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Subject : Annual Report for the year ended December 31, 2012.
Dear Sir (s)

We are pleased to enclose a copy of the Annual Report of United Commercial Bank Limited together with
the Audited Financial Statements as at December 31, 2012 for kind information & record.

Yours sincerely

Sd/-
Mirza Mahmud Rafigur Rahman
Additional Managing Director & Company Secretary
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Forward looking statement

This announcement constitutes forward-looking statements about the bank, including financial
projections and estimates and their underlying assumptions, statéments régarding plans, objectives and
expectations or forecasts.

These statements include statements regarding our intent, belief or current expectations regarding our
customer base, estimates regarding future growth in our different business lines and our overall
business, market share, financial results and other aspects of our activity and situation relating to the
bank. The forward-looking statements in this document can be identified, in some instances, by the use
of words such as "expects", "anticipates’, "intends’, "believes’, and similar language or the negative
thereof or by the forward-looking nature of discussions of strategy, plans or intentions.

Such forward-looking statements, by their nature, are not guarantees of future performance and involve
risks and uncertainties, and actual results may differ materially from those in the forward-looking
statements as a result of various factors.

MNeither this presentation nor any of the information contained herein constitutes an offer of purchase,
sale or exchange, nor a request for an offer of purchase, sale or exchange of securities, or any advice or
recommendation with respect to UCB. Moreover, be informed that this document may contain
summarized information or information that has not been audited. In this sense, this information is
subject to, and must be read in conjunction with, all other publicly available information, including if it is
necessary, any disclosure documents published by the bank.

Finally, we caution that the foregoing list of important factors that may affect future results is not
exhaustive. When relying on our future oriented statement, to make any decision with respect to the
bank, investors and other should carefully consider the foregoing factors and other uncertainties and
potential events. We do not undertake to update any future oriented statement, whether written or oral
that may be made from time to time by us on our behalf.

06| United Commercial Bank Limited
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VISION

To be the bank of first choice through
maximizing value for our clients,
shareholders & employees and
contributing to the national economy
with social commitments

MISSION

To offer financial solutions that create,
manage and increase our clients’
wealth while improving the quality of
life in the communities we serve

CORE
VALUES

e We put our customers first

e We emphasize on professional ethics

e We maintain guality at all levels

e We believe in being a responsible
corporate citizen

e We say what we believe in

e We foster participative management

United Commercicl Bonk Limited | 07
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Strategic Priority

To make all the
stakeholders happy and to
~ make the entire banking
4 process an enjoyable

experlence for everyone

Continuous development
without compromising
needs of future
generation

Ensuring effective risk
management system
within entire phases of
activities

08 | United Commercial Bank Limited

To be compliant with all

" the rules and regulations

To ensure satisfaction of

all the UCB's customers

' - through delivering services

with the implementation of
world class IT
infrastructure

Focusing on Corporate

Social Responsibilities

(CSR) in a responsible
manner

To foster creativity,
innovation and diversity
with the view 1o
sustainable business
growth

To establish good
governance

“. To build & enhance brand

image
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Award & Recognition

&TH ICAR NATIONAL AWARD TOR BEST PRESENTED ANNUAL REPORTS 2001

Certificate of IWerrt

Cortifiod that Urnitea Commercial Bank Lid participated in the 12th KCAB
Natwwral fluw:f for Best Presentod Anmal Reporte 2017 ( ompwetition rvymf;.g'ﬂf 6!;
ﬂfﬂ' ﬁl‘iﬁ?lf’l' -I'?.f‘ {W Aﬁ{mﬂfm& ﬂ'f‘ Rﬁrﬁi’.& ??H..'i .I“-H'li' }'.'-I.'q' fﬁt'l-"n‘f d'l-l-'ql.l'n‘.i'[f
Cortifrcate of Merilin the Frivate Seclor Banles

This Certificate of Apprecistion has been awarded on the 158 day of October 2012
o a marke of recognifion of excellence.

;| { T

T n{-m,%'xﬂ-l of F
Abbas Uddin KKan FCA Md Syful Tslam FCA
Chalrmbn, Review Committee for Published Accounts & Reports Prascigin

We are honored with “12th ICAB National Merit Award for Best Published Accounts and
Reports 2011" by the Institute of Chartered Accountants of Bangladesh (ICAB) which recognises

our relentless efforts towards transparency in disclosure of information and adherence to best
accounting practices.

United Commerclal Bank Limited | 09
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Corporate information

Name

Legal Status

Date of Incorporation

Date of Commencement of Business

United Commercial Bank Limited
Public Limited Company

26 June 1983

27 June 1983

Vice Chairman
Managing Director
Company Secretary

Mr. Showkat Aziz Russell
Mr. Muhammed Ali
Mr. Mirza Mahmud Rafiqur Rehman

Date of Listing with DSE & CSE
Authorized Capital
Paid up Capital

30 November 1986 & 15 Novernber 1995
Taka 15,000 million
Taka 8,366 million

Total Manpower

Number of Branches
Number of AD Branches
Number of Agri. Branches

Number of ATM Booths

Auditors
Tax Consultants
Legal Consultant

Rating Agency

Registered office

Telephone
E-mail
Website
SWIFT

3,374
131
25
02
81

Syful Shamsul Alam & Co. Chartered Accountants
Mr. Md. Mosharrof Hossain, Advocate

T.LN. Nurun Nabi Chowdhury

Credit Rating Information & Services Ltd. (CRISL)

CWS(A) -1, Guishan Avenue
Dhaka-1212 , Bangladesh
02 8852500
info@uchl.com
www.uchl.com

LICBL BDDH

10| United Commercial Bank Limited



Key Milestones

Date

26 June 1983

27 June 1983

28 June 1983

28 June 1983

30 November 1986
27 December 1988
15 November 1995
19 October 2003
29 May 2005

20 July 2009

01 February 2010
28 January 2010
24 May 2010

01 November 2010
10 December 2010
24 January 2011
21 June 2011

03 August 2011

26 August 2012

Particulars/events

Ineorporation of the Company

Certificate of Commencement of Business

License issued by Bangladesh Bank

License issued for opening of first Branch (Principal branch)
Listed with Dhaka Stock Exchange Limited

50th Branch opening (Mohammadpur Branch)

Listed with Chittagong Stock Exchange Limited

Registered as Depository participant of CDBL

Trading of Shares started in Demat Form in Stock Exchanges

Opening of 1st ATM

Shifting Corporate office from Motijheel to Gulshan

Incorporation of UCB Securities Limited

100th Branch opening (Kanchan branch)

Opening of 1st Off shore Banking Unit at Gulshan, Dhaka
Change of Face Value & Market Lot of Shares

Obtained permission for issuance of Rights Share
Exempted from Early Warning Signal

Incorporation of UCB Investment Limited

Obtained permission for issuance of Subordinated Bond from BSEC

United Commercial Bank Umited | 11
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Group Corporate Structure

UCB
Investment
Limited

= Offshore
Banking

Secuities ) _ United
' Limited | Commercial
=y | Bank Limited

Offshore Baning Unit (OBU):

The Bank obtained permission for opening of Off-shore Banking Unit (OBU) vide letter no. BRPD (P-3)
744 (117)/2010-2577 dated 9th June 2010. Presently the bank has one unit in Dhaka in full pledged
functioning which formally commenced its operation on 10 November 2010.

UCB Securities Limited:

The UCB Securities Limited, a subsidiary of UCB was incorporated in Bangladesh as a private limited
gompany on 28 January 2010 under the Companies Act 1994. The main objective of the company is fo
provide stock brokerage and other related services to its clients.

UCB Investment Limited:

The UCE Investment Limited, another subsidiary of the bank was incorporated in Bangladesh as a
private limited company on 3 August 2011 under the Companies Act 1994, The vision of the company is
to be one of the best merchant bank in Bangladesh.

12 | United Commercial Bank Umited
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Executive Committee
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Board of Direciors and its committees as on December 31, 2012

Board Of Directors Executive Committee
Vice- Chairman Chairman
Mr. Showkat Aziz Russell Mr. M. A. Sabur
Directors Members
Mr. M., A. Sabur Mr. Md. Jahangir Alam Khan
Mr. Md. Jahangir Alam Khan Mr. M. A. Hashem
Mr. M. A. Hashem Hajee M. A. Ralam
Hajee Yunus Ahmed Mr. Saifuzzaman Chowdhury, MP
Hajee M. A. Kalam
Mrs. Nur Nahar Zaman Audit Committee
Mr. Saifuzzaman Chowdhury, MP
Mr. Sharif Zahir Chairman
Mr. Md. Tanvir Khan Mr. Md. Jahangir Alam Khan
Mr. Anisuzzaman Chowdhury
Mr. Asifuzzaman Chowdhury Members
Mrs. Sultana Rezia Begum Hajee M. A. Kalam
Mr. Shabbir Ahmed Mr. Saifuzzaman Chowdhury, MP
Mr. Ahmed Arif Billah Mr. Sharif Zahir

Managing Director

Mr. Muhammed Ali

Company Secretary

Mr. Mirza Mahmud Rafigur Rahman

United Commerclal Bank Limited | 18
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We Mourn

The Board of Directors and Management of the United
Commercial Bank Limited are extremely saddened to inform you
with a heavy heart that Alhaj Akhtaruzzaman Chowdhury, MP,
Honourable Chairman, United Commercial Bank Limited and also
the Honourable Chairman, Parliamentary Standing Committee on
the Ministry of Textiles & Jute has passed away on Sunday
morning, November 04, 2012 at Mount Elizabeth Hospital,
Singapore. {Inna Lillahe ...... Razeun). He was 67 at the time of his
sad demise. He had been suffering from renal ailments for a long
time.

Alhaj Akhtaruzzaman Chowdhury, MP was born on May 03, 1945
in a well reputed Muslim family at Haildhor village at Anowara
Thana in Chittagong. He was a well known personality adorned
with many titles such as industrialist, politician, philanthropist and
valiant freedom fighter. He had been elected four times as
Member of Parliament.

We, the members of UCB family, pray for the eternal peace of the
departed soul and extend our profound sympathy and share the
grief to the bereaved members of his family.

United Commercial Bank Limited




ANNUAL REPORT |

Directors’ Profile

Mr. Showkat Aziz Russell

Vice Chairman

X

Mr. Showkat Aziz Russell, one of the very brilliant; young & potential business personalities of contemporaneous generation is
the Vice Chairman of UCB. Concurrently he is the Managing Director of Partex Holdings Ltd, Amber Cotton Mills Ltd, Partex Rotor
Mills Ltd, Partex Energy Ltd, Partex Spinning Mills Ltd, Partex Board Mills Ltd. He is the Chairman of Board of Trustees of IBAIS
University .This eminent entrépreneur is also the Vice-Chairman of Bangladesh Textile Mills Association. He is also involved in
promoting games and sports of the country and presently he is the Chairman, Governing Body of Lt. Sheikh Jamal Dhanmiondi
Club Ltd. He played the most instrumental role in establishing Core Banking Software (CBS) in LICB for extending technology
based services for its vast clientele including unbanked people of the country through introducing UCASH, mobile banking
product of the Bank.

Mr. Showkat Aziz Russell comes of a well reputed Muslim family of Begumgonj in Noakhali, He was born on 16 November, 1972,
Being an MBA, he studied at home & abroad. He obtained his BBA degree from UK.

This visionary personality is making his contribution towards econoemy by introducing modern techriolegy, innovative ideas,
upgraded management system & generating employment in various sectors. He also patronizes different socio cultural organi-
zations to bring some meaningful changes in the society.

Mr. M. A. Sabur

Chairman, Executive Committee

Mr. M. A, Sabur, leading Industrial entrepreneur & Sponsor Director of UCB is the Chairman of Executive Committee. He is also
the Chairman of Masco Group and Maxim Group, a leading export house in textile sector of the country.

An MBA, Mr. Sabur is the son of Late Alhaj Raham Ali. He belongs to a respectable Muslim family and hails from Kanchon of
Narayanganj district. He is a member of IBA Alumni Association & also a golfer being lifetime member of Kurmitola Golf Club,
Dhaka and Bhatiary Golf Club, Chittagong. Mr. Sabur is actively associated with various educational & socio-cultural organiza-
tions of Dhaka & Chittagong.

This illustrious personality is guiding the Bank in exploring new opportunities of business procurement in this competitive
market.

United Commercial Bank Limited | 17
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Directors’ Profile

Mr. Md. Jahangir Alam Khan

Chairman, Audit Commitiee

Mr. Md, Jahangir Alam Khan, eminent industrialist and Director of UCB is the Chairman of Audit Committee. Simultaneously he
is the Chairman & Managing Director of J.K. Group of Industries, a leading business house in Textile sector.

