANPOWER- OUR RESOURCES

Hiring and retaining of quality human resources,
empowering them and creating an enabling environment
for them to achieve their full potential is at the heart of
SIBL. Our human resources policies are embedded with
true motivation. Employee motivation is a key driver to
run an organization to achieve its goals. We motivate
our people to perform and excel and have created a
performance-based culture in the organization. We
recognize the effort of our employees. Our time be-
fitting policies and our organizational culture imbue
the feeling into our employees to exert their best. We
also deeply believe in women empowerment and takes
different strategies to make it happen. In 2018 the one
to one interaction between Managing Director and other
employees in a Town Hall Meeting was an effective
approach to encourage and motivate the employees.

TECHNOLOGY ADAPTATION FOR
BUSINESS GROWTH

Harnessing technology for good, we have introduced
SIBL NOW, a mobile app, to make our internet banking
services user-friendly. Surely, it will give our clients a
great experience in terms of their fund transfer, utility
bill payment, credit card bill payment, mobile recharge
etc. We are well aware of the impact and importance
of technology in the banking industry. To cope with
the pace of modern banking services here we adopt
the latest technological innovation. We are always
committed to provide fresh experiences to our clients
and keeping that in mind we are going to establish a call
center for providing better client services. We adopted
the state-of-the-art cyber security solution to protect the
data of our valued clients and prevent fraud and forgery.
With the aim of digital transformation and fostering a
cashless society we are concentrating more on policy
development and budget allocation.

OUR SOCIETAL RESPONSIBILITY

We do it not just because of responsibility. We treat it as
a noble opportunity to perform this solemn duty. We feel
the deep urge to give back to our society from where
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we have taken a lot. The extent of our CSR activities
ranges from individual distressed people to institutional
welfare. As education is the key to social and economic
development it has got its due importance in Sustainable
Development Goals (SDGs). So when it comes the issue
of CSR activities from our Bank we focus on education
so that people can experience a qualitative change in
their life. In this regard we participated in constructing
school building, sponsoring school program for the
underprivileged students, paying teachers’ salary and
giving scholarship to meritorious but disadvantaged
students. During the period the Bank donated Tk.1.00
million favoring PROYASH, an institute of special
education for the autistic children. Moreover, Tk. 52.8
million was donated to the Honorable Prime Minister's
Education Assistance Trust Fund. The bank believes
that any kinds of social & philanthropic activities would
improve the quality of the lives of the underprivileged of
the country. The Bank donated total Tk. 200 million to the
Prime Minister’s Relief Fund as a part of its CSR activities.
Sport helps to build a healthy nation. Keeping this in
mind we donated Tk. 25.7 million to the Bangladesh
Olympic Association to promote sport among the youth
of the country. In 2018 we donated total Tk. 24.2 million
to different individuals to bear their medical cost.

A NOTE OF THANKS

I would like to express my deep sense of gratitude to the
members of the Board of Directors for their continued
support and guidance. 2018 was a remarkable year in
our journey towards excellence. | take this opportunity
to thank our shareholders for their continued support.
A special note of appreciation goes to the outstanding
people | work with at SIBL, who remain both resolute in
their commitment, yet responsive to embrace the shifting
environment in which we now operate. | would also like
to thank our valued clients for their continued loyalty,
and for placing their trust in SIBL. May Allah bless us
with another sustainable and successful journey in 2019.

May the blessings of Allah shower upon you.

MaAssalam

Quazi Osman Ali
Managing Director & CEO
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MANAGEMENT REPORT & ANALYSIS

BismillahirRahmanir Rahim.

| accept the chance to offer my true thanks to every Shareholder, esteemed clients, distinguished Patrons
and Well-wishers. It involves amazing privilege to exhibit before you the Management Report and Analysis
on the different aspects and exercises of Social Islami Bank Ltd. in the year 2018.

VISION

Vision of this Bank is to minimize the poverty level in
Bangladesh. In this regard, the inherent concept and
credence of “Working Together for a Caring Society” is
always held high. To carry forward this commitment, the
personnel of SIBL are imbued with the highest degree of
enthusiasm, zeal and vigor to serve the society.

CUSTOMERS SERVICE

The Bank has focused on dignified, prompt and
personalized services to the customers. SIBL believes
in developing strong interpersonal relationship. As
such, the Bank is morally bound to provide high quality
banking services supported by the latest technology to
obtain optimum return on shareholder’s equity ensuring
safety of depositor's money and making all out efforts
to introduce innovative Islamic Banking products to the
existing and prospective customers. We are happy that
SIBL could give enough emphasis on empowering poor
families by creating income opportunity and providing
financial support to make them self-reliant. The Bank
considers that services to be of utmost importance to
improve the fate of deserving people in our society. Now,
SIBL has been able to extend more comfortable services
to the valued clients such as any branch banking, 24/7
services ATM services, VISA Debit and Credit Card, SMS
Banking, Internet Banking, Agent Banking, Electronic
Fund Transfer, Central Clearing facilities, and the like.
These services have surely added new dimensions and
have offered new and advanced means of banking to
the clients.

SIBL is looking forward to expand its area of operation
from urban to rural by introducing new customized
products and services that are tailored to different
economic class of people of the society in order to bring
the un-banked people into banking channels.

BRANDING

SIBL is undoubtedly gaining momentum in its day-
to-day activities to implement the slogan “Journey
towards continuous excellence” by strengthening the
Bank’s financial capability to an international standard,
increasing the brand image, and by practicing high
degree of planned corporate good governance. Change

of “Logo” of the Bank has brought in new team spirit
among the members of the SIBL family. During the year
under report, 13 new Branches have been opened and
state-of-the-art IT services has introduced to offer better
banking services to the existing and prospective clients.

INFORMATION TECHNOLOGY

The Bank has given due emphasis on the continuous
development of Information Technology (IT). In this
regard, some young and experienced professionals are
working to explore the ideas of the cutting-edge, new
IT products and services so that our IT-based banking
service can reach to the “banked and un-banked”
people around the country.

GREEN BANKING

The Bank has specially focused on green banking to
safeguard the mother planet. The concept of Green
Banking has been adopted by reducing paper work to
a great extent. More and more Green Banking activities
have successfully been done in 2018.

AGENT BANKING

To provide the unbanked people of remote area with
banking facilities (viz. cash deposit, cash withdrawal,
foreign remittance disbursement, fund transfer, balance
inquiry, mini statement, MTDR, DPS, etc) SIBL started its
Agent Banking activities in the year 2015. By signing an
agreement with Rural Services Foundation (RSF) initially
we started Agent Banking through 7 (seven) outlets.
As on 31st December, 2018 the number of our Agent
Banking outlets was increased to 86. Through these
outlets total no. of 26,047 accounts were opened, total
amount of Tk. 1,978.34 Lac was procured as deposit
and total amount of Tk. 874.54 was disbursed against
Remittance as on 31st December, 2018. We have
targeted to open 50 new outlets of Agent Banking in the
year 2019 in sha Allah.”

HUMAN RESOURCES DEVELOPMENT

The Bank has regularly arranged in-house and outside
training programs for the professional development
(PD) of the employees so that they can acquire the
current, advanced level banking knowledge and face
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the challenges of the modern banking. The role of our
Human Resources Division (HRD) is praiseworthy and it
is truly the core strength of the Bank.

SIBL always recognize its personnel by awarding most
competitive pay scale and incentives including different
types of long-term benefits. Depending on the market
and growth of the Bank, the Bank reviews the pay
structure on a regular interval basis. Performance of
the employee is determined through annual employee
rating i.e. Annual Confidential Report (ACR) and Key
Performance Indicator (KPI) systems. Deserving
employees are rewarded under a performance-linked
award system with accelerated promotion.

COMPLIANCE

Management of the Bank very closely observes the issues

related to regulatory compliances including Islamic
Shariah. To guide the Shariah matters of the Bank, there
is a Shariah Supervisory Committee Secretariat (SSCS).
The SSCS members are highly qualified and competent
people in Islamic Laws, Islamic Economics, Islamic
Banking and Finance. Shariah Supervisory Committee
Secretariat is very active and vigilant over the day-to-
day activities of the Bank being conducted strictly in
line with the Islamic Principles. SIBL is committed to
be one of the leading banks with the development and
practices of compliance culture in every sphere. During
the year, the Bank put its all-out efforts to be compliant
in all aspects of banking operation and controlled all the
major financial indicators.

The Key Financial Indicators Limit and Utilization as on
31st December 2018 are given below:

. . Name of the S s Unused/
Particulars Limits Month Utilization/ Maintain (Excess)
Standard ID ratio for Islami Mar 93.29% -3.29%
Investment and Bank is 90%. Social Islami June 91.57% -1.57%
Deposits Ratio (ID Bank is always optimistic to Sep 91.36% -1.36%
Ratio) maintain 90% throughout the
year. Dec 91.54% -1.54%
On the basis of historical tend Mar 86.72% 3.28%
analysis and considering the
MTF Ratio (Liability short term liability matching June 87.45% 2.55%
mature> lyear / Assets | and profitability as well,
mature> 1 year standard  Medium  Term Sep 85.68% 4.32%
Funding (MTF) ratio has set
from 50% to 90% Dec 87.33% 2.67%
Maximum Cum Mar 13.33% 5.67%
: 0 0 0
Outflow (Net outflow up i?n/guﬁrs the Balance Sheet Jsune iiggé) igg;)
to 1 Month bucket) ep L2570 0L
Dec 14.28% 4.72%
Mar 130.99% -50.99%
Wholesale Borrowing | 80% of bank’s eligible capital June 143.58% -63.58%
Sep 135.70% -55.70%
Dec 132.35% -52.35%
Throughout the month,
SLR & CRR were
maintained above
0550 % & 6.50% Surplus of SLR
Mar o i + CRR was Tk.
respectively. Required 704.48 Crore
) . SLR was Tk. 1114.32 ’
The Bank is required to Crore & CRR was
maintain 5.50 % SLR on Time 1316.92 Crore.
and Demand Liability and to Throughout the month
Statutory Liquidity Ratio | maintain a minimum credit SLIg & CRR were Surplus of
(SLR) & Cash Reserve | balance with the Bangladesh June maintained above SLR+CRR was
Requirement (CRR) Bank (including BB TT in 05.50 %. Required Tk. 1066.18
transit) @ 5.50 % CRR on SLR & CRR were Crore
Time and Demand Liability Surol fSLR
on fortnight basis and 5.00% Tk. 1103.88 Crore urplus o
on daily basis Sep each *+ CRR was Tk.
: 1240.27 Crore
Throughout the month,
SLR & CRR were Surplus of SLR
Dec maintained above + CRR was Tk.
05.50 %. Required 654.64 Crore
SLR & CRR were
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Particulars Limits Narl\r}lgr?tfhthe Utilization/ Maintain (Lér;lézzcsi;
The minimum standard for Mar 101.89% 1.89%
Liquidity Coverage June 129.58% 29.58%
Ratio (LCR) LRC shall be greater than Sep 117.32% 17.32%
' Dec 131.47% 31.47%
The minimum standard for Mar 118.45% NJA
Net Stable Funding June 123.78% N/A
Ratio (NSFR) ToSoF R shall be greater than Sep 122.78% N/A
' Dec 122.44% N/A
- Mar 4.59% 1.59%
The  minimum  standard June 4.39% 1.39%
Leverage Ratio for Leverage ratio shall be S 4'49(y 1'49(y
greater than 3.00%. ep 2970 2970
Dec 4.63% 1.63%
The Bank is required to Mar 12.03% N/A
maintain a minimum Capital
Capital to Risk of Tk 400 Crore or equivalent June 11.89% N/A
Weighted Asset Ratio to 11.875% of total risk
(CRAR) weighted assets (including Sep 11.90% N/A
conservation buffer)
whichever is higher Dec 14.27% N/A

CAPITAL MANAGEMENT

%)
Revised Risk Based Capital Adequacy (RBCA) guideline in line with Basel Il implementation phase was started in )
2015. During the year under review, Management of the Bank was even more cautious in proper risk management ]
of the Bank. The Bank has successfully maintained the Capital to Risk Weighted Asset Ratio (CRAR) of 14.37% <
(consolidated) as against the required CRAR of 11.875% including conservation buffer under BASEL-1II capital accord. <ZE
o
E
Minimum capital requirement is calculated considering credit risk, market risk and operational risk on which the bank g_)
is exposed to. The required and maintained capital of SIBL against these risks is summarized below: E.:J
Figure in Million Tk
Risk Weighted Assets (RWA) for RWA Capital Requirement
A. Credit Risk 1,64,674.02 16,467.40
B. Market Risk 2,053.40 205.34
C. Operational Risk 16,274.10 1,627.41
Total: RWA (A+B+C) 1,83,001.51 18,300.15
Capital Maintained 26,111.51
Capital Surplus 7,811.36
Adequate capital is needed to be maintained considering the risk profile of the bank under Pillar Il of Basel Ill. In

case of Bangladesh, generally the following risks are considered for maintaining additional capital requirement under
supervisory review process (SRP):

* Residual Risk e Settlement Risk

e Concentration Risk * Evaluation of Core Risk Management
* Liquidity Risk e Environmental & Climate Change Risk
= Reputation Risk * Other material risks.

