
Notes to the Financial Statements for the year ended 31 December 2009
1.        Status of the Bank
1.1 Dutch-Bangla Bank Limited (the Bank) is a scheduled commercial bank set up as a joint venture 

between Bangladesh and The Netherlands. Incorporated as a public limited company under the 
Companies Act 1994, the Bank obtained licence from Bangladesh Bank on 23 July 1995 and started 
its banking business with one branch on 3 June 1996.The number of branches was 79 as on 31 
December 2009 all over Bangladesh. The Bank is listed with Dhaka Stock Exchange and Chittagong 
Stock Exchange as a publicly quoted company.

1.2 Nature of  business
The principal activities of the Bank are to carry on all kinds of commercial banking 

business in Bangladesh.

2. Significant accounting policies and bases of preparation of financial statements
2.1 Basis of accounting

The financial statements of the Bank  have been prepared under historical cost convention except 
investments which are measured at present value and in accordance with "First Schedule" of the 
Bank Companies Act, 1991 as amended under sub-section 38(4) of the Act, relevant  Bangladesh 
Bank Circulars, International Accounting  Standards (IAS) and International Financial Reporting 
Standards (IFRS) adopted by the Institute of Chartered Accountants of Bangladesh (ICAB) and 
named as  Bangladesh Accounting Standards (BAS) and Bangladesh Financial Reporting Standards 
(BFRS), the Companies Act, 1994, the Securities and Exchange Rules, 1987 and other rules and 
regulations applicable in Bangladesh. 

2.2 Consolidation
The financial statements of the Bank have been prepared on the basis of the consolidated 
statements of affairs and income and expenditure account of all branches and head office .  

2.3 Functional and presentation currency
These financial statements are presented in Taka, which is the Bank's functional currency. Figures 
appearing in these financial statements have been rounded off to the nearest Taka. 

2.4 Use of estimates and judgements

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

2.5 Foreign currency transactions

Foreign currency transactions are converted into Taka using the  exchange rates prevailing  on the 
dates of respective transactions. In terms of instructions contained in Bangladesh Bank's Letter No. 
BRPD(R)717/2004-959 dated 21 November 2004, foreign currency assets and liabilities are translated 
into Taka at the weighted average rate as determined by Bangladesh Bank . Gains and losses arising 
from foreign currency transactions are credited/charged to profit and loss account.



2.6 Taxation
As per provisions of Bangladesh Accounting Standard (BAS) 12, 'Income Taxes', provision for 
income taxes has been made as under:

2.6.1 Current tax 

Provision for current income tax has been made @ 42.50% on taxable profit as per Income Tax 
Ordinance, 1984.         
 

2.6.2 Deferred tax

Deferred tax is accounted for all temporary timing differences arising between the tax base of assets 
and liabilities and their carrying value for financial reporting purpose. Tax rate prevailing at the 
balance sheet date is used to determine deferred tax.

2.7 Bases for  valuation of assets

2.7.1 Loans and advances 
a)   Loans and advances are stated at gross amount.  Provision and interest suspense against loans 
and advances are shown separately as other liability. Interest income is accounted for on accrual 
basis until the loans and advances are defined as Special Mention Account (SMA) or classified 
accounts as per Bangladesh Bank guidelines.
Interest on Special Mention Account (SMA) and classified loans (other than bad/loss loans) are 
credited to interest suspense account instead of income account. Such interest kept in suspense 
account is reversed to income account only when respective loan accounts are regularized and /or 
realized in cash.
As per Bangladesh Bank directives, interest on loans and advances classified as bad/loss is not 
accounted for. A separate memorandum record is maintained for such interest on bad/loss loans.
b)  Provision for loans and advances is made on the basis of the year-end review by the 
management of the Bank in line with the instructions contained in BRPD Circular No. 05 dated 05 
June 2006 and BRPD Circular No. 05, dated 29 April 2008  issued by Bangladesh Bank  on the 
following basis:



Specific provision
Specific provision for classified loans and advances has been maintained @ 20% to 100% as 
prescribed by Bangladesh Bank.
General provision
General provision for consumer financing, short term agricultural credit and special mention account 
has been maintained @ 2% to 5%.
General provision for all unclassified loans and advances and small & medium enterprise financing 
(other than loans under consumer financing, short term agricultural credit, special mention account 
and staff loans) has been maintained @ 1%.

c) Loans and advances are written-off  in line with  Bangladesh Bank's  BRPD Circular No. 02 
dated 13 January 2003 and DOS Circular No. 01 dated 29 December 2004, when prospect 
of recovery of such loans and advances become non-existent. However, such write-off does 
not reduce the claim against the borrower. Detailed records for all write-off accounts are 
separately maintained  by the Bank to continue the recovery efforts.

2.7.2 Lease finance
The bank as lessor
Investments under lease operation of the Bank has been accounted for as finance lease as defined 
by Bangladesh Accounting Standard (BAS)  17, ' Leases' because assets leased to customers 
substantially  transfers   all the risks and rewards incident to its ownership to the customers.
The aggregate lease receivables including un-guaranteed residual value throughout the lease term 
are stated as gross lease receivables while the excess of gross lease receivables over the total 
acquisition cost including interest during the period of acquiring the lease equipment constitutes the 
unearned lease income.
Initial direct costs in respect of leases are expensed  in the year in which the costs are incurred. 
Unearned lease income is transferred to income  yielding a constant rate of return over the period 
of lease. 

2.7.3 Investments
a)  Investments have been accounted for as follows:

Particulars      Valuation method
Government treasury bills      Present value    
Government treasury bonds      Present value    
ICB's debenture      At redemption value    
Prize bond      Cost price    
Shares:          
  Quoted     Cost or market price whichever is lower    
  Unquoted     Cost or Book value as per  last audited accounts whichever is



b)  The investment in government securities (Treasury bills and bonds) are classified into Held to 
Maturity (HTM) and Held for Trading (HFT) as per Bangladesh Bank's  guidelines contained in 
DOS Circular Letter No. 05 dated 26 May 2008 and DOS Circular Letter No. 05 dated 28 January 
2009. Reclassification of HTM securities into HFT securities are also done in compliance with 
Bangladesh Bank's guidelines.

The government securities under 'Held to Maturity (HTM)' category are valued at present value at 
amortized cost at the end of the year. The Held to Maturity securities are amortized to ensure a 
constant yield over the remaining period of maturity of the securities. The resulting gains / (losses) 
are credited to revaluation reserve account and shown in the equity.

The government securities under 'Held for Trading (HFT)'  category are valued at present value on 
the basis of marking to market method. The resulting gains / (losses) are transferred to other 
reserve account. The gains / (losses) arising on maturity or sale of such securities are credited to 
income.

2.7.4 Fixed assets
a) All fixed assets are stated at cost or revalued amount less accumulated depreciation.
b)  Depreciation is charged  at the following annual rates on a straight line method on all fixed 
assets except land. For purchase of fixed assets during the year, depreciation is charged from the 
month of purchase. In case of disposal, depreciation is charged up to the date of disposal.

Furniture and fixtures       10.00%  
Computer equipment and software       20.00%  
Other machinery and equipment       15.00%  
Motor vehicles       20.00%  
Interior decoration       15.00%  
Building       2.50%  
ATM booth       10.00%  
Books       10.00%  

c) As at 31 December 2007, all immovable properties of the Bank including land, building and 
ready made floor spaces were revalued by a professionally qualified valuation firm. 
Accordingly, revaluation surplus is included in fixed assets and equity.