Mr. Md. Jahangir Alam Khan, son of Late Md. Salamat Khan was born in a highly respectable Muslim family of Gohira, Raojan
in the district of Chittagong. He is the founder of J.K. Memorial Hospital (Charitable) at Gohira established under J.K. Founda-
tion. Mr. Khan is also the lifetime member of Bhatiary Golf Club, Chittagong & Bangladesh Red Crescent Society, Chittagong. He
was also the president of Chittagong Samity, Dhaka for consecutive two terms. For accelerating positive social changes, he
maintains a strong rapport with many other educational & socio-cultural organizations. Government of Bangladesh has
honoured Mr. Khan as CIP (Commercially Important Person) for his contribution to the national economy.

Mr. Khan is mentoring the Bank to ensure accountability & protect all the interest of the Bank to achieve desired standards.

Mr. M. A. Hashem

Director

Mr. M. A. Hashem, Chairman of Partex Group, one EI‘F the largest conglomerates in the private sector manufacturing and service
based enterprises in Bangladesh, is one of the Directors of UCE.

Mr. Hashem, son of Late Al-Haj Abdul Aziz, was born in a respectable Muslim family of Wasaqpur, Begumganj in the district of
Noakhali. He was former Member of Parliament. In the development tale of Bangladesh, his prudential initiatives & entrepre-
neurship will be remembered for a long time.

A reputed Industrialist and humanitarian, Mr. Hashem is actively associated with many educational and socio-cultural organiza-
tions of the country. He is also the founder member and current Chairman of Trusty Board of North South University, member of
Board of Trustees of the IBAIS University, founder of M. A. Hashem Diabetic Hospital, Chowmuhani, M. A. Hashem University
College, Kazirhat, Begumganj and Al-haj Abdul Aziz Lillah Boarding & Orphanage at Chowmuhani, Noakhali. He patronizes a
number of social, cultural, charitable & sporting organizations of the country as well.

18 | Urited Commercial Bank Limited
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Directors’ Profile

Hajee Yunus Ahmed

Director

Hajee Yunus Ahmed, eminent industrialist of the country is one of the Sponsor Directors of UCB. At the same time he is the
Chairman & Managing Director of Yunusco Group, Managing Director of Shore to Shore BD Limited & Adapt |D Bangladesh
Limited.

Hajee Yunus Ahmed, son of Late Hajee Gura Miah Sowdagar was born in a respectable Muslim family of Rasulabad, Satkania
in the District of Chittagong. A reputed philanthropist, Hajee Yunus is actively associated with many educational and socio-
cultural organizations of Chittagong and Dhaka.

Hajee M. A. Kalam

Director

Hajee M. A, Kalam, one of the Sponsor Directors of UCB is now the member of Audit Committee & Executive Committee. This
distinguished businessman is the Chairman of M. A, Kalam Ltd., United Overseas (BD) Ltd. and Arab Piantation Lid.

Hajee M. A, Kalam, son of Late Al-haj Mvi. Mohammad Hashem was born in a highly regarded Muslim family of Sadar, Kotwali
in the District of Chittagong. He is devotedly associated with many educational and socio-cultural organizations of Chittagong.
He is the founder of Hajee M. A. Kalam Degree College at Naikhongchari, Banderban and is the President of Arakan Historical
Scciety of Bangladesh.

Mrs. Nur Nahar Zaman
Director

Mrs. Nur Nahar Zaman is a Sponsor Director of UCB and wife of Bank's Promoter & former Chairman as well as esteemed
politician of the country Late. Mr. Akhtaruzzaman Chowdhury.

She is also the Director of Rony Chemical Industries Limited & Synthetic Rezin Products (Pvt.) Ltd. This magnanimous women
entrepreneur is associated with a number of educational & cultural organizations.

United Commercial Bank Umited | 19
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Directors’ Profile

Mr. Saifuzzaman Chowdhury, MP

Director

Mr. Saifuzzaman Chowdhury, Managing Director of Aramit Group, a leading conglomerate in Bangladesh, is the Director of UCE who
i5 also honorable member of the Parliament and Member of Parliamentary Standing Comittee on Ministry of Foreign Affairs. He was
born in a glorious & highly respectable Muslim family of Anwara under Chittagong District of the country.

Mr. Saifuzzaman obtained his higher degree on Business Administration from a reputed university of USA. After completion of his
education, he engaged himself in business. He is the former President of Chittagong Chamber of Commerce & Industries and is
associated with Port Users Forum, Bangladesh Better Business Forum and National Council for Industrial Development. He is a
member of the Syndicate of Southern University, Chittagong. He is also associated with a number of socio-cultural and philanthropic
arganizations.

As a future business leader of the country, this young, energetic and progressive organizer is working for the improvement of business
environment to make Bangladesh a hub of foreign investments.

Mr. Sharif Zahir

Director

Mr. Sharif Zahir, promising industrialist of the country, is one of the Directors and members of Audit Committee of UCB.

Mr. Sharif Zahir is at the same time Managing Director of Ananta Casual Wear Ltd, Ananta Properties Ltd, Ananta Energy Resources
Ltd, National Finance Lid, Confidence Industries Ltd, Ananta Apparels Ltd, Ananta Fashion Ltd, Ananta Group Ltd, Ananta Denim
Technology Ltd, He attained his Graduation from University of Texas at Austin, USA in Finance & Economics. Government of Bangla-
desh has honoured Mr. Sharif Zahir as CIP (Commercially Important Person) for his contribution to the national economy. With his
brilliance and originality, he is contributing in transforming UCB as a transparent & accountable organization, '

Mr. Md. Tanvir Khan

Director

Promising & young Director of UGB, Mr. Md. Tanvir Khan was born on September 14, 1983. He attained his BBA & MBA both
from University of Toronto, Canada.

He ig at the same time director of J.K. Fabrics Ltd, LK. Knit Composite Ltd. This budding industrialist is exploring new ideas to
improve the business environment for the contemporaries.

20 | Unted Commercicl Bank Umited
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Directors’ Profile

Mr. Anisuzzaman Chowdhury

Director

Mr. Anisuzzaman Chowdhury, a young and dynamic industrialist of the country is one of the Directors of UCB.

He is also Director of Ronny Chemical Industries Lid and Bitucom Ltd. He holds Graduation in Business Administration from
Palm Beach Atlantic College of USA. Mr. Anisuzzaman Chowdhury, was born in a glorious & highly respectable Muslim family of
Anwara under Chittagong District of the country.

With his brilliance and prudence, he has been contributing in UCB to reach its vision through providing best banking services in
the Country,

Mr. Asifuzzaman Chowdhury
Director

Mr. Asifuzzaman Chowdhury is one of the young & promising Directors of UCB. He comes of & very prestigious family of Anowara,
Chittagong.

Mr. Asifuzzaman Chowdhury is also the Director of Synthetic Rezin Products (Pvt) Ltd. and Ronny Ehﬂmicﬁ_ls Ltd. He atfained
his BBA from Atlantic University, Florida, USA. With innovative ideas this young entrepreneur is contributing to the nation.

Mrs. Sultana Rezia Begum
Director

One of the leading Women entrepreneurs of the country Mrs. Sultana Rezia Begum is the Director of UCB. She is the Wife of
former MP and State Minister Late Abul Khair Chowdhury who was one of the Sponsor Directors of UCB.

Mrs. Sultana Rezia Begum is also the Director of Somudra Jatra Shipping Lines Ltd, a pioneer enterprise in Shipping of the
country. This magnanimous donor unconditionally gives support toa number of charitable organizations.

United Commercial Bank Limited | 2]
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Directors’ Profile

Mr. Shabbir Ahmed

Director

Mr. Shabbir Ahmed is one of the Directors of UCB. He is the son of Late Farid Ahmed, a Sponsor Director of UCB. Mr. Shabbir
Ahmed was born on December 25, 1969 in Chandgaon, Chittagong.

This Promising Business personality is also the Director of Farid Level & Accessories, Sharafat & Brothers, Kashfi Knitting Ltd,
East End Automobiles Ltd. He also maintains strong relation with various educational & social organizations.

Mr. Ahmed Arif Billah

Director

Leading young entrepreneur of Bangladesh Mr. Ahmed Arif Billah is one of our Directors. He is the son of Mr. M. A, Sabur,
sponsor Director & previous Chairman of UCE. Mr. Arif was born on July 29, 1982.

Mr. Ahmed Arif Billah is alse the Managing Director of Masco Industries Lid, Masco Industries Ltd (Composite Knit Garments),
Masco Cottons Ltd, Mascotex Lid, MPL Wear Ltd. Masco Printing & Embroidery Ltd, Tasniah Fabrics Ltd. Masco Poultry Lid,
Masco Linens Ltd, Masco Yarn Dyeing & Printing Ltd, Shanta Expressions Ltd, Masco Exports Lid, Masco Overseas Ltd, Vargin
Grace Ltd, Masco Services Ltd, Congept Knitting Lid, and Masco Shares & Securities Lid.

In generating massive employment, Mr. Arif has an incomparable contribution towards economy & the country.

22 | United Commercial Bank Limited
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Key Management

Mr. Muhammed Ali

Managing Director

Mr. Muhammed Ali, a prominent and prefessional banker with more than 35 years of rewarding multi-dimensional experience in
banking and other fields of management, has joined UCB on ist November 2012 as Managing Director and CEQ. Prior to joining
UCE, he was the Managing Director of Social Islami Bank and befare that he was the Managing Director of Shahjalal Islami Bank.

Mr, Ali started his career with Sonali Bank asa probationary officer in 1977. In the process of career progression, he capitalized the
opportunities to work with many other banks like, National Bank, National Credit Ltd (subseguently emerged as NCC bank),
Standard Bank, Shahjalal Islami Bank and Social Islami Bank.

Throughout his career Mr. Ali has held different senior management positions in the arena of Credit, Foreign Exchange, Treasury,
international Division, General Banking Operations, Human Resources Development including commendable exposure in branch
banking and financial administration. It is worth mentioning that Mr. Ali demonstrated his capabilities to work as the Head of Credit,
Head of Treasury, Head of International Division and Head of Human Resources Development in few of the banks he worked for,

Mr, Muhammed Ali has proven track record in leading various teams in different banks contributing in business policy formulation
and strategy management. His intellectual competence reflects in his writings and publications in the national dailies covering
socio-economic and business development issues - 27 of such articles worth mentioning. Amongst other achievements, he was
awarded with prestigious gold medal twice, including & other awards for his contributions in banking industry. Mr. Ali has attended
a host of professional training programs including leadership both at home and abroad.

Mr. Ali is a post graduate in Economics with honars from the University of Chittagong and has keen interest in CSR, loves building
relationship with people and believes in professionalism in business management,

Mr. M. Shahidul Islam

Additional Managing Director

g. b

Mr. M. Shahidul Islam, a prolific banker who started his career in banking as a Management Trainee in National Bank Limited in
1984. He served National Bank Limited for fourteen years with his intelligence and prudence. Mr. Islam contributed in almost all the
areas of banking encompassing Corporate Credit, Foreign Exchange, Consumer Banking, Financial Administration Division and the
mast challenging- as Head of Branch.

in 1997, Mr. Islam joined Prime Bank Limited as Senior Assistant Vice President and served that Bank for eleven years. During his
tenure in Prime Bank Limited, he actively and assiduously contributed to the growth and development of the Bank by playing substan-
tial role as Head of Branch of some high profile branches and Head of different Divisions at Head Office. Subsequently, he was
elevated to the rank of Senlor Executive Vice President. Before joining UCBL, Mr. Islam was the Head of Credit-of Prime Bank Ltd.

In 2008, Mr. Islam joined UCBL as Deputy Managing Director. Since joining in UCBE, he has worked unremittingly to take the Bank to
its new height of excellence. In March 2011, he was elevated to the rank of Additional Managing Director in recognition of his contri-
bution to UCB.

At present, Mr. Islam is holding the helm of affairs of Corporate Banking Division, Information Technology Division, International
Division, Foreign Remittance, Card Business Division and General Services Division of UCBL.

