


AUDITOR’S REPORT
INDEPENDENT AUDITOR’S REPORT 

TO THE SHAREHOLDERS OF 
MEGHNA INSURANCE COMPANY LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Meghna Insurance Company Limited (the 
“Company),which comprise the Statement of Financial Position (Balance Sheet) as at 31 December 
2019, the Statement of Comprehensive Income, Profit and Loss Appropriation Account, related 
Revenue Accounts, Statement of Changes in Equity and Statement of Cash Flows for the year then 
ended, and notes to the financial statements, including a summary of significant accounting 
policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the 
financial position of the Company as at 31 December 2019, and its financial performance and its 
cash flows for the year then ended in accordance with International Financial Reporting Standards 
(IFRSs), the Companies Act 1994, the Insurance Act 2010, the Insurance Rules 1958, the Securities 
and Exchange Rules 1987 and other applicable laws and regulations.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our respon-
sibilities under those standards are further described in the Auditors' Responsibilities for the Audit 
of the Financial Statements section of our report. We are independent of the Company in accord-
ance with the International Ethics Standards Board for Accountants' Code of Ethics for Profes-
sional Accountants (IESBA Code) together with the ethical requirements that are relevant to our 
audit of the financial statements in Bangladesh, and we have fulfilled our other ethical responsibili-
ties in accordance with the IESBA Code. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance 
in the audit of the financial statement for 2019. These matters were addressed in the context of the 
audit of the financial statements as a whole, and in forming the auditors’ opinion thereon, and we 
do not provide a separate opinion on these matters. For each matter below our description of how 
our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the auditors’ responsibilities for the audit of the 
financial statements section of our report, including in the relation to these matters.

Accordingly, our audit included the performance of procedures designed to respond to our assess-
ment of the risks of material misstatements of the financial statements. These results of our audit 
procedures, including the procedures performed to address the matters below, provide the basis 
for our audit opinion on the accompanying financial statements.
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Key Audit Matters
Premium Income

Estimated liability in respect of outstanding claims whether due or intimated and claim payment

Our responses to the Key Audit Matters

Gross general insurance premiums comprise the total 
premiums received for the whole period of cover provided 
by contracts entered into during the accounting period.

Given the important nature, connections to other items to 
the financial statements and sensitivity of the item we 
believe this area pose high level of risk.

For the year end 2019, the reported total gross premium is 
BDT.581,041,069 (2018: BDT.461,909,172)

With respect to premium income in respect of various 
types of insurance we carried out the following 
procedures:
• The design and operating effectiveness of key controls 
around premium income recognition Process.
• Carried out analytical procedures and recalculated   
Premium income for the period.
• Carried out cut-off testing to ensure unearned Premium 
income has not been included in the Premium income.
• On a sample basis reviewed policy to ensure              
appropriate policy stamp was affixed to the contract and 
same has been reflected in the premium register.
• Ensured on a sample basis that the premium income  
was being deposited in the designated bank account.
• Tested on as sample basis to see the appropriate   VAT  
was being collected and deposited to bank through 
Treasury Challan.
• Finally assessed the appropriateness and presentation 
of disclosures against relevant accounting standards, 
Insurance Act 1938 (as amended in 2010), Insurance 
Rules, 1958 and other applicable rules and regulations 
and regulatory guidelines.

This is account represents the claim due or intimated 
from the insured and involves significant management 
judgement and risk of understatement. In extreme 
scenario this item may have going concern implications 
for the company

At the year end, the company reported total balance under 
the head of estimated liability in respect of outstanding 
claims whether due or intimated and claim payment of 
BDT.62,241,208  (2018: BDT.38,939,446) 

