Certificate on Compliance of Conditions of
Corporate Governance Guidelines to the
Shareholders of Shahjalal Islami Bank Limited

We have examined the compliance of conditions of corporate governance guidelines of the Bangladesh Securities and
Exchange Commission (“BSEC”) by Shahjalal Islami Bank Limited (the“Bank”) as stipulated in the BSEC notification no SEC/
CMRRCD/2006-158/134/Admin/44 dated 7th August 2012 and subsequent modification SEC/CMRRCD/2006-158/147/
Admin/48 dated 21 July 2013 as at 31st December 2014.

The Bank’ Responsibilities

The compliance of conditions of corporate governance guidelines as stated in the aforesaid notification and reporting
of the status of compliance is the responsibility of the Bank’s management.

Our Responsibilities

Our examination for the purpose of issuing this certification was limited to the checking of procedures and
implementations thereof, adopted by the Bank for ensuring the compliance of conditions of corporate governance and
correct reporting of compliance status on the attached statement on the basis of evidence gathered and representation
received.

Conclusion

To the best of our information and according to the explanations given to us, we certify that the Company has complied
with the conditions of corporate governance stipulated in the above mentioned BSEC notifications dated 7 August
2012 as subsequently modified on 21 July 2013 and reported on the attached status of compliance statement.

ol Lddsichenaclhicsyi
Manzoor Alam, FCA ‘
Senior Partner

ICAB Enrolment Number 132
For Hoda Vasi Chowdhury & Co
Chartered Accountants

Dhaka, 15 April 2015
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Corporate Governance Disclosure

The Bangladesh Securities and Exchange Commission (BSEC) issued a Corporate Governance (CG) Guideline in 2012
which is being followed by banks on‘Comply’basis. Status of compliance by Shahjalal Islami Bank Limited With the said
CG guidelines issued by BSEC through Notification no.SEC/CMRRCD/2006-158/134/Admin/44 dated 07 August 2012
issued under section 2CC of the Securities and Exchange Ordinance, 1969 is as follows:

(Report under Condition No. 7.00)

Compliange Status
Condition Title appr(::rti;ltlt-:‘ ctglfxmn) Remarks
No. ) Not (if any)
Complied complied
1.0 Board of Directors
1.1 Board'’s size shall not be less than 5 and more than 20 v -
1.2 Independent Director
1.2 (i) Independent director: At least 1/5th of the total number of directors The Board
of Directors
consists of
17(Seventeen)
members
including
2 (Two)
v independent
Directors
which isin
compliance
with the Bank
Company
(Amendment)
Act 2013
[Section- 15(9)]
1.2 (ii) For the purpose of this clause “independent director” means v i
a director.
1.2 (ii) a) Independent director does not hold any share or holds less v i
than one percent (1%) shares of total paid up capital.
1.2 (i) b) Independent Director is not a sponsor of the company and
is not connected with the company’s Sponsor Or Director Or
Shareholder who holds 1% or more shares of the company v -
(certain family members are also required to comply with this
requirement).
1.2 (ii) ¢ Independent director does not have any other relationship,
whether pecuniary or otherwise, with the company or its v -
subsidiary/associated companies.
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Compliange Status
Condition Title appr(::rti;/t:‘ cttl:limn) Remarks
No. ) Not (if any)
Complied complied

1.2 (ii) d) Independent directors are not the members, directors or v i
officers of any stock exchange.

1.2 (i) e) Independent director is not the shareholder, director or
officers of any member of Stock Exchange or an Intermediary 4 -
of the capital market.

1.2 (i) f) Independent director is/was not the partners or executives
during preceding 3 (three) years of concerned company’s v -
statutory audit firm.

1.2 (ii) g) Independent directors is not the independent director in v )
more than 3 (three) listed companies.

1.2 (i) h) Independentdirectoris not convicted by a court of competent
jurisdiction as a defaulter in payment of any loan to a bank or 4 -
a non-bank financial institution (NBFI).

1.2 (i) i) Independent director has not been convicted for a criminal v i
offence involving moral turpitude.

1.2 (iii) The independent director shall be appointed by the Board of v
Directors and approved by the Shareholders in the AGM.

1.2 (iv) The post of independent directors cannot remain vacant for v i
more than 90 days.

1.2(v) The Board shall lay down a Code of Conduct of all Board Guidelines of
Members and Annual Compliance of the Code to be recorded. v Competent

authorities are
followed

1.2 (vi) The tenure of office of an Independent Directors shall be for
a period of 3 (three) years which may be extended for 1 (one) 4 -
term only.

1.3 Qualification of Independent Director (ID)

1.3 (i) Independent director shall be knowledgeable individual with v i
integrity who is able to ensure required compliance.

1.3 (ii) The independent director must have at least 12 (twelve) years
of corporate management/ professional experiences along v -
with other requisites.