24 | United Commercial Bank Limited
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Key Management

Mr. Mirza Mahmud Rafiqur Rahman
Additional Managing Director & Company Secretary

Graduated from Dhaka University (Hon's & Masters in English Literature & Linguistics), Mr. Mirza Mahmud Rafiqur Rahman
started his Banking Career in 1988. In his long 25 years of Banking Career, he has held many respensible management
positions in Corporate Affairs, Business Development, Human Resources, Public Relations and Company Secretariat etc. in
reputed Banks like UCB, The City Bank Ltd. and many other esteemed organizations. Prior to joining the Banking Industry, he
served in Cadet Colleges of the Country as Lecturer in English and also served abroad with dignified status,

His insight, aesthetic sense and visionary leadership combined with profound knowledge led to continuous growth in every
organization he worked for. He is an eloguent speaker and reguiarly attends financial institutions, press and electronic media
and other business forums as resource person. His involvement with many social and cultural activities earned him recognitions
from a number of socio-cultural organizations. His commitment to work and creativity commensurate with excellent knowledge
has contributed substantially in various areas of businesses and social works. He is an avid writer and contributes on business
and cultural topics in national dailies and periodicals frequently.

Mr. Mohammad Abu Abdullah

Deputy Managing Director, HRM & Organization

Mr. Mohammad Abu Abdullah, has joined United Commercial Bank Limited as the Deputy Managing Director (HRM &
Organization) as of 15th Novernber, 2011. Mr. Abdullah is well-known in HR profession in Bangladesh with track record of about
39 years of experience in HRM & IR both at home & abroad.

His core professional competence includes the following areas:
* QOrganization Development
* Human Resources Management
* |ndustrial Relations

He gained rewarding experience in Research, Training & Teaching HR & Industrial Relations with Bangladesh Institute of
Management during his early carger in the profession. He got citation and recognition by IBM (The then BMDC) for his research
work in labor laws case studies and publication. He served as a member of the 1st & 2nd Labor Court of Bangladesh for about
‘8 years in his mid career and made commendable contribution.

He spent prime period of his professional career with Unilever Bangladesh Limited of which last 10 years, he served as a
member of the Board of Directors with HR & 0D portfolios. While with Unilever, he had the opportunity to travel many countries
in Asia & Europe where Unilever operates with short term project assignments to work & operational attachments to see best
HR practices and gain professional expertise. His competence as a professional trainer and mentor worth mention,

Mr. Abdullah opted for early retirement from Unilever in 2005 and thereafter had the opportunity to work for Prime Bank
Limited, AB Bank Limited including Abul Khair Group on contractual basis.
He is happily married and blessed with a daughter & a son.
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Key Management

Md. Tariqul Azam

Deputy Managing Director

Ever since his joining in the UCE, Mr. Md. Tarigul Azam, a career banker, has been regarded as one of the highest contributing
members of the senior management of the Bank. A prudent risk manager by virtue of possessing diverse knowledge-base, deep
insight into both the financial and real sector, natural ability in prudent decision making, and the real pragmatism, Mr. Tarigul Azam
has been holding the position of Deputy Managing Director since May 30, 2012. He has since been assigned the responsibilities of
several key Divisions of the Bank; namely Risk Management Division, Credit Risk Management (CRM) Division, Small & Medium
Enterprises (SME) Division, Agricultural Credit Division, as well as Treasury Back Office. Side by side, he is the Chief Risk Officer (CRO)
of the Bank, thus, responsible for managing all the risks related to the business of the Bank.

Mr. Azam started his banking career, after completing MBA (Major in Finance) from the I1BA of University of Dhaka in 1979, by joining
Sonali Bank as Senior Officer on probation in 1980. He served there for long 26 years and was elevated to the rank of Deputy General
Manager, In these long 26 years, he worked at both Branch and Head Office levels spanning over all facets of banking business and
administration; namely General Banking, Credit Management in its entirety that includes specialty credit such as Foreign Trade Financ-
ing, Syndicated,/Club Financing, and such, Legal Affairs, Finance & Accounts, and Research & Development; in all possible capacities
i.e. from Desk Officer to Branch Manager to Head of Divisions. Such all round banking expertise eventually led him to join in UCE as a
3rd tier member of senior management in the year of 2006 and he has since been contributing tremendously for the Bank.

During this long career, he has attended many local and foreign trainings/ workshops/ seminars. He was/is also a regular
trainer/facilitator at Sonali Bank Staff College, Uttara Bank Training Institute, BASIC Bank Training Institute, BIBM, and of course at
UCB Learning & Development Center. He is also a Diplomaed Associate of IBB (DAIBB).

Mohammad Shawkat Jamil
Deputy Managing Director

Prominent Banker Mr. Mohammad Shawkat Jamil is serving as Deputy Managing Director of United Commercial Bank Limited
from May 30, 2012. Since then he has been leading many significant divisions including Structure Finance, Treasury, Merchant
Banking, Retail Banking, Finance & Accounts etc.

Born in a reputed Muslim family in Chittagong in 1958, Mr. Jamil has completed his MSS from University of Dhaka in 1982. He
started his career as “Probationary Officer” in United Commercial Bank Limited in 1983. He has worked in different sectors of
banking like general banking, foreign exchange, cradit etc. for the last 29 years, has a demonstrated experience in managerial
and leadership positions including 20 years as Branch manager. He had been serving as Senior Executive Vice President and
Head of Principal Branch of the bank, prior to taking over higher responsibility.

Mr. Jamil has attended different training programmes and seminars at home and aboard. Among them, the foremost to be
mentionad is the month long training programme on “Finance & Banking Management for South Asia Federation of AQTS Alumni
Societies” held in Osaka, Japan in 1997. He has also visited many countries including Thailand, Malaysia, Hong Kong, Singapore
and Australia,
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Management Committee

Muhammed Ali
Managing Director

i |

M. Shahidul islam Mirza Haahud Rafigur Rahman
Additional Managing Director Additional Managing Director

M. A. Abdullah Md. Tariqul Azam Mohammad Shawkat Jamil
Deputy Managing Director Ceputy Managing Director Deputy Managing Director

Md. Sohrab Mustafa
Senior Executive Vice President Senior Executive Vice President Senior Executive Vice President
International Division Credit Risk Management Division Special Asset Management Division
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Muhammad H. Kafi Mian Quamrul Hasan Chowdhury Mohiammad Hablbur Rahman Chowdhury, FCA
Senior Executive Vice President Senier Executive Vice President Executive Vice President & CFD
IT Division & Gard Cperation Internal Control and Compliance Diviston Finance & Accounts Division

Sarder Akhter Hamed N. Mustafa Tarek Md. Shams-Uddin Ahmed
Executive Vice President Executive Vice President Executive Vice President
Retail Banking Division & Card Business General Services Division MD's Secretariat

Abu Sadeque Miah Md. Ekram Ullah Abu Shamim Mohammad Arif
Senior Vice President Senior Vice President Senijor Vice President
General Banking and Development Division Human Resources Management Division Structured Finance Division

Mohammad Shariful Islam Md. Al Tamas
Viee President Vice President
Treasury Division Merchant Barking and Portfolio Management
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Chairman’s Message

Dear Shareholders,

United Commercial Bank Limited founded on the principles of accountability, transparency and integrity has completed its
operations stretching over a period of three decades. The odyssey is studded with string of success functioning under dynamic
leadership of Board of the Directors and efficient management. Our rigorous internal standards have been created with the
thrust to reach the peak as a dynamic and futuristic bank. And the success story is vividly fecused in this Annual Report.

On behalf of the Board of Directors, | would like to have the pleasure to present you the review of the activities of the Bank while
we are stepping into the new financial year. The Bank has ended the year with solid earnings, steady balance sheet and equity
position and finally emerged as a strong banking institution. We will ensure in the process a rapid approach in dealing with the
developments allowing us to exploit the available opportunities out of the challenges.

. Despite all external and internal financial crises, global recession and political upheavals United Commercial Bank Limited
' has dealt efficiently with the developments in econemic sector in last year with special focus on enhancing performance,
financial sclvency, assets equality and foundation for future growth which resulted in the achievement of a gross profit of

BDT 5,762 Million in the year 2012.

A Over a period of time, UCB managed to chain out a huge network of 131 Branches to ensure smoocth access of financial
services at the doorstep of every community.

£ UCB has made agreement with renowned global Software Company Oracle Financial Services Software Limited and
Data Edge Limited for the license and implementation of Oracle FLEXCUBE UES as Core Banking Software. This
pragmatic and state of art project has been undertaken to enable technology innovation, enhanced operational efficiency,
control and diversified delivery channels in our banking operation. This software will direct to develop new and diversified
products, which in consequence will help to explore more low/no cost fund. It will also be a catalyst for creating more
alternative delivery channels.

' It is heartening to inform you that Subordinated Bond has been issued. The objective behind issuance of Subgrdinated
Debt is to further strengthen the capital base as Supplementary (Tier-2) Capital of the Bank and to comply with the capital
adequacy requirements as per BASEL, which will enable the Bank to reach sustainable growth in business. Furthermore,
the Bank has planned to run the business more smoothly by opening more outlets throughout the country with the
increasing market demand for banking services and requests from the valued customers.

<~ We feel proud to announce that we have shifted our head office to splendid premises in Gulshan, fully eguipped with
modern facilities. In addition, | cannot resist myself informing that we have got our own land in the prime location of
Gulshian. We will start to develop UGB Head Quarter very so00n at our own premises being first of its Kind. This investment
will invariably increase the Bank's asset, which ensures its long term commitment towards the industry.

2. Since its inception in 1983, United Commercial Bank Limited is highly devoted to provide best financial services and
products to society. In turn, the well-being of society has extremely been integrated to our promise as Corporate Social
Responsibility. We have got ourselves firmly engaged in various social causes and emergencies to move forward in
creating a green and sustainable society. We are -actively participating in various issues for the betterment of health,
education, sports, arts & culture, response to natural disaster & climate change, socio-economic development etc.
| am really overwhelmed with joy to inform you that we have spent. an amount of Taka 41.44 million to CSR in the year
2012,
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Ventures up Next:

L] .

T UCB is going to expand its window towards global horizon by setting up a Rep-office in Singapore for better fund
arrangement & management. Our ultimate objective is to set up Investment Banking (IB) subsidiary in Singapore, This
will allow us design flexible financial product & long-term source of financing through effective fund management.

% UCB is well on mark to roll out 500 kiosks across the country within 24 months of successful implementation of Core
Banking Software.

7 The pattern of banking has undergone massive changes in relation to introduction of newer technology. To catch-up with
the change, UCB is going to provide mobile financial services with a view to ensure tactical way of economic empowerment
of mass people staying out of banking services. We are also actively planning to go for Agent Banking which Is a very new
concept of banking around the globe.

=T We would like to embark on the concept of Merger, Acquisition or Takeover, a very common trend in any industry all ever
the globe. This sort of situation is likely to arise in the country. The above aspects of corporate strategy in fact help
organizations grow more rapidly. These events basically aim to substantiate growth, larger market share, higher
profitability, competitive edge over competition and strong brand equity. UCB is set to formulate strategy to deal with
similar situation deftly.

=~ UCB is firm to continue its desperate effort for investing in its: brand recognition, customer service, staff-welfare,
products, eperations and Information technology., We have also carried out different Enterprises like organizational
re-structure, commencing of a modern and well-equipped Learning & Development Centre etc.

% Last but not the least, UCB has planned to revamp its following five Business Segments by engaging competent resource
personnel with a view to generate desired level of profit.

“~ Corporate Banking

SME Banking

Retail Banking

Treasury & Financial Institution
Probashi (NRB) Banking

J
.-‘lll-

1
-

To conclude, | would express my sincere appreciation to the regulatory bodies for their ample and absolute commitment to the
development of banking sector of the country, | would also like to take this opportunity to extend my thanks and appreciation to
the member of the Board of Directors of the Bank for their dedicated and sincere efforts in the development of the Bank, to
shareholders, clients and stakeholders of the Bank for their continued confidence and support.

A word of thanks is also extended to the Bank's Management and staff for their Truitful Endeavour and sincere dedication
towards the growth of the Bank.

Thanking vou all.

Showkat Aziz Russell
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A Foreword on Bank from the Managing Director

Honorable Shareholders, Respected Members of the Board of Directors and my beloved Team Members of UCBL.
Assailamu Alaikum

The important part of the bank is to get values and assumptions to figure goals of the organization for the year that developed
from experiences and performances of the previous years, The past business experiences were extremely challenging for us as
faced from increasing competition as well as increased volatility in various rates in deposit & advance, exchange rates, share
prices and above all, deep recessions and deteriorations in credit guality.

In this perspective, credit risk of the bank needs to be managed and as such, a robust process is required that enables our bank
to proactively manage loan portfolios in order to minimize losses and garn an acceptable level of return for shareholders. The
Bank is therefore, conducting a thorough credit and risk assessment prior to the granting of loans, and making resolute steps
to introduce to provide a structured way of identifying and analyzing potential risks; and devising & implementing responses
appropriate to their impact as per Risk Management Guidelines of Regulator.