* Strategic Risk
To assess the capital charge for the above risks Bangladesh Bank has given a guideline and instructs the banks
to develop and Internal Capital Adequacy Assessment Process (ICAAP). Adequate capital has been maintained
considering overall risk profile of the bank.
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ASSETS LIABILITY MANAGEMENT

Activities of the Assets Liability Management of the
Bank are mostly visible in proper liquidity planning and
in matching of assets liability-gap despite the existence
of volatile money market. To mitigate the investment
risks, the Bank has adopted some massive changes in
the investment processing, sanctioning, approval and
monitoring system as per core risk guidelines of the
Bangladesh Bank. Some well-known corporate business
houses and individuals of the country have joined with
us as our business partners.

CORPORATE SOCIAL RESPONSIBILITY

This year, under Corporate Social Responsibility (CSR)
activities of the Bank Taka 154.50 million was spent
under Health, Education, Sports, Disaster Management
and Environmental programs which was Taka 126.15
million in 2017. This is a reaffirmation of the commitment
of SIBL towards the society.

SME & AGRICULTURAL INVESTMENT

Due emphasis was given on SME and Agricultural
Financing that stood at Taka 55648.40 million in 2018 as
compared to Taka 56884.30 million in 2017.

PERFORMANCE OF THE BANK

The Banking sector has achieved a slow growth and
was under pressure due to different adverse issues
throughout the year 2018. Despite manifold challenges,
the year 2018 was quite eventful at home and abroad
for SIBL and alhamdulilah our Bank maintained
and achieved a stable position in all key areas of its
operations. This year SIBL has joined the “155 Branches
Club”. Out of the 155 Branches, Performance in 2018 of
some branches may be mentioned as under:

* 30 (Thirty) Branches achieved 100% Deposit Target

14 (Fourteen) Branches achieved 100% Investment
Target

e 36 (Thirty Six) Branches achieved 100% Foreign
Exchange Business Target and

e 41 (Forty one) Branches achieved 100% Profit
Target as set out for the year 2018

SIBL INTERNET BANKING (SIBL NOW)

Internet Banking facilitates managing money anytime
and anywhere. Presently provide following features
through our Internet Banking for our clients which will be
enhanced gradually:

e Fund transfer - intra-bank & interbank via (RTGS,
EFTN, NPSB).
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= Utility Bill Payment - WASA, DESA, DESCO, DPDC,
TITAS etc.

e Credit Card - outstanding, limit view, PIN change, Bill
payment.

* Mobile top-up.

e Account Summary - mini statement, balance inquiry,
transaction history.

e Positive Pay instruction.

e Standing instruction for own account.

e Cheque Requisition, Cancelation & Status tracking.

e Loan account outstanding, EMI Calculator.

e Two factor Authentication.

e SIBL product list.

e ATM & Branch Locator.

e Notification - SMS.

SECURITY ISSUES OF SIBL INTERNET
BANKING

To secure against Internet fraudsters there should be
continuous effort and awareness practice. We have
implemented SSL security certificate for ensuring
secured transaction over internet and secured our
environment. Personal awareness of internet banking
users can reduce many of internet banking threats. We
want to help our customers to better protect themselves
against potential Internet threats.

SIBL STUDENT ACCOUNT

Today’s youngsters are going to be the future business
personalities of the country. That's why SIBL Student
Account has been introduced with a view to raising
savings tendency among school-going children from
childhood.

e The beneficiaries are entitled to daily profit on daily
balance, which directly adds to the account.

e There is no need to keep minimum balance to run
the scheme.

e The scheme holders shall be provided annual
charge free Debit card of the bank

e The account holders shall be given attractive gift
hampers at the time of opening the account.

e With the help of school authority and the bank,
the students can save money at the institutions in
presence of bank’s executives.

e After opening SIBL Student Account, the students
can pay school-fees through balance transferring
from their account.

e SIBL Student Account holders desiring to achieve
higher education in future would get investment
facility from the bank.
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BUSINESS ANALYSIS

Cost of Fund of the Bank for the year 2018 was 8.53 % while total overhead cost was 2.02 %. Earning Yield was 10.64
% and finally accumulated a spread was 2.11 %.

HORIZONTAL/ VARTICAL ANALYSIS

Sl. : Year 2018 Year 2017
No. Particulars
Amount | % of total | Amount | % of total
1 | Total Revenue / Operating Income:
i) Investment Income 24.204.27 87.65% | 17,981.23 83.97%
iii) | Profit from Bank Deposit 751.60 2.72% 516.38 2.41%
i) | Investment Income shares & securities 462.80 1.68% 443.10 2.07%
a) | Sub-total : Funded Income (i+ii) 25,418.67 92.04% | 18,940.71 88.45%
iii) | Commission 679.73 2.46% 848.33 3.96%
% iv) | Exchange Gain 920.93 3.33% 1,022.97 4.78%
Z v) | Other Income 596.19 2.16% 602.38 2.81%
<Z( b) | Sub-total: Non-Funded Income (iii+iv+v) 2,196.85 7.96% 2,473.68 11.55%
é c) | Total: Operating Income {1(a) + 1(b)}/ Total Revenue 27,615.52 100.00% | 21,414.39 | 100.00%
E 2 | Operating Expenditure:
8 i) | Exp. against Customers’ Deposit 14,012.32 65.26% | 9,587.60 62.88%
ﬁ i) | Exp. for Bank Deposit 2,051.66 9.55% 974.36 6.39%
a) | Sub-total: Profit Expenses (i+ii) 16,063.98 74.81% | 10,561.96 69.27%
iii) | Salary & Allowances 3,145.85 14.65% 2,899.60 19.02%
iv) | Other Operating Expenses 2,262.57 10.54% 1,786.63 11.72%
b) | Sub-total: Administrative Expenses (iii+iv) 5,408.42 25.19% 4,686.23 30.73%
c) | Total: Operating Expenditure {2(a) + 2(b)} 21,472.40 100.00% | 15,248.19 | 100.00%
3 | Operating Profit/ (Loss) {1(c) - 2 (c )} 6,143.12 - 6,166.20 -
4 Proft before tax 3,848.29 - 3,5635.13 -
5 | Proft after tax 1,583.43 - 1,455.25 -
6 | EPS (Taka) Restated 1.95 - 1.79 -
BALANCE SHEET ANALYSIS
Figure in million Taka
,\?(I)'_ Particulars Year 2018 Year 2017 | Year 2016 | Year 2015 | Year 2014
1 Shareholders Fund 15,749.88 14,166.45 | 14,187.80| 12,950.32| 12,143.38
2 Property, Plant & Equipment 3,563.53 3,480.82 3,257.52 3,072.04 2,675.86
3 Net Current assets 4,863.71 4,870.20 5,421.97 3,275.15 6,327.16
4 Long Term Liabilities/Current Liabilities 0.364 0.345 0.325 0.259 0.361
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SOME IMPORTANT RATIO ANALYSIS

To understand the bank’s trend, some important ratio analyses are tabulated below:

Quarterly (%)
Dec-18 Sep-18 Jun-18 Mar-18

Analysis

Profitability Ratios:
Return on Average Assets*(Net Profit after tax/Average Assets)*100 0.54% 0.31% 0.22% 0.38%
Return on Average Equity *(Net profit after tax/Average Equity*100 10.05% 6.16% 4.38% 7.23%
Earning per share ( EPS) (Taka) * 1.95 0.83 0.39 0.35
Efficiency/Activity Ratios: (Rate of Return Risk)

Net Investment Income = Total Profit income Minus Total Profit 889.19 565.77 373.44 148.82

expenses
Eg;elps\;flsggent Margin (NIM) *(Net Invest. Income/Avera. Earning 3.60% 3.13% 3.13% 2.55%

Earning Assets/Total Asset 84.03% 84.01% 84.05% 85.46%

Efficiency Ratio(Total Overhead cost/ Total operating income)*100 46.82% | 53.94% | 51.79% | 56.08%

Overhead Ratio*(Total Overhesd cost/Total Assets*100) 1.76% 1.82% 1.80% 1.69%

Effective Average Cost of Deposit 6.51% 6.74% 6.59% 6.17%

Cost of Fund 8.53% 8.77% 8.60% 7.97% 2]
Effective Average Earning Yield 10.64% 10.28% 10.16% 9.13% %)
Liquidity Ratios: (Liquidity Risk) <ZE
glggzt;ri%r(w)t Deposit(client) Ratio (ID Ratio) (Investment/Client 91.54% 91.36% 91 57% 93.29% ;E
Liquid Assets Ratio  (Liquid Assets/Total Assets)*100 10.89% | 11.22% | 12.64% | 11.26% %
LCR 131.47% | 117.32% | 129.58% | 101.89% @
NSFR 122.44% | 122.78% | 123.78% | 118.45%

Maximum Cumuliative Outflow (MCO) 14.28% 14.20% 13.94% 13.33%

Stable Fund Ratio(Saving Deposit/Total Client Deposit)*100 8.75% 9.17% 8.48% 8.77%
Egrpr)(e)\rlwv(ijne;)gi/oo Ratio(Bank  Deposit&  Borrowings/T.Deposit& 12.48% 14.16% 14.58% 14.19%

Snap Liquidity Ratio (Liquid Assets/ Total External Liabilities) 11.48% 11.82% 13.30% 11.89%

Liquid Assets/ Short term liabilities 35.59% | 36.92% | 40.22% | 37.84%

Liquid Assets/ Total Deposit 13.48% 13.73% 15.44% 13.83%

Short Term Borrowings/ Liquid Assets 23.90% 24.18% 21.81% 22.78%

Volatile Deposits/ Total Assets 3.97% 4.17% 4.38% 4.15%

Capital Adequacy Ratios:

Tire | Ratio 8.08% 8.17% 7.93% 7.60%

Tire Il Ratio 6.18% 3.73% 3.97% 4.44%

Risk Weighted Capital Adequacy Ratio (RWCAR) 14.27% 11.90% 11.89% 12.03%

Shareholders Equity to Total Deposit & Borrowings (Equity/Deposit
& borrowings)*100

Internal Capital Genaration Ratio  (Net profit afterTax/Equity(*100 10.05% 6.02% 4.33% 7.16%

6.14% 5.96% 5.90% 6.29%
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Asset Quality Ratio:

ﬁ]%téztme%ft)*l(%assiﬂed Investment(Classified  Investment/Net 7.69% 6.91% 7.05% 6.36%
Ratio of SMA Investment(SMA Investment/ Net Investment)*100 0.24% 0.39% 0.37% 0.31%
Srrg\?iziorl:l)i’llog%atio(CIassified Invest.-Profit Suspense/Investment- 7.16% 6.30% 6.47% 5.69%
:\rll?/testrwgrit-PEf/tigg%l-as.susslfpl)iise)l*nl\ge()s‘t._Prom Suspense-Provision/ 4.42% 3.81% 4.23% 3.60%
gtzggséné\leli)’ilg)ooverage Ratio(Total Provision/Classified Invest.-P. 52 74% | 56.70% | 54.94% | 57.03%

PROFITABILITY / DIVIDENDS/PERFORMANCE AND LIQUIDITY RATIOS

Particulars Year 2018 Year 2017
Gross Profit Ratio (%) 73.34 76.61
Earnings before Interest, Depreciation and Tax (Million Taka) 6,463.79 6,463.93
Price earnings Ratio (%) 7.90 12.33
Current Ratios (%) 1.02 1.02

" Return on Capital Employed (%) 10.05 10.27

% Debt Equity Ratio (%) 15.77 16.15

<

2 LIQUIDITY POSITION ANALYSIS

; During the year under review, net cash inflow as stated in the Cash Flow Statements as on 31st December, 2018 which

e) is noted below:

& Figure in million Taka

@ Particulars Year 2018 | Year 2017 | Year 2016 | Year 2015 | Year 2014
Net Cash flow from Operating activities (9019.58) | 5,780.21 751.34 | (4,631.69) | (3065.52)
Net Cash flow from Investing activities (367.19) (485.68 (414.30) (593.32) (203.62)
Net Cash flow from Financing activities 7,400.00 | 3,923.40 945.29 | (3,415.65) (606.23)
Net Increase / decrease in Cash & Cash equivalents | (1,986.77) | 9,217.93 1282.33 | (622.72) | (3,468.13)
Opening Cash & Cash Equivalents 35,461.18 | 26,243.24 | 25,128.64 | 24,505.92 | 21,037.65
Closing Cash & Cash Equivalents 33,474.41 | 35,461.17 | 26,410.97 | 25,128.64 | 24,505.78

The major components of net cash flows from operating activities are operating profit by eliminating the effect of
depreciation and provisions. Net cash flow was positive due to increase in Deposit procurement, rescheduling of
some major investments as well as recovery.

The liquidity statements of the Bank show that the bank has been maintaining an effective maturity profile of its total
assets and liabilities in short term and long term in a structured way. The liquidity gap maintained by the Bank is
satisfactory.

OUTLOOK 2019

Operating profit of the 1st quarter of Social Islami Bank Limited is expected to keep growing. To make the year 2019
another success, SIBL is ready to accept the challenges of 2018 with new visionary zeal to achieve the common
objectives of the Bank and hence the year 2019 will definitely be a challenge for every individual of SIBL. Considering
the stands and commitments towards stakeholders, SIBL has prepared financial budget for the year 2019, which is
realistic and challenging.
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The Business Target for the year 2019 is featured by
setting of-

e Client Deposit Tk. 280,000.00 million

e Investment Taka 250,000.00 million

e Foreign Exchange Business Taka
million

e Operating Profit Taka 8,000.00 million.