1.3 (iii) In special cases above qualification may be relaxed by the N/A i
Commission

1.4 Separate Chairman and CEO and their clearly defined roles v i
and responsibilities.

1.5 Directors Report to Shareholders

1.5 (i) Industry outlook and possible future developments in the v i
industry

1.5 (ii) Segment-wise or product-wise performance. v -

1.5 (iii) Risks and concerns v -
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Compliance Status

Condition Title appr(::rti;/tg‘ ctglfxmn) Remarks
No. ) Not (if any)
Complied complied
1.5 (iv) Discussion on cost of goods sold, gross profit margin and net Cost of fund,
profit margin operating &
4 net profit and
related ratios
are provided.
1.5 (v) Discussion on continuity of any Extra-Ordinary gain or loss SJIBL does not
v have such gain
or loss.
1.5 (vi) Basis for related party transaction- a statement of all related v
party transactions should be disclosed in the annual report
1.5 (vii) Utilization of proceeds from public issues, right issues and/ or
through any others instruments. N/A )
1.5 (viii) An explanation if the financial results deteriorate after the
company goes for IPO, RPO, Rights Offer, Direct Listing etc. N/A )
1.5 (ix) If significant variance occurs between Quarterly Financial
performance and Annual Financial Statements the management v -
shall explain about the variance on their Annual Report.
1.5 (x) Remuneration to directors including independent directors. v -
1.5 (xi) The financial statements prepared by the management of
the company present fairly its state of affairs, the results of its v -
operation, cash flows and changes in equity.
1.5 (xii) Proper books of account of the company have been v i
maintained.
1.5 (xiii) Appropriate accounting policies have been consistently
applied in preparation of the financial statements and that v i
the accounting estimates are based on reasonable and
prudent judgment.
1.5 (xiv) International  Accounting Standards (IAS)/Bangladesh
Accounting  Standards  (BAS)/International  Financial
Reporting Standards (IFRS)/Bangladesh Financial Reporting v )
Standards (BFRS), as --applicable in Bangladesh, have been
followed in preparation of the financial statements and any
departure there-from has been adequately disclosed.
1.5 (xv) The system of internal control is sound in design and has v i
been effectively implemented and monitored.
1.5 (xvi) There are no significant doubts upon the company’s ability to v i
continue as a going concern.
1.5 (xvii) Significant deviations from the last year’s operating results
of the company shall be highlighted and the reasons thereof v -
should be explained.
1.5 (xviii) Key operating and financial data of at least preceding 5 (five) % i
years shall be summarized.
1.5 (xix) If the company has not declared dividend (cash or stock) for N/A i
the year, the reasons thereof shall be given.
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Compliange Status
Condition Title appr(::rti;/t:‘ cttl:limn) Remarks
No. ) Not (if any)
Complied complied
1.5 (xx) The number of Board meetings held during the year and v i
attendance by each director shall be disclosed.
1.5 (xxi) The pattern of shareholding shall be reported to disclose the aggregate number of shares (along
with name wise details where stated below) held by:
1.5 (xxi) a) Parent/Subsidiary/Associated Companies and other related v i
parties (name wise details);
1.5 (xxi) b) | Directors, Chief Executive Officer, Company Secretary, Chief
Financial Officer, Head of Internal Audit and their spouses v -
and minor children (hame wise details);
1.5 (xxi) €) Executives (top five salaried employees of the company other v i
than stated in 1.5(xxi)b);
1.5 (xxi) d) | Shareholders holding ten percent (10%) or more voting v i
interest in the company (name wise details).
1.5 (xxii) In case of appointment/re-appointment of a Director the Company shall disclose the following
information to the Shareholders:
1.5 (xxii)a) | a brief resume of the Director; v -
1.5 (xxii) b) | Nature of his/her expertise in specific functional areas. v -
1.5 (xxii) ) | Names of companies in which the person also holds the
directorship and the membership of committees of the v
board.
2.0 Chief Financial Officer, Head of Internal Audit & Company
Secretary
2.1 Appointment of CFO, Head of Internal Audit and Company
Secretary and their clearly defined roles, responsibilities and v
duties.
2.2 Attendance of CFO and the Company Secretary at Board of v
Directors meeting
Audit Committee:
3() Audit Committee shall be the sub-committee of the Board of v )
Directors.
3 (ii) The Audit Committee shall assist the Board of Directors in
ensuring that the financial statements reflect true and fair v
view of the state of affairs of the Company and in ensuring a
good monitoring system within the business.
3 (iii) The Audit Committee shall be responsible to the Board of
Directors. The duties of the Audit Committee shall be clearly v
set forth in writing.
3.1 Constitution of the Audit Committee
3.1 (i) The Audit Committee shall be composed of at least 3 v i
members.
3.1 (ii) Constitution of Audit Committee with Board Members v
including one Independent Director.
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Compliance Status