In fact, on my assumption of office of the Managing Director of the Bank in November 2012, l-always tried to put my determined
efforts to operate the bank professionally in the most effective manner to persuade success of the bank. The last part of the
year-2012 was a year for the Bank to adopt strategic policy reviewing status of on date business for its consolidation to required
with reforms & restructuring programmes.

LUCB is now operating with 131 branches and expected td open 08 more branches in 2013, it has solid deposit bucket of
17053.05 crore Taka against 13607.46 crore in loans & advance while the bank fetched Tk.18487.32 Crore in foreign exchange
business. The Bank registered an operating profit of Tk. 576.22 crore in the year 2012. The Classified Advance was Tk. 501.56
Crore with 3.6% of total Loans & Advances.

The Bank, at the other extreme, is characterized with sound credit indicating adequate safety for timely repayment of financial
obligations as reflected in its Long Term Credit Rating * AA-" while its Short Term Rating “ST-2" showing liquidity factors are
strong and supported by good fundamental protection factors.

UCB has excepltionally solid supportive client base and has therefore, taken a renewed drive aimed at consolidating its business
in more focused areas like SME, agro-finance, Export-import & remittance business. It has its inner future plan to make the
entire banking service an enjoyable one for customers as to foster Creativity, Innovation and Diversity.

The bank has already initiated a drive in impleme nting the Core Banking Software with the aim to serve the customers to their
highest satisfaction. It is expected to become an IT driven banking organization centralizing its information collection, process-
ing, storage and dissemination with a prime objective to provide cost effective banking service for maximizing the customer's
satisfaction through state of the art technology.

Overview of Bangladesh Economy

Bangladesh continued to experience a healthy economic growth despite global economic recession. The country performed well
with 5.8 percent growth in GDP in July-2010 and nearly 6.7% in 2011-2012 although inflation was volatile with 10-14%. The
GDF is expected to be 6.5% plus despite many opposing farces which may not achieve the ta rget of 7.2% as announced in the
budget of 2012 and to achieve this goal of the Government; the Banking industry of the country is contributing tremendously.

The World Bank while reviewing the Bangladesh Economic Update October 2012 observed that GODP will grow at around 6% in
FY 2013, despite an unfavorable global economy, Bangladesh has maintained 6% plus growth over most of the last 10 years
through strong export and remittance growth:

Export

Export earnings were USD.24.29 billion in |ast financial year. in the first five months of this FY, exportincome was 10.13 billion
US dollar with growth rate of 4.36%. Analyzing comparative position, the export income was USD 1900.89 million in
September2012 while UDS 1447.47 million in September 2011 showing an increase of 31.33% in September 2012 against
September 2011.

During the July-September of 2012-2013 F‘\", Export of RMG was 39.05%, Knitwear 40.37%, Frozen Foods 2.06%, Jute and Jute
goods 3.99%, Hides & skin 1.20%, Home Textile 2,16%, Footwear 1.77% which is 91.60% of total Export of the country. Major
export trading partners were EU with 51.60% USA with 20.14 %,Canada 4.67 %, & Japan 2.85%.
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import

Import in July-October of FY 2012-13 was USD 11939.8 million against USD 12438.7 million in FY 2011-2012 recording
decrease of 4.01%. Food Grain Import was USD 120.01 million while import of Textile was USD 1419.3 million, Edible oil- USD
1008.9 million, Petroleum products- USD 934.3 million, Raw cotton and yarn-USD 1247.3 million, Capital machinery - USD
753.3 million and others-USD 5836.4 million.

Remittance

Remittances from Bangladeshi nationals working abroad recorded USD 12.84 billion reflecting higher growth in the last
financial year. During the first 5{five) months of the present financial year, foreign remittance recorded USD 6.11 billion. It is
expected that foreign remittances may exceed USD 14 billion.

There has been a significant growth in remittance earnings of Bangladesh from USD 1949.32 million in financial year-2000 to
USD 12.84 billion in financial year-2012. It has really played a significant role in offsetting our merchandise trade deficit to a
large extent.

UCBL Strategy

UCBL has set its strategy to convert all its banking activities from traditional branch-based banking system to a centralized
processing unit (CPU) based banking, maintaining growth of leadership at branch level as well. United Commercial Bank Limited
has projected its business plan for the year 2013 with the slogan, “the yvear 2013 is the year of Business Consolidation”,

Therefore, UCBL strategic plan for 2013 refers to Consolidation of Business/ Maintaining Asset quality /Keeping strategic
insight on sustainable profit growth.

The phrase "People, Planet, Profit” promotes the idea that business must consider; first people, second planet —the
environment they live in and the third profit for sustainable growth of human civilization in a eco-friendly balanced earth. The
UCBL Should embracethe 3 P's as referred above to benefit the people around it, business it deals in and the profit to be earned
on the context of social upliftment.

In fact, prabable business growth of the Bank will not be achievable without Structured Banking, and as such, UCBL under its
organizational Development/ restructuring process, has among others, taken the following positive steps:

« |Implementation of Core Banking Solution (CES)/Introduction of new Corporate Organogram,/Manpower Planning
2013/Employees Performance Evaluation/ Introduction of Cluster Management Unit / Changes in Branch
Operations Modality/ Changes in Divisional Structure at Corporate Office.

* Introduction of Concurrent Audit System,/ Formation of RMG & Textile Division/Formation of Special Asséts
Management Division/ Recasting Internal Control & Compliance Division.

= Formation of Core Decision Making Committee (CDMC) at highest Management level for excelling participatory
Management/Formation of Centralized Trade Processing Unit (CPU) at International Division, Corporate Office to
excel foreign trade business through non-AD- branches; and Restructuring Card Division with separate Business
and Operation Units.

With the accomplishment of the aforesaid restructuring programmes, the bank can be able to achieve the corporate objectives
in regard to:

* Better customer focus / Performance Management

+ Better risk management / Efficiency & Productivity level increase

= Accountability & Reward culture.

Core Risks Management

LCBL has now been adopting the Risks Management Guidelines of Bangladesh Bank. The Risk Management Unit of the bank
is functioning to ensure practice of core management system in the bank. The Bank has its own Investment Risk Management
policies and procedures; and using various process of investment risk management, the bank is now capable of proactively
manage investment portfolios in order to minimize losses and earn an acceptable level of return for shareholders and thus to
ensure quality asset of the bank. The Bank's core market target is made up of manufacturer, traders, professionals, small and
medium enterprises,; and other operators in the middie-market segment of the economy.
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The management has now been able to set an ideal credit portfolio catering to very dependable business houses invelved in
trade, commerce and industry. UCBL furthermore adopted core risk guidelines on Money Laundering Risk along with other core
risks guidelines in order to establish compliance culture in the bank.

Human Resources Development

The bank's palicy on Human Resource Management is proactive. The HR mission will be the preferred employer of the choice.
The HR pool of the bank will be guided to harness the maximum benefits from the alternative delivery channel.

UCBL believes that investment in Human Resource Development is the key to maintaining continued growth of the Bank.

The bank in support of its strategy for human resources development focuses on attracting & motivating the very best
individuals and encouraging talent human resources of the bank.

The bank recruits people from all sections of the society, as it believes that competent human resources are vital to growth &
success of the bank. The bank is offering congenial working environment & competitive compensation package. The
management team of the bank with their talent & skill has now been working for business excellence of the bank with new
pledge based on professionalism, team work, strong bondage of interpersonal relationship with good governance.

Information Technology

The state-of-the-art banking software of the bank will enable to perform as any branch banking service to the clients. Our
products & services are strongly backed by IT infrastructure, which are upgraded & expanded on continuous basis. ATM booths
were instailed in key branches and places, which will be expanded regularly. The Bank is providing customers service through
on line facilities/SMS Banking with the objective to provide higher customer service satisfaction through state of the art
technology. The bank is going to introduce Internet banking and mobile-based remittance payment systems to reach the UCBL
se_ﬁﬁtes to the doorsteps of the customers.

Maobile Financial Services

UCBL is seeking to provide banking services with all modern technologies to its customers both banked and unbanked segment
of the population. The bank has a vision to provide Mobile Financial Services to the unbanked people and banked customers.
The Bank brings the financial services at the door step of common people as well as compliments the branchless banking. UCB
made understanding with ROBI to introduce 'UCASH’ under Mobile Financial Service with some unigue distinctive essence to
cater financial services to clients.

Corporate Social Responsibility

As a first generation bank, United commercial Bank Limited is guite conscious of its social responsibility and always trying to
participate in social cause program in the country. The bank believes that any kind of social & philanthropic activities would
improve the guality of the lives of the poor masses of the country. The UCEL aims to be a responsible corporate citizen, by
identifying opportunities for service to the community and exploiting such for common good.

The bank will try to earn highest corporate image and recognition from the valued clients by dint of its social commitment and
corporate social responsibility programs and excellent services. Corporate Social Responsibility (CSR) of the bank is in fact,
an instrument to make business more commitled towards social needs and national development through ethical and
commercial conduct,

Lastly, | on behalf of the management team most humbly submit to the greatness of Almighty Allah (SWT) soliciting Thy's mercy
to pave the journey towards glorious success of the Bank. | would take the privilege also to seek cooperation & support of the
honorable members of Board of Directors, Shareholders, Valued clients, well wishers, patrons as well as from the regulatory
bodies i.e. Bangladesh Bank, Securities and Exchange Commissions, Stock Exchange, National Board of Revenue ete. to reach
the cherished goals.

Sd/-
Muhammed Ali

Managing Director
United Commercial Bank Limited
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5 Years' financial summary
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(Figures in million Taka except ratios and per share data)

Results of operation 2008 2009 2010 2011 2012
Interest income 5,749.29 6,965.32 9,468.36 15,351.63 21,318.92
Interest expense 3,740.77 4,348.23 5,632.95 10,203.21 14,705.21
Net interest income 200852 2,617.09 3,835.41 5,148.42 6,613.71
Mon-interest income: 2,100.91 2,574.97 4,018.47 4,145.95 3,563.95
MNon-interest expenses 1,655.54 2,066.589 3,120.76 3,321.46 4.415.44
Nét non-interest margin 441.37 508.08 89771 824.49 (851.49)
Operating réevenue 4,109.43 5,192.06 7,853.88 Q9,204 37 10,177.66
Operating profit 2,449.89 332517 4,733.12 5,872.91 5, 762.22
Profit before tax 1,463.01 1,541.86 3,632.60 517291 3,739.06
Net profit 764,75 932.90 218243 2,945 .80 1,586.13
Balance Sheet

Authorized capital 1,000.00 1,000.00 8,000.00 £,000.00 15,000.00
Paid up capital 299.20 1,193.83 2,909.95 1,274 .88 8,366.12
Shareholders' equity 4,384.24 5, 70547 T7.817.27 15,966.41 18,171.02
Deposits and other accounts 54,485.27 77,730.40 113.070.78 13948475  170,530.54
Loans and advances 44.446.33 61,692.22 93.560.70 115,506.33 136,071.65
Investments 7,200.68 9,346.39 15,048.23 19,383.42 26,090.32
Fixed assets 9899.19 1,305.81 1,966.35 3,288.09 B, 222.78
Off-balance sheet exposure 18,085.80 22.098.19 40, 797.74 40,255.37 52,153.26
Total assets 64,794.86 90,483.78 129,877.03 168,881.78 207 448.38
Total liabilities 60,410.62 a4,778.32 122,059.76 152,925.36 188,2771.37
Share Information

Market price pershare (of Tk. 100 each) 3,190.00 3,190.00 n/a n/a n/a
Market price per share (of Tk. 10 each) n/a n/a 226.70 43.90 23.60
No. of shares outstanding (of Tk, 100 each) 2.99 11.94 n/a n/a n/a
No. of shares outstaniding (of Tk. 10 each) n/a n/a 291.00 72749 836.61
Earnings per share (of Tk. 10 each) basic 25.56 3118 7.50 4.20 1.90
Earnings per share (of Tk. 10 each) restated 0.91 1.12 2.61 3.52 1.90
Dividend 25% B 30% B 25% B 15% B 12% 10%

MNet asset value per share (of Tk. 10 each) 146.53 47.79 26.86 21.95 21.72
Price earning ratio (times) 12.48 10.23 30.23 10.45 12.45
Market capitalization (in million Taka) 85,446.36 380,830.84 659 686.46 319,367.40 197,440.34
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5 Years' financial summary

{Figures in million Taka except ratios and per share data)

Financial ratios (%) 2008 2009 2010 2011 2012
Cost-income ratio 40,38 38.81 39.74 35.74 43.38
Credit-deposit ratio 81.57 78.37 82,75 82.81 79.79
Debt equity ratio (times) 12.43 13.62 14.46 8.74 9.38
Non-performing loans 4.62 2.63 1.20 1.79 3.69
Return on assets 1.18 1.03 1.68 1.74 0.76
Return on equity i7.44 16.35 2792 18.45 .73
Burden coverage ratio 126.60 124.58 128.77 124.82 80.72
Cost of fund 11.32 10.72 9.81 11.08 12.46
Yield on advance 14.02 13.78 12.89 14.81 16.23
Other informations