2.8 Off-balance sheet exposures
In compliance with the instruction contained in BRPD Circular No. 10 dated 18 September 2007 
issued by Bangladesh Bank, provision against the off-balance sheet exposures of the Bank as at 
reporting date has been made as under:



2.9 Bases for valuation of liabilities and provisions
2.9.1 Retirement benefits to the employees

The retirement benefits accrued for the employees of the Bank as on the reporting date have been 
accounted for in accordance with the provisions of Bangladesh Accounting Standard (BAS) 19, 
'Employee Benefits'  as outlined below:

a) Provident fund
There is a Provident Fund Scheme under defined contribution plan. The Fund is operated by a 
separate Board of Trustees approved by the National Board of Revenue as per Income Tax 
Ordinance, 1984. All eligible employees contribute 15% of their basic pay to the Fund. The Bank 
also contributes equal amount of employees' contribution to the Fund. Benefits from the Fund is 
given to eligible employees at the time of retirement/resignation as per approved rules of the Fund.

b) Gratuity fund
The Bank has a separate Board of Trustees for operating the staff gratuity fund approved by the 
National Board of Revenue. The provision for the  gratuity fund is  made in the books of account of 
the Bank for the eligible employees on the basis of the assessment made by the Actuary. The 
amount of provision is transferred to the Board of Trustees of the Fund on a yearly basis.

c)Superannuation fund
The Bank has a separate Board of Trustees for operating the staff superannuation fund approved by 
the National Board of Revenue. The provision for the superannuation fund is made  in the books of 
account of the Bank for the eligible employees on the basis of the assessment made by the Actuary. 
The amount of provision is transferred to the Board of Trustees of the Fund on a yearly basis.

2.10 Revenue recognition
The revenues of the Bank during the year have been recognized in terms of the provisions of 
Bangladesh Accounting Standard (BAS) 18 , 'Revenue'  as  outlined below:

2. Interest income

a) Interest income from loans and advances and lease finance

The policy for accounting of interest income on  loans and advances and income from lease finance 
is stated  in 2.7.1.a and 2.7.2 above.

b) Other interest income
Interest income from investments, money at call and short notice and fund placement with other 
banks and financial institutions are recognized on accrual basis.    
     
2.10.2 Fees and commission income
Fees and commission income arising from different services provided by the Bank are  recognized on 
cash receipt basis. Commission realized on letters of credit and letters of



2.10.3 Dividend income

 Dividend income from investments in shares is accounted for on cash receipt basis.

2.10.4 Interest paid on deposits and borrowings

 Interest paid on deposits, borrowings etc. are accounted for on accrual basis.     
     
2.10.5 Other operating expenses          

 All other operating  expenses are provided for in the books of the accounts on accrual basis.  
        
2.11 Earnings per share          

 Earnings per share (EPS) has been computed by dividing the basic earnings by the number of 
ordinary shares outstanding as of 31 December 2009 as per Bangladesh Accounting Standard (BAS) 
33, 'Earnings Per Share'.

2.12 Cash flow statement           
Cash flow statement has been prepared in accordance with the Bangladesh Accounting Standard 
(BAS) 7, 'Cash Flow Statement' under Direct method as recommended in the BRPD Circular No. 14 
dated 25 June 2003 issued by the Banking Regulation & Policy Department of Bangladesh Bank.

2.13 Statement of liquidity
The liquidity statement of assets and liabilities as on the reporting date has been prepared on 
residual maturity term as per the following bases:          
a)   Balance with other banks and financial institutions, money at call and short notice etc. are on the 
basis of their maturity term.
b)   Investments are on the basis of their maturity.         
c)   Loans and advances and lease receivables are on the basis of their repayment / maturity 
schedule.         
d)   Fixed assets are on the basis of their useful life.         
e)   Other assets are on the basis of their  realization/adjustment.         
f)    Borrowing from other banks, financial institutions and agents are as per their maturity 
repayment term.
g)   Deposits and other accounts are on the basis of their maturity term and past trend of withdrawal 
by the depositors.         
h)   Other long term liabilities are on the basis of their maturity term.         
i)    Provisions and other liabilities are on the basis of  their  payment /adjustment schedule.
         

2.14  Post balance sheet events
There were no material post balance sheet events, except declaration of proposed dividend (bonus 
share), which could affect the values stated in these financial statements.  

2.15 Reconciliation of books of account          
Books of account with regard to inter-bank (in Bangladesh and outside Bangladesh)  transactions




























































