We tested design and operating effectiveness of control 
around the due and intimated claim recording process. 
We additionally carried out the following substantive 
testing around this item:
• Obtained the claim register and tested for   
completeness of claim recorded in the register on a 
sample basis.
•  Obtained a sample of claimed policy copy and cross
   Checked it with claim.
• Obtained a sample of survey report and cross  checked 
those against respective ledger balances.
• Obtained and discussed with management about  their   
basis of estimation and challenged their assumption 
where appropriate.
•  Tested a sample of claims payments with intimation
    letter, survey report, bank statement, claim   payment, 
register and general ledger.
• Finally assessed the appropriateness and   presentation 
of disclosures against relevant accounting standards, 
Insurance Act 1938 (as amended in 2010), Insurance 
Rules, 1958 and other applicable rules and regulations 
and regulatory guidelines.
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Other Information
Management is responsible for the other information. The other information comprises all of the information in   the 
annual report other than the financial statements and our auditors’ report thereon. The directors are responsible for the 
other information.
Our opinion on the financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing 
so, consider whether the other information is materially inconsistent with the financial statements or our knowledge 
obtained in the audit or otherwise appears to be materially misstated. If, based on the work we have performed, we 
conclude that there is a material misstatement of this other information, we are required to report that fact. We have 
nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Financial Statements and Internal 
Controls
Management is responsible for the preparation and fair presentation of the financial statements in accordance with 
(IFRSs), the Companies Act 1994, the Insurance Act 2010, the Insurance Rules 1958, the Securities and Exchange Rules 
1987 and other applicable laws and regulations and for such internal control as management determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of 
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic 
alternative but to do so. Those charged with governance are responsible for overseeing the Company's financial reporting 
process.

Fair value reserve on Investment of marketable securities 

The company makes a number of investments in the 
listed securities in stock exchange. Income generated 
from the investment (Realized gain and dividend received) 
is credited to the profit or loss account, Unrealized capital 
gain or loss is transferred to the fair value reserve as per 
the policy of the company and maintains adequate 
deferred tax on such reserve

This item has significant impact on net asset value of the 
company and equity balance might be prone to misreport-
ing as large unreported fall in the value of any holding may 
wipe out of the portfolio and hamper the distribution 
capability of the company.

We tested the design and operating effectiveness of 
controls around monitoring, valuation and updating of 
prices of position held by the company from trusted 
sources. Additionally, we performed the following;
• Obtained year-end share holding positions from the 
company and through directional testing assessed the 
completeness of the report.
• Ascertained the valuation of the holding as per IFRS 13.
• Reviewed the challened assumption used for the valua-
tion  models for any unquoted securities
• Recalculated unrealized gain or loss at the year   end.
• Carried out cut off testing to ensure unrealized gain or 
loss was recognized in correct period.
• Obtained the CDBL report and share portfolio   and cross 
checked against each other to confirm unrealized gain or 
loss.
• Checked the subsequent positioning of this unrealized   
amount after the year end.
• Finally assessed the appropriateness and presentation 
of disclosures against relevant accounting standards, 
Insurance Act 1938 (as amended in 2010), Insurance 
rules 1958 and other applicable rules and regulations and 
regulatory guidelines.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from mate-
rial misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion. Reasonable 
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always 
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material 
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken 
on the basis of these financial statements.
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional skepticism 
throughout the audit. We also:

• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design 
and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for 
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate 
in the circumstances.

•  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related 
disclosures made by management.
• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 
doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are 
required to draw attention in our auditor's report to the related disclosures in the financial statements or, if such disclo-
sures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of 
our auditor's report. However, future events or conditions may cause the Company to cease to continue as a going 
concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and 
whether the financial statements represent the underlying transactions and events in a manner that achieves fair presen-
tation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of 
the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our 
audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical require-
ments regarding independence, and to communicate with them all relationships and other matters that may reasonably 
be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that we were most 
significant in the audit of the financial statements of the current period and are therefore the key audit matters. We 
describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or 
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because 
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such 
communication.

