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Basis for Qualified Opinion

a.

i) Due to delay in payment of bills by the bulk customers, the Company calculates and charges penal interest on
the billamounts of the respective customers. As such, the total amount of Tk. 194.65 crore has been recognized
as interest income, except for interest income from Electricity Generation Company of Bangladesh Limited
(EGCBL), up to 30 June 2025 and included in Trade Receivables shown in Note # 11 to the financial statements.
On the other hand, the Company recognized operational income for meter rent/service charge and demand
charge from Bangladesh Power Development Board (BPDB) amounting to Tk. 275.64 crore up to 30 June 2025.
The Company has been recognizing these income as well as receivables from meter rent/service charge since
the year 2002 and demand charge since the year 2019. Out of the said aggregated amount of Tk. 470.29 crore,
there is no realization till date. On a query we came to know from the management that the said customers
are not interested to pay such penal interest as well as meter rent/service charge and demand charge, which
remains unrealized since long. As a result, there is a substantial doubt as regards the realization of the said
operational income, which requires full provision in the financial statements of the Company.

ii) Note # 11 to the financial statements reveals that the Company recognized Trade receivables from EGCBL
amounting to Tk. 2,944.76 crore and Meghna Sugar Refinery Limited (MSRL) amounting to Tk. 90.81 crore
up to 30 June 2025. As alternative audit procedures, we sent direct balance confirmation letters to the said
companies to confirm the accuracy and completeness of the said amounts, and in response to our confirmation
letters, EGCBL stated the balance as per their record is Tk. 2,841.92 crore in respect of payables for Higher
Heating Value (HHV) factor adjustment, demand charge and penal interest on delayed bills, resulting in a
difference of Tk. 102.84 crore and MSRL stated the balance as per their record is Tk. 24.50 crore in respect of
Trade payables for monthly gas bill and penal interest, resulting in a difference of Tk. 66.31 crore, up to 30 June
2025. Consequently, the total shortfall of receivable from those two companies to a tune of Tk. 169.15 crore.
The Company could not provide any reconciliation for the difference of receivable amount with those two
companies. On a query we came to know from the management that the said customers are not interested
in paying such amounts which have been arisen on account of penal interest, meter rent/service charge,
demand charge, etc. and remain unrealized since inception. As a result, there is a substantial doubt as regards
the realization of the said amounts, which requires full provision in the financial statements of the Company.
However, the Company filed legal case to the competent authority against the said receivable from MSRL and
as informed by the management the outcome of the appeal is in favor of the Company.

i) Non-current liabilities as disclosed in Note # 26 to the financial statements of the Company include customers’
security deposit amounting to Tk. 3,621.88 crore as at 30 June 2025. The Head Office of the Company maintains
control ledgers based on information received from books maintained by the Zone offices. During our audit at
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Zone offices, the Company could not provide us with the detailed list, addresses, and other relevant particulars
of the customers foran amount of Tk. 54.16 crore. As a result, we could not perform alternative audit procedures
by sending direct balance confirmation letters to the customers concerned and confirm the accuracy and
completeness of the said amount as well as existence of the repetitive customers. However, the management
has informed us that initially such recording gap was for Tk. 930.39 crore and assured us that the records of
Zone offices will be updated within the year 2025-2026, so that there remains no difference between the books
of Head Office and the Zone offices.

ii) As per Section 3.5 of the Gas Marketing Rules, 2014, the Company is required to collect security deposit from
different categories of customers in respect of gas sales based on approved monthly load, and issue demand
notice and collect security deposit from the customers when the existing gas tariff increases by the notifications
of Bangladesh Energy Regulatory Commission (BERC) from time to time. But the Company has not yet met the
said regulatory requirement as at 30 June 2025. The Company is also required to collect security deposit from
industrial, seasonal, captive power and feed gas for CNG customers in the form of both cash (demand draft/
pay order) and non-cash (bank guarantee or lien of FDR/Sanchaypatra/Savings Certificate issued by scheduled
bank) items.