No.of branches 84 o8 107 115 130
MNo. of ATM 12 54 i 81
MNo. of employees 2,092 2,508 2,738 2,982 3,374
MNo. of foreign correspondents 257 274 296 333 357
Other business (in million Taka):

Import " 60,009.00 5885700 8666650 9091970  94,843.80
Export 36,500.00 38,519.00 50,712.10 76,962.80 78,309.10
Remittance 4.466.00 4.914.00 5,452.10 16,802.80 14,848.30
Capital measures (in million Taka):

Total Risk Weighted Assets 46,247 .16 6544012 144,080.55 155, 231.89 177,900.41
Total Capital (core capital & supplemental capital) 4,780.38 6,035.00 9,085.83 16.877.06 18,455.74
Capital Adeguacy Ratio (%) 10.34 9,22 6.31 10.87 10,37
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Graphical Review
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Graphical Review
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UCB has a set of versatile products & services:

Deposit Products Loan Products Other Services

Current Deposit Trade Finance Western Union Money Transfer
Savings Deposit Industrial Finance SMS Banking Service

Special Notice Deposit Import Finance Online Service

Fixed Deposit Export Finance Inward & Outward Remittances
Foreign Currency Deposit A/C Loan Syndication Travelers Cheques

UCB Multi Millionaire: Working Capital Finance Underwriting and Bridge Financing
UCB Money Maximizer Packing Credit Locker Service

UCB Earning Plus Transport Loan Offshere Banking

UCB DPS Plus Lease Finance Loan Syndication

UCB Youngsters Savings Hire Purchase Loan

UCE Youngsters DPS House Building Loan

UCB Savings Plus Home Loan

UCB Women's Savings Consumer Credit Scheme

UCB Women's DPS Plus Auto Loan

UCEB NRB Savings Doctors Loan

UCB NRE DPS Plus Marriage Loan

UCB RMG DPS Plus Education Loan
Hospitalization Loan
Travel Loan

CNG Conversion Loan
Home Mortgage Loan
House Hold Durable Loan

Credit Card

LN 1 .
A A T A
l- 1] [ I1 }tlrr"". :‘}1‘ l_ll-. -.:r-rr % A% "'l_'.r -lll' i
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UCB Product Profile

VISA Debit Card

Withdraw money (minimum Tk. 100) with absolutely no
charge from any UCB and Dutch Bangla ATM 24/7 with this
card. Transferring and withdrawing money from different
personal accounts can be made with the same card. It also
gives access to the largest network of VISA POS terminal at
different shops.

VISA Credit Card

Shop, dine and travel with UCB VISA Credit Card and get
discounts. Only 18 transactions can waive annual fees.
The card comes along with 3 supplementary cards with no
annual fees,

Youngsters
Savings Account

'‘UCE Youngsters Savings Account’ is a condition free
Savings Account which offers daily product basis interest,
where no conditions will apply on transactions and
amounts.

Youngsters DPS

‘UCB Youngsters DPS' is a recurring monthly savings
scheme for Youngster students of any school/institution. It
is a monthly savings plan created for developing the savings
habit of Youngsters for their better future and turning small
savings into a large amount of money over a certain period
of student life,

A6 | United Commercial Bank Limited
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UCB Product Profile

Home Loan

From buying an apartment to building/renovating your own
heme get up to Tk. 100 lacs as loan and repay within a 20
year period of time,

Car Loan

Get 30% of the total value of a car as loan and repay within
upto 60 installments.

Women'’s Savings & DPS

This product has been designed with special interest rate to
encourage women o develop savings habit for their better
future and turn small savings into a large amount over a certain
periad of time.

Travel Loan

Discovering new places is now more possible with UCB
Travel Loan. With a repayment period of 36 months new
destinations just got closer.
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UCB Product Profile

NRB Savings & DPS

This is a recurring monthly savings scheme for Non-Resident
Bangladeshi Citizen. It is a monthly savings plan designed for
developing the savings habit of NRB citizens and turn small
savings into a large amount of money over a certain period of time.

RMG DPS Plus

LCB has designed to provide the opportunity of vour better
future by developing savings habit and turn your small savings in
to a large amount after a certain period of time.

DPS Plus

Save Tk. 500 to Tk. 25,000 for the period of 5 to 10 years
and earn huge profit at the time of maturity. Avail loan
facility upto 90% of deposited amount instantly.

Multli- Millionaire Scheme

Be a multi millionaire within a period of 5 to 10 years and
earn Tk. 10 lacs to Tk 1 crore at the end of maturity. Avail
loan facility upto 90% of the deposited amount instantly.

48 | United Coammercial Bank Lirmited



[ |
!

ANNUAL REPORT \|

UCB Product Profile

Money Maximizer

Deposit Tk. 25,000 to Tk. 25,00,000 and get double the
amount just after 6 years. Avail loan facility upto 90%
instantly.

Earning Plus

Make a deposit of Tk. 50,000 or its multiple for 3 or 5
years' term and get extra amount monthly or quarterly.
Avail loan facility upto 20% instantly.

Offshore Banking

No matter how far the distance is or how complex the
process might be, we will be there to cater all your Offshore
Banking needs.

Navigating your international trade across the globe will be
much easier from now an.

Remittance

Centralized Foreign Remittance Centre, located at the
central branch of UCE, delivers money to the clients very
efficiently. UCB Remittance has extremely competitive
exchange rate, fastest delivery time and online banking
facilities.
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Contribution to National Economy

At UCB we always recognize that we have certain responsibilities to the development of the
society and the country as a whole. We aspire to be known as a bank that builds enduring
relationship with and delivers value faor our clients, shareholders, employees and the commu-
nity where we work.

Financing support to industry, SMEs, individuals etc - As a banking service provider UCB
contributes to the economic prosperity by providing financial products and services to the
industrial undertakings including SMEs and the society. Based on the financials as on 31
December 2011 the size of total credit exposure of UCB with 28,148 no. of clients is Tk.
136,072 million (2011: 25,059 no. of clients, Tk. 115,506 million).

Employment : We make an economic impact by creating employment and a welltrained
workforce. UCB and its subsidiary employed as many as 3,374 employees as on 31 December
2012 (2011: 2,982). During the year 2012 United Commercial Bank paid total of Tk. 2,374.13
million as salaries and allowances to its employees (2011; Tk. 1,795.47 million) and spent Tk.
19.76 million for training and HR development (2011: Tk, 27.67 million).

Tax payment : United Commercial Bank contributes to the economy by paying tax and VAT as
per the prevailing laws and regulations. During the year 2012 UCB provided Tk, 2,152.94
million as provision for tax 2011: TK. 222711 million), We also pay VAT @15% on the fees and
commission income of the bank. On the other hand, we collect tax and VAT at source while
paying various bills and ensure payment of such withholding tax and VAT to the government
exchequer.

Payment of dividend : We recognize our fiduciary duty to our shareholders and seek to estab-

lish constructive relationships. We are focused on maximizing longterm and sustainable

sharehaolders’ value through strong financial performance and returns. Over the past many

years, UCB paying a satisfactory return (dividend) to its shareholders. The Board of Directors of

the bank proposed 10% cash dividend to its shareholders for the year 2012 (in 2011 the bank

has also paid total 27 percent dividend comprising 15 percent stock dividend and 12 percent Loans and Advances
cash dividend). (BDT in millian)

Market capitalization : UCE started its journey with a capital of TK. 35.50 million in the year

1983. At the end of the year 2012 UCB's total size of capital is Tk. 8,366.12 million equivalents _-
to market capitalization of Tk.197,440.43 million (2011: paid up capital Tk.7,274.88 million, ;
market capitalization Tk, 319,367.23 million). % a : '

L

Donation & sponsorship : We always agree in building prosperity by supporting a broad f8nge * . .0 2008 2010 2011 9012

of socio-economic causes through donation and sponsorship. We believe, in order to reach our
potential, we need to earn the respect of our stakeholders. We have learned by last three
decade that the best way to do that is to foster creativity, innovation and diversity throughout
our ventures, of course aligning business practices with highest values. We dream to crafting
a way of social business ratherthan commercial business objective only. During the year 2012
the bank expended Tk. 11.17 million for donation and sponsorship (2011: Tk. 4.6% million).

Development without compromising the needs of future generation - We firmly believe that No.of Employees
sustainable economic growth and a healthy environment are inter-linked. We take supportive
role in terms of providing financial services by restricting and discouraging projects detrimental

to the environment and health. ! |
Green Banking : UCB's deploved its all out effort to make the slogan 'Green Banking' a | 1

success. Various initiatives have already been taken both in policy and practically at large.
Keeping the environment green, discouraging projects causes greenhouse effects, eco-font in
printing to reduce use of ink, use scrap paper-as notepads and installing energy efficient
electronic equipment are the glimpse of the bank’s initiatives to facilitate Green Banking. 2008 2009 2010 2011 2012
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Value added statement

The value added statement provides a detailed account of total value addition and the distribution of the value created by the
organization. UCBL contributes pﬂs‘it_iuaty to socio economic development by empowering employees thm_ugh'the payment of
salaries and allowances; by paying attractive and consistent dividend to the providers of capital; by assisting the regulatory
capacities through paying taxes and of course keeping in mind company's continuous expansion and business growth.

(Figures in million Taka)

2012 2011

Ameunt Percentage Amount Percentage
Value added
Net interest income 6.614 103% 5,148 T1%
Commissian, exchange & brokerage 1,429 225 1,554 22%
Investment income 1,419 22% 1,834 25%
Other income 716 11% 758 113
Management expenses excluding salaries
& allowances, depreciation (1,703) -26% (1,289) -18%
Provision for doubtful lgsses (2.023) -31% (800} -11%
Total value added by the company 6,451 100% 7,205 100%
Value added contributed to-
{(Figures in million Taka}

2012 2011

Amount Percentage Amount Percentage
Employees:
As salaries and allowance 2,374 36.80% 1,796 24.92%
Provider of capital:
Dividend to shareholders 837 12.97% 1,964 27.26%
Government:
Corporate tax 24583 33.37T% 2,227 30.891%
To expansion and growth:
Retained income 750 11.62% g82 13.62%
Depreciation 338 5.24% 237 3.29%
Total distribution by the company 6,451 100.00% 7,205 100.00%

= Employees:
Provider of capital:
®m Government:

= Toexpansion and growth:
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Economic value added statement

Economic value added (EVA) is the financial performance measure that attempts t0 measure the true economic profit of an
organization. It provides a measurement of a company's economic success (or failure) over a period of time. Such a metric is
useful for investors who wish to determine how well a company has added value for its investors and it can be compared against
company's peers for a quick analysis of how well the company is operating in its industry. Economic value added is calculated
by taking a company's net profit after tax, adding with it, the amount of provision charged against profit to absorb the losses
inherent in the investments. EVA is calculated as under:

EVA = (NPAT - Cost of average equity)

NPAT
MNPAT is the net profit after tax plus the provision for doubtful losses charged against profit.

Equity
Shareholders' equity is the total amount of equity at the year end plus accumulated provision charged against profit for doubtful
l055€s,

Cost of equity
It is the opportunity cost i.e. the expected risk free return en investments, plus a risk premium. Interest on Bangladesh Govern-

ment Sanchaya Patra plus risk premium has been assumed to be the cost of equity.
{Figures in Million Taka)

For the year ended 2012 2011 2010 2009
Shareholders’ equity at year end 18,171 15,966 7,817 5,705
Accumulated provision against loans & advances 3531 2477 1,437 1,307
Average shareholders' equity 19922 13,698 8133 5323
Cost of equity (%) 11.20% 13.46% 12.26% 12.26%
Economic value added
Net profit after tax (before provision) 3,609 3,746 3,283 2,516
Less: Cost of equity 2,231 1,844 997 775
Total 1,378 1,902 2,286 1,741
HKey ratios
EVA/Operating revenue (%) 13.54% 20.46% 29.10% 33.53%
EVA/Average shareholders’ equity (%) 6.92% 13.88% 28.10% 27.53%
Net profit after tax/Operating revenue (%) 15.58% 31.69% 27.79% 17.97%

Economic value added EVA/Operating revenue (%)

(Figares in Milllon Taka)
2,286 33.53%
29.10%

1,902
1,741
1,378 20.46%
“ 13.54%
3009 2010 2010 2011 2012

2011 2012 2008

EVA/Average shareholders’ equity (%)
ST53% 28.10%

Net profit after tax/Operating revenue (%)

| 31.69%
_?T.?E!-%
13.88%
- 17.97%
15.58%
6.92% I I
2009 2010 2011 2012 2000 2040 2011 3012
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Market value added statement

Unlike EVA, which measures internal performance, market value added (MVA) is a measure of external performance that
indicate how the market has evaluated the company's performance in terms of market value of shares compared to book value
of shares. MVA is the difference between the market value of equity of a company and the book value of eguity invested in the
company. A positive MVA indicates that the company could add value to shareholders wealth. The following statement indicates
the MVA at the year ended on 31 December of 2012 and 2011 :

{in million Taka) 2012 2011
Market value of shares outstanding 197,440 319,367
Book value of shares outsta r‘IdTng 181,710 59,664
Market value added 15,730 159,703
31,937
2012
1573
r . — .
2012 2011 Book valug Market value Value added

B Book value = Market value
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CRISL has rated the Bank based on December 31, 2011 with 'AA-'(pronounced as double A minus) in'the Long
Term and ST-2 for the Short Term. The date of rating was April 09, 2012.