Condition Title appr(::rti;/ti: ctglfxmn) Remarks
No. ) Not (if any)
Complied complied
3.1 (iii) All members of the Audit Committee should be “financially
literate” and at least 1 (one) member shall have accounting or v
related financial management experience.
1 (iv) Filling of Casual Vacancy in Committee N/A -
1(v) The Company Secretary shall act as the secretary of the v )
Committee.
3.1 (vi) The quorum of the Audit Committee meeting shall not v i
constitute without at least 1 independent director.
3.2 Chairman of the Audit Committee
3.2 (i) Chairman of the Audit Committee shall be an Independent v
Director.
3.2 (ii) Chairman of the audit committee shall remain present in the
Annual General Meeting (AGM). 4 -
33 Role of Audit Committee
3.3(i) Oversee the financial reporting process. v
3.3 (ii) Monitor choice of accounting policies and principles. v
3.3 (iii) Monitor Internal Control Risk management process. v
3.3 (iv) Oversee hiring and performance of external auditors. v
3.3(v) Review along with the management, the annual financial %
statements before submission to the board for approval.
3.3 (vi) Review along with the management, the quarterly and half
yearly Financial Statements before submission to the Board v
for approval.
3.3 (vii) Review the adequacy of internal audit function. v
3.3 (viii) Review statement of significant related party transactions v
submitted by the management.
3.3 (ix) Review Management Letters/ Letter of Internal Control v
weakness issued by statutory auditors.
3.3 (x) When money is raised through Initial Public Offering (IPO)/
Repeat Public Offering (RPO)/Rights Issue the company shall
disclose to the Audit Committee about the uses/ applications
of funds by major category (capital expenditure, sales and N/A -
marketing expenses, working capital, etc.), on a quarterly
basis, as a part of their quarterly declaration of financial
results.
3.4. Reporting of the Audit Committee
3.4.1 Reporting to the Board of Directors
3.4.1 (i) The Audit Committee shall report on its activities to the Board v i
of Directors.
3.4.1 (ii) The Audit Committee shall immediately report to the Board v i
of Directors on the following findings, if any:
3.4.1(ii)a) | Report on conflicts of Interests. NIL
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Compliange Status
Condition Title appr(::rti;/t:‘ cttl:limn) Remarks
No. ) Not (if any)
Complied complied
3.4.1 (i) b) | Suspected or presumed fraud or irregularity or material NIL
defect in the internal control system;
3.4.1 (ii)c) | Suspected infringement of laws, including securities related NIL
laws, rules and regulations;
3.4.1 (ii)d) | Any other matter which shall be disclosed to the Board of NIL
Directors immediately.
342 Reporting of anything having material financial impact to the NIL
Commission.
3.5 Reporting to the Shareholders and General Investors. 4
4 External/Statutory Auditors should not be engaged in:
4 (i) Appraisal or valuation services or fairness opinions. v -
4 (ii) Financial information systems design and implementation. 4 -
4 (iii) Book-keeping or other services related to the accounting v i
records or financial statements.
4 (iv) Broker-dealer services. v -
4 (v) Actuarial services. v -
4 (vi) Internal audit services. v -
4 (vii) Any other service that the Audit Committee determines. v -
4 (viii) No partner or employees of the external audit firms shall
possess any share of the company they audit at least during 4 -
the tenure of their audit assignment of that Company.
Subsidiary Company
5() Provisions relating to the composition of the Board of
Directors of the holding company shall be made applicable % i
to the composition of the Board of Directors of the subsidiary
company.
5 (ii) At least 1 (one) independent director on the Board of
Directors of the holding company shall be a director on the v
Board of Directors of the subsidiary company.
5 (iii) The minutes of the Board meeting of the subsidiary company
shall be placed for review at the following Board meeting of 4 -
the holding company.
5 (iv) The Minutes of the respective Board meeting of the holding
company shall state that they have reviewed the affairs of the v -
Subsidiary Company also.
5(v) The Audit Committee of the holding company shall also
review the Financial Statements, in particular the investments v -
made by the Subsidiary Company.
6 Duties of Chief Executive Officer (CEO) and Chief Financial
Officer (CFO):
6 (i) They have reviewed financial Statements for the year and v
that to the best of their knowledge and belief:
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Condition
No.

Title

Compliance Status
(Put in the
appropriate column)

Complied

Not
complied

Remarks
(if any)

These financial statements do not contain any materially
untrue statement or omit any material fact or contain
statements that might be misleading.

v

These financial statements together present a true and fair
view of the company’s affairs and are in compliance with
existing accounting standards and applicable laws.

6 (ii)

There are, to the best of knowledge and belief, no transactions
entered into by the company during the year which are
fraudulent, illegal or violation of the company’s code of
conduct.

Reporting and Compliance of Corporate Governance:

The company shall obtain a Certificate from a Professional
Accountant/Secretary (CA/CMA/CS) regarding compliance
of conditions of Corporate Governance Guidelines of the
Commission and shall send the same to the shareholders
along with the Annual Report on a yearly basis.

7 (ii)

The directors of the company shall state, in accordance with
the Annexure attached, in the directors’ report whether the
company has complied with these conditions.