The carrying amount of inventories as disclosed in Note # 10 to the financial statements of the Company as at
30 June 2025 is Tk. 454.25 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
by the inventory committee as at 30 June 2013 identified dead stock worth Tk. 10.44 crore and obsolete stock
worth Tk. 3.33 crore at that time, but no accounting adjustments in this respect was made in the financial
statements. Thereafter, the Company has not conducted any further physical verification of inventories till 30
June 2025. As alternative audit procedures, we conducted physical verification of inventories of the Company
as at 30 June 2025 and identified dead stock worth Tk. 31.37 crore and obsolete stock worth Tk. 4.62 crore. As a
result, the carrying amount of inventories of the Company as at 30 June 2025 included huge quantities of dead
stock and obsolete stock, and appears to be overstated by Tk. 35.99 crore.

i) Required provision for pension fund as past service liability for eligible employees of the Company was Tk.
1,092.60 crore whereas the total assets of the fund was Tk. 92.00 crore as at 30 June 2020 as per actuarial
valuation done by M/s. AIR Consulting Limited, which resulted in a shortfall of provision for pension fund for
Tk. 1,000.60 crore as per IAS 19: Employee Benefits. As per the said report, the provision shortfall should have
been fully covered as at 30 June 2025 with a 5-year plan. But as on the said date the Company made provision
for pension fund as disclosed in Note # 24.1 to the financial statements is only Tk. 360.54 crore, resulting in a
shortfall of provision for Tk. 732.06 crore for the said fund. Though the Company as per decision taken by the
Board of Directors has been maintaining provision for pension fund for Tk. 100.08 crore every year, but still the
Company has shortfall of provision for pension fund as per the actuary valuation report.

The exact amount of shortfall in provision for pension fund could not be known as the Company performed
the above said actuarial valuation for its pension fund as at 30 June 2020 with a 5-year plan which has already
expired on 30 June 2025, and re-estimation gap to date pension fund obligation as per Para 57 of IAS 19:
Employee Benefits is to be done yet by the Company.

ii) Retirement benefit obligations of the Company as disclosed in Note # 24 to the financial statements
include Pension Fund of Tk. 360.54 crore, Gratuity Fund of Tk. 0.61 crore and General Provident Fund of
Tk. 109.76 crore as at 30 June 2025. IAS 19: Employee Benefits stated that assets and liabilities of funds should
not be recognized in the Company’s financial statements if they are controlled by the trustees and not the
Company. As the said funds are funded liability in nature due to having separate board of trustees as well as
bank accounts, these funds should not be recognized as the Company’s liability in the financial statements.
Hence, the assets and liabilities of the Company have been overstated by same extent as at 30 June 2025.
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As per Subsidiary Loan Agreement (SLA) between the Ministry of Finance under the Government of the
People’s Republic of Bangladesh and Titas Gas Transmission and Distribution PLC. (TGTDPLC), the Company has
received Tk. 351.62 crore as equity and recognized it as Share Money Deposit as disclosed in Note # 17 to the
financial statements. As per Gazette Notification No. S8/ QTG 17/2*/s/&Ta?«/20%0/0d dated 02 March
2020 issued by the Financial Reporting Council (FRC), the capital received as Share Money Deposit or whatever
the name which is included as a part of Equity of any company that cannot be refunded and the 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 (EPS). However, the outstanding amount of
such Share Money Deposit which was not converted into share capital and considered in the calculation of
EPS of the Company as per the instruction given by FRC stands at Tk. 351.62 crore as at 30 June 2025.Thus, Net
Asset Value (NAV) Per Share, Earnings Per Share (EPS) and Net Operating Cash Flow Per Share (NOCFPS) have
been overstated as at 30 June 2025.

As per Note # 49 to the financial statements, the Company’s net related party transactions is amounted to
Tk. 2,686.11 crore during the year 2024-25 according to IAS 24: Related Party Disclosures. As alternative audit
procedures, we sent direct balance confirmation letters to the said related parties/inter-companies to confirm
the accuracy and completeness of the said amounts, but they, except for Gas Transmission Company Limited
(GTCL), did not send any response to our confirmation letters. However, in response to our confirmation letter,
GTCL confirmed the receivable amount in respect of gas wheeling/transmission charge and current account
balance from TGTDPLC as per their records of Tk. 982.67 crore against the recorded balance by TGTDPLC of
Tk. 695.43 crore. As such, there exists a difference of Tk. 287.24 crore between the records maintained by these
two companies. As such, it casts a substantial doubt as regards related party transactions and balances as
reported in the financial statements accurately as on 30 June 2025.

Emphasis of Matters

Without modifying our opinion, we draw attention to the following facts as disclosed in-

Provision for Income Tax as disclosed in Note # 30 to the financial statements represents that the National
Board of Revenue (NBR) claimed Tk. 5,054.04 crore from the Company on account of income tax liabilities on
net income for the assessment years from 2015-16 to 2024-25 in respect of which the Company has kept a
total provision for Tk. 2,194.46 crore only up to 30 June 2025. However, the Company filed to the competent
authorities against the demand of NBR and outcomes of the appeals are yet to be known.