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act 1994, the Insurance Act 2010, the Insurance Rules 1958, the Securities and 
Exchange Rules 1987 and the other applicable Laws and regulations, we also report that:
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a) We have obtained all the information and explanations which to the best of our knowledge and belie were necessary 
for the purposes of our audit and made due verification thereof;

b) In our opinion, proper books of accounts, records and other statutory books as required by law have    been kept by the 
Company so far as it appeared from our examination of those books;
                                
c) The Company’s management has followed relevant provisions of laws and rules in managing the affairs  of  the 
company and proper books of accounts, records and other statutory books have been properly maintained and (where 
applicable) proper returns adequate for the purpose of our audit have been  received from branches not visited by us;

d)  As per section 63(2) of the Insurance Act 2010, as amended we certify that to the best of our knowledge and belie and 
according to the information and explanations given to us, all expenses of management wherever incurred and whether 
incurred directly or indirectly, in respect of insurance business of the company transacted in Bangladesh during the year 
under report have been fully Charged to the related Revenue Account and the Statement of Profit or loss & other 
Comprehensive income of  the Company;

e)  We report that to the best of our information and as shown by its books, the company during the year  under report 
has not paid any person any commission in any form, outside Bangladesh in respect of any  its business re-insured 
abroad;

f) The Company Statements of Financial Position and Statement of Comprehensive Income, Profit and Loss. 
Appropriation Account, Related Revenue Accounts, Statements of Changes in Equity and Statement of Cash Flows of the 
company together with the annexed notes dealt with by the report are in agreement with the books of account and 
returns; and

g) The expenditure incurred was for the purposes of the Company's business.

Dated: 10August, 2020
Place: Dhaka

(Shahadat Hossain, FCA)
Partner

MABS & J Partners
Chartered Accountants
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 Meghna Insurance Company Limited
Statement of Changes in Equity

For the year ended at 31 December 2019

Dated: 10 August 2020 
Place: Dhaka 
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 Meghna Insurance Company Limited
Statement of Cash Flows

For the year ended at 31 December 2019

Dated: 10 August 2020 
Place: Dhaka 
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

1.  The company and its activities

1.1  Legal form of the company
Meghna Insurance Company Limited was incorporated with Registrar of Joint Stock Companies & 
Firms, Bangladesh as a private company limited by shares bearing certificate of incorporation 
number C- 30434(1650)/96 March 18, 1996 under the Companies Act (XVIII)1994.

1.2  Registered office of the company
The registered office of the company is located at Banashilpa Bhaban (6th floor), 73 Motijheel C/A, 
Dhaka-1000.
    

1.3  Principal activities and nature of the business
The principal activities of the company are to carry on all kinds of insurance, guarantee and 
indemnity business other than life insurance business.

2.  Basis of preparation and presentation of financial statements
    

2.1  a) Statement of compliance  
The financial statements of the Company have been prepared in conformity with the International 
Accounting Standards (IASs), International Financial Reporting Staards (IFRSs), the Companies Act 
1994, the Insurance Act 1938 (as amended in 2010), the Insurance Rules 1958, and other rules & 
regulations applicable in Bangladesh. The policies, wherever appropriate, are explained in the 
succeeding notes.
     
b) Compliance of International Accounting Standards (IASs) And International Financial 
Reporting Standing (IFRS)
 
In preparing and presenting financial statements, considering relevant for the significant accounting 
issues of the company, following IASs and IFRs have been implemented by the company, which were 
issued by the Institute of Chartered Accountants (ICAB) formulated in the light of the IASs and IFRs 
issued by the International Accounting Standards Board and the conditions and practices prevailing 
in Bangladesh, and valid as on the balance sheet date:

Sl
No.

1

2

3

4

Complied

Complied

Complied

Complied

1

7

8

10

Presentation of Financial Statements

Statements of Cash Flows

Accounting Policies, Changes in Accounting Estimates and Errors

Events after the Reporting Period

Name of IAS

IAS

IAS

IAS

IAS

No. of IAS/IFRS Status
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

2.2  Other regulatory compliance  
The company also required to comply with the following laws and regulations in addition to the 
above mentioned compliances: 
i) The Income Tax Ordinance, 1984     
ii) The Income Tax Rules,1984     
iii) The Value Added Tax Act,1991     
iv) The Value Added Tax Rules,1991
v)  Stamp Act, 1899
     

2.3  Basis of measurement
The financial statements have been prepared on Going Concern Basis and the elements of financial 
statements have been measured at "Historical Cost". Revenues and expenses are recognized on 
Accrual Basis in accordance with the Generally Accepted Accounting Principles.