250,000.00

To achieve success in the year, SIBL has undertaken
the following short-term strategies side by side mid-term
and long-term strategies:

e Strengthening the automation procedures of the
Bank
e Increasing ATM facilities

e Opening new Branches in important urban/rural
areas of Bangladesh

e Increasing new AD Branches

< Enhancing the CSR activities in line with the Bank’s
CSR policy

 Conducting special recovery drive

e Conducting special programs for business like
‘Seba-Mash’

e Exploring business opportunities in SME sector

e Presenting innovative and new deposit & investment
products to the customers.

Some factors may cause actual results to differ and some
may significantly deviate from the outlook 2018. Some of
the factors that may affect the business environment are
given below:

e Changesinthe general economic condition resulting
from natural calamities and political disturbances

e Changes in government policy issues
e Increase in corporate tax rate
* Increase in CRR and SLR of the banks

< Withdrawal of incentive given to some thrust sectors
which may make the projects slow moving

« Directives to reduce the lending rates to finance
essential items

e Increase in provisioning requirement may reduce
the ROA and ROE

e Reduction of the margin ratio for investment
accounts

e Volatility in profit rate
e Volatility in capital market arising from speculations

e Compliance issues raised by the international
forums which are likely to affect the export growth

e Rise in international prices of essentials which may
result to volatility in Foreign Exchange Market

e International embargo/unrest may affect remittances
and trade

e Adverse media reporting.

Nevertheless, the success of SIBL in 2018 clearly affirms
that this Bank is ready to accept challenges of the future.
In sha Allah, SIBL’s momentum of growth of business
and profitability will be maintained definitely in 2019 and
the years to come.
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REPORT ON INTERNAL CONTROL SYSTEM

The Board of Directors of Social Islami Bank Limited is very keen to establish and maintain a sound and effective
Internal Control System and good governance in every sphere of the Bank. Accordingly, they have established broad
business strategies, adopted significant policies for internal control and risk management and implemented risk
based internal audits as per Section 15 kha of Bank Company (amended) Act 2013 for ensuring that the Bank is
appropriately and effectively managed and controlled.

During the year under review, the Board has reviewed the policies and procedures of various aspects of businesses
in order to establish an effective internal control system which, the Board thinks, is adequate and appropriate for
achieving sustainable growth.

The Board of Directors monitors the adequacy and effectiveness of Internal Control systems through the establishment
of Audit Committee and the Committee has regularly reviewed and assessed the arrangement adequacy made by
management and corrective measures taken by Management relating to fraud-forgery and deficiencies in internal
controls. Internal Control & Compliance Division (ICCD) of the Bank continuously inspects the operational aspect of
the Bank and report deviations and all such findings along with compliance status were placed by the Management
before the Board of Directors and regulators on a timely basis and have performed all other functions relating to
Internal Control Systems of the Bank.

The Board of Directors have established whistle blowing policy and reviewed the control procedures for ensuring — (i)
safeguarding the Bank’s asset (ii) prevention and detection of fraud and error (iii) adequacy and completeness of
accounting records (iv) timely preparation of financial information and (v) the efficient management of core risk.

The Audit Committee has ensured that all the conditions of the Bank Company Act, Bangladesh Bank guidelines,
Corporate Governance Code issued by Bangladesh Securities and Exchange Commission (BSEC) have been
properly addressed. Internal control system, managing of core risks and Bank’s process for monitoring compliance
with laws and regulations and codes of business conduct were adequate.

The Board of Directors of the Bank declares that they have actively and diligently discharged their duties and
responsibilities to establish a sound internal control system and to ensure good corporate governance.

On behalf of the Board of Directors
Prof. Md. Anwarul Azim Arif

Chairman
Board of Directors
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Dear respected Shareholders,

It is my great pleasure to welcome you all on behalf of the Board of Directors to the
24th Annual General Meeting of Social Islami Bank Limited and to present before you
the Directors’ Report along with the audited financial statements as on 31st December
2018 for your kind consideration. | put on record my thanks and gratitude to you for your
presence on this big shareholders’ day. It is worthwhile to place before you the financial
position of the bank on the backdrop of global economic scenario- the changes that
taken place around the world and how Bangladesh experienced the same and various
functional and administrative aspects during the year 2018 including Bangladesh

economy.

GLOBAL ECONOMIC OUTLOOK

According to IMF’'s World Economic Outlook April 2019,
after strong growth in 2017 and early 2018, global
economic activity slowed notably in the second half of
last year, reflecting a confluence of factors affecting
major economies. China’s growth declined following a
combination of needed regulatory tightening to rein in
shadow banking and an increase in trade tensions with
the United States. The euro area economy lost more
momentum than expected as consumer and business
confidence weakened and car production in Germany
was disrupted by the introduction of new emission
standards; investment dropped in ltaly as sovereign
spreads widened; and external demand, especially from
emerging Asia, softened. Elsewhere, natural disasters
hurt activity in Japan. Trade tensions increasingly took
a toll on business confidence and, so, financial market
sentiment worsened, with financial conditions tightening
for vulnerable emerging markets in the spring of 2018
and then in advanced economies later in the year,
weighing on global demand. Conditions have eased
in 2019 as the US Federal Reserve signalled a more
accommodative monetary policy stance and markets
became more optimistic about a US-China trade deal,
but they remain slightly more restrictive than in the fall.

Global growth is now projected to slow from 3.6 percent
in 2018 to 3.3 percent in 2019, before returning to 3.6
percent in 2020. Growth for 2018 was revised down by
0.1 percentage point relative to the October 2018 World
Economic Outlook (WEO), reflecting weakness in the
second half of the year, and the forecasts for 2019 and
2020 are now marked down by 0.4 percentage point
and 0.1 percentage point, respectively. The current
forecast envisages that global growth will level off in the
first half of 2019 and firm up after that. The projected
pickup in the second half of 2019 is predicated on an
ongoing build up of policy stimulus in China, recent
improvements in global financial market sentiment, the
waning of some temporary drags on growth in the euro
area, and a gradual stabilization of conditions in stressed
emerging market economies, including Argentina and
Turkey. Improved momentum for emerging market and
developing economies is projected to continue into
2020, primarily reflecting developments in economies
currently experiencing macroeconomic distress—a
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forecast subject to notable uncertainty. By contrast,
activity in advanced economies is projected to continue
to slow gradually as the impact of US fiscal stimulus
fades and growth tends toward the modest potential for
the group.

With improvements expected in the second half of 2019,
global economic growth in 2020 is projected to return
to 3.6 percent. This return is predicated on a rebound
in Argentina and Turkey and some improvement in a
set of other stressed emerging market and developing
economies, and therefore subject to considerable
uncertainty. Beyond 2020 growth will stabilize at around
3% percent, bolstered mainly by growth in China and
India and their increasing weights in world income.
Growth in advanced economies will continue to slow
gradually as the impact of US fiscal stimulus fades and
growth tends toward the modest potential for the group,
given ageing trends and low productivity growth. Growth
in emerging market and developing economies will
stabilize at around 5 percent though with considerable
variance between countries as subdued commodity
prices and civil strife weaken prospects for some.

This is a delicate year for the global economy. If the
downside risks do not materialize and the policy support
put in place is effective, then global growth will return
to 3.6 percent in 2020. If, however, any of the major
risks materialize, then the expected recoveries in
stressed economies, export-dependent economies,
and highly indebted economies may not occur. In that
case, policymakers will need to adjust. Depending
on circumstances, this may require synchronized,
country-specific policy stimulus across economies,
complemented by accommodative monetary policy.
Synchronization can make fiscal stimulus more effective
through signalling effects that raise household and
business confidence, and through the mitigation of
leakages via imports. Finally, adequate resources for
multilateral institutions remain essential to retain an
effective global safety net, which would help stabilize
the global economy.

BANGLADESH ECONOMIC REVIEW

Bangladesh economy continued to grow rapidly and
achieved a record growth of 7.86 percent in FY18, over-
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performing the Government’s FY18 growth target of 7.4
percent. The growth momentum was supported by strong
domestic and external demand. A surge in remittance
inflows at 17.3 percent, along with strong private sector
credit growth boosted consumption demand. At the
same time, higher growth in investment-related imports
reflected robust investment demand. Export growth
also maintained its momentum during this period. On
the supply side, the growth impulse largely came from
the industry and agricultural sectors. Bangladesh Bank
projects GDP growth to range from 7.5-7.7 percent for
FY19, assuming a continuation of domestic political
calm and no further escalation of global trade-related
conflicts. Annual average CPI inflation increased to 5.8
percent in June 2018, marginally higher than the 5.5
percent target ceiling for FY18. This increase in average
CPI inflation was broadly tracking the food inflation
dynamics driven by flood-related domestic shocks and
higher global commodity prices, while non-food inflation
witnessed a decreasing trend. Bangladesh Bank’s
projection shows average inflation for H1FY19 to be
around 5.4- 5.8 percent assuming no large domestic and
external shocks. Looking ahead, inflation risks in FY19
from higher global commodity prices and exchange
rate movements are on the upside. Bangladesh Bank’s
inflation expectation survey also confirms the upside
risks, as around 70 percent of the respondent expected
one-year ahead average inflation to be above 6 percent,
indicating the need for continued oversight management
of monetary aggregates.

In FY19 national budget, the target for the average
inflation rate was set at 5.6 percent. In the first five
months of FY19 (November 2018), the average inflation
rate was 5.58 percent, slightly above the annual
target level. The average food and non food inflation
rates for the same month were 6.37 and 4.38 percent
respectively. Higher global commodity prices and
exchange rate movements together pose upside risks to
inflation in FY19. Inflation expectation survey (July, 2018)
conducted by Bangladesh Bank also reveals the upside
risks, about 70 percent of the respondents anticipate
one-year-ahead average inflation to be above 6 percent.
BBs projection shows that the average inflation rate
would be around 5.4-5.8 percent in December 2018,
assuming no severe domestic or external shocks. The
rate of inflation measured by consumer price index
(12-month average) setting up 2005-06 as the base year
descended to 5.48% in March'l9 while it was 5.82%
in March’18. Furthermore, the rate of inflation (point-
to-point basis) descended to 5.55% in March’1l9 from
5.68% in March’18 setting up 2005-06 as the base year.

The weighted average interest rates on deposits
followed downward trend from a pick of 8.54 percent
in FY13 to 4.84 percent in FY17 which increased to
5.50 percent in FY18. Similarly, weighted average
interest rates on lending rate gradually declined to 9.56

percent in FY17 from a pick of 13.67 percent in FY13
and marginally increased to 9.95 percent in FY18. Both
weighted average interest rates on deposits and lending
rate turned to upward in FY18 due to increased credit
demand following buoyant domestic production and
investment activities, elevated inflationary pressure in
the domestic economy as well as tightening of financial
condition in advanced and emerging economics.
However, the spreads between lending and deposit
rates also narrowed from above 5 percent in FY14 to
4.45 percent in FY18.

In FY18, imports grew much faster than exports. Export
grew by 6.4 percent while the growth of import payment
was 25.2 percent. Exports stood at USD 36,205 million in
FY18 which was USD 34,019 million in FY17. During the
same period the total import payments increased to USD
54463 million from USD 43491 million in FY17. As imports
grew faster than exports, trade deficit widened to USD
18,258 million during the period from USD 9472 million
in FY17. The services and income account along with
primary and secondary income registered a surplus of
USD 8,478 million. Remittance inflows increased by 17.3
percent at the end of FY18 compared with the negative
growth of 14.5 percent in FY17. Current account balance
further deteriorated to USD (-) 9,780 million in FY18 from
USD (-) 1,331 million in FY17. The capital and financial
account surplus increased to USD 9,368 million in FY18
from USD 4647 million in FY17. The overall balance of
payments surplus turned into a deficit of USD (-) 885
million in FY18, which was USD 3,169 million in FY17.

Export as a percentage of GDP slightly decreased to 13.2
percent from 13.6 over the same period. Among the major
export items, agricultural products, cotton and cotton
products, knitwear, home textile, jute goods, chemical
products, woven garments, and footwear products
experienced a higher growth in FY18, while petroleum
bi-products, engineering products, leather and leather
products, plastic products, raw jute, and frozen food,
slowed down the pace of export performance as these
items experienced a negative growth.

The performance of the capital market witnessed a
mixed trend during Q2FY19, as reflected in price indices,
market capitalization, price earnings ratio, and turnover.
The price index inched up while total turnover drooped
during the quarter under review. The movements in
the Dhaka Stock Exchange (DSE) indices are closely
associated with that of the global equity market due to
growing trade and financial integration and the increased
participation of global portfolio investors in DSE. Market
capitalization rose 0.7 percent to BDT 3321.1 billion in
Q2FY19 from Q1FY19.
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The key indicators of the capital market, the DSE broad
index (DSEX) inched up while DSE-30 index moderated
in Q2FY19. The DSEX index was 0.3 percent higher
than in September 2018 but 13.8 percent lower than
in December 2017. The DSE- 30 index declined by 0.5
percent and 17.6 percent from September 2018 and
December 2017 respectively. The overall price-earnings
(PE) ratio of the DSE edged up in Q2FY19. The average
price earnings ratios rose to 15.19 in December 2018
from 15.17 in September 2018. Sector-wise PE data
show that banking sector’s PE score was the lowest
position while that of the cement sector was highest in
Q2FY19.

The issued capital in the DSE continued to expand, but
total turnover growth has moderated in Q2FY19. The value
of issued equity and debt increased by 2.1 percent and
three new companies were listed in the capital market
in Q2FY19. Thus the number of listed securities rose to
357 at the end of Q2FY19. Total turnover value dropped
by 26.4 percent during Q2FY19 compared to previous
quarter. Market liquidity as measured by the Turnover
Velocity Ratio (TVR) 2 decreased to 39.9 percent in
Q2FY19 from 47.4 percent in Q1FY19. Cross-country
data on price earnings (PE) ratios as of December 2018
show that Bangladesh has the moderate PE ratio among
the South and East Asian countries while dividend yield
of Bangladesh is the highest among these countries.
Market capitalization in Bangladesh remains low at
around 20 percent of GDP.

