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®* Long-term liabilities as disclosed in Note# 24 to the financial statements include
customers’ security deposit of Tk. 2,085.91 crore as on 30 June 2020. The Head
Office of the Company maintains control ledgers with the information received from
zone offices. But during our audit at zone offices we could not check and confirm such
balances with the records of zone offices as the zone offices’ general ledgers were not
updated. Further, any list, address or any other particulars of the parties could not be
made available to us. As a result, we could not ensure by accuracy of the balances
from the records of the zone offices as well as sending balance confirmation letters to
the parties.

®* Required provision for pension fund of the eligible employees of the Company as on
30 June 2018 was Tk. 819.74 crore as per actuarial valuation done by M/s. Z Halim &
Associates. As on the said date the Company’s provision for the pension fund was
only Tk. 30.00 crore resulting in a shortfall of provision of Tk. 789.74 crore for the said
fund. The actuary firm, M/s. Z Halim & Associates recommended to make an annual
provision of Tk. 188.90 crore for next five years to make up the said deficit. In addition,
the required provision for the said fund for the year 2018-19 and 2019-20 has
increased by Tk. 59.62 crore and Tk. 59.55 core respectively. Further Tk. 51.58 crore
and Tk. 49.28 crore have been paid by the Company to the outgoing employees as
final settlement for the year 2018-19 and 2019-20 respectively. As such, the required
provision for pension fund as on 30 June 2020 has stood at Tk. 838.05 crore. But the
management of the Company on the ground of inadequacy of fund as well as
insufficient yearly profit decided to initially provide Tk. 188.90 crore in three years
commencing from 2018-19 and thereafter to review the provision amount for the
subsequent years against which the Company has made provision of Tk. 124 crore
only till 30 June 2020. A further provision of Tk. 24.84 crore for the year 2018-19 and
Tk. 24.00 crore for the year 2019-20 has been kept in the accounts. As a result, the
provision for pension fund has remained short by Tk. 736.08 crore in the accounts as
on 30 June 2020.

* Due to delay in payment of bills by the bulk customers (Power- PDB) the Company
calculates and charges penal interest on the bill amounts of the respective customers.
As such a total amount of Tk. 54.20 crore has been recognized as interest income up
to 30 June 2020 and included in Trade Receivables shown in Note# 11. On the other
hand, the Company accounted for meter rent and demand charges on its customer
namely, PDB for Tk. 74.61 crore up to the year 2019-20. Further, the Company
accounted for another income of Higher Heating Value (HHV) from its Private Power
customers amounting to Tk. 39.52 crore up to the year 2019-20. The Company has
been recognizing these income and receivables since the year 2002. Out of the said
aggregated amount of Tk. 168.33 crore, there is no realization till date. On a query we
came to know that the said customers are not interested to pay such penal interest as
well as meter rent, demand charges and high heating value which remain unrealized
for long. As a result, there is a substantial doubt as regards realization of the said
penal interest, meter rent and high heating value receivable which require full
provision in the accounts.
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Receivable from Encashment of FDR for Tk. 60.62 crore as disclosed in Note# 14
represents investment in Fixed Deposit Receipt (FDR) with Padma Bank Limited
(formerly known as “The Farmers Bank Limited”) and ICB Islamic Bank Limited.
Because of weak credit worthiness of the said banks there is a substantial doubt as
regards realization of the said investment which require full provision in the accounts.
But necessary provision in this regard has not been made in the accounts.

The carrying amount of inventories as shown in the statement of financial position as
on 30 June 2020 is Tk. 184.89 crore. But the accounting policies of the Company state
that inventories are valued at cost which is a non-compliance with International
Accounting Standard (IAS) 2: Inventories. IAS 2 requires valuation of inventories at
the lower of cost and net realizable value. Physical verification of inventories done at
30 June 2013 identified dead stock worth Tk. 10.44 crore and obsolete stock worth Tk.
3.33 crore by the inventory committee at that time. But the Company did not make any
adjustment in the accounts for the said items. Further, the Company conducted physical
verification of inventories as on 30 June 2019. It identified huge quantities of dead and
obsolete items but could not determine the value of such inventories. As a result, the
value of inventories as on 30 June 2020 may include huge quantities of dead and
obsolete items which could not be quantified thereof due to lack of information. Thus
the carrying amount of inventories of the Company as on 30 June 2020 appears to be
overstated.