2.4  Responsibility for preparation and presentation of financial statements
The board of directors of the company is responsible for the preparation and presentation of 
financial statements under section 183 of the Companies Act, 1994 and as per the provisions of the 
framework for the "Presentation of Financial Statements" of International Accounting Standard 
(IAS)-1.

2.5  Reporting period
Generally, the accounting period of the company is from January to December of every Gregorian 
calendar year. Here, the financial statements of the company have been prepared for the period 
ended 31st December, 2019.

2.6  Components of the financial statements
According to the International Accounting Standards (IASs) 1 "Presentation of Financial Statements", 
the complete set of financial statements includes the following components:
             (i) Statement of Financial Position (Balance Sheet)
 ii) Statement of Comprehensive Income (Profit and Loss Account)     
 iii) Statement of Cash Flows     
 iv) Statement of Changes in Equity     
 v) Notes to the financial statements

5

6

7

8

Complied

Complied

Complied

Complied

12

16

4

24

Income Tax IAS

IAS

IAS

IAS

IAS

IAS

IAS

Property, plant and equipment 

Insurance Contracts

Related party transaction 

9 Complied32Financial instruments’ presentation  

10 Complied33Earnings per share

11 Complied37Provision, Contingent Liabilities and Contingent Assets 
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

2.7 Use of estimates and judgment
The preparation of financial statements in conformity with IASs/IFRSs require management to make 
judgments, estimates and assumptions that may affect the application of accounting policies and 
the reported amounts of assets, liabilities, income and expenses. Actual results may differ from 
these estimates and assumptions. Estimates and underlying assumptions are reviewed on going 
concern basis. Revisions to accounting estimates are recognized in the period in which the 
estimates are revised and in any future periods affected.

2.8 Functional & presentation currency
These financial statements are prepared in Bangladeshi Taka, which is the company’s functional 
currency as well as the presentational currency.

2.8  Materiality and aggregation 
Each material class of similar items is presented separately in the financial statements. Items of a 
dissimilar nature of the function are presented separately unless are immaterial. 

3.0  Significant accounting policies & applications
Specific accounting policies were selected and applied by the company's management for 
significant transactions and events that have a material effect within the framework of IAS-1 
''Presentation of Financial Statements'' in preparation and presentation of financial statements. 
Accounting and valuation methods are disclosed for reasons of clarity. The company classified the 
expenses using the function of expenses method as per IAS-1.

3.1  Cash and cash equivalents  
According to IAS 7 "Statement of Cash Flows", cash in hand and demand deposit, and cash 
equivalents are short-term highly liquid investment that are ready to convertible to known amounts 
to cash and which are to an insignificant risk of changes in value. IAS 1 "Presentation of Financial 
Statements" provides that Cash and Cash Equivalents are not restricted in use. Considering the 
provisions of IAS 1 and IAS 7, cash in hand and bank balances has been considered as cash and 
cash equivalents.

3.2  Statement of cash flows   
Statement of Cash Flows has been prepared in accordance with IAS 7 "Statement of Cash Flows" 
and the cash flow from operating activities have been presented under direct method as considering 
the provision of paragraph 19 of IAS 7 which provides that "Enterprises are encouraged to report 
cash flow from operating activities using the direct method".
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

3.3  Events after the Reporting Period 
In compliance with the requirements of IAS 10: Events after the Reporting period, Post balance sheet 
event that provide additional information about the company’s position at the balance sheet date are 
reflected in the financial statements where applicable and events after the balance sheet date that 
are disclosed in the notes when material.