Shahjalal Islami Bank Limited Annual Report 2014

157



Compliance with Financial Reporting Standards as applicable in Bangladesh

SI. No. BAS No. BAS Title Compliance Status
1 1 Presentation of Financial Statements Complied
2 2 Inventories Not Applicable
3 7 Statement of Cash Flows Complied
4 8 Accounting Policies, Changes in Accounting Estimates and Errors Complied
5 10 Events after Reporting Period Complied
6 1 Construction Contracts Not Applicable
7 12 Income Taxes Complied
8 16 Property, Plant & Equipment Complied
9 17 Leases Complied
10 18 Revenue Complied
11 19 Employee Benefits Complied
12 20 Accounting for Government Grants and Discloser of Government Assistance |  Not Applicable
13 21 The Effects of Changes in Foreign Exchanges Rates Complied
14 23 Borrowing Costs Complied
15 24 Related Party Disclosures Complied
16 26 Accounting and Reporting by Retirement Benefit Plans Complied
17 27 Consolidated and Separate Financial Statements Complied
18 28 Investment in Associates Not Applicable
19 31 Interest in Joint Venture Not Applicable
20 32 Financial Instruments: Presentation Complied
21 33 Earnings per Share Complied
22 34 Interim Financial Reporting Complied
23 36 Impairment of Assets Complied
24 37 Provisions, Contingent liabilities and Contingent Assets Complied
25 38 Intangible Assets Complied
26 39 Financial Instruments: Recognition and Measurement Complied
27 40 Investment Property Not Applicable
28 41 Agriculture Not Applicable
BFRS No. BFRS Title Compliance Status
1 1 First-time Adoption of Bangladesh Financial Reporting Standards Not Applicable
2 2 Share-based Payment Not Applicable
3 3 Business Combinations Not Applicable
4 4 Insurance contracts Not Applicable
5 5 Non-Current Assets Held for Sale and Discontinued Operations Not Applicable
6 6 Exploration for and Evaluation of Mineral Not Applicable
7 7 Financial Instruments: Disclosures Complied
8 8 Operating Segments Complied
9 10 Consolidated Financial Statements Complied
10 11 Joint Arrangements Not Applicable
11 12 Disclosure of Interest in other Entities Complied
12 13 Fair Value Measurement Complied

1 58 + Shahjalal Islami Bank Limited Annual Report 2014




Bangladesh Bank guidelines for Corporate Governance: Our Compliance Status

To ensure good governance i.e. corporate governance in bank management, Bangladesh Bank (BB) issued three circulars
in 2013 covering three broad areas as follows:

1. BRPD Circular No.11 dated 27 October 2013: Formation and responsibilities of Board of Directors (BoD).

2. BRPD Circular Letter No. 18 dated 27 October 2013: Appointment and responsibilities of Chief Executive Offi cer
(CEO).

3. BRPD Circular Letter No. 19 dated 27 October 2013: Contractual appointment of Advisor and Consultant.

The summary of the BB guidelines and SJIBL's compliance thereto are presented below:

1.  Formation and responsibilities of Board of Directors (BoD)

Sl. No. Particulars Compliance Status
1 Formation of BoD: Prior approval from BB to be taken before appointment of new Complied.
Directors, as well as dismissal, termination or removal of any Director from the post. No such
Qualification and competency of Directors, maximum number of Directors of the in§taqce of
Board, appointment of independent Directors, appointment of maximum 02 (two) d|§m|s§al,
termination or
members from a family as Director. removal.

1.1 | Appointment of New Directors: Every bank company, other than specialized banks,
at the time of taking prior approval from BB while appointing Directors should furnish
the following information along with the application:

a. Personal information of the nominated person Complied
b. Declaration of nominated person Complied
¢. Declaration for confidentiality by the nominated person Complied
d. In case of independent director, the approval letter from BSEC Complied
e. CIB report of the nominated person Complied
f. Updated list of Directors Complied

1.2 | Vacancy of office of a Director
1.2 (a) | The office of a Director shall be vacated as per the provision of Section 108(1) of No such case

Companies Act 1994. Besides, provision of Section 17 of Bank Company Act 1991,

providing false declaration at the time of appointment or observing shortfall of

qualification as a Director

(b) | If the office of a Director is vacated as per Section 17 of Bank Company Act 1991, s/| No such incident
he will not be eligible to become Director of that bank company or any other bank
company or financial institutions within one year from the date of repayment of the
total dues to the bank. The dues can be adjusted with the shares held by the Director
in that bank company and he cannot transfer his shares of that bank company until he
repays his all the liabilities of that bank company or financial institutions.

(c) BB can remove Directors or Chairman of a bank company other than the state-owned No such
banks for doing any activity that is detrimental to the interest of the banks depositors instance as yet
or against the public interest under Section 46 and can also dissolve the Board of a
bank company under Section 47 of Bank Company Act 1991.

1.3 | Removal of Directors from office: With the prior approval of Bangladesh Bank, any No such
Director of a bank company other than specialized banks can be removed from his instance as yet
office for the reasons specified in its Articles of Association. The reason and grounds
of the dismissal/removal and the copy of such decision taken by BoD and a list of
Directors shall be submitted to Bangladesh Bank. Such removal shall be effective from
the date of BB's approval.
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SI. No.
1.4

Particulars
Appointment of Alternate Director: An alternate director can be appointed to act
for a director during his absence for a continuous period of not less than three months
from Bangladesh by fulfilling following instructions:

Compliance Status
No such
Director in SJIBL

Bank has to collect and properly maintain the documentary evidences relating to
departure and arrival of the original director while traveling abroad. If there is any
exception, the CEO should immediately inform it to BB.

N/A

The copy of the decision of the BoD regarding appointment of alternate director, with
original director’s probable returning date from abroad should be sent to BB within
7 days of taking the decision and the director’s arrival date must be intimated to BB
immediately after his/her return.

N/A

Any loan defaulter or any person who is not eligible to become a director as per any
relevant guiding rules & regulation will not be appointed as an alternate director.

N/A

As an alternate director is appointed temporarily; therefore, he/she will not be included
in any kind of committee constituted by the BoD.