Almost all monetary aggregates in H1FY19 stayed close
to or below the monetary program path. In December
2018 (Q2FY19), broad money (M2) growth of 9.4 percent
was close to the programmed target of 10.2 percent
set for December 2018, but the growth is higher than
last quarter (8.8 percent). NDA growth of 12.5 percent
was below target in spite of a strong performance in
credit to public sector. NFA registered a growth of 0.3
percent in Q2FY19 which was much higher compared
to the program level (-1.2 percent) for December 2018.
Reserve money growth of 8.1 percent met the 8.0
percent target set for December 2018. Narrow money
(M1) increased by 9.3 percent at the end of December
2018, higher than 5.9 and 6.2 percent growth recorded
at the previous two quarters.

Private sector credit growth (13.3 percent) moderated
further in Q2FY19. In fact, private credit growth has been
falling since March 2018 after registering 18.0 percent
growth. The slowdown can be attributed to industrial and
agricultural sector activity as credit to these sectors grew
by 13.7 percent and 1.5 percent respectively during the
quarter under review. In contrast, credit to construction
and trade and commerce picked up in Q2FY19.

The public sector credit grew by 14.7 percent (yly) in
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December 2018, compared to 2.9 percent in September
2018 and negative 7.9 percent in December 2017.
Claims by BB on government shot up by 105.6 percent
in December 2018 as large volumes of treasury bonds
and bills were devolved on the central bank. On the other
hand, banks have also purchased significant amounts of
longer-term Treasury bonds with a very little amount of
T-bills during the same time period.

Bangladesh Bank (BB) has been integrating
‘sustainability’ into core banking practices through
green banking, corporate social responsibility, financial
inclusion and financial education. This environment
oriented banking practices gradually created the
concept of sustainable banking. Thus BB has been
pursuing policy and instructions in all possible areas of
sustainable banking for banks and non-bank financial
institutions (NBFIs) to ensure sustainable banking
practices. The integration of sustainability into the
banking sector has taken two key directions. Firstly,
the pursuit of environmental and social responsibility
in a bank’s operations through environmental initiatives
(such as recycling programs or improvements in energy
efficiency) and socially responsible initiatives (such as
support for cultural events, improved human resource
practices and charitable donations) and secondly, the
integration of sustainability into a bank’s core businesses
through the integration of environmental and social
considerations into product design, mission policy
and strategies. Sustainable banking mainly focuses on
three broad categories—green banking, corporate social
responsibility and financial inclusion.

A total amount of BDT 71.35 billion has been disbursed
directly as green finance during FY18 by 31 Banks out
of 57 and 8 Fls out of 33. Total amount of utilization from
climate risk fund by banks and Fls were BDT 1,518.25
and 1.82 million respectively in FY18. A revolving
refinance scheme amounting to BDT 2.0 billion was
introduced in 2009 with a view to broaden Financing
Avenue for green products or initiatives like solar
energy, bio-gas plant, and effluent treatment plant etc.
Initially, six green products or initiatives were identified
to extend the refinance facility under this scheme. Later
on, considering the market demand and expert opinions
from the technical advisory committee, Bangladesh Bank
has enhanced the eligible green products/ initiatives for
refinance under the scheme from six to fifty one till FY18.

Revenue collection (NBR portion) in January’'l9
increased by Tk. 450.87 crore (2.46%) from Tk. 18327.98
crore in December’18. In January’19 the total tax receipt
(NBR portion) is Tk. 18778.85 crore. Moreover, During
July’18- January’19 revenue collection increased by Tk.
7687.13 crore (7.05%) compared to the same period of
the last year.




Social Islami Bank Limited

s

SIBL

BANGLADESH BANKING SECTOR REVIEW

The banking sector of Bangladesh experienced a
moderate level of resilience in FY18. Bangladesh Bank
persistently continues its efforts to uplift and ensures a
sound and stable performance in the banking sector. In
FY18, Bangladesh Bank (BB) adopted a number of policy
measures to emphasize risk management and corporate
governance in the banks, periodic review of stability
of the individual bank as well as the whole banking
system, monitoring of large borrowers, fraud forgeries
and strengthening internal control and compliance
through self assessment of anti-fraud internal controls
etc. Monitoring of investment in shares by the scheduled
banks has been made stringentin light of the amendment
brought in the Bank Company Act, 1991 (amended up to
2018). Risk Management Committee at the board level
has been made mandatory, with regular evaluation. A
revised Risk Management Guideline has already been
put into effect for banks to improve resiliency. Besides,
all core risks management guidelines have been revised
recently for timely identification, measurement, control,
and monitoring of all existing and probable risks of
banks.Private sector credit growth continued its rising
trend during Q2FY18, reaching 18.1 percent (yly) in
Q2FY18, exceeding the monetary program target of 16.2
percent for H1IFY18. Sector-wise credit data show that
a larger share of credit (about 41 percent) went to the
industrial sector, and the trade and commerce sector
(about 34 percent).

The performance of the banking sector's indicators
show some improvement during Q2FY19, as reflected
in the non-performing loan (NPL), capital adequacy,
provision shortfall position and liquidity conditions.
During Q2FY19, overall NPL went down, driven mainly
by the performance in the state-owned commercial
banks (SCBs) and private commercial banks (PCBs).
Overall NPL in the banking sector declined in Q2FY19
compared to Q1FY19. Gross NPL for private commercial
banks (PCBs) moderated from 6.7 percent in Q1FY19
to 5.5 percent in Q2FY19. Gross NPL for SCBs also fell
by 1.3 percentage point to 30.0 percent in Q2FY19,
however with maintaining a weaker provisioning.

Overall capitalization of the banking system remained
stable at the end of December 2018. The CRAR for
private commercial banks rose modestly from 12.2
percent in Q1FY19 to 12.8 percent in Q2FY19 and
remained well capitalized. Capital position of SCBs fell
from 6.1 percent in Q1FY19 to 1.9 percent in Q2FY19,
indicating weaker capitalization.

Profitability of the banking sector moderated in 2018 as
reflected by return on asset (ROA) and return on equity
(ROE). ROE for private commercial banks moderated
from 12.0 percent in 2017 to 11.0 percent in 2018. ROE
for SCBs also declined to -29.6 percent in 2018 from 3.5
percent in 2017.

Private sector credit growth moderated further to 13.4
percent in Q2FY19 from 14.8 percent in Q1FY19, a
three year low, while deposit growth remained almost
unchanged at 9.6 percent in Q2FY19. As a result, overall
advance deposit ratio (ADR) in the banking system

edged up to 77.5 percent in Q2FY19 from 76.4 percent
in Q1FY19, though remaining below the maximum
regulatory ceiling. Consequently, excess liquidity
moderated in the banking system in Q2FY19.

Foreign Direct Investment (FDI) inflows during Jul-
Dec’2018 increased by US$ 781.36 million (55.18%)
from US$ 1415.97 million during Jan-Jun’2018. During
Jul-Dec’18 FDI inflows stood at US$ 2197.33 million. FDI
inflows during Jul-Dec’18 were higher than the inflows
during Jul-Dec’l7 by US$ 1032.86 million (88.70%).
Foreign direct investment (FDI) inflows during FY 2017-
18 increased by US$ 125.63 million (5.12%) from US$
2454.81 million during FY 2016-17. The FDI inflow during
FY 2017-18 was US$ 2580.44 million.

Foreign exchange reserves held by the Bangladesh
Bank stands at US$ 31787.2 million at the end of
March’'19 while it was US$ 32943.5 million at the end
of June’18. Thus foreign exchange reserves decreased
by US$ 1156.3 million (3.51%) at the end of March’'19
compared to the reserves hold at the end of June’l8.
Comparing with the reserves hold at the end of same
period of last year, the current reserves decreased by
US$ 615.9 million (1.90%) at the end of March’19.

In February’19 reserve money decreased by Tk. 7000.4
crore (2.99%) from Tk. 233743.0 crore in June’l8 while
the decrease in reserve money was Tk. 14110.0 crore
(6.28%) in February’18 compared to that of June’l7. The
amount of reserve money stands at Tk. 226742.6 crore
in February'19.

Overall liquidity condition in the banking system
remained stable and adequate in Q2FY19. Although
NPL ratio has moderated during this quarter, a judicious
surveillance is needed to manage those stressed assets
for financial stability. The slower pace in credit growth
aided stable liquidity conditions but moderate deposit
growth is a concern for maintaining stable liquidity.
However, the focus remains on ensuring that credit goes
to productive sectors that support inclusive growth and
macro-financial stability.

As on date of report, Monetary Policy Statement (MPS)
January-June 2019 (for the second half of FY 2019) has
been declared by Bangladesh Bank and the highlights
of MPS are:

e The robust seven plus percent FY18 GDP growth
momentum in H1FY19 remained strong, well
supported by both domestic and export demand.
The sharply widened FY18 bop current account
deficit (from spiking flood damage related food
grain imports and some big ticket investment
related imports) moderated substantially in H1IFY19,
coming down towards sustainable levels.

e Inflationary pressures remained well contained in
H1FY19. Aided by moderating food inflation from
lower rice prices, headline CPI inflation (point-to-
point) continued its declining trend, although non-
food inflation, rising since early 2018, reached 4.51
percent in December 2018. Headline CPI inflation
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declined gradually to 5.35 percent in December
2018 from 5.54 percent in June 2018. Consequently,
12-month average inflation edged down to 5.54
percent in December 2018 from 5.78 percent in
June 2018.

e BB’s policy measures in FY18 (reducing CRR by
one percentage point, repo rate by 75 basis points,
and introducing repo tenors up to 28 days) eased
liquidity tightening from the negative NFA growth
due to the sharp widening of current account
deficits. These measures helped avoid interest rates
spikes. However, uptick in trend of core CPI inflation
and the outcomes of BB’s inflation expectation
survey indicate persistence of inflationary pressures
to confront on the path ahead.

 Balancing inflation and output risks, given the near-
term domestic and global inflation and growth
outlook and the associated risks, repo and reverse
repo rates will be maintained at current levels of 6.0
and 4.75 percent, respectively, for H2FY19. The
H2FY19 monetary program targets broad money
(M2), domestic credit (DC), and private sector
credit growth ceilings at 12.0, 15.9, 16.5 percent
respectively, sufficient to accommodate attainment
of real GDP growth and CPI inflation projections
of the FY19 national budget (7.8 and 5.6 percent
respectively).

e BB’s usual support and promotion of adequate
credit flows to job creating priority productive
sectors will continue in H2FY19, including in MSMEs,
agriculture, green transition of output practices, and
entrepreneurship. Massive investment mobilization
needed for realizing Bangladesh’s aspirations
for rapid high growth require rapid financial and
capital market development, which in turn requires
maintaining market based flexibility of Taka interest
and exchange rates. The marked H1FY19 slowdown
in private sector credit growth may largely have
been from uncertainties in the run up to national
election, but whether the recent rigidity in lending
and deposit interest rates have also contributed
(with high yield NSCs siphoning away much of
household savings, causing growth slowdown in
bank deposits bearing much lower interest rate)
will be clearer in H2FY19. Addressing these issues,
and bringing down banking sector NPLs by instilling
strict lending and recovery discipline remain the key
imperatives.

ISLAMIC BANKING AROUND THE WORLD

The twentieth century has witnessed a major shift of
thinking in devising banking policy and framework based
on Islamic Shariah. This new thought was institutionalized
at the end of the third quarter of the century and emerged
as a new system of banking called Islamic banking.
The establishment of the Islamic Development Bank
(IDB) in 1975 gave momentum to the Islamic Banking
movement. Since the establishment of IDB, a number
of Islamic Banking and financial institutions have been
established all over the world irrespective of Muslim and
non-Muslim countries. Their rapid growth has gained
considerable attention in international financial circles

Page - 80 | Annual Report 2018

where various market participants have recognized
promising potentials. Kuala Lumpur and Bahrain are the
world’s leading Islamic capital markets while Dubai and
other players in the Middle-East are fast catching up.
In the UK, the first Islamic bank has already opened its
doors and Singapore has expressed its interest to be a
leading Islamic financial centre, while China and India
has expressed interest in Islamic banking.

The lIslamic finance market has become extremely
sophisticated as well as increasingly competitive. Today,
virtually all large western financial institutions are involved
in Islamic finance whether through Islamic subsidiaries,
“Islamic windows”, or the marketing of Islamic products.
In recent years, a range of new Islamic products have
appeared, such as Islamic bonds (or sukuk) and Islamic
derivatives. While some of those products are widely
accepted, others are still controversial.