Long Term Rating Short Term Rating

UCBL has been rated as AA-which means Adequate Satety for timely repayment of financial obligations. This
level of rating indicates a corporate entity with an adeguate credit profile. Risk factors are more variable and
dreater in periods of economic stress than those rated in the higher categories.

The Short Term rating ST-2 indicates high certainty of timely payment. Liqui'dity factors are strong and
supported by good fundamental pmtectiﬂn factors, Risk factors are very small.

854 | United Commercial Bank Limited o \ |
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Directors’ Report
‘The BOARD of the bank is committed

to maximize the SHAREHOLDERS WEALTH
and protecting the interest of the depositors’

The Board of Directors is pleased io present the Annual Report and the audited financial statements of the bank for the year
ended 31 December 2012 together with the Auditors’ Report thereon. This is a humble presentation for consideration and
approval of our valued shareholders.

The Directors’ Report has been prepared in compliance with section 184 of the Companies Act 1294, BSEC's Notification, the
Listing Regulations of Dhaka and Chittagong Stock Exchanges, guidelines of Bangladesh Bank and other applicable rules and
regulations. Moreover, the directors are pleased to explain and disclose some issues, which are considered relevant to ensure
more transparency in this regard. The directors believe, the Report will give captivating insights of the bank's performance
during the year under review,

World Economy

The global economy has yet to shake off the fallout from the crisis of 2008-2009. Global growth dropped to 3.2 percent in 2012
as against 3.9 percent of 2011, which indicates that more than a half percentage point has been shaved off the long-term trend
since the crisis emerged. This slowing trend is likely to continue. Mature economies are still healing the scars of the 2008-2009
crisis. But unlike in 2010 and 2011, emerging markets did not pick up the slack in 2012, and won't do so in 2013. Uncertainty
across the regions - from the post-election ‘fiscal cliff’ question in the U.S. to the Chinese leadership transition and reforms in
the Eurp Arga - will continue to have global impacts in sluggish trade and tepid foreign direct investment.

The overall Global economit growth prospects for 2013 are expected to be marginally better than 2012, is expected to be 3.5
percent with the average for developing countries projected at 5.6 percent and high income countries at 1.5 percent-a marginal
improvement over 2012 with significant downside risks and uncertainty among the key trading partner countries, particularly in
Europe. Though the United States is showing some signs of recovery but overall growth prospect for 2013 in advanced econo-
mies remains bleak,

Woerld Economic Outlook Projections

(year over year)
Projections

2011 2012 2013 2014
World Output 3.9 3.2 3.5 4.1
United States 1.8 2.3 2.0 3.0
European Union 1.6 -0.2 0.2 1.4
Japan -0.6 2.0 1.2 0.7
United Kingdom 0.3 -0.2 1.0 1.9
Russia 4.3 3.6 3.7 3.8
China 9.3 1.8 8.2 8.5
India 7.9 4.5 59 6.4
ASEAN-D 4.5 2.7 9.5 b7
Brazil 2.7 1.0 3.5 4.0

Source: World Economic Outlook Update on January 23, 2013 by International Monetary Fund

Figure 1. Global GDP Growth

{Percent; quarter over quarter, annualized) . PN S - -
According to IMF, °If crisis risks do not materialize and financial

Ermerging ang _ 8 - conditions continue to improve, global growth could be stronger
bt S e e o than projected. However, downside risks remain significant,

W " including renewed setbacks in the euro area and risks of exces-
= sive nearterm fiscal consolidation in the United States.”
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Source; IMF staff estimates
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Bangladesh Economy

Despite an unfavorable global economy, the Bangladesh economy emerged largely

Uﬂf&ﬂﬂtheq. 3"4'?!'321“2 EWEF.E% E,I"ﬂvfl'th b?ﬂ-"ﬁﬂh Wﬂ? ali“l{i FVll: In FY12 the EC:I:JHI:.H'I'W TOWATdS: Acclerater.  frclusie: and
faced a different set of challenges related to persisting mﬂatlm_'lﬂr}f and balance of Siistalrable: Growh=Opportinities: and
payments pressure. In this context Bangladesh Bank forecasts GDP growth for  opuenoece ioverview Main Report) says
Bangladesh in FY 12- between 6.1-6.4 as against 6.7 percent in FY2011. On the other that both GDP growth and remittances
hand, various forecasts highlights significant dampening influences on this growth would play an important role in attaining
target and as a result real GDP growth in FY 13 is unlikely to be less than the previous middfe-income status within 2021..

ten years average and may exceed it if global conditions improve.

A new World Bank report, “Bangladesh:

Macroeconomic pressures have abated

Bangladesh has once again demonstrated its ability to overcome macroeconomic pressure through timely and adeguate policy
response notwithstanding the difficult political economy challenges associated with the needed policy adjustments.

Favorable international price trends and monetary tightening has thfation [Puinttn-Point)

reduced inflation- average inflation has been declining steadily over
the last year as a whole, from a peak of 10.91 percent in January to
8.74 percent in December 2012 and within reach of the FY 13 CP|
inflation on target of 7.5 percent. The above mentioned decline has &%
been due both to lower food and non-food price inflation with point to
point non-food inflation from a peak of around 14 percent in March to
85.43 percent in December 2012.

12%

A3

PSS D PE S

Pressures on the balance of payments have eased. The overall balance of payments reversed from a moderate deficit in Fy11

to-a small surplus in FY12 due to much slower than projected import growth and strong growth in remittances. Taking advantage

of this Bangladesh Bank (BB) has built up its reserve buffer. Gross forex reserves were USD 12.8 billion in the end of December
2012 which was equivalent to 4 (four) months import cover.

4,000 ﬁ UL WSS M-S Remittances have been buoyed. In the first half of FY13 the
e remittance growth of 22 percent is much higher than the
:'z';: remittance growth of 10.30 percent in FY 12 and 6 percent
N growth in FY 11 which is likely to be a little moderate in H2 FY
1:m ] _ 13 in light of recent slowing of workers moving abroad.
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Foreign direct investment Increased in FY12. World Invest-

: . = ment Report 2012 ranked Bangladesh 16th among 74

w i & @ e FDI-recipient countries with a record $1.13 billion FDI inflow.

T -ﬁﬁ' g & .;;ﬁ&& & ¥ o This is enly the second time Bangladesh’s FDI has exceeded

the billien dollar mark in a single year, However, to attract

more FDI the country needs 1o remove infrastructure bottienecks, make land more readily available, upgrade skills of the labor
force, and address administrative impediments.
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The financial sector has been somewhat stressed over the last six months, Bank stability has deteriorated in the last six
months and capital market volatility has continued. However, banks have been resilient to market shocks such as change in
interest and exchange rates.
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Inter bank rates decline sharply from 20 percent in January 2012 to befow 10 percent a year later which is expected to declirie
further in the coming months.

Qutlook - The Challenges
Bangladesh’s economic outlook is subject to several short-term risks:

= Further intensification of the euro area crisis may deepen Bangladesh’s export slump of the next six months
+ Escalation of global food prices may reverse the recent decline in food inflation

. Increases in global oil price will place the balance of payments under pressure again and shrink fiscal space
. Eanks are susceptible to credit and market risk and the global economic vulnerabilities

» |ncreased political instability and labour unrest may depress investments further.

. The decision of constructing Padma Bridge from internal source may impact the forex reserve significantly.

Capital market analysis DSE General Index [DGEN) —o—13011
Continuous decrease in the capital market has destabi- —m— 2012
lized the economy and the society as a whole. The [

situation became a matter of serious concern for the -\

investors and of the regulatory authorities. The market Bje00

index showed downturn throughout the year 2012, In \

terms of sector wise composition the financial sector B0 v

including banks, insurance and investment hold majority | m
o =S =]

share in total market capitalization. As the banking indus-
try is an influential party of the capital market in terms of
investment, policy formulation, fund mobilization etc, it
suffers substantially based on the size and nature of its
invelvement in the market.
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DSE turn over in terms of value was decreased to BDT 1,001.08 billion in 2012 which was BODT 1,560.56 billion in 2011. The
movement of DSE General Index (DGEN) in 2012 and 2011 is shown in the above graph.

Banking Industry Outlook

Presently, there are 52 scheduled banks in Bangladesh which are fully under the supervision of Bangladesh Bank of which 4
State Owned Commercial Banks, 4 Specialized Banks, 28 Conventional Private Commercial Banks, 7 Islami Shariah based
Private Commercial Banks and 9 Foreign Commercial Banks. Among these 5 banks have been scheduled in 20132 and another
4 banks are in pipe line. With the growth of country économy, banking industry achieved a significant growth in 2012. In the
beginning of 2012, banking industry was in liguidity stressed scenario when inter-bank call money rate was about 20 percent
which came down to 9 percent in December 2012, Banks achieved a significant growth in deposit mobilization and also in
rational approach for loan disbursement. In 2012, banks achieved 20.05 percent deposit growth and 15.96 percent loan
growth. In 2012, some financial scams have been identified which marked a guestion to internal contrel and compliance culture
of banks, specially for state owned banks, Overall non-performing loan has been increased mainly due to implementation of
new classification circular which resulted to increase of specific provision reguirement and decrease of net profit. Among the
profitability measures, overall return on asset (R0OA) in the banking sector decline from 1.54 percent at the end of 2011 to 0.64
percent at the end of 2012. This was primarily due to interest expenditure growing faster than interest income and increase of
NPL as well as higher provisioning reguirement under new loan provision guideline implemented by Bangladesh Bank.

Thee ratio of gross NPL to total loans of the banking sector increased from 6.12 percent at the end of 2011 to 10.03 percent at
the end of 2012. Gross NPL ratio for the state owned commercial banks (SCBs) increased substantially to 23.87 percent at
end-December 2012 from 11.27 percent at end of December 2011. This ratic for PCEs was recorded at 4.58 percent from 2.95
percent. The Capital Adequacy Ratio ( CAR) for all banks decreased to 10.46 percent at the end of December 2012 from 11.35
percent at the end of 2011.
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Risk and concerns for the banking industry

The year 2013 will be more challenging for banking industry in Bangladesh. Though banking industry is not much affected by
the world economic turmail, there are some internal factors which may affect this industry. Major challenges in 2013 for the
Banking industry are mentioned as under;

® Capital market has adversely affected the banking industry. The banks which have large exposure in capital market
directly or through subsidiaries, need to maintain more provision which will affect the ROA, ROE and CAR.

@ Real estate sector is stuck up in last couple of years. If this sector continues in this way, the banks’ investment
exposure in this sector may be affected adversely.

e Dueto political unrest the econamy is going through a difficult phase which is also affecting the banking business.

® Nine new banks are coming in operation very soon which may create more competition to existing banks and may
also create unhealthy competition in deposit mobilization.

® Inline with global practice of risk management, Bangladesh Bank will also implement Basel Il for the banks which
will affect the capital adequacy of the banks.

Brief History of UCB

UCB started its journey in the year 1983 with an initial paid capital of Tk 35.50 million with the objective of excellence in
customer service with pleasure and happiness. Its vision is to be the bank of first choice in all terms; sustainable inclusive
business growth by ensuring efficiency, regulatory compliance, good asset quality, combination of experience and professional
talents, consistent profitability and of course good governance. The bank formally started its commercial operation on 27 June
in the same year, During the year 2012 the bank set record indeed in terms of advance, deposit and expansion of business
through its continuous diversification.

it was listed with Dhaka Stock Exchange (DSE) in the year 1986 and with the Chittagong Stock Exchange (CSE) in the year 18995.
The bank obtained license to open offshore banking unit on 9 June 2010, The bank has two subsidiaries; ‘UCB Securities
Limited’ - established in January 2010 with the objective of providing stock brokerage and other related services and 'UCB
Investment Limited' established in August 2011 with a vision to be a leading merchant bank in the country. As'on 31 December
2012, the bank feel proud of having 130 branches and 81 ATM throughout the country. Eight (08) more branches are in the
offing to be opened in the year 2013 as approved by Bangladesh Bank.