3.4  Non-current asset
a) Property, plant and equipment
      
Recognition and measurement
Items of property, plant and equipment are measured initially at cost and subsequently at cost less 
accumulated depreciation in compliance with International Accounting Standard (IAS) 16 Property, 
Plant and Equipment. The cost of acquisition of an asset comprises its purchase price and any direct 
cost for bringing the asset to its working condition for its intended use. Expenditures incurred after 
the assets have been put into use, such as repairs and maintenance is normally charged off as 
revenue expenditure in the period in which it is incurred. Software and all up gradation/enhancement 
are generally charged off as revenue expenditure unless they bring similar significant additional 
benefits.
When parts of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment.

Subsequent expenditure on property, plant and equipment
The cost of replacing part of an item of property, plant and equipment is recognized in the carrying 
amount of the item if it is probable that the future economic benefits embodied within the part will 
flow to the company and its cost can be measured reliably. The costs of the day-to-day servicing of 
property, plant and equipment are recognized in the statement of comprehensive income as 
incurred.

Depreciation 
Property, plant & equipment are stated at their historical cost less accumulated depreciation and 
accumulated impairment loss in accordance with IAS 16 "Property, Plant and Equipment".
Depreciation is recognized in profit or loss on a diminishing balance method over the estimated 
useful lives of each component of an item of property, plant and equipment. For addition to property, 
plant and equipment, depreciation has been charged on additions from the date of the asset come 
in use. Land is not depreciated.

The rates at which property, plant and equipment are depreciated for current years are as follows:

Particulars
Office equipment
Furniture & fixture
Computer & Accessories 
Motor Vehicles 
Leasehold improvement
Other assets

15%
10%
25%
20%
25%
25%

Depreciation rate
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

Depreciation methods, useful lives and residual values are reviewed at each reporting date and 
adjusted if appropriate.

Disposal of property, plant and equipment
Sales price of fixed assets are determined on the basis of fair value of the assets. Gain or loss arising 
on the disposal or retirement of an item of property, plant and equipment is determined as the 
difference between sales proceeds and carrying amount of the asset and is recognized in profit or 
loss account as per provision of IAS 16: property, plant and equipment.

Impairment of assets
Property, plant and equipment are reviewed for impairment whenever events indicate that the 
carrying amount of a cash-generating unit (smallest identifiable group of assets that generates cash 
flows which are largely independent of the cash flows from other assets or groups of assets) may 
not be recoverable. In addition, assets that have indefinite useful lives are tested annually for 
impairment. An impairment loss would be recognized in the statement of comprehensive income to 
the extent that the carrying value exceeds the higher of the asset’s fair value less costs to sell and its 
value in use. 

Intangible assets 
Intangible assets (computer software) are recorded at historical cost less accumulated 
amortization; these are amortized on reducing balancing method using the rate at 25%.

3.5  Investment in share
Investments are initially recognized at cost including acquisition charges with the investments. After 
initial recognition investments in marketable ordinary shares have been valued at market price on an 
aggregate portfolio basis. Investment in non-marketable shares have been valued at cost. Full 
provision for diminution in value of shares as on closing of the year on aggregate portfolio basis is 
made in the financial statements.

3.6  Short term investment
The investment in fixed deposits with different banks which is not matured within the period of three 
months are considered as short term investment as they are not highly liquid investment with 
convertible to known amount to cash.

3.7  Premium and claim
The total amount of premium earned on various classes insurance business underwritten during the 
period has been duly accounted for in the books of account of the company and while preparing the 
financial statements the effect of re-insurance ceded as well as the effect of total estimated liabilities 
in respect of outstanding claims at the end of the period whether due or intimated have also been 
reflected in order to arrive at the net underwriting profit for the period.
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Meghna Insurance Company Limited
Notes to the Financial Statements

For the year ended 31 December, 2019

3.8  Revenue recognition
a) Premium recognition
Premium is recognized as revenue when it is received against any insurance policies issued after 
satisfying the following conditions as prescribed by IFRS 4 “Insurance Contracts”:

 i) The significant risks and rewards of ownership of the policies have been transferred   
to the policyholder;
 ii) The amount of revenue was measured reliably;
 iii) It was probable that the economic benefits relating to the transactions will flow to   
the company;
 iv) Neither continuing managerial involvement nor effective control usually associated   
with ownership of the policy was retained by the company; and 
 v) Cost relating to the transactions was measured reliably.