ISLAMIC BANKING AND ITS
DEVELOPMENT IN BANGLADESH

Bangladesh is the third largest Muslim country in the
world with around 160 million populations of which
90 percent are Muslim. The hope and aspiration of
the people to run banking system because of Islamic
principle came into reality after the OIC recommendation
at its Foreign Ministers meeting in 1978 at Senegal to
develop a separate banking system of their own.
After 5 years of that declaration, in 1983, Bangladesh
established its first Islamic bank. At present, out of 57
banks in Bangladesh, 8 full edged Islamic Banks and
19 Islamic Banking branches of 9 conventional banks 25
Islamic banking windows of 7 conventional commercial
banks are also providing Islamic financial services in
Bangladesh. Islamic banks in Bangladesh since their
inception have been gaining popularity in spite of some
problems in their operation. An important development
in Islamic banking in the last few years has been the
entry of some conventional banks in the market and
their use of Islamic modes of financing through their
Islamic branches, windows, or units. It necessitates
and encourages the mobilized ion of Islamic banking,
which includes some of the giants in the banking and
finance industry. Bangladesh was not indifferent to this
turning move. These conventional banks should focus
on the safeguards that ensure the Islamic nature of
these branches such as separation and compliance
with Shariah. Separation of Islamic banking branches
includes separation of capital, accounts, staff employed
and office. However, the most important thing is
compliance with Shariah. There should be strong
Shariah supervisory boards in order to prepare the
model agreement, to approve the structure of every new
operation, and lay down the basic guidelines for each
and every mode of financing.

For effective interaction, communication and exchanges
the ideas & views of Shariah banking development and
its practices in Bangladesh among the Islamic banking
and Islami Banking Branches of the conventional
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Banks, a forum called “Islamic Bank Consultative forum
(IBCF)” was formed in 1995. IBCF may be called first
ever organizational development in establishing Islamic
Banking in Bangladesh where the member banks discuss
together the problems and issues relating to the growth
and development of Islamic Banking in Bangladesh
and common strategy and policies are formulated
for implementation through this common Forum. The
immediate goals of the IBCF were to establish Central
Shariah Board for all Islamic Banks in Bangladesh,
Islamic Money Market, Islamic Insurance Company(s),
innovation of new financial products. Among them,
Central Shariah Board is now functioning successfully.
Bangladesh Government Islamic Investment Bond
(BGIIB) and Islamic Money Market are the development
of IBCF and Bangladesh Bank which are being enjoyed
by almost all the Member-Banks. At present, 8 (eight) full
fledged Islamic Banks like (i) Islami Bank Bangladesh
Limited (ii) EXIM Bank Limited (iii) Shahjalal Islami Bank
Limited (iv) Social Islami Bank Limited (v) ICB Islamic
Bank Limited (vi) Al-Arafah Islami Bank Limited and (vii)
First Security Islami Bank a (viii) Union Bank Limited and
6 (six) numbers of Conventional banks having Islami
Banking Branches like (i) Prime Bank Limited (ii) Dhaka
Bank Limited (iii) Southeast Bank Limited and (iv) AB
Bank Limited (v) Bank Asia Limited and (vi) Pubali Bank
Limited are the members of IBCF.

CSBIBB was formed in 2001 with the view to observance
of uniform policies and practices of Islamic banking
among the member banks. Currently 8 (Eignt) full
edged Islamic Banks and 06 (six) conventional banks
of Islamic banking Branches are the member of CSBIB.
CSBIBB is manly rest with the functions of (i) collections,
translations & publications of Journals and References
on Islamic Banking (ii) to arrange and undertake research
programs, Training, workshop, seminar, symposiums
(i) gives award for contribution in Islamic Banking.

In principal, the method of treasury functions and
its management of an Islami bank are quite different
from other conventional bank. To support the daily
treasury functions of Islami banks, Ministry of Finance,
Government of the Peoples’ Republic of Bangladesh in
the year 2004 introduced a very special type of Shariah
based bond called “Bangladesh Government Islami
Investment Bond.” which is treated as a component of
Statutory Liquidity Ratio (SLR).

The operation of 6-month, 1-year and 2- year Bangladesh
Government Islamic Investment Bond introduced in
Financial Year 2005 in accordance with the rules of
Islamic Shariah where per unit bond price has been
determined Taka 1,00,0000/-(Taka one lac). As per the
rules, Bangladeshi institutions and individuals, and non-
resident Bangladeshi, who agree to share profit or loss
in accordance with Islamic Shariah, may buy this bond.
Social Islami Bank Limited has been actively involved in

buying this bond and as on 31.12.2018 total outstanding
buy amount (principal amount) of this bond stood at Taka
8.95 billion. Re-investment facility featured has been
tagged with the bond and any Bangladeshi Institutions
and Individuals, and non-resident Bangladeshi, who
agrees to share profit or loss in accordance with Islamic
Shariah, can accept borrowing from the fund.

Temporary arrangement of funds through MSD
(Mudaraba Savings Deposit) and MND (Mudaraba
Notice Deposit) accounts:

In order to day to day liquidity management, Islami
banks cannot take part in call money Market operation
and other activities like REPO and Reverse REPO
which are very common techniques widely used by the
conventional banks. Besides that, the Islamic Money
Market of Bangladesh is not well structured. To mitigate
the immediate/short liquidity crisis and management of
surplus funds overnight, Banks running under Shariah
principles have an arrangement between themselves to
maintain MSD (Mudaraba Savings Deposit) Accounts or
MND (Mudaraba Notice Deposit) Accounts for temporary
transactions. Excess funds are placed to others banks
and shortage of funds are replenished by calling other
Islamic Banks or Islamic Banking Branches to deposit in
these accounts. This technique is very popular among
the Islamic Banks/Islamic Banking Branches.

Bangladesh Bank has introduced Islami Inter Bank
Fund Market (IIFM) with a view to facilitating liquidity
management of the Shariah-based Islamic banks.
Islami Banks cannot borrow fund from the conventional
call money market due to non-compliance of Shariah.
Moreover, absence of a Shariah-based money market
refrain the banks to borrow fund from each other.
Therefore, Islamic money market is integral to the
functioning of the Islamic banking system in providing
the Islamic financial institutions with the facility for
funding and adjusting portfolios over the short-term.
Financial instruments and inter-bank investment would
allow surplus banks to channel funds to deficit banks,
thereby maintaining the funding and liquidity mechanism
necessary to promote stability in the system. Although
the Islamic Shariah-based banks have about 20 per
cent market share of the total asset and liability in the
country’s banking industry, they did not have any inter-
bank money market (call money market) before. As a
result, the banks were facing problems in managing
excess liquidity, and on the other hand, if a bank needed
fund to overcome sudden liquidity shortage, Islamic
Banks had no option to manage fund except internal
arrangement in between Shariah banks through MSD
and MND accounts operations. Sometimes, Islamic
banks are in the excess liquidity position, which remain
idle due to absence of a formal money market for them.
Introduction of IIFM has solved the problems of the
Islamic banks and from now they are able to collect fund
from inter-bank money market. Shariah-based banks
transact with each other through a separate fund called
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IIFM and the central bank is the custodian of this fund.
According to the rules, if any bank has excess fund, it
will invest the amount in the IIFM for one day. Besides,
another Islamic bank requiring fund can borrow funds
from it from the [IFM for one day. The rate of profit in the
Islamic bank money market is determined on the basis
of the profit rates of the bank gives to its depositors on
a three months’ deposit. The contract will be based on
Mudaraba principle of Islamic banking law and the new
system would open a new window of investment for the
Islami banks having excess liquidity.

BANGLADESH BANK REFINANCE
SCHEME

Bangladesh bank vide its letter no-GBCSRD Circular
no-01, Dt-18.01.2015 has created an Islamic refinance
Fund comprising of Tk-1000.00 million allowing Islamic
Banks and Non Bank Financial Institutions (NBFIs) to
finance in eco-friendly projects like agro-processor,
small enterprises, renewable energy and environment
friendly initiatives on the basis of Islamic Shariah.

This is to accelerate the involvement of excess liquidity
of Islamic banks And NBFIs in economic activities and
add value to the economy of the rural areas across the
country.

According to the circular, interested Islamic banks and
NBFIs have to sign an agreement with ‘Green Banking
& CSR Department’ of Bangladesh Bank. This covenant
will empower Participating Financial institutions (PFIs) to
disburse fund only in the projects including 47 products
selected by Bangladesh Bank.

Under this Refinance Scheme PFls will lend on a 3
months renewable basis at the rate of their Mudaraba
Savings a/c rate or bank rate (5%), whichever is lower.
Profit generated from this fund will be distributed among
the PFls according to their investment ratio.

Investment in Refinance Scheme will be taken into
account to fulfil the Statutory Liquidity Requirement
(SLR) of Islamic banks and NBFIs.

As on 31 December 2018 total outstanding investment
amount was tk. 250.00 million in the Bangladesh Bank
Refinance Scheme.

AN OVERVIEW OF THE BANK

SIBL started its operation on the 22nd November, 1995 as
a Second Generation Islamic Bank in close co-operation
and assistance of some renowned personalities of the
Islamic world. H.E. Dr. Hamid Al Gabid, Former Secretary
General of OIC & Prime Minister of Niger, H.E. Dr.
Abdullah Omar Nasseef, Deputy Speaker of Saudi Shura
Council & Ex-Secretary General of Rabeta Al-Islami, H.E.
Ahmed M. Salah Jamjoom, Former Commerce Minister
of Saudi Government, H.E. Prof. Dr. Ahmad EIl-Naggar
(Egypt) participated to this noble endeavor as sponsor
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shareholders. Targeting poverty, SOCIAL ISLAMI BANK
LTD. is indeed a concept of 21st century participatory
three sector banking model in one in the formal sector,
it works as an Islamic participatory Commercial Bank
with human face approach to credit and banking on the
profit and loss sharing it is a Non-formal banking with
informal finance and credit package that empowers
and humanizes real poor family and create local income
opportunities and discourages internal migration; it is a
Development Bank intended to monetize the voluntary
sector and management of Waqf, Mosque properties
and introducing cash Wagqf system for the first time in
the history. In the formal corporate sector, this Bank
would, among others, offer the most up-to date banking
services through opening of various types of deposit
and investment accounts, financing trade, providing
letters of guarantee, opening letters of credit, collection
of bills, leasing of equipment and consumers’ durable,
hire purchase and instalment sale for capital goods,
investment in low-cost housing and management of real
estates, participatory investment in various industrial,
agricultural, transport, educational and health projects
and so on.

To enhance the performance of the bank our
management adopted strategic plan that include
increase in efficiency, establishment of transparency,
efficiency and accountability in all spheres of banking
practices and as a logical consequence of reform.
Establishing Central Trade Processing Unit (CTPU),
Central Remittance Processing Unit (CRPU), Central
Clearing Unit (CCU), ADC (Alternate Delivery Channel),
Offshore Banking, Agent Banking above all customized
Products and Services are the reform processes that we
had undertaken from 2010 to 2018 to be the compliant
in one hand and to serve our client more efficiently and
effectively on the other.

INTERNAL CONTROL AND COMPLIANCE

The network of activities of banking have so diversified
and widened that without proper internal control,
smooth functioning of banking cannot even thought
of. Effectiveness of the Bank’s Internal Control System
is being monitored on an ongoing basis. Social Islami
Bank to establish and maintain an adequate system
of Internal Control, which can effectively control of all
the key functions of the Bank, so that objectives of the
bank’s are achieved and shareholders, depositors &
other beneficiaries are sharply benefitted. To protect
and safeguard the Bank form any means of fraud and
error as well as loss-Social Islami Bank has introduced
the “Internal Control and Compliance guideline” and
also established a separate department called “Internal
Control and Compliance Division (ICCD)” at Head Office
staffed with some experienced Senior Banker rest with
the power and duties to train the employees of the bank,
give direction, monitor, audit and establish control on day
by day operational procedures and statutory and non-
statutory compliances. Still, it is important to recognize
the existence of inherent limitations of internal control.
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CAPITAL MANAGEMENT OF THE BANK

The bank started its journey in the year 1995 with a paid up capital of Taka 118.36 million and thereafter as on 31st

December 2018, it has built a total Capital of Taka 26,111.51 million using the external and internal sources.

Given below table is the last 5 years history of SIBL towards its capital journey efforts:

Fig in million Taka

Year Paid up Capital Total Capital G;?gﬁgégvfer;ge Source of Capital
2014 7,031.42 13,078.26 12.51% Internal generation
2015 7,031.42 16,916.08 29.34% Internal generation
2016 7,385.99 19,195.04 13.47% Internal generation
2017 7,385.99 21,725.08 13.18% Internal generation
2018 8,121.29 26,111.51 20.19% Internal generation

To comply with the international practices and to make the bank’s capital more shock absorbent, Bangladesh Bank
has issued new guideline in line with Basel Il guideline where two new liquidity ratios has been introduced i.e. Liquidity
coverage ratio (LCR) and Net Stable Funding Ratio (NSFR). Capital conservation buffer has to be maintained @ of
0.625% in every year starting from year 2016. SIBL is the compliant of risk based capital adequacy framework- BASEL-
IIl. As per regulatory requirements, the bank uses standardized approach for assessing, evaluating and calculation
of risk weighted assets. SIBL is always concerned about its capital and its due maintenance and accordingly while
forecasting the business growth and regulatory capital requirements, internal and external sources of capital are
considered in detailed after capital impact study. As per Basel Il capital at the year end 2018 stood at (a) paid-up
capital Taka 8,121.29 million (b) total capital (as per BASEL-IIl) Taka 26,111.51 million.

Total Eligible Capital (Taka in Million)
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CAPITAL BASE (TIER-I & TIER-II)

As per directives of Bangladesh Bank, all commercial
banks are in the process of implementing the new risk
based capital adequacy guideline in line with Basel lII.
From 1st January of the year 2015, implementation of
Basel Ill has been initiated. For the year 2018 all bank
operating in Bangladesh are required to maintain the
minimum capital to risk weighted assets ratio (CRAR)
@ 14.27% including conservation buffer. In Basel I
guideline, the definition of Capital has been changed
from Basel Il. Tier-1 capital which is also known as going
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concern capital consisting i) Common Equity Tier |
(CET-1) and ii) Additional Tier | (AT-1) capital. At SIBL,
CET-1 are composed of (a) paid up capital (b) statutory
reserves (c) retained earnings and there is no AT-1
capital in the balance sheet yet.