Cost of sales of the Company amounting to Tk. 35,407.77 crore for the year ended 30 June 2025 as disclosed in
Note # 34 to the financial statements include net system loss of Tk. 2,421.76 crore, a huge increase of 34% from
the previous financial year, after deducted the allowable system loss of 2%. The system loss arose due to the
difference of volume/quantities of gas received by the Company through its own pipelines and pipelines of
GTCL and volume/quantities of gas sold by the Company to its customers during the year. Note # 34 disclosed
that the Company received 15,154 MMCM from the gas supplying and transmitting companies including own
transmission pipelines and sold 13,718 MMCM to its customers during the year. On a query we came to know
from the management that the system loss incurred due to illegal gas connections, loss from old/corroded
distribution lines, loss from the damage of pipelines caused by underground work of various government/
non-government organizations, loss out of lack of information regarding actual gas use in non-metered/flat
rate (fixed billing) domestic customers, gas measurement error caused by the difference in measuring system
in gas intake point and customers’ metering stations, and loss from leakage in the house line of non-metered
domestic customers.

Receivable from Fixed Deposit Receipts (FDRs) of Tk. 111.29 crore as disclosed in Note # 14 to the financial
statements includes investments with Padma Bank PLC, Bangladesh Commerce Bank PLC, First Security Islami
Bank PLC and Global Islami Bank PLC those are matured since long but there is substantial doubt as regards to
the realization of the said investments which require full provision/loss allowance for expected credit losses
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as per IFRS 9: Financial Instruments in the financial statements of the Company. But necessary provision/loss
allowance for expected credit losses in this regard has not been made by the Company as at 30 June 2025.

The IT systems of the Company have several control weaknesses that include the absence of a Board approved
IT policy, outdated software modules with incomplete audit trail configurations and lack of a Delegation of
Authority (DOA) matrix in the accounting software. Security concerns also exist as the Oracle 12c database
has reached End of Life (EOL) status and there is no centralized log management solution (SIEM/SOC) for
monitoring security events. The ICT Department of the Company lacks a separate IT asset register and proper
segregation of duties between IT and operational functions. Additionally, no IT Disaster Recovery (DR) drill has
been conducted and there is insufficient cybersecurity training among the human resources of the Company.
These IT control weaknesses may cause lack of completeness, accuracy, and security of financial information
processed through the Company's systems.
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Titas Gas Transmission and Distribution PLC
Comparative Significant Financial Information

As on 30 June 2025

Particulars 2020-2021 2021-2022 2022-2023 2023-2024 2024-2025
Key financial figures
1. Authorized Capital 2,000.00 2,000.00 2,000.00 2,000.00 2,000.00
2. Paid up capital 989.22 989.22 989.22 989.22 989.22
3. Deposit for share 205.79 257.98 282.75 351.62 351.62
4., Capital Reserve 80.96 81.01 81.04 80.91 80.88
5. Retained earnings 5,907.87 6,008.26 5,744.20 4,950.66 4,157.29
6. Long term loan 322.68 390.07 404.93 479.05 450.90
7. Other long term liabilities 2,633.61 3,003.60 3,390.19 4,496.38 4,775.73
8. Current liabilities 7,919.81 7,956.45 13,700.11 20,384.88 | 24,064.70
(95 tpégie,rg; g:;ﬁ;ﬁi‘gﬁ)me”t 979.19 977.52 95836 | 4,829.06 | 560042
10. Capital Work in progress 529.03 690.41 71743 911.75 10.91
11. Investments 2,380.87 3,311.29 3,609.32 4,028.19 4,136.37
12. Inter-Company Loan 1,123.25 998.47 910.21 988.45 997.51
13. Loan to Employees 314.88 289.31 336.08 340.30 351.96
14. Current assets 12,732.79 12,419.59 18,061.05 23,971.56 27,109.76
15. Net profit before tax 433.15 386.86 (177.90) 128.15 (66.89)
16. Net profit after tax 34598 318.02 (165.14) (744.08) (772.04)
17. Financial ratios & others:
a. Current ratio 1.61:1 1.56:1 1.32:1 1.18:1 1.13:1
b. Liquidity ratio 1.01:1 0.92:1 0.90:1 0.84:1 0.81:1
c. Return on Fixed Assets (%) 34.57 32.63 (16.77) (26) (14.70)
d. Debt equity ratio 04:96 05:95 05:95 05:95 05:95
e. Debt service ratio 35.27:1 30.11:1 (1.94)1 (18.5):1 (16.53):1
f. Return on capital employed (%) 4.61 4.12 (2.20) (7.30) (5.46)
g. Earnings Per Share (Taka) 3.50 3.21 (1.67) (7.52) (7.80)
h. Dividend:

Cash (%) 22% 10% 5% 5% 2%

Stock (%) - - - - -
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