Principal activities
Sustainable development is not possible without continuous diversification of business. UCE's core competencies may be
classified into two segments interest earning activities in the form of providing loans and advances and investment activities.

+ Interest earning activities:
United Commercial Bank has an attractive basket of loan product which covers time loan, project finance, LTR,
overdraft facility, cash eredit, home loan, car loan, lease finance, any purpose loan and many more

Y Local and foreign trade activities:
United Commercial Bank facilitates its valued clients in their local and foreign trade activities i.e. import and export
business. These import and export business are one of the significant revenue generating segments of UCE,

 Remittance activities:
UCB also facilitates inward and outward remittance facilities to expatriates, different organizations and individuals
through branches, agents and correspondences.

 Guarantee activities:
UCB provides financial guarantee to different individuals and organizations which is also important source of
commision earning of the bank.

\ Investment activities:

® Money market- the bank invests in the treasury bills & bond which is considered as secured investment and
ensures a certain amount of return of the bank. Considering the liquidity position, the bank also partici pates in
the call money market.

@ Capital market- the bank has significant presence in capital market through direct equity participation, The
bank has also two subsidiaries with an aim to active participation in capital market through brokerage, portfolio
management, investment banking ete.

United Commercial Bank Limited
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Preparation of Financial Statements

The financial statements of the bank have been prepared by the management to present fairly its state of affairs, the result of
its operations, cash flows and changes in equity under the historical cost convention and in accordance with the “First Schedule
(section-38) of the Bank Companies Act 1991 as amended by BRPD Circular no. 14 dated 25 June 2003, other Bangladesh
Bank circulars, Bangladesh Accounting Standards (BAS) and Bangladesh Financial Reporting Standard (BFRS), the Companies
Act 1994, the listing. regulations of the Stock Exchanges, the Securities and Exchange Rules 1987 and other laws and rules
applicable in Bangladesh for the year under review.

The financial statements of 2012 have been reviewed by the Audit Committee of the Board of Directors of the Bank. The external
auditor, M/S Syful Shamsul Alam & Co., Chartered Accountants have certified the fairness of the financial statements.

Maintaining proper books of account

UCB maintained proper books of account for its financial transactions occurred during 2012. For recording the transactions, the
bank has followed the International Accounting Standard (IAS). The books of account have also reviewed by the external auditor,
M/S Syful Shamsul Alam & Co.; Chartered Accountants with an opinion that proper books of accounts as required by the law
have been kept.

Appropriate Accounting policies

Appropriate accounting policies have been consistently applied, except for the changes disclosed in the financial statements in
preparation of financial statements and that the accounting estimates are based on reasonable and prudent judgment. Bank
records financial transaction on acerual basis with required disclosures and also prepare the financial statements accordingly.

Follow up of IAS & IFRS in preparation of financial statements

International Accounting Standards (IAS) and International Financial Reporting Standards (IFRS) as applicable in Bangladesh,
have been followed in preparation of financial statements and any departure there from has been adequately disclosed. In
addition to IAS and IFRS, first schedule (section-38) of the Bank Companies Act 1991 as amended by BRPD Circular no. 14
dated 25 June 2003, other Bangladesh Bank circulars, the Companies Act 1994, the listing regulations of the Stock Exchanges,
the Securities and Exchange Rules 1987 and other laws and rules applicable in Bangladesh were also fﬂu_nwed for preparation
of financial statements.

internal control

The Board retaining ultimate responsibility for its operations, though has delegated to review of the effectiveness of the system
of internal controls to the Audit Committee. Such a system however, is designed to manage rather than eliminate the risk of
failure to achieve business objectives and can only provide reasonable assurance against material misstatement or loss and of
the safeguarding of assets, the maintenance. of proper accounting records, the reliability of financial information, compliance
with appropriate rules and regulations and best practices and the identification and management of business risk. The internal
audit function reporting to the Audit Committee operates independently of the other aspects of the company’s management
structure. It continually reviews the company's system of internal controls. These controls include financial controls that assist
the Board in meeting its responsibilities for the integrity and accuracy of the company's accounting records. The Company's
financial statements, prepared from these records, comply with the required laws and standards. The system of internal control
is sound in design and has been effectively implemented and monitored.

Going concern

After reviewing the company's business growth, annual budget, performance, liquidity position, plans and financing arrange-
ment, the Directors are satisfied that the Company has adequate resources to continue to operate in the foreseeable future and
confirm that the company is going concern. For this reason Directors continue to adopt the going concern basis in preparing
these financial statements. There are no significant doubts upon the bank’s ability to continue as a going concern. A separate
report on going concern has been attached with this Annual Report.

Network

Presently the Bank is functioning with its country wide network of 130 branches covering all divisions of the country. Out of the
130 branches, Dhaka division has 60 branches, Chittagong division has 39 branches, Rajshahi division has 7 branches,
Rangpur division has 2 branches, Sylhet division has 14 branches, Khulna division has 7 branches and Barishal division has 1
branch. Division wise urban and rural branches are given below:
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Division Name Urban Rural Total
Dhaka 40 20 60
Chittagong 23 16 39
Rajshahi 815 01 a7
Rangpur 02 0 02
Sylhet or 8 14
Khulna 06 01 o7
Barishal 01 0 01
Total 85 45 130

The bank has set up a Zonal Office at Chittagong to facilitate services to the customers of the branches located under the
Chittagong division. To go nearer to customers and give better facility to new and existing customers, we have opened 15 new
branches, renovated 06 branches and relocated 03 branches in the year 2012, The numbers of authorized dealer branches are
25, Besides, the Bank currently has 357 corrgspondents covering 59 important countries in all the continents of the world
which is continuously expending to meet the growing cross- border banking needs of the customers. Moreover, the Bank has
arrangement with a number of Exchange Houses at U.K. Singapore, LLA.E., Oman, Qutar, Bahrain and Kuwait to facilitate
remittances from expatriate Bangladeshis.

Top management
The bank is lead by Mr. Muhammed Ali, Managing Director. He is a prominent and professional banker with 35+ years of reward-

ing multi-dimensional experience in banking and other fields of management. Mr. Ali has proven track record in leading various
teams in different banks contributing in business policy formulation and strategy management. There are some other veteran
and prominent banker serving the bank and contributing there expertise to the continuaus growth of the bank. The manage-
ment team consists of the following senior executives:

Name Designation
Mr. Muhammed Ali Managing Director
Mr. M. Shahidul Islam Additional Managing Director
Mr. Mirza Mahmud Rafiqur Rahman Additional Managing Director
Mr. Mohammad Abu Abdullah Deputy Managing Director
Mr. Md. Tarigul Azam Deputy Managing Director
Mr. Mohammad Shawkat Jamil Deputy Managing Director

Human Resources Development
The new economy with increased global, regional & local competition coupled with socio-economic sensitivity have created

enormous challenges in organizations like private commercial banks. To cope with challenges and changes, our strategic
objective is to consolidaté and strengthen our HR system & process including organizational development.

In line with our objective, UCB organizational focus will continue to remain in developing the talent pool in leading the
competitive business synergy, consolidate KPI based performance management, re-design reward & recognition system linked
to performance, instill implant enterprise culture based on values, enhance capability of employees in technology banking
through CBS and brings in structural changes in the organization to enhance organizational capabilities.

Our strategic HR & Organization Development Model is highlighted below:
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Status of training programs vis-a-vis number of participants: 2010 - 2012:

Employee Development Programs
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Some highlights on our “Career Management” initiative is given below:

® Potential isting of employees by profession,

o Succession and development listing by profession,

® Competence mapping of the listed employees & identifying skill /competence gaps for development,

® Organize counseling & coaching sessions for specific group of listed potential employees

@ Talent data base fortracking career progression & recommend measures for retention of potential group
s0 as to avoid “Regretted Loss”

& Learning & Development initiatives in career management will continue as a priority agenda

Brand Image

We are working rigorously to enhance our brand image among public and peer groups. All the employees of the bank are
groomed to provide efficient services to the customers to enhance our brand image further. We advertise our products and
services in the print & electronic media and sponsor social activities to establish our brand image.

Intformation Technology

In the year 2012, Information Technology Division of UCB contributed considerably in different area of Information & Communi-
cation Technology, which facilitated the Bank to keep its continuous growth. Some of the significant contributions are furnished
below;

The Mobile Financial Service is going to be implemented in the beginning of the year 2013 as the result of business and techni-
cal effort of 2012 by the Information Technoicgy team. For UCB, providing banKing services to the unbanked is part of our
commitment in bringing banking facilities to the doorstep of the unbanked, complimenting financial inclusion, helping to grow
national economy.

The Management of the bank has decided to upgrade its existing operational software and replace it with best-of-breed robust
Core Banking Software. Accordingly, necessary preparation for the assessment, evaluation and selection of a CBS is completed,
and 2013 will witness the implementation of cutting edge technology for UCE.

In the year 2012, UCEB has opened 15 branches and renovated significant branches where [T has implemented modern ICT
Infrastructure. IT has implemented Video Conferencing system between its Sylhet and Corporate Head Office and on the first
guarter of 2013, Chittagong and Jessore Offices will become connected with the Corporate Head Office for Video Conferencing.
This enables seamless communication between branch managers and top management of UCB, reducing significant time and
cost and allowing faster decision making process. IPTSP IP Phone has been introduced at Corporate Head Office and all
branches to enhance |P PABX capacity and te meet business continuity. UCB has rolled gut and introduced 19 new ATM booths.
UCBE has implemented its own Card Management System to manage and control its Credit Card business, which was earlier
ocutsourced. The internal email system of the Bank has been upgraded 1o a new advanced software system and hardware to
ensure better internal and external communication. Introduction of a corporate portal, centralized CL system and centralized
MIS system also made during 2012,
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Treasury Operation

Globalization, rapid changes in technology and volatile world economy of recent past has translated into a more complex and
greater responsibility for the Treasury Divisions of various commercial banks. Treasury, in addition to managing Liquidity
Position of the bank has to carry out more ¢omplex and important functions like:

@ Managing Balance Sheet gaps, asset-liability mismatch;

Managing risks: Interest Rate Risk, Market Risk, Counter Party Risk, Foreign Exchange Risk;
Maintaining Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR):

Deployment of surplus funds in securities,

Manage the market risks associated with the investments;

Trading in securities;

Borrow/Lend money in the call money market;

Fixing of interest rates for taka deposits and FC deposits;

Provide guotes in major currencies of the world to facilitate Foreign Trade;

Selling and Buying of FC in accordance with Exchange Position Management Requirements;

@ @& & ¢ & & & & @

Keeping in line with International Standard and Central Bank Guidelines for Core Risk Management Policy; the Bank has
restructured its Treasury Division into three segmenis 1) Treasury Front Office, 2) Treasury Mid Office, 3) Treasury Back Office
(Treasury Operations). Treasury Front Office acts as the window for interactions with others banks and financial institutions
while the mid office is mitigating risk related to the deals struck by front office and back office is responsible for settlement and
documentations of related deals. The front office carries out its functions through four different desks; namely 1) Foreign
Exchange Desk, 2) Money Market Desk 3) Securities Desk and 4) Asset Liability Management Desk.

Foreign Exchange Desk: It has successfully managed foreign exchange position for the banks as a whole to support the day to
day foreign exchange business. Based on requirement, it frequently engages in currency buying and selling and conducts SWAP
deals with the counterparty banks of home and abroad. Daily FX Rate is prepared to assist the remittance inflow and trade
payments in a way to maintain a positive profit margin for the Bank.

Money Market Desk: Has ensured a steady presence of the Bank in the interbank money market throughout the year by lending
and borrowing of Taka and striking Repo deals as and when required. It has provided important service in maintaining the day
to day cash flow of the Bank. It has invested the excess liguidity in 'Call Money Market' to ensure optimum use of fund and on
the opposite side borrowed funds safeguarding the profitability goal of the bank. It provides important data to ALCO and based
on ALCO feedback, manages the balance sheet gaps and re-pricing of Assets and Liabilities in line with strategic plan of the
Bank.

Securities Desk; Ensured that the Bank had the accurate amount of SLR securities as required by Bangladesh Bank regulation.
In doing so it has actively participated in the interbank securities market as well as Bangladesh Bank Open market operation,
Based on the requirement it has successfully undertaken Repo deals with Bangladesh Bank and other counterparty banks o
maintain adequate liquidity of the Bank.