Tier-1l capital which is known as gone concern capital
consisting of (a) general provision on unclassified
Investments (b) eligible balance of 50% of revaluation
surplus on Fixed Assets as per the Basel Il phase out
program for the year 2018. As per requirements of
the guideline, it is mandatory to maintain the CET-1 @
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6.375% including conservation buffer whereas Tier | capital will be maintained minimum @ 6.00%. Capital base
consisting of Tier | & Il of the Bank as on 31st December 2018 stood at Tk. 26,111.52 million as against Tk. 21,725.08
million as on 31st December 2017. As per BASEL-IIl, the Comparative position of Capital Base of the year 2018 and
2017 is given as under:

Fig in million Taka

Particulars 2018 2017
Tier-I Capital

CET-1 Capital

1. Paid up Capital 8,121.29 7,382.99

2. Statutory Reserve 5,795.46 5,025.80

3. Retained Earnings 878.14 778.44

Sub-total 14,794.88 13,187.23

AT-1 - -

Total Tier | Capital 14,794.88 13,187.23
Tier-Il Capital

1. 1% provision on unclassified investment 2,291.06 2,886.72

2. 50% of Revaluation surplus on Fixed Assets (as per phaseout program) 105.57 211.14

3. SIBL Mudaraba Subordinated Bond 8920.00 5,440.00

Sub-total 11,316.63 8,5637.85

Total 26,111.51 21,725.08

Capital Adequacy Ratios

i.CET-1 Capital Adequacy Ratio 8.08% 7.02%

ii. Tier -1 Capital Adequacy Ratio 8.08% 7.02%

iii. Capital to Risk Weighted Asset Ratio (CRAR) 14.27% 11.57%

STRESS TESTING

To analyze the soundness of capital impact / capital’s shock resilient of the bank more elaborately in the backdrop of 5
major risk factors of bank i.e. (a) Profit rates (b) Forced sale value of collateral (c) Non Performing Investment (d) Share
price & (e) Foreign exchange rate based on minor, moderate and major levels of shocks consideration, Bangladesh
Bank vide its circular no DOS Circular No 1 dated 21st April 2010 and revised guideline on 23 February 2011 has
directed all the commercial banks for stress testing on the basis of ‘Simple Sensitivity and Scenario Analysis” w.e.f.
June 2010 on half yearly basis and thereafter quarterly basis w.e.f 1st quarter of 2011. Stress testing simply provide
information on strengthens of a bank to absorb the level of shocks against all the risk factors.

The bank has a continuous plan on its capital structure to defeat any unforeseen minor or moderate shocks at any
time. The shock results of the 4th quarter of 2018 shows that the capital structure of the bank is well defined and also
indicative that the bank will be able to maintain the capital adequacy ratio at the standard level as set by the regulator.
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SIBL MUDARABA SUBORDINATED BOND RELATED INFORMATION

Social Islami Bank Limited issued three subordinated bond to support and strengthen Tier-Il capital base of the
bank under Basel-lll capital regulation of Bangladesh Bank. The details of SIBL Mudaraba Subordinated Bonds are
presented below:

Figure in Million Taka

SL No Name of the Bond Issue Date Issued Amount Og:?:%iﬂgfzrgggnt

1 SIBL Mudaraba Subordinated Bond 31/03/2015 3,000 1,800

SIBL 2" Mudaraba Subordinated Bond 20/06/2016 4,000 4,000

3 SIBL 3 Mudaraba Subordinated Bond 27/12/2018 5,000 5,000

Total 12,000 10,800
LIQUIDITY PLACEMENT & FUNDING

The bank has been following an approved ALM (Asset
Liability Management) guideline, duly approved by the
Board of Directors of the bank, in managing the day to
day liquidity since 2005. Senior management of the bank
is involved in the total process of liquidity management
and discharges decision through ALCO (Asset Liability
Committee) meeting. Management of the bank puts
much stress on the bank’s liquidity on regular basis
rather than casual. Members of the ALCO sit minimum
once in a month and instantly in case of any emergency
to determine the strategy to defeat any unusual market
liquidity situation. The bank has a clear guideline to
face the stress liquidity situation to protect the bank at
anytime from any means of liquidity mismatch. During
the year under report, the bank conducted 17 numbers
of ALCO meetings. To support the ALM and ALCO, the
bank has a special desk under the name and style ‘ALM
Desk’ which is (a) primarily responsible for scanning
the liquid market place along with national, continental
and international economy and economic factors every
second (b) secondly, communication-monitoring-follow
up of ALCO decision and (c) thirdly, closely monitoring
of structured liquidity profile of the bank through in-
depth analysis of Asset & Liability position of the balance
sheet and tracking the different liquidly parameter
whether all these factors are moving within the controlled
environment/tolerable limit or nor and report to the CEO.
Some young and brilliant professionals are assigned to
perform the ALM jobs and highly concerned to assist
the bank in proper liquidity management under the close
supervision of senior management.

The Bank is committed to maintain the CRR and SLR
through effective management of assets & liabilities of
the Bank in order to maximize the profit. During the year
under report, the bank effectively maintained required
CRR and SLR throughout the year without fail as per
Bangladesh Bank’s norm.

Style and method of placement & funding of Shariah
compliant banks are quite different from conventional
banking style. Shariah banks operate their placement
& funding under restricted environment and keep them
apart from participation in ‘Call Money Market Operation’
and from ‘Treasury Bill' purchasing programs like other
contemporary banks- which are the mostly famous and
widely used techniques in the banking industry in house
and abroad. However, for the Islami banks, borrowing
from Bangladesh Govt. Mudaraba Bond —a recognized
external fund, provides liquidity to the Islami banks
under some restricted environment. Borrowings from
Bangladesh Govt. Mudaraba Bond mostly depend on
the availability of the fund and availability of securities.

SIBL as a Shariah based bank, surplus funds placement
and borrowings are usually initiated in the following way :

a. Placement of fund with the other Banks and Financial
Institutions in the form of Savings, Notice and Term
deposit Since the funding of Shariah banks are
restricted to some extent, the bank always keep
room in its ID ratios maximum to 89.00% and such
the surplus funds keep with other Islami Banks or with
the Islami banking branch / windows of conventional
banks. Usually, Savings & Notice deposits accounts
with other banks are used to manage the temporary
or short term surplus for income generation purpose
in one side and to withdraw money instantly to
support the total liquidity system of the bank on the
other side.

b. Borrowings offund from Bangladesh Govt. Mudaraba
Bond SIBL borrows fund from Bangladesh Govt.
Mudaraba Bond against the lien marking of

i. Instruments of Investment in Bangladesh Govt.
Mudaraba Bond

ii. IBP Instruments

iii. MTDR receipts with other Bank’s Investment
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DEPOSITS

During the year 2018, the bank drew-up a series of action plan both short term and long term to raise the deposit
base of the Bank in line with the Directives of the Bangladesh Bank. The short-term action plan included launching of
special drives like deposit mobilization months during 2018. The following graph shows the deposit trend of the Bank :

Client Deposit (Taka in million)
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COMPARATIVE DEPOSIT MIX
Fig in million Taka
E Deposit mix Year-2018 Year-2017 Growth
8 Al-Wadeeah Current & Other Deposit 28,721.09 31,254.38 -8.11%
L
o Mudaraba Savings deposit 19,621.56 16,876.61 16.26%
%)
% Mudaraba Term deposit 156,095.70 138,266.64 12.89%
('—_) Other Mudaraba deposit 43,569.09 42,123.35 3.43%
L Cash Wqf. 317.05 277.92 14.08%
al Total 248,324.49 228,798.90 8.53%

PROFIT PAID TO DEPOSITORS

The bank has distributed Tk. 16,063.98 million among the Mudaraba Depositors as profit in 2018 as against Tk.

10,561.96.34 million in 2017.

Profit paid in 2018 among the various types of mudaraba depositors at the following rate:

Sl no Particulars 2018 2007

1 1 Month 5.00% 3.00%
2 3 Month 6.00% 6.50%
3 6 Month 7.00% 6.75%
4 1 Year & Above 8.00% 7.00%
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Sl no Particulars 2018 2017
1 Mudaraba Savings Deposit 4.00% 3.00%
2 SIBL Youngster Account 6.50% 5.50%
3 Super Savings Account 5.00% -
4 Sanchita Special Deposit Scheme 4.50% 3.50%
5 Proshanti (Mudaraba Zakat Savings Account) 9.00% 8.00%
6 Mudaraba Cash Waqf Savings Account 9.00% 8.25%
sl no Particulars 2018 2017
1 Less than 1 crore 3.50% 3.00%
2 Equal to or more than 1 crore but less than 25 crore 4.00% 3.50%
3 Equal to or more than 25 crore but less than 50 crore 4.50% 4.00%
4 Equal to or more than 50 crore but less than 100 crore 5.00% 4.50%
5 Equal to or more than 100 crore 5.50% 4.50%
No. Particulars 2018 2017
Group A: mudaraba monthly profit scheme
1. Mudaraba Monthly Profit Deposit Scheme(3 Year) 8.50% 8.00%
2. Shachanda Protidin 8.50% 8.00%
3. Shuborno Lata 8.50% 8.00%
4. Shobuj Chaya 8.50% 8.00%
5. Mudaraba Monthly Profit Deposit Scheme (1 Year) 8.00% 6.75%
Group B: Mudaraba Deposit Pension Scheme
1. Mudaraba Special Deposit Pension Scheme 8.50%-9.00% 8.00%
2. Sonali Din 8.50%-9.00% 8.00%
3. Shukher Thikana 8.50%-9.00% 8.00%
4. Suborno Rekha 8.50%-9.00% 8.00%
5. Shobuj Shayanho 8.50%-9.00% 8.00%
Group C: Mudaraba Hajj Scheme
1. Kafela 9.00% 8.25%
Group D: Mudaraba Lakhopoti, Millionaire & Billionaire Scheme
1. Shopner Shiri (Lakhopoti) 8.25%-9.00% 8.00%
2. Suborno Digonto (Millionaire) 8.25%-9.00% 8.00%
3. Shorno Shikhor (Billinior) 8.25%-9.00% 8.00%
Group E: Other Schemes
1. Cash Wagf Deposit Scheme 9.00% 8.25%
2. Cash Wagf Monthly Profit Scheme 8.50% 8.00%
3. Mudaraba Marriage Savings Scheme 8.50% 8.00%
4. Mudaraba Mohorana Savings A/C 8.75%-9.00% 8.00%
5. Mudaraba Education Deposit Scheme 8.50%-9.00% 8.00%
6. Mudaraba Bashsthan Savings Scheme 8.50%-9.00% 8.00%
7. Mudaraba Double Benefit Scheme 8.00% 8.00%
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INVESTMENT

Risk is an integral part of banking business and Social
Islami Bank Ltd. (SIBL) aims at delivering superior
shareholder value by achieving an appropriate trade-off
between risks and returns. Investment risk arises from
the probability that a bank’s borrower will fail to meet its
obligations in accordance with agreed terms, resulting
in a negative effect on the profitability and capital of
the bank. Investment risk can arise from default risk,
concentration of counterparties, industry sectors and
geographical regions. Generally, investments are the
largest and most obvious source of investment risk.
However, investment risk could stem from both on-
balance sheet and off-balance sheet activities such
as guarantees. It may arise from either an inability
or an unwillingness to perform in the pre-committed/
contracted manner. Investment risk comes from a
bank’s dealing with households, small or medium-sized
enterprises (SMEs), corporate clients, other banks and
financial institutions, or a sovereign.

Success depends on some one’s ability to satisfy the
ever-changing choices of customers constantly. We
are committed to be innovative and responsive, while
offering high quality tailored products and services at
competitive prices. We are devoted to be one of the best
financial service providers in Bangladesh delivering
superior products to our valued customers within a
framework of shared integrity. Social Islami Bank Ltd.’s
Investment Risk Management Division (IRMD) and
Investment Administration Division (IAD) are relentlessly
working keeping these values and commitments in mind.

In order to excel in investment risk management, SIBL
has devised, nurse and ensured compliance on core
investment values to cultivate and drive behavior
towards highly efficient and quality investment functions.
Here, our main challenge is to maintain, manage and
ensuring asset quality and to distribute investment
to the target group offering competitive price, smooth
banking services, inducting best of the best clients and
diversification of investment- portfolio focusing on retail
and SME sector. Our continuous effort will be to ensure
asset quality and cross selling of investment as well as
deposit products in line with the Shariah principles.

The bank has exerted its best efforts towards
implementation of Core Risk Management Guidelines
in Investment Risk Management. Investment Risk
Management Division, Trade Finance & RMG Division,
SME & Agricultural Finance Division are also very much
aware about the upcoming risk factors involved in
banking industry. As a result, we are now more cautious
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about implementing various risk mitigating factors in line
with the directives of Bangladesh Bank and GoB. We
are gradually implementing BASEL-Ill phase by phase
as per regulatory guidelines. Out strong persuasion and
initiatives are going to rate the unrated investment clients.
Meanwhile, a notable amount of our ratable investment
clients have been rated by leading rating agencies and
rest are in process. We therefore hope that in coming
days we would be more successful in mitigating risk
factors and presenting quality assets.