N/A

The alternate director or his/her affiliated organization will not get any kind of loan
facilities from the bank. In case of previous loan, enhancement of limit or extension of
time period or any kind of exemption or interest waiver will not be allowed. Moreover,
all restrictions applicable to directors according to rules & regulations will also be
applicable to the alternate director.

N/A

Director from Depositors: As per Bank Company Act 1991 (amended in 2013)
appointment of Directors from depositors is no longer required. But, in compliance
with the provision of section 15(9) of Bank Company Act 1991 (amended up to 2013),
bank company may consider the tenure of existing Directors from depositors or may
appoint them as the Independent Director of the company.

Complied.
No Depositor
Director in SJIBL

Information regarding Directors: Banks are advised to take the following steps
regarding directors information:

Every bank should keep an updated list of bank directors.

Complied

Banks should send a directors’ list to other banks or financial institutions immediately
after the appointment or release of director.

Complied

Banks should display a list of directors on the website and update it on a regular basis.

Complied

Responsibilities of the Board of Directors (BoD)

Responsibilities and Authorities of the BoD:

Work planning and strategic management

(i) The BoD shall determine the objectives and goals and to this end shall chalk out
strategies and work plans on annual basis. It shall analyze/monitor at quarterly rests
the development of implementation of work plans.

(i) The BoD shall have its analytical review presented in the Annual Report as regard to
success/failure in achieving the business and other targets as set out in its annual work
plan and shall apprise the shareholders of its opinions/recommendations on future
plans and strategies. It shall set the Key Performance Indicators (KPIs) for the CEO and
executives immediate two tiers below the CEO and have it evaluated at times.

Complied

Loan and Risk Management

(i) The policies, procedures, strategies, etc. in respect of appraisal of loan/investment
proposal, sanction, disbursement, recovery, re-scheduling and write-off thereof
shall be made with the BoD’s approval under the purview of the existing laws, rules
and regulations. The BoD shall specifically distribute the power of sanction of loan/
investment and such distribution should desirably be made among the CEO and his
subordinate executives as much as possible. No director, however, shall interfere,
directly or indirectly, into the process of loan approval.

Complied
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SI. No.

Particulars

(ii) The board shall frame policies for risk management and get them complied with
and shall monitor the compliance at quarterly rests and review the concerned report
of the risk management team and shall compile in the minutes of the board meeting.
The BoD shall monitor the compliance of the guidelines of BB regarding key risk
management.

Compliance Status

Internal Control Management

The Board shall be vigilant on the internal control system of the bank in order to
attain and maintain satisfactory health or grade of its loan/investment portfolio. The
board will establish such an internal control system so that the internal audit process
can be conducted independently from the management. It shall review at quarterly
rests the reports submitted by its audit committee regarding the compliance of
recommendations made in internal and external audit reports and the BB inspection
reports.

Complied

Human Resources (HR) Management and Development

(i) Policies relating to recruitment, promotion, transfer, disciplinary and punitive
measures, human resources development etc. and service rules shall be framed and
approved by the BoD. The chairman or the directors shall in no way involve themselves
and interfere into or influence over any administrative affairs including recruitment,
promotion, transfer and disciplinary measures as executed under the set service rules.
No member of the BoD shall be included in the selection committees for recruitment
and promotion to different levels. Recruitment, promotion, transfer and punishment
of the executives immediate two tiers below the CEO shall, however, rest upon the
BoD. Such recruitment and promotion shall have to be carried out complying with the
service rules i.e., policies for recruitment and promotion.

(i) The BoD shall place special attention to the development of skills set of bank’s
staff in different fields of its business activities including prudent appraisal of loan/
investment proposals, and to the adoption of modern electronic and information
technologies, and the introduction of effective Management Information System
(MIS). The BoD shall get these programs incorporated in its annual work plan.

(iii) The BoD will compose Code of Ethics for every tier of employees and they will
follow it properly. The BoD will promote healthy code of conducts for developing a
compliance culture.

Complied.
SJIBL BoD
approves HR
policy from
time to time.

Financial Management

(i) The annual budget and the statutory financial statements will be prepared with
the approval of the BoD. It will at quarterly rests review/monitor the positions in
respect of bank’s income, expenditure, liquidity, non-performing assets, capital base
and adequacy, maintenance of loan loss provision and steps taken for recovery of
defaulted loans including legal measures.

(i) The BoD will frame the policies and procedures for bank’s purchase and procurement
activities and shall accordingly approve the distribution of power for making such
expenditures. The maximum possible delegation of such power shall rest on the CEO
and his subordinates. The decision on matters relating to infrastructure development
and purchase of land, building, vehicles etc. for the purpose of bank’s business shall,
however, be taken with the approval of the BoD.

i) The BoD will review whether an Asset-Liability Committee (ALCO) has been formed
and it is working according to BB guidelines.

Complied
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Sl. No. Particulars Compliance Status
(f) Appointment of Chief Executive Officer (CEO): In order to strengthen the Complied
financial base of the bank and obtain confidence of the depositors, one of the major
responsibilities of the BoD is to appoint an honest, efficient, experienced and suitable
CEO or Managing Director. The BoD will appoint a competent CEO for the bank with
the approval of BB.
(g) | Other responsibilities of the BoD: Complied.
The BoD will do

In accordance to BB Guidelines issued from time to time.

so as and when
required by BB.