As disclosed in Note no. 31 to the financial statements, the company has reported
cost of sales at Tk. 15,877.46 crore against purchase of 15,416,777,365 CM gas from
different gas supplying companies for the year ended 30 June 2020. This purchase
volume of gas has been determined by adding allowable system loss (@2% on gas
volume received from the supplying companies through its own pipelines and 2.25%
on the gas volume received via pipelines of Gas Transmission Company Limited) on
the volume/quantities of gas sold by the Company to its customers during the year.
Our examination of records, papers and correspondences with the supplying and
transmitting companies regarding supply of gas to TGTDCL during the year under
audit reveals that the supplying companies had supplied 2,139,913,063 CM more gas
to TGTDCL than the recorded and reported quantities. This difference of gas volume
(beyond the allowable system loss) is about 13.88% more than the reported volume
of purchase. The actual excess system loss for previous year was 3.72% and the
average for last five years was 0.95%. The Company had received around 88.19% of
gas it had sold during the year through the pipeline of GTCL. But there are no measurement
tools at the supplying and receiving points for gas transmitted by GTCL to TGTDCL.
The management of the Company informed that GTCL has calculated the supply
volume of gas based on their assumption as they do not have accurate metering
system at their transmitting points and they did not consider the loss of gas due to
leakage, their own usages, gas purging, etc. at the time of transmitting by them. Being
the said excess system loss for the year 2019-20 abnormal the Company has
referred this disputed matter to Bangladesh QOil, Gas and Minerals Corporation
(Petrobangla), the parent company of TGTDCL and all other gas supplying and
transmitting companies, for settlement and as such a committee comprising members
from all the supplying and transmitting companies including TGTDCL has been
formed by Petrobangla. The Committee has, reportedly, been working on the
disputed issue and the outcome of the settlement is yet to be known. The value of
the said excess gas volume has been estimated at Tk. 2,154.27 crore but the gas
supplying companies have not yet raised any invoices except for Tk. 103.33 crore

AT SO 70, QS A (14 FP |



Annual Report 2019-20

claimed by GTCL. We could not determine the actual volume and value of excess loss of
gas by the Company due to lack of reliable information. However, the Company has
provided an amount of Tk. 491.05 crore against the above said disputed volume of gas
which is 3% more than the allowable system loss. Furthermore, in determining deferred
tax assets/liabilities this provision for disputed value of gas has not been considered.

As per subsidiary loan agreement (SLA) between the Government of the Republic of
Bangladesh and Titas Gas Transmission and Distribution Company Limited (TGTDCL),
the Company has received Tk. 27.42 crore as equity and recognized it as share money
deposit. As per Gazette Notification No. 146/GdAiiim/ckt/cBicb/2020/01 dated 02 March
2020 by Financial Reporting Council (FRC), the capital received as share money deposit
or whatever the name which is included in the Equity part of any company that cannot be
refunded and the said amount shall be converted into share capital within 06 (six) months
from the date of such receipt. Further, such share money deposit shall be considered in
calculation of Earnings per share. However, the outstanding amount of such share money
deposit stands at Tk. 178.49 crore as at 30 June 2020. But the Company has not convert-
ed this Share Money Deposit into the share capital of the Company as per the instruction
given by FRC. Further, the Company refunded Tk. 0.14 crore in account of share money
deposit after issuance of such letter from FRC for the year ended 30 June 2020.

As per letter no. 07.01.0000.02.02.55.2015/270 dated 17 August 2015 of the Finance
Division of Ministry of Finance regarding approval of incentive bonus, the subsidiaries
along with Bangladesh Oil, Gas and Mineral Corporation (Petrobangla) shall take prior
approval from the Finance Division of Ministry of Finance before distributing any incentive
bonus to their employees. The Company has distributed a total of Tk. 61.50 crore as
advance against incentive bonus to its employees for the years from 2014-15 to 2019-20.
Out of the said amount Tk.11.89 crore has been distributed to the employees during the
year under audit. Further, Tk. 17.22 crore has been adjusted against the said advance at
the time of final settlement of the outgoing employees from the year 2014-15 to 2019-20.
As a result, the outstanding amount of Advances against incentive bonus stands at Tk.
44.28 as on 30 June 2020. But no approval has been taken from the Finance Division of
Ministry of Finance for payment of incentive bonus or advance against the same for the
years from 2014-15 to 2019-20.

Emphasis of Matter
We draw attention to the fact as disclosed in:

Note# 8 and 46 to the financial statements, which describes that the Company issued loan
to Gas Transmission Company Limited (GTCL) and Bangladesh Petroleum Exploration
and Production Company Limited (BAPEX) amounting to Tk. 1,079.97 crore and Tk.
113.75 crore respectively. These two companies are related parties to TGTDCL. Some of
the Directors of TGTDCL are also the Directors of these two companies. But as per BSEC
Order No. SEC/CMMRRCD/2006-159/Admin/02-10 dated 10 September 2006, loan to
such companies could not be given without approval of the shareholders in general meeting.
The Company did not get approval from AGM for giving such loan. However, the Company
had to give those loans to GTCL and BAPEX as per decisions of the government to
implement various energy projects of those companies/government under the approval of
ECNEC and Ministry of Power, Energy and Mineral Resources of the Government of
Bangladesh.
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Note# 28 to the financial statements, which describes that NBR claimed Tk. 4,168.65
crore from TGTDCL on account of income tax liabilities on net income of the Company for
the years from AY 2009-10 to AY 2019-20 against which the Company has kept a total
provision for Tk. 2,748.36 crore only till 30 June 2020. However, the Company filed to the
competent authorities against the demand of the NBR and outcomes of the appeals are
yet to be known.
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50 Natural gas is not inexhaustible, stop wasting natural gas.
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Reserve of natural gas is limited, ensure its proper utilization. 51
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52 Don't keep on burning natural gas for nothing, conserve it for next generation.
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Natural gas is an indigenous national resource, combat its wastage. 53 6