Investment of SIBL in the year 2018 showed a favorable
growth. The total investments of the Bank stood at Tk.
238654.17 million in various sectors as at 31st December
2018 against Tk. 210045.51 million as on 31st December
2017 registering a growth 13.62% that is the sign of the
confidence of the clients on the Bank. The net increase
in investment by Tk. 28608.66 million as compared to
2017. We are now concentrating our efforts to increase
quality investments to facilitate the investment earnings.
The Bank has extended financial support towards some
of the largest business conglomerates like Badsha
Textile, Butterfly Marketing Ltd. and sister concerns,
Meghna Group, Partex Group, Bashundhara Group,
Runner Automobiles Ltd., Runner Motors Ltd., NZ
Group, Base Group, ACME, Pran RFL Group, Abul
Khair Group, Nitol Motors, AMBAR Group, Shikder
Group, Rahimafroz, NASA Group, Mir Akhter Ltd., Aman
Spinning, Megnum Steel, Bangladesh Development
Group, BSRM, KDS Group, Noman Group, United
Group etc. We also integrated our collaborative efforts
vigorously and successfully during this time for helping
various small and medium enterprises for supplying their
capitals through our different micro-investment tools.

SIBL has established Consumer Investment Division to
focus more on retail and card investment with a view to
diversify investment portfolio to meet investment need
for procuring consumable items of a developing society
and to take a significant market share of retail and card
investment in the industry.

To contribute in the society, serve the nation and to grab
the market share SIBL has introduced Islamic micro-
financing under Family Empowerment under Islamic
Micro-Finance Program in the year 2015. At present
62 (Sixty Two) Branches of SIBL are in operation of this
program and the management of our bank also selected
and approved another 18 (Eighteen) branches for this
service. Gradually this service would be available in all
branches of SIBL based on the demand.

The following chart depicts the year wise position of
investment since year 2014:
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Year Wise Investment Growth:
Year Investment (Taka in Million) | Investment Growth in %
2014 107,899.95 25.58%
2015 134,116.85 24.29%
2016 174,195.94 29.88%
2017 210,045.51 20.58%
2018 238,654.17 13.62%

Percentage of Non-performing assets (NPA) of SIBL has decreased from 8.20% (in the year 2017) to 7.69% (in the
year 2018). To keep the Non-Performing Investment (NPI) at a reasonable level SIBL has taken vigorous drive towards
recovery of NPI and ensuring quality disbursement of fresh investments. Out of Investment of Tk. 238,654.17 million,
only Tk. 18,350.99 million has become classified as on 31.12.2018.

Provision composition against funded investment for the year 2017 and 2018 is furnished hereunder:

(Figure in million Tk.)

. 2018 2017
— Provision (As per annual report )
atus
Rate Composition Composition
Amount . Amount .
in % in %

Unclassified investment 0.25%, 1%, | 1,813.43 22.05% | 2,190.95 38.57%
Special Mention Account (SMA) 2% & 5% 12.67 0.15% 16.45 0.29%
Su-Standard investment (SS) 20% 82.31 1.00% 108.51 1.91%
Doubtful Investment (DF) 50% 272.20 3.31% 160.39 2.82%
Bad /Loss Investment (BL) 100% 6,043.50 73.49% 3,204.84 56.41%

Total 8,224.11 100.00% 5,681.14 100.00%

INVESTMENT PLAN FOR 2019

SIBL has set investment target to Tk. 250,000.00 million
starting from Taka 238654.17 million to achieve with plan
of diversifying the portfolio.

With high quality resources equipped with both
operational and product expertise under a competent
management team, Investment Risk Management
Division (IRMD), Trade Finance & RMG Division, SME
& Agricultural Finance Division, Consumer Investment
Division (CID) and Investment Administration Division
(IAD) are always ready to take the challenge of expected
growth of the investment portfolio ensuring the quality

of the asset. But, under any circumstances, quality of
the investment portfolio or related risks like market risk,
liquidity risk and operational risk will be analyzed and
subsequently mitigated before investment approval.

In achieving the target we plan to diversify our portfolio
to cover the marginal & peripheral enterprise. In doing
so the effect of the investment will be multiplied in
development of the economy of the country. We set
priorities to labor intensive industries and medium &
small enterprise to create employment so the national
GDP growth will be accompanied with the growth of UN
Human Development Index.
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SUSTAINABLE FINANCE AND GREEN
BANKING ACTIVITIES

Sustainable Banking refers to adopting environmentally
responsible financing, weighing up environmental risks
of projects before making financial decisions, financing
spontaneously to various social development activities
and supporting & fostering growth of upcoming green
initiatives & projects. Sustainable Banking can also
promote environmental friendly in-house practices within
the Bank to reduce carbon footprint from its banking
activities which is an ethical approach in banking
practice as well.

Sustainable Development Goals (SDGs) which are
declared by United Nations for the period of 2016-2030
refers to a range of social needs including education,
health, social protection and job opportunities, while
tackling climate change and environmental protection.
Bangladesh Bank through its guidelines on Green
Banking & CSR and newly introduced Sustainable
Banking approach has been supporting the Banks for
accelerating sustainable development activities in the
country.

The main purpose of Sustainable Banking is to make the
earth a safe habitat for the human being, animals, plants
and other organisms in the ecosystem by upholding the
ethical standards, promoting social welfare activities
and taking appropriate measures for environmental
protection & action plans on climate change related
issues. This is an effort from banks’ part to ensure peace
& justice in the society, tackle the future incidents which
may take place due to climate change and restore the
environment on the earth as well.

In order to achieve Sustainable Development Goals
(SDGs) collectively, Bangladesh Bank vide SFD circular
no. 02 dated 1st December, 2016 has giveninstructions to
all scheduled Banks of the country to form (1) a separate
“Sustainable Finance Division/Department/Unit” headed
by Head of Investment Risk Management Division to
carry out CSR activities and Green Banking activities of
the Bank, (2) a “Sustainable Finance Committee” headed
by the most senior Deputy Managing Director of the
Bank. Bangladesh Bank also instructed that the overall
activities of the “Sustainable Finance Department” and
“Sustainable Finance Committee” shall be supervised
by the Risk Management Committee (RMC) of the Board
of Directors of the Bank.

Bangladesh Bank has given guideline to form a
Committee headed by the most senior Deputy Managing
Director. Other members include:-

1. Head of Investment Risk Management Division,
2. Head of Investment Administration Division,

3. Head of Special Asset Management Division,
4. Head of Corporate Banking Division,

5. Head of Retail Banking Division,

6. Head of International Division,

7. Head of Risk Management Division,

8. Head of Human Resources Division,

9. Head of Financial Administration Division,

10. Head of Internal Control & Compliance,
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11. Head of Card Division,

12. Head of Logistic Support & Services Division,

13. Head of Branches & Establishment Division,

14. Head of Marketing & Communications,

15. Head of Information & Communication Technology
Division

16. One Official from Sustainable Finance Department.

SIBL has been responding spontaneously to its social

commitment. As part of Corporate Social Responsibility

(CSR), Social Islami Bank Limited (SIBL) has been

extending financial help to different orphanages,

schools, madrashas, social organizations & individuals

who are suffering from fatal diseases like cancer, kidney

failure, heart diseases etc.

GREEN BANKING

Green Banking is an emerging issue in the present
banking arena. Green Banking is a holistic approach,
which encourages environmental protection,
sustainability, resource-savings and economic attitude
in personal and professional life among others.
Bangladesh Bank is emphasizing much on environment
and environment-friendly project.

Bangladesh Bank has recognized SIBL as one of the top
private commercial banks for the contribution to Green
Banking activities across the country. We have unified
our sustainable operations under the “Green Banking
Unit” equipped with permanent employees. The Audit
Committee of the board is selected as the high powered
committee of our Green Banking Unit for reviewing the
green banking activities. Our Green Banking Policy and
Green Office Guidelines have been circulated among all
our employees for creating awareness on green banking
activities & providing instructions about conserving
energy, water, saving paper, etc. Our green strategic
plan is enhanced to define our strategy in the coming
years.

SIBL developed its own environmental policies
which prove our commitment to the environment for a
sustainable future. As a bank we play an intermediary
role between economic development and conservation
of the environment. Our green banking activities are on
multidimensional areas which include both in-house
green activities and external green activities towards
supporting green economy. In 2018, as part of our green
banking initiative SIBL has spent significant amount for
beautification, tree plantation, installation of solar panels,
environment friendly brick plant based on HHK (Hybrid
Hoffman Klin) technology etc.

Green banking is fast gaining momentum in Bangladesh
since its official inception in the second-half of 2011.
During short span of time, several policy interventions
were taken by Bangladesh Bank (BB) for accelerating
green growth of the country. Green Development and
Inclusive Growth — are at the focal points in Green
Banking.

Green Banking initiatives are multi-stake holder approach
and are never ending process, the implementation is
possible only when collective efforts of all are being
made.
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GREEN BANKING ACHIEVEMENT

Name Achievement

Formation of Sustainable Finance | Sustainable Finance Department has been restructured on 15.01.2017 for
Department smooth functioning of Green activities.

Circulation of Environment Social | Environment Social Due Diligence (ESDD) checklist is being Circulated and
Due Diligence (ESDD) practiced.

Circulation of Environment Social
Risk Rating (ESRR)

Circulation of Green Office Guide

Environment Social Risk Rating (ESRR) is being circulated and practiced.

Green Office Guide checklist is being monitored regularly.

Green Banking Policy of SIBL has been approved by the Board of Directors
of the Bank.

A guideline of ESRM is under preparation for immediate circulation.

Formation of Green Banking Policy

Preparedness of ESRM

e-Circular system has been introduced.

e-Newsletter has been introduced replacing paper book.

Solar panel installed in some branches.

Green Banking has been focused in the Annual Calendar. Such endeavor
has widely been accepted and applauded.

Some Green Event

(Figure in Million)

. Yr-2017 Yr-2018
Particulars - - - -
Disbursement Outstanding Disbursement | Outstanding —

o

ETP o)

Finance for installation of ETP 726.19 426.25 - - %

Projects financed having ETP 49,052.79 5,925.51 21687.24 10712.43 n

Bio-gas Plant 0.24 0.04 159.75 50.65 g
|_

Solar Panel/Renewable Energy 3003 572 902.65 273201 8

Plant o

Hybrid Hoffman Klin (HHK) 201.04 112.89 870.78 249.77 &)

Projects financed in Brick fields

having Zigzag & Improved 1,116.24 238.96 3853.06 937.19

technology

Hazardous waste treatment facility 8.13 1.20 - -

Plastic Waste Recycling Plant

(PVC, PP, LDPE, HDPE.PS) 341.46 125.52 7399.82 3816.65

Others 0.00 0.00 0.00 0.00

Total 51,476.12 6,836.09 34,873.31 18,498.70

GREEN BANKING INITIATIVES OF THE BANK
Particulars Yr-2017 Yr-2018

Online Banking

No. of Total Branches 138 155

No. of Branches with online coverage 138 155

Internet Banking

No. of Accounts facilitated with Internet Banking 4,047 4,906

% of Accounts facilitated with Internet Banking 0.33% 0.38%

No. of Accounts facilitated with Mobile Banking/SMS Alert Banking 1,59,311 217941

% of Accounts facilitated with Mobile Banking/SMS Alert Banking 13.10% 17.00%

No. of Training Programs/Seminars/ Workshops/Awareness Programs 4 9

Exclusively conducted for Green Banking
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FUTURE PLAN OF GREEN BANKING:

SIBL has the plan to focus on the following areas of
operation for promoting Green Initiatives:

To popularize Online Banking,

To increase Internet, SMS & Mobile Banking

To introduce Video Conferencing

To increase Efforts towards near paperless banking
To promote Tree Plantation Campaign

To promote green initiatives through advertisement
in print/electronic media

To rationalize use of consumption of paper, water,
electricity and utilities

8. To reduce Emission of Carbon

9. To conserve environment

10. To protect air/water pollution

oukhwnhE

~

Saving our ‘Mother Planet’ has become the crucial issue
now-a-days. To save our beloved abode (the earth) from
all types of erosion and pollution we, as global citizens,
have some obvious responsibilities to keep our mother
planet green remaining in our individual position we
belong to.

RECOVERY PERFORMANCE

Special Asset Management (SAMD) renamed from the
previously ‘Law and Recovery Division’ (LRD). SAMD
started its activities from November 2010 for better
functioning and for maintaining the continuous process
for recovery and regularization of bad/ written-off/ stuck
up investments portfolio of the Bank throughout the year.
This division also undertakes different recovery drives
for recovery of bad/written-off investments of the Bank,
works for settlement of bad bad/written-off investments
under the legal framework of the country and settles
matters of bad/written-off investments through adopting
different measures outside the court. SAMD is also

INVESTMENT INCOME

engaged in handling all legal matters of the Bank. On-
site, off-site, legal affairs, reporting and execution of
decision desks are continuously working for recovery
and regularization of bad assets.

Up to 2018 recovery from written-off investment was Taka
510 million compared to Taka 380.98 million during the
year 2017. Till 2018 total 1,387 cases/suits are decreed/
disposed off in favor of the Bank against investments
of Taka 35103.10 million. In 2018 total amount of taka
830.00 million recovered from classified investments.

Different management tools like formation of different
committees/ teams/ task forces also have been
completed to implement the recovery policies of the
bank as well as to monitor the recovery of investment.
For maintaining continuous and vigorous contact and
strong monitoring, committees have been formed at
branch level giving particular targets of recovery from
bad/ written-off investments. To maintain contacts with
clients as well with the engaged officials for recovery,
particulars assignments have already been given to
Head Office executives/ officials to see the progress of
recovery on off-site basis.