4.2

Meetings of the Board of Directors: Board of Directors may meet once or more than
once in a month upon necessity and shall meet at least once in every three months.
Excessive meetings are discouraged.

Complied.
Usually SJIBL
holds two
Board Meetings
in a month.

Responsibilities of the Chairman of the BoD:

As the Chairman of the BoD or Chairman of any committee formed by the BoD or
any director does not personally possess the jurisdiction to apply policymaking or
executive authority, he/she shall not participate in or interfere into the administrative
or operational and routine affairs of the bank.

Complied

The Chairman may conduct on-site inspection of any bank branch or financing
activities under the purview of the oversight responsibilities of the BoD. He may call
for any information relating to bank’s operation or ask for investigation into any such
affairs; he may submit such information or investigation report to the meeting of the
BoD or the executive committee and if deemed necessary, with the approval of the
BoD, he shall effect necessary action thereon in accordance with the set rules through
the CEO. However any complaint against the CEO shall have to be apprised to BB
through the BoD along with the statement of the CEO.

Complied

The Chairman may be offered an office room, a personal secretary/assistant, a peon/
MLSS, a telephone at the office, a mobile phone usable inside the country and a vehicle
in the business interest of the bank subject to the approval of the BoD.

Complied

Formation of Supportive Committees of the Board: The BoD of every Bank Company
can form only three supporting committees of the BoD i.e. Executive Committee (EC),
Audit Committee (AC) and Risk Management Committee (RMC).

Complied

5.1

Executive Committee (EC): EC is to be formed for taking decision on urgent and day-
to-day or routine activities between the intervals of two BoD meetings. The EC will
perform according to the terms of reference set by the BoD. The EC will be formed
with maximum of 07 (seven) members for a period of 03 (three) years. The Chairman
of the BoD can also be the member of the EC. The company secretary of the bank shall
act as the secretary of the EC. EC members, besides being honest and sincere, should
have reasonable knowledge on banking business, its operations and risk management
and be capable of making valuable and effective contributions in the functioning of
the Committee. The committee shall discharge responsibilities and take decision on
the matters as instructed by the BoD except discharging of those responsibilities and
taking decisions that are specifically assigned to the full BoD by the Bank Company Act
1991 or other related laws and regulations. The decisions taken by the Committee shall
be ratified in the next BoD meeting. Upon necessity the Committee can call meeting at
any time. The Committee may invite CEO, Chief Risk Officer or any executive to attend
the committee meeting.

Complied
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SI. No.
5.2

Particulars
Audit Committee (AC): The AC should have maximum five members and two of them
shall be Independent Directors. It should be constituted of such members who are not
members of the EC of the BoD. The members of the Committee may be nominated
for three years and the company secretary of the bank shall act as the secretary of the
Committee. Please see ‘Report of the Audit Committee’ for details.

Compliance Status

Complied

53

Risk Management Committee (RMC): The RMC is to be formed to mitigate
impending risks which could be arisen during implementation of BoD approved
policies, procedures and strategies. This committee is entrusted to examine and review
whether management is properly working on identifying and mitigation of credit risk,
foreign exchange risk, internal control and compliance risk, money laundering risk,
information and communication technology risk, operation risk, interest rate risk and
liquidity risk and keeping adequate capital and provision against the risks identified.

The RMC is to be formed with maximum five members who will be appointed for
03 (three) years. Each member should be capable of making valuable and effective
contributions in the functioning of the Committee. The company secretary of the bank
shall act as the secretary of the Committee. RMC shall review the risk management
policy and guidelines of the bank at least once in a year, make necessary modifications
as per requirement and submit the same to the BoD for approval. Besides, lending
limits and other limits should be reviewed at least once in a year and should be
amended, if necessary. Please see page no. 74 for details.

Complied

Training of the Directors: The Directors of the Board will acquire appropriate
knowledge of the Banking laws and other relevant laws, rules and regulations to
effectively discharge the responsibilities as a Director of the bank.

Complied

Intimation of the Circular to the Board and related persons by CEO: The CEO will
inform about this Circular to the directors and other related persons.

Complied

2. Appointment and responsibilities of Chief Executive Officer (CEO)

Sl. No.
A

Particulars
Rules and regulations for appointment of the CEO

Compliance Status

1

Moral Integrity: In case of appointment to the post of CEO, satisfaction in respect of
the concerned person should be ensured to the effects that:

a) He has not been convicted by any Criminal Court of Law.

b) He has not been punished for violating any rules, regulations or procedures/ norms
set by any regulatory authority.

¢) He was not associated with any such company/organization; registration or license
of which has been cancelled.

Complied

Experience and Suitability:

a) For appointment as a CEQ, the concerned person must have experience in banking
profession for at least 15 (fifteen) years as an active officer and at least 02 (two) years
experience in a post immediate below the CEO of a bank.

b) He must have a Master’s degree at minimum from any recognized university.
Higher academic education in the field of Economics, Banking and Finance or Business
Administration will be treated as additional qualification for the concerned person.

¢) In respect of service, the concerned person should have excellent track record of
performance.

