Employees were being well trained to provide smart and efficient services to enhance the Brand Image
further, where focus on customers, quality services to the customers and customers’ right are prime
concern. It was one of the major objectives of BDBL to make it different from others in respect of
economic, commercial and social services.

PERFORMANCE AND BUSINESS ACHIEVEMENT IN 2012

The Banking Business of BDBL encompassed mainly deposit, loans and advances, export, import, remittance,

investment, non-funded facilities along with recovery of regular and Non-Performing Loans (NPLs).

RECOVERY OF LOANS AND ADVANCES

For 2012, BDBL set a loan recovery target of TK. 258.29 crore from portfolio investment and TK. 52.31
crore from written-off projects. Against this, TK. 205.96 crore was recovered from portfolio investment,
representing 80 percent of the target achieved. At the same time, TK. 69.60 crore was recovered from

written-off loan, showing 133 percent of achievement of the target.

CLASSIFIED AND WRITTEN-OFF LOANS

The large number of classified loans and written-off projects received from former BSB and BSRS was
a huge burden on BDBL. Throughout 2012, the Board of Directors along with Bank’s top Management
maintained both pressure and vigilance for bringing down the level of classified loans and accelerating
recovery from written-off projects through vigorous efforts. Unfortunately, such efforts did not yield the
desired results, especially the percentage of classified loans (excluding staff loans) rose and turned into

about 43 percent.

However, the Bank Management was endeavoring hard to minimize the existing classified loans by way
of new injection of quality loans, cash recovery and regularization through rescheduling. The written-off
loan which totaled to Tk. 2387.23 crore in December, 2010 was brought down to Tk. 1968.57 crore at the

year-end of 2012 through recovery , registering about 18 percent reduction from the previous amount.

CAPITAL MANAGEMENT PLAN & CAPITAL ADEQUACY RATIO

To cope with the international best practices and to make the Bank’s capital more risk sensitive, Bangladesh
Bank issued Basel-IT guidelines for all scheduled banks on ‘*Risk Based Capital Adequacy (RBCA)™" to
report their capital requirement which came fully into effect since January 01, 2010 with its subsequent

supplements / revision replacing the previous rules under Basel-L.

As on December 31, 2012, the Bank’s Capital Adequacy Ratio (Basel-II) stood at 27.26 percent (core

capital 18.01 percent and supplementary capital 9.25 percent) as against 10 percent of total Risk Weighted
Assets, which indicates Bank’s strong capital base.
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Comparative picture of Risk Weighted Assets, Minimum Capital Requirement and the Capital Adequacy

Ratio and Capital Surplus of BDBL for 2011 and 2012 were mentioned below :

(TK. in crore)

Particulars 2012 | 2011
Total Risk Weighted Assets 4069.37 1 3564.71
| Tier I 733.05 | 65685 |
| Tier II 376.40 37330 |
Total Capital 1109.45 103035 |
Minimum Capital Requirement* 406.94 400.00
Tier I Capital Adequacy Ratio 18.07% 18.71%
Tier 1l Capital Adequacy Ratio 9.28% 10.47%
Capital Adequacy Ratio 27.35% 29.18%
Capital Surplus 702.51 630.15

*MCR = 10% of RWA or Tk. 400.00 crore whichever is higher

PROVISION FOR CLASSIFIED LOAN

In accordance with Bangladesh Bank’s policy, classification of a loan is made on the basis of its quality,
performance and risk involved in its recovery. A provision has to be made against this loan on a particular

date for protecting the interest of shareholders and depositors. In 2012, the Bank had to make provisions for
classified loan to the tune of Tk. 205.21 crore.

FINANCIAL PERFORMANCE OF THE BANK IN 2012

In the midst of so many challenges and risks, the Bank directed its business activities. Despite the facts, the
Bank carned operating profit Tk. 102.80 crore in 2012, which was Tk. 86.11 crore in 2011, indicating a rise
of 19.38 percent over the previous year.

The targeted and actual financial performance of the Bank during 2012 was shown below in summarized

form :

(Tk. in crore)

SL Particulars Target Actual Target Achieved
No. December, 2012 | December, 2012
|. | Net Interest Income (NII) | 95.56 87.98 92%
' 2. | Investment Income 49.55 | 47.23 95%
| 3. | Non Funded Income 64.26 53.96 84%
4. | Recovery of NPL in Cash 40.32 13.29 | 33%
5. | Total Operating Income 273.97 189.17 69%
6. | Total Operating Expenditure | 158.97 86.37 54%
7. | Net Profit Before Tax (5-6) | 115.00 102.80 89%
' 8. | Total Provision 10.00 - -
l 9. | Net Profit Before Tax and 105.00 102.80 98%
l Provision |