SAMD arranges meeting with clients both at Head Office
and at branches frequently as and when required. In
these meetings, progresses also are being evaluated
regarding recovery of the bad/written-off investments in
the light of the previous commitments given by clients
to the Bank. Besides, assigned executive/ officials have
been brought under accountability to get progress
towards recovery.

To improve asset quality and to get good economic
health of the Bank, the SAMD is working continuously
with different techniques. It is expected that above all
measures taken by the SAMD will put effective impact
towards recovery of bad/written-off investments and
expected to have good result in the year end.

The bank has registered an income from investment of Taka 24,955.87 million under different mode of investment
accounts in the year. A comparative position on income received from different mode of investment in the year 2018

and 2017 is given below-

(Figure in Million Tk.)

Mode Year 2018 | Year 2017 | Growth
Profit on Murabaha 195.44 120.12 62.71%
Profit on Bai-Muazzal 15,878.29 | 11,235.98 41.32%
Profit on Hire-Purchase 6,275.72 | 4,865.04 29.00%
Profit on Musharka 38.16 31.30 21.94%
Profit on Bai-Salam 69.78 57.21 21.96%
Profit on Quard against MTDR, Scheme and others 533.59 582.61 -8.41%
Profit on Inland Document Bill Purchased 381.91 343.63 11.14%
Profit on Foreign Document Bill Purchased 442.94 291.94 51.72%
Profit on ljarah 55.32 42.58 29.93%
Profit on Investment against Mudaraba Deposit with other banks and NBFls 751.60 516.38 45.55%
Profit on other investments (Card, Wakalat fee etc.) 235.66 250.31 -5.85%
Profit on Mudaraba 97.46 160.52 -39.29%
Total 24,955.87 | 18,497.61 34.91%
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CAPITAL EXPENDITURE

During the year under review, the total capital expenditure on acquisition of fixed assets was Taka 3,563.53 million
which includes Taka 705.55 million towards Furniture & Fixtures, Taka 844.52 million for Office Equipment& Computers
Software and Taka 35.18 million towards purchase of vehicles and Taka 0.68 million towards purchase of Books and
References.

NON FUNDED INVESTMENT

The year under review, the bank had a collective effort in non-funded business from the first day of 2018. The Bank
undertook a target on foreign exchange business for the year 2018 for Taka 270,000.00 million and accordingly
achieved 178,590.50 million. The bank successfully managed to earn a commission & exchange income of Tk.
1,600.66 million in 2018 against Tk. 1,871.30 million of 2017. Despite the volatility of foreign currency throughout the
year 2018, the bank accumulated an exchange gain of Taka 920.93 million against Taka 1,022.97 million of 2017.

INCOME FROM INVESTMENT IN SHARES & SECURITIES

Throughout the year, the country observed the capital market as unsupported, fade and confidence less of the
investors irrespective of corporate and individual. SIBL had an investment outstanding of Taka 462.80 million in
Quoted & Unquoted Shares, Preference Share, Bond& Government Security. This year earnings from this segment
has been recorded Taka 462.80 million against Taka 443.10 million in 2017.

Significant variance in operating results between Quarterly and Annually
While analyzing the operating results by month to month and quarter to quarter, no significant deviation was found.

The operating results for the 4 quarter of the year 2018 are given below with remarks:
(Figure in Million Tk.)

. (Un-audited & published) Audited

Sl Accounting Head

31.03.18 30.06.18 30.09.18 31.12.18
1 |Investment Income 5139.69 11646.75 17932.44 24,955.87
2 | Profit Paid on deposits 3651.54 7912.41 12274.67 16,063.98
3 | Net Investment Income 1,488.15 3,734.34 5,657.77 8,891.89
4 | Income from Investment in Shares & Securities 91.79 198.75 273.02 462.80
5 | Commission, Exchange & Brokerage 416.57 843.14 1,192.08 1,600.66
6 | Other Operating Income 59.33 274.11 345.75 596.19
7 | Total Operating Income 2,055.84 5,050.34 7,468.62 11,551.54
8 | Operating Expenses 491.01 1,098.06 1,646.37 2,262.57
9 | Salaries & Allowances 661.92 1,517.32 2,382.02 3,145.85
10 | Other Operating Expenses 1,152.93 2,615.38 4,028.39 5,408.42
11 | Operating Profit before provisions & taxes 902.91 2,434.96 3,440.23 6,143.12

SIBL SUBSIDIARIES

SIBL Securities Limited: SIBL Securities Limited, a wholly owned subsidiary of SIBL, was incorporated as a Public
Limited Company under the Companies Act, 1994 vide certification of incorporation no. C - 85876/10 dated 20 July
2010 and obtained its certificate of commencement of business on the same day. SIBL Securities Ltd. is corporate
TREC holder of Dhaka & Chittagong Stock Exchange Ltd. The company started its commercial operation in the
month of January 2012. The principal place of business is the Registered Office at 15 Dilkusha C/A, Dhaka-1000. The
principal objectives of the company for which it was established are to carry on the business as stockbroker and stock
dealer in relation to shares and securities transactions, other services related to the Capital Market and other activities
as mentioned in the Memorandum and Articles of Association of the company.

As on 31st December 2018, the company has made a profit after tax 18.15 million Taka as against Taka 107.74 million
in 2017. Total paid up capital of this company is Taka 1230 million.

SIBL Investment Limited: SIBL Investment Limited, a wholly owned subsidiary of SIBL, was incorporated as a Public
Limited Company under the Companies Act, 1994 vide certification of incorporation no. C - 86726/10 dated 30 August
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2010 and obtained its certificate of commencement of business on the same day. The principal place of business
is the Registered Office at 15 Dilkusha C/A, Dhaka-1000. The principal objectives of the company for which it was
established are to carry on the business in relation to shares and securities transactions, to underwrite, manage and
distribute the issue of stocks etc. and other services as mentioned in the Memorandum and Articles of Association of
the company. Total paid up capital of this company is Taka 250 million.

The Bank holds the major shares of the these two subsidiary companies as mentioned below-

Sl. No. Name of Subsidiary Companies % of holding of shares by the Bank
1. SIBL Securities Ltd. 99.99%
SIBL Investment Ltd. 99.99%
SEGMENT ANALYSIS - BUSINESS SEGMENT
(Figure in Million Tk.)
Off-shore SIBL SIBL
Particulars SIBL Banking Securities Investment Total
Unit Ltd. Ltd.
Income 11,228.71 322.82 146.22 0 11,697.75
Less: Inter-segmental Income - - - 0 -
Total Income 11,228.71 322.82 146.22 0 11,697.75
Operating profit (Profit before )
Unallocated expenses and tax) 11,228.78 322.82 146.22 0.07 11,697.75
[ Allocated expenses 5,403.82 4.73 62.13 -0.07 5,470.61
% Provision against loans and 2,294.83 0 48.71 0 2,343.54
& Profit / (loss) before tax 3,530.21 318.09 35.38 -0.07 3,883.61
@x Income tax including deferred tax 2,264.87 0 17.23 0 2,282.10
& Net profit 1,265.34 318.09 18.15 -0.07 1,601.51
9 Segment assets 302,250.51 2,399.29 2,503.21 249.85| 307,402.86
8 Segment liabilities 302,250.51 2,399.29 2,503.21 249.85| 307,402.86
05: Segment Analysis - Operating Revenue Segment Analysis - Profit/(Loss) before Tax
e 2
I T 8
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CONTRIBUTION TO THE NATIONAL EXCHEQUER

During the year under report, an amount of Taka 4,622.74 million was contributed to the national exchequer against

Taka 4,433.35 million in the year 2017.

(Figure in Million Tk.)

Particulars Year 2018 Year 2017
Corporate Income Tax 2,264.86 2,079.88
VAT Collection at Sources 282.27 316.63
Tax Collection at Source 1831.63 1,834.00
Excise Duty 243.98 202.84
Total 4,622.74 4,433.35

RISK MANAGEMENT

The risk management of the Bank covers a wide
spectrum of risk issues and the 6 (six) core risk areas
of banking i.e. investment risk, foreign exchange risk,
internal control & compliance risk, money laundering risk,
ICT risk and asset liability management risks. To ensure
sustainable and consistent growth, SIBL has developed
sound risk management policies and framework as per
Bangladesh Bank guidelines. The Board of Directors
of SIBL reviewed all the risk management policies and
frameworks regularly. A Risk Management Committee
(RMC) was formed to ensure proper and timely risk
management in every sphere of the bank. The Board
has been made responsible for identifying the risks and
formulation of appropriate strategies to control inherent
banking risks. The Committee submits decisions and
recommendations to the Board on quarterly basis
for further reviews and guidance in the interest of the
stakeholders. To streamline the risk management system
of the bank, a separate division called “Risk Management
Division” has been formed. The Division is staffed with
some brilliant and young professionals for consolidated
risk management. Besides that, a Management level
Risk Management Committee is actively working to
focus the entire risk management system of the bank.
We are much concerned about the business risk and its
proper management so that the risk and return could be
optimized. Our policy envisages that the management
would pay special attention to reduce the risk to an
acceptable level apart from prudent controls over the
Bank’s assets.

Risk is an integral part of financing business and thus
every financial institution is exposed to risk of different
types and magnitudes. So, the prime responsibility of
every financial institution is to manage its risk so that its
return from business can be maximized. As a prudent
and responsible financial institution, the bank attaches
top priority to ensuring safety and security of the finances
that are being extended. Risk Management for SIBL is
performed at various levels of the bank. By formulating
policy regarding profit rate, market, liquidity, currency,
operational as well as investment risk, SIBL manages its
business risks and aims to mitigate them.

Investment risk is one of the major risks faced by the
bank which arises from the potential of failure of a counter
party to perform according to contractual agreement
with the bank. The factors involved here may be the
unwillingness of the counterparty as well as adverse
economic condition. To address the risks, SIBL follows
a guideline on Investment Risk Management, which has
been prepared in the light of broad guidelines provided
by Bangladesh Bank for the banking industry. The
bank’s formulated investment policies in compliance with
regulatory requirement covers investment assessment,
collateral requirements, risk grading and reporting,
documentation and legal formalities and procedures
along with up to date clean CIB report of the client.

The bank has incorporated a segregation of duty among
the officers/ executives who are involved in investment
activities to mitigate the risk to an acceptable level. A
separate Corporate Division has been formed at Head
Office, which is entrusted with the duties of maintaining
effective relationship with the customer, marketing
of investment products, exploring new business
opportunities etc. Moreover, investment approval,
administration, monitoring and recovery function has
been segregated. For this three separate units have been
formed within the credit division namely Investment Risk
Management Division (IRMD), Investment Administration
Division (IAD) and Special Asset Management Division
(SAMD).

Bangladesh Bank defines operational risk as the risk
of loss resulting from inadequate or failed internal
processes, people and systems or from external events.
This operational risk also includes legal risks but not
strategic and reputational risks. This can also arise
from unexpected losses due to physical catastrophe,
technical failure and human error in the operation of a
bank, including fraud, failure of management, internal
process errors and unforeseeable external events.
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Internal control facilitates systematic and orderly flow of
various operational activities within the organization. To
confront operational risk, SIBL follows “Internal Control
and Compliance guidelines” which is approved by
Bangladesh Bank. To ensure that sound monitoring
systemis placed inside the organization, Audit committee
has been formed. Moreover, SIBL has introduced the
“Internal Control and Compliance Division (ICCD)”
at Head Office staffed with some experienced senior
Bankers rest with the power and duties to train the
employees of the bank, give direction, minor, audit and
establish control on day to day operational procedures
and statutory and non-statutory compliances.

Money laundering refers to a financial transaction
scheme that aims to conceal the identity, source, and
destination of illicitly obtained money. To fight with money
laundering SIBL has framed an appropriate Money
Laundering Prevention Policy Guideline so that it could
be sufficient to protect the bank from tribulations of money
laundering. Besides that, a central compliance unit has
been formed at Head Office in SIBL and a designated
person has been nominated to supply any information if
required as per Money Laundering Prevention Act 2002
and Money Laundering Prevention circulars. Chief Anti
Money Laundering Compliance Officer (CAMALCO)
has been designated at Head Office and Branch Anti
Money Laundering Compliance Officers (BAMALCO)
has been nominated at branches. The second man of
the ninety four branches of SIBL have been complying
the responsibility for their respective branches as
Branch Anti Money Laundering Compliance Officers
(BAMALCO) as per the direction of Bangladesh Bank.

Market risk refers to the risk of losses in on and off-
balance sheet positions arising from flactuations in
market prices. It arises due to change in different
market variables like profit (interest) rate, exchange
rate, availability of liquidity with the lenders/ depositors,
prices of securities in the stock exchange.

The risk arising from market risk factors such as interest
rates, foreign exchange rates, and equity prices have
been discussed below:

Investment profit rate risk is the potential impact on the
bank’s earnings and net asset values due to changes in
market interest rates. This can arise due to mismatches
between maturities of investment and funds, imbalance
between supply and demand of fund for investment etc.
Besides that, increase in profit rate results in subsequent
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adjustment on the deposit rates whereas the pricing of
investments cannot be done instantaneously giving rise
to such risk. Early repayment of investment, early deposit
encashment/withdrawals are additional factors of such
risk. The Asset Liability Committee (ALCO) of SIBL is the
primary body which looks after and monitors investment
profit rate structure. The committee also evaluates any
market risk that arises from the regulatory pressure thus
reducing the profit rate. Moreover, ALCO committee is
always watchful to adve