The sum of premium income as appeared in classified Revenue Account in net of the refund made, 
Re-insurance ceded and Re-insurance premium on Public Sector Insurance Business (PSB). The 
premium in respect of the company’s share of Public Sector Business (PSB) as well as re-insurance 
business is accounted for in the year with the relevant statements of the accounts from Shadharan 
Bima Corporation are received.

Amounts received against issue of Cover Notes which have not been converted into Policy are recog-
nized as income at the earlier of Cover Notes converted into Policy or after expiry of two years of 
Cover Notes in accordance with Shadharan Bima Corporation’s Circular.

b) Re-insurance Commission 
Re-insurance commission is recognized as revenue over the period in which the related services are 
performed. Necessary adjustment in respect of re-insurance ceded and accepted in Bangladesh has 
been made in respect of Revenue Accounts as per Agreement made between the company and 
Shadharan Bima Corporation (SBC).

c) Investment Income
Interest on Short Term Deposit/Fixed Deposit Receipts (FDR) and treasury Bond are recognized as 
revenue on accrual basis. Dividend income is recognized on accrual basis in the period in which the 
dividend is declared and approved in AGM whereas profit or loss arising from the sale of securities is 
accounted for only when shares are sold in the market and profit is realized and loss is incurred. Inter-
est on Fixed Deposit Interest income from fixed deposit is recognized on an accrual base in the 
period in which the income is accrual.
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3.09  Benefits, Claims and expenses recognition
a) Gross benefits and claims
General insurance claims include all claims occurring during the year and related internal and 
external claims handling costs that are directly related to the processing and settlement of claims, a 
reduction for the value of salvage and other recoveries and any adjustments to claims outstanding 
from previous year.

b) Re-insurance Claims
Re-insurance claims are recognized when the related gross insurance claim is recognized according 
to the terms of the relevant contract.

3.10  Employee benefit schemes
The company has a contributory provident fund for its regular employees. The fund is approved by 
the National Board of Revenue (NBR), administered separately by a Board of Trustees and is 
contributed equally by the company and the employees.
 

3.11  Taxation
Income tax on earnings for the year comprise current and deferred tax and is based on the applicable 
tax law in Bangladesh. It is recognized in the income statement as tax expense.

Current tax
Current tax is the expected tax payable on the taxable income for the year, based on tax rates (and 
tax law) which are enacted at the reporting date, including any adjustment for the tax payable in 
previous periods. Current tax for current and prior periods is recognized as a liability (or asset) to the 
extent that it is unpaid (or refundable). Provision for income tax has been made at best estimate 
keeping in view the provisions of Income Tax Ordinance 1984 and amendment made thereto from 
time to time. Applicable rate of income tax for the company is 40%.

Deferred tax
The company has accounted for deferred tax as per IAS – 12 “Income Taxes”.

3.12 Provision, reserve and contingencies
a) Provision for outstanding claims 
For non-life insurance contracts, estimates have to be made both for the expected ultimate cost of 
claims reported at the reporting date and for the expected ultimate cost of claims incurred, but not 
yet reported, at the reporting date.

b) Provision for un-expired risk
Surplus/(Deficit) on Revenue Accounts has been arrived at after making necessary provision for 
un-expired risk @ 40% of net premium income on all business except Marine Hull insurance for which 
provision has been made @ 100% on net premium income concerned.
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c) Reserve for exceptional losses 
A  reserve is maintained as requirement of paragraph 6(2) of 4th Schedule of the Income Tax 
Ordinance 1984.

3.13  Allocation of total management expense
Total related management expenses have been allocated among the different Revenue Accounts as 
percentage basis of their respective gross premium income.