Complied
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Sl. No. Particulars Compliance Status
d) Satisfaction should be ensured that the concerned person was not dismissed from
service when he was chairman/director/official of any company.

e) Any director of any bank or financial institution or any person who has business interest
in the concerned bank will not be eligible for appointment to the post of the CEO.

3 Transparency and financial integrity: Before making appointment as a CEO, Complied
satisfaction should be ensured to the effects that:

a. The concerned person was not involved in any illegal activity while performing
duties in his own or banking profession.

b. He has not deferred payment to creditors or has not compromised with his creditors
to be relieved from debts or he is not a loan defaulter.

c. He is not a tax defaulter.

d. He has never been adjudicated a bankrupt by the Court.

4 Age Limit: No person crossing the age of 65 years shall hold the post of CEO of a bank. Complied

5 Tenure: The tenure of the CEO shall not be more than 03 (three) years, which is Complied
renewable. If the candidate has less than 3 years left to attain 65 years, he/she can be
appointed for that shorter period

6 Guidelines in fixing the salary and allowances: Banks are required to follow the Complied
guidelines stated below while determining the salary and allowances of the CEO and
submitting such proposal to BB:

a.Infixing the salary and allowances of the CEO, financial condition, scope of operation,
business-volume and earning capacity of the bank; qualifications, achievement of the
candidate in the past, age and experience and the remuneration paid to the persons
occupying same position in the peer banks shall have to be taken into consideration.

b. Total salary shall be comprised of direct salary covering ‘Basic Salary’ and ‘House
Rent’and allowances as‘Others’ The allowances (e.g., provident fund, utility bill, leave-
fare assistance) in ‘Others’ head should be specified in amount/ceiling. Besides, other
facilities (e.g., car, fuel, driver etc.), as far as possible, shall have to be converted in
the monetary value and thus determining monthly total salary, it shall have to be
mentioned in the proposal submitted to BB. In the proposal, Basic Salary, House Rent,
Festival Allowance, other allowances and other facilities shall have to be specified in
Taka amount.

c. Without improving the bank’s major financial indicator like- CAMELS, annual salary
increment will not be payable.

d. Terms of salary-allowances and other facilities as specified in the terms and
conditions of appointment cannot be changed during the tenure. In case of renewal,
proposal may be made for re-fixation of the salary considering the work performance
of the current CEO.

e. The CEO so appointed shall not get any other direct or indirect facilities (e.g.,
dividend, commission, club expense, etc.) other than the salary-allowances and other
facilities as enumerated in clause (b) above.

f. The bank shall not pay any income tax for the CEQ, i.e., the CEO so appointed shall
have to pay it.

7 Incentive Bonus: The CEO will get incentive bonus subject to paying incentive bonus Complied
to all executives/officers/workers of the bank and the said bonus amount will not
exceed BDT 1,000,000 in a year.
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SI. No.

Particulars
Honorarium for attending the Board Meeting: Being a salaried executive, CEO will not
getany honorarium for attending the Board meeting or Board formed Committee meeting.

Compliance Status
Complied

Evaluation Report: For reappointment of the CEO, the Chairman of the bank shall
have to submit a Board approved evaluation report to BB.

Complied

10

Prior Approval from Bangladesh Bank: Prior approval from Bangladesh Bank is
mandatory before appointing CEO as per section 15(4) & (5) of Bank Company Act
1991 (@amended up to 2013). For processing such approval, along with the proposal
signed by the Chairman of the BoD, the selected person’s complete resume, offer letter
(mentioning the direct & indirect remuneration and facilities) and copy of Board’s
approval must be submitted to BB. The selected person must also submit declarations
as per Annexure A & Annexure B to BB.

Complied

11

Decision of Bangladesh Bank is final: The decision of BB for appointment of the CEO
will be treated as final and the CEO such appointed cannot be terminated, released or
removed from his/her office without prior approval from BB.

Complied

Responsibilities and Authorities of the CEO: The CEO of the bank, whatever name
called, shall discharge the responsibilities and exercise the authorities as follows:

Complied

a. In terms of the financial, business and administrative authorities vested upon him by
the BoD, the CEO shall discharge his own responsibilities. He shall remain accountable for
achievement of financial and other business targets by means of business plan, efficient
implementation thereof and prudent administrative and financial management.

Complied

b.The CEO shall ensure compliance of the Bank Company Act 1991 and other relevant
laws and regulations in discharging of routine functions of the bank.

Complied

¢. The CEO shall include clearly any violation from Bank Company Act 1991 and/or
other relevant laws and regulations in the “Memo” presented to the meeting of the
BoD or any other Committee (s) engaged by the BoD.

Complied

d. The CEO shall report to Bangladesh Bank of issues in violation of the Bank Company
Act 1991 or of other laws/regulations.

Complied

e.The recruitment and promotion of all staffs of the bank except those in the two tiers
below him/her shall rest on the CEO. He/she shall act in such cases in accordance with
the approved service rules on the basis of the human resources policy and approved
delegation of employees as approved by the BoD.

Complied

f. The authority relating to transfer of and disciplinary measures against the staff,
except those at two tiers below the CEO, shall rest on him/her, which he/she shall
apply in accordance with the approved service rules. Besides, under the purview of
the human resources policy as approved by the BoD, he/she shall nominate officers
for training etc.