Since the Profit After Tax (PAT) increased by 22 percent to Tk. 15.10 crore during 2012, some of the ratios
( including RoE and RoA ) changed accordingly. The major financial ratios during 2011 & 2012 were

depicted below :

SL. Particulars Year Year
No. 2012 2011
1. | Return on Equity 6.54% 4.61%
2. | Return on Assets 2.56% 2.38%
3. | Return on Investment 14.62% 12.82%
4. | Cost to Income Ratio 59.21% 54.92%
5. | Net Operating Income to Total Assets 3.14% 2.98%

6. | Capital Adequacy Ratio 27.26% 28.90%
7. | Earning Per Share (In Tk.) 20.92 17.15

APPROPRIATION OF PROFIT

During the year 2012, Net Profit After Tax ( PAT ) stood at Tk. 83.70 crore, which was appropriated in the

following ways , leaving a retained surplus of Tk. 0.14 crore :

CONTRIBUTION TO THE NATIONAL EXCHEQUER

(TKk. in crore)

Sl No. Particulars Amount
1. | Statutory Reserves 20.56
2. | General Reserves 55.50
3. | Building Fund -
4. | Dividend to the Government 7.50
5. | Retained Surplus 0.14
Total 83.70 |

Bangladesh Development Bank Ltd. pays income taxes regularly on its income. It also deducts income tax,
value added tax and excise duty at source as per law for various payments and services. It deposits the same
to the National Exchequer. BDBL pays tax on behalf of its employees. Total payments to the National

Exchequer during 2011 and 2012 are shown below :

(TK. in crore)

Particulars 2012 2011

Payment of advance Income Tax 20.27 15.06
Employees income tax paid by the Bank 0.68 0.81
Tax deducted at source and deposited 2.79 1.00
VAT deducted at source and deposited 1.10 1.51
Excise duty deducted and deposited 0.23 0.18
Total 25.07 18.56
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CONTRIBUTION TO THE NATIONAL ECONOMY

The Bank plays an important role in the development of urban and rural economy. At present, it has got
26 Branches across the country. The Bank operates many Branches in different districts to provide the
banking services to the people, though operations of those Branches are not financially viable to the
Bank. It also plays an important role in reducing unemployment problem by way of participating in
different employment generation activities. At the end of 2012, the total number of employees of BDBL
stood at 857 of which 603 were officers and 254 were staff members. Since its beginning, the Bank has
been highly active in providing industrial loan as well loan for commercial banking business operations
to accelerate industrial development of the country. The Bank also created employment generation
opportunities by providing loans to different industrial ventures along with production of goods and
services in the country.

DIVIDEND DECLARATION

In light of the proposed appropriation of profit for the year 2012, the Bank’s Board of Directors have
been pleased to recommend Tk. 7.50 crore as cash dividend (1.88 percent of paid up capital) to be paid
to the Government in a consistent manner as before subject to the approval in the forthcoming 3rd
Annual General Meeting of the Shareholders.

APPOINTMENT OF AUDITORS

In terms of Article 157 of the Articles of Association, the Company at each Annual General Meeting
shall appoint an Auditor or Auditors who will be responsible as Auditors until the next Annual General
Meeting. The existing Auditors ACNABIN and HODA VASI CHOWDHURY & CO.. Chartered
Accountants completed audit of Accounts for 2012 as third year of their audit and as per Bangladesh
Bank’s BRPD circular no. 12, dated July 11, 2001, they are not eligible for re-appointment. Some other
firms have expressed their willingness to be appointed as auditors for the year 2013. The auditors will be
appointed and their remuneration be fixed for the year 2013 in this Annual General Meeting.

OUTLOOK 2013

Considering the macro economic and global economic scenario, ongoing liquidity pressure and rising interest
rate in the market along with monetary policy stance, the Bank in 2013 will continue to strengthen its growth
and brand image by expanding business activities, particularly in the area of SME and agro-based industries,
trade finance, import and export business, foreign remittance and retail banking.

Keeping in view the Bank’s Goals, targeted growth in the Annual Budget has been determined for deposit,
loans and advances specially loan for SMEs and Green Banking , import-export business including other
activities.

The targeted growth will be supported by introduction of a number of new products and services
particularly in SME, retail banking, import-export business along with expansion of new Branches and
up gradation of IT and online banking system to provide quality and faster services to the customers.
Human resource will also be strengthened to improve operational efficiency and productivity.

In order to support sustainable long-term growth and profitability and for the benefit of all stakeholders, the
Bank will continue to adhere to good corporate governance practices, sound risk management policies and
prudent credit policies and practices. The Bank looks forward to greater success in enhancing shareholders’

value in 2013.
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