3.14  Earnings Per Share
Earnings per Share (EPS) has been calculated in accordance with International Accounting Standard 
– 33 “Earnings Per Share” and shown on the face of profit and loss appropriation account and 
computation thereof is shown in note no. 26.

Basic Earnings Per Share:
This has been calculated by dividing the basic earning by the weighted average number of ordinary 
shares outstanding for the year.

Basic Earnings:
This represents earnings for the year ended on December 31, 2019 attributable to the ordinary 
shareholders.

Diluted Earnings Per Share:
Diluted EPS is calculated if there is any commitment for issuance of equity shares in foreseeable 
future i.e, potential shares, without inflow of resources to the company against such issue. There was 
no such commitment during the year and accordingly no dilution is required in the year 2019.

3.15  Related party disclosure 
As per International Accounting Standards (IAS) 24 “Related Party Disclosures”, parties are 
considered to be related if one of the party has the ability to control the other party or exercise 
significant influence over the other party in making financial and operating decisions. The company 
carried out transactions in the ordinary course of business on an arm’s length basis at commercial 
rates with its related parties. 

3.16  Events after the Reporting date.
There is no material adjusting or non-adjusting events after the reporting period.

3.17  Contingent liability and contingent assets
The company does not recognize contingent liability and contingent assets but discloses the 
existence of contingent liability in the financial statements. A contingent liability is probable 
obligation that arises from past events whose existence will be confirmed by the occurrence or 
non-occurrence of uncertain future events not within the control of the company or present 
obligation that is not recognized because outflow of resources is not likely or obligation cannot be 
measured reliably.
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3.18  Branch accounting
The company has 47 branch offices with no overseas branch as on 31st December 2019. Accounts 
of the branches are maintained at the head office.

3.19  Consistency of presentation 
In accordance with the IFRS framework for the presentation of financial statements together with 
IAS 1 and IAS 8, the company applies the accounting disclosure principles consistently from one 
period to the next. Where selecting and applying new accounting policies, changes in accounting 
policies applied, correction of errors, and amounts involved are accounted for and disclosed 
retrospectively in accordance with the requirement of IAS – 8.

3.20  Comparative Information
Comparative information has been disclosed in respect of the period ended December 31, 2019 for 
all numerical data in the financial statements and also the narrative and descriptive information 
when it is relevant for better understanding of the current year’s financial statements.

3.21  General
Figures appearing in these Financial Statements have been rounded off to the nearest taka.
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30.00 Board Meeting
During the year 2019, the company had a Board of Directors consisting of 10 members and 
held 6meeting throughout the year. Board of Directors of the company has formed other 
committees and sub committees like Executive Committee, Claims Committee and Audit 
Committee. Regular meeting of these committees were also held during this year.

31.00 Number of employees
The company had 686 numbers of employees for the whole period, there is no employee
getting remuneration less than Tk.3,000 per month.

32.00 Capital Expenditures Commitment
There was no capital expenditure commitment as at 31st December, 2019.

33.00 Claim not acknowledged as debt
 There was no claim against the company acknowledged as debt as on 31st 
December,2019.

34.00 Un-availed credit facilities
There was a credit facility available to the company from IDLC Finance Ltd and Schedule 
Banks under any contract availed of as on 31st December, 2019 other thantrade credit 
available in the ordinary course of business. 

35.00 Contingent Liability 
There was a demand of Tk.311,257,735 by the income tax authority for payment of tax in 
excess of the amount of management expenses claimed by the company during the 
accounting years from 2011 to 2016. The company filed a write to the High court division of 
the honorable supreme court of Bangladesh. The company is very much hopeful to get 
Judgement in its favor. Except this there are no contingent assets or liabilities and 
unrecognized contractual commitments at the balance sheet date.

36.00  Insurance Act Relevant Information
a) During the year under review nothing was paid to the directors of the company other than 
board meeting and committee meeting attendance fee.
b) During the year under review no compensation was allowed to the chief executive officer 
of the company or any member of the board for special service rendered.
c) During the year nothing was earned as per premium against guarantees issued. 
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