Complied

3. Contractual appointment of Advisor and Consultant

Sl. No. Particulars Compliance Status
A Rules and regulations for appointment of an Advisor No such advisor in
SJIBL
1 Experience and Suitability: For appointment as advisor, the concerned person will N/A

have to fulfill the following requirements with regard to experience and qualifications:
a. Experience in Banking or Administration for at least15 (fifteen) years or have a long
experience in social activities.

b. Higher academic education in the field of Economics, Banking and Finance or Business
Administration will be treated as additional qualification for the concerned person.
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Sl. No. Particulars Compliance Status
c. Satisfaction should be ensured that the concerned person was not dismissed from
his service when he was Chairman/ Director/ Executive of any company.

d. The person who is working in any bank or financial institution or who has business
interest in that bank will not be eligible for appointment to the post of Advisor.

e. Satisfaction should be ensured that the concerned person is not a loan defaulter or
tax defaulter and has never been adjudicated a bankrupt by the Court.

2 Responsibilities of the Advisor: The roles and responsibilities of the Advisor should N/A
be defined specifically. The Advisor can advise the Board of Directors or CEO only on
those matters specified in the appointment letter. The routine and general activities
of the bank will not be included in his terms of reference. He will not be entitled to
exercise any power or involved himself in the decision making process of financial,
administrative, operations or other activities of the bank.

3 Prior approval from Bangladesh Bank: Prior approval from BB is mandatory before N/A
appointing an Advisor. For such appointment, the justifications of the post of advisor,
responsibilities or terms of reference, complete resume of the concerned person,
terms of appointment (mentioning remuneration and facilities) and copy of BoD'’s
approval shall be submitted to BB. The nominated person has to make a declaration as
per Annexure A. This declaration shall also be submitted to BB.

4 Remuneration and other facilities of Advisor: The post of Advisor is not a fixed or N/A
substantive post in the bank’s organization structure. Advisor will not be entitled to
salaries and allowances as regular employee except gross amount of remuneration,
transport and telephone facilities. Remunerations inconsistent with the terms of
reference of the advisor will not be considered as acceptable to BB.

5 Tenure of Advisor: The tenure of the Advisor shall be maximum 01(one) year, which N/A
is renewable. An evaluation report (by the Chairman that is approved by the BoD) of
previous tenure should be submitted to BB along with the re-appointment proposal.

6 Appointment of Ex-executive: For ensuring good governance, any former Director, N/A
CEO or any other Executive of the bank will not be eligible to become an Advisor in
the same bank immediately after their retirement or resignation. However, after one
year from such retirement or resignation, he/she will be eligible for appointment as
Advisor.

B Rules and regulations for appointment of a Consultant

1 Terms of reference of Consultant: Consultant can be appointed for specialized Complied
tasks like tax, law and legal procedures, engineering and technical works, information
technology, etc. Consultants’ appointment should be avoided as much as possible for
those works that could be done by regular employees of the bank.

2 Responsibilities of a Consultant: The responsibilities or terms of reference of a Complied
Consultant should be specified. He/she should not be involved in any activities
beyond his/her terms of references and he/she cannot exercise any kind of power in
bank operation or cannot participate in the decision making process.

3 Appointment of a Consultant: A Consultant can be appointed with the approval Complied
of the BoD. After Such appointment the bank shall send the Consultant’s complete

resume, terms of reference and details of remuneration to BB immediately.
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Sl. No. Particulars Compliance Status

4 Tenure of a Consultant: The tenure of a Consultant should be consistent with the Complied
terms of reference, but would not exceed 02 (two) years. Generally the Consultant will
not be eligible for re-appointment. But to complete the unfinished tasks, his contract
may be extended for maximum period of 01 (one) year with the approval of BB. The
Chairman of the bank upon approval of the BoD shall have to submit the extension
proposal to BB with the evaluation report of his previous tenure.

5 Remuneration/Honorarium of a Consultant: The Consultant’s remuneration should Complied
be in the form of monthly or single lump-sum payment and he is not entitled to any
other facilities.

6 Appointment of Ex-executive: For ensuring good governance, any former Director, Complied
CEO or any other Executive of the bank will not be eligible for appointment as a
Consultant in the same bank immediately after their retirement or resignation.
However, after one year from such retirement or resignation, he/ she will be eligible
for appointment as a Consultant.

Classification of shareholders by holding

At the end of year 2014, the classification of shareholders by holding was as follows:

Percentage of holding

Range of Share Holding No. of Shareholders No. of shares

shares
Upto 500 42,308 5,354,296 0.73%
501-5,000 33,534 60,235,931 8.20%
5,001-10,000 3,361 23,979,620 3.26%
10,001-20,000 1,856 25,680,026 3.50%
20,001-30,000 598 14,246,963 1.94%
30,001-40,000 300 10,279,546 1.40%
40,001-50,000 156 7,059,741 0.96%
50,001-1,00,000 287 19,805,550 2.70%
1,00,001-10,00,000 258 61,691,525 8.40%
Over 10,00,000 55 506,354,935 68.92%
Total 82,713 734,688,133 100.00%

%‘60}% Shahjalal Islami Bank Limited Annual Report 2014 + | 67%{04..@——