Asset Liability Management Desk: The Bank has established an Asset Liability Management Committee (ALCO) containing 14
(fourtesn) members headed by the Managing Director. The committee meets at least ance in every manth. The main responsi-
bilities of ALCO are 1o look after the Financial Market activities, manage liquidity and interest rate risk, understand the market
position and competition etec. The Asset Liability Management Committee also monitored the balance sheet risk. The balance
sheet risk is defined as potential changes in earnings due to change in rate of interest and exchange earnings which are not of
trading nature, To support ALM process, the most important strategy of the ALM of the Bank is medium to long-term funding and
adeguate liguidity both in local and foreign currency all time at the most appropriate funding cost. An important objective of
ALCO is to provide cost effective funding to finance the asset growth and trade related transactions, optimize the funding cost,
increéase spread with the lowest possible liquidity, maturity, foreign exchange and interest rate risks.

import & Export Business

In the year 2012, UCB achieved a significant growth both in import & export business. Total import business handled was
BDT 94,843.80 million while the export business transacted during 2012 was BDT 78,309.10 million. The growth rate of
the import & export business was 4.32 percent and 1.75 percent respectively. The main import items were Industrial raw
materials, industrial machineries, commodities viz. Wheat, Sugar, Lentils, Edible Qil, Cotton etc. while the major export
iterns were RMG, Jute Goods, Tobacco etc. The growth in import and export business was one of the key attributing
factors towards the overall profitability of the bank in 2012.
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Foreign Remittance

Remittances have emerged as a key driver of economic growth and poverty reduction in Bangladesh. Revenues from remittances
now exceed various types of foreign exchange inflows, particulatly official development assistance and net earnings from exports,
The bulk of the remittances are sent by Bangladeshi migrant workers rather than members of the Bangladeshi Diaspora. Robust
remittance inflows in recent years have been instrumental in maintaining the current account surplus despite widening of trade
deficit. This in turn has enabled Bangladesh to maintain a growing level of foreign exchange reserves.

Considering the role of foreign remittance in the overall economic development of the country the Bank has set top priority for
mobilizing inward foreign remittance from Bangladeshi migrant workers living and working abroad. The Bank has réstructured its
existing remittance setup with skilled and efficient manpower in order to provide seamless delivery of remittances to the benefi-
ciaries through Bank's 130 branch network in strategic locations. Furthermore, the Bank has also taken initiative to strengthen
ties with the exchange companies with whom the Bank has arrangement with through strong relationship management and has
also taken initiative to enter into new arrangements with other exchange companies having petential to send Righer volume of
inward foreign remittance. Up to 31 December 2012, the Bank has established relationship with leading exchange companies in
Bahrain, France, KSA, Kuwait, Oman, Qatar, Singapore, UAE, and UK. In addition, the Bank has remittance arrangement with
global remittance company like Western Union. In 2012, the Bank has procured inward foreign remittance equivalent to BDT
14,848.30 million as against BDT 16,802.80 million in 2011.

Card Business

UCB has started credit card operation in 2006 by introducing VISA branded dual currency credit card. The Bank has issued more
thari 50,000 credit cards and has extended its service in Divisional and District cities like Dhaka, Chittagong, Sylhet, Rajshahi,
Barisal, Bogra, Comilla and Mymensingh. UCB is the principal member of VISA International.

UCB started its own ATM Netwark in 2009 and has already established 81 ATMs throughout Bangladesh; another 23 ATMs are to
be added to the network by end 2013. The Bank has issued more than 60,000 Debit Cards and project is underway for the
introduction of Pre-Paid Cards. Today the Banks’ Card Services are available from all branches across the country. The Bank has
introduced special value added services to its Gold Card holders, special discounts at selected stores and restauranis and
Business Class Airport Lounge facility for outgoing passengers.

Retail Banking

UCE Retail banking plays an important role to fulfill the lifestyle need of its customers. Be it deposit 1o ensure safety in future or
a loan to fulfill the future need now, UCB retail offers a range of products to our customers, so that they can live their dreams.
UCE strives to bring quality best practices by being different in fields like consumer lending, liability management and cash
management. We believe every approach the Retail Banking team of UCB will take today will ensure satisfaction of our customer
tomarrow.

At present time customer prefers to have the services at their door steps. To ensure that we have created a well trained direct
sales team who take the services to the deor steps to our customers, This is one of the pioneer bank which finance home loan
all over the country where in most of the banks confined their finance in metro areas only. More than 2200 homes all over the
cournitry have been lightened up with happiness through our home financing. With all possible loan products like Personal loan,
Home loan and Auto loan, Marriage Loan, Education Loan, Hospitalization Loan, Travel Loan, CNG Conversion Loan, Home
Mortgage Loan, House hold durable loan retail banking portfolio stand at BDT 10,697 million at the end of 2012 against BDT
8,430 million in 2011, The below table shows the retail loan of UCB

BET in Million
o 2012 2011
Home Loan 5,416.39 4 656.44
Home Mortgage Loan 1,361.43 878.54
Auto Loan 1,207.60 1,657.08
Any Purpose Loan 637.71 £59.03
Advance Against Salary 471.88 136.97
Education Loan 322.28 168.18
House Hold Durable Loan 216.77 52.95
Doctors Loan 54.77 16.76
Marriage Loan 7.35 3.13
Travel Loan 0.95 1.02
Total 10,697.13 8,430.10
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Finally, Retail banking division is committed to maintain strength both in earning and balance sheet. Clients will continue to
enjoy their relationship with UCE with the believe that their deposit are safe and service level will improve every day. We
promise to our customer Happy Banking all along the journey with UCB Retail Banking.

Year 2012- an analysis from financial performance perspective

Despite various challenges in the economy, volatility in the money market and capital market UCB achieved a significant growth
of in its assets. At the end of 2012, total asset of the bank stood BDT 207,448.38 million registering a growth of 22.83 percent
over previous year. Details review of performance are as under,

Key operating and financial resuits

UCB recorded a remarkable growth in last five years in term of business volurme and profitability. At the end of 2008 total assets
of the bank was BDT 64,794.86 million whereas in 2012 it stood BDT 207.448.328 million recording a growth of more than
220 percent. In last five year deposit growth was 212.98 percent and loans & advances growth was 206.15 percent.

Operating performance in last five years

_ 2008 2009 2010 2011 2012
Paid up capital 299.20 1,193.83 2.508.495 7.274.88 8,366.12
Shareholders' equity 4,384.24 570547 7.817.27 15,966.41 18171.02
Deposits and ether accounts 54.485.27 77,730.40 113,070.78 139,484.75 170,530.54
Loans and advances 44 .446.33 61,692.22 93,560.70 115,506.33 136,071.65
Off-balance sheet exposure 18,085.80 22.098.19 40,797.74 40,255.37 52,153.26
Total assets Bd.794.86 90,483.78 129,877.03 168,891.78 207,448.38
Total liabilities 60,410.62 84, 77832 122,059.76 152,925.36 189 277.37

With the increase of business volume, the profitability of the bank has also increased significantly. In 2008, operating profit of
the bank was BDT 2,449.89 million whereas it was BDT 5,762.22 million in 2012 recording a growth of more than 135 percent.
During last five years, interest income increased by 270.81 percent and interest expense increased by 293.11 percent.

Financial Performance in last five years

interest income
Interest expense

Net interest income
MNon-interest income
Non-interest expenses
Operating profit

Profit before tax

Met profit

Details operating and financial results of UCB in last five years are shown in page no. 41 to 44 of annual report with graphical

VIEW.

2008
5,749.29
3,740.77
2,008.52
2,100.81
1,659.54
2,449.89
1,463.01

764.75

2009
6,965.32
4,348.23

2,617.09

2,574.97

2,066.89
3,125.17
1,541.86
932.90

2010
9,468.36
5,632.95
3,835.41
4,018.47
3,120.76
4,733.12
3,632.60
2,182.43

2011
15,351.63
10,203.21

5,148.42
4,145.95
3,321.46
597291
5,172.91
2,945.80

2012

21,318.92
14,705.21
6,613.71
3,563.95
4,415.44
5,762.22
3,739.06
1,586.13
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Balance sheet review

At the end of 2012, total assets of the Bank stood at BDT 207,448.38 million from BDT 168,891.78 million in 2011 registering
a growth of 22.83 percent. Total liabilities also increased to BOT 189,277.37 million from BDT 152,925.36 million in previous
year. All the major elements of balance sheet has shown a significant growth over previous year. Performance of major elements

of balance sheet are shown as under,

(BDT in million)
Balance Sheet Review 2012 2011 Growth (%)
Total Assets 207,448.38 168,891.78 - 2283
Total Liabilities 189,277.37 152,925.36 23.77
Shareholders' Equity 18,171.02 15,966.41 13.81
Paid-up Capital 8,366.12 7.274.88 15.00
Deposits 170,530.54 138,484.75 22.26
Loans and Advances 136,071.65 115.506.33 17.80
Investments 26,080.32 19,383.42 34.60
Fixed Assets 5,222.78 3,288.09 58.84
Total Assets 262% R

Total asset of UCBL stood at BDT 207,448.38 milliori as on 31
December 2012 as against BODT 168,891.78 million of
previous year registering a growth of 22.83 percent over the
year 2011. Among total assets, loans and advances is BDT
136,071.65 millien in 2012 recording a growth of 17.80

| Batasien with-other Banks & Fls

= Mioney at Lol on Short Motics

= restments

B |cans and Advances

percent aver previous year, Performance of assets in 2012 of -

UCB is shown in following table. RO

Assets 2012 2011 Growth (%)
Cash 16,211.46 13,034.21 24.38
Balance with other Banks & Fis 4,713.33 3,740.01 26.02
Money at Call on Short Notice 7.160.00 5.070.00 41.22
Investments 26,090.32 19.383.42 34.60
Loans and Advances 136,071.65 115.506.33 17.80
Fixed Assets 5,222.78 3,288.09 58.84
Other Assels 11,978.85 8,869.72 35.05

Cash and Balance with other Banks and Financial Institutions

Cash and bank balance includes cash in hand, balance with Bangladesh bank and its agent bank and balance with other banks
& financial institutions. Cash and bank balance was BDT 20,924.79 million at the end of 2012 against BDT 16,774.22 million
of 2011 representing a positive growth of 24,74 percent over previous year.

Cash and Balance with other Banks & Fls 2012 2011 Growth (%)
Cash (Including foreign currencies) 16,211.46 13,034 21 24 38
Cash in hand 2,615.46 1,781.71 48.486
Balance with Bangladesh Bank & its agent bank(s) 13,595.99 11,272.50 20.61
Balance with other banks & Fis 4,712.33 3,740.01 26.02
In Bangladesh 3.478.87 3,208.44 8.43
Outside Bangiadesh 1.234.46 531.57 13223
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Money at Call and Short Notice

This is one of the:major area of operation of the Treasury Division of the bank. Banks lending under the head money at call on
short notice was BDT 7,160 million on 31 December 2012 as against BOT 5,070 million in 2011 registering growth of 41.22
percent over same date of last year. The growth was atiributable to higher interest rate prevailing at the maney market,
Although most other banks and financial institution faces liquidity crisis, we have strong liquidity position throughout the year
as well as on the date of reporting. We strategically invest in the money market with the objective of managing liquidity risk as
well as earning reasonably higher risk free return on the investment. On the other hand, as investment in banks and financial
institutions carry low risk weight, it helps to maintain capital adeguacy of the bank.

Investment

UCB's investment increased by BDT 6,706.20 million during the year 2012 and stood at BDT
26,090.32 million which was BDT 19,383.42 millien in 2011. Investment in government
securities increased by 40.41 percent which helps the bank to maintain surplus Statutory
Liguidity Ratio (SLR) of BDT 7,846.33 million at the end of 2012. UCB's direct investment in
capital market increased slightly to BDT 2,414.66 million at the end of 2012 against BDT
2222 63 million in 2011.

_ 2012 2011 Growth (%)
Government 21,653.49 16,303.12 32.82
Held to Maturity (HTM) 9,498.49 6,705.99 41.64
Held for Trading (HFT) 3,436.85 6.366.23 {46.01)
Treasury Bills 7,215.92 3,226.21 123.67
Reverse repo with other Bank 1,497.29 - -
Prize Bond 4.96 4.69 579
Others Investment 4,436.82 3,080.30 44.04
Shares in listed companies 2,414.68 2.222.63 B.64
Bangladesh Bank Bills 1,237.31 - -
Shares in un-listed companies 709.85 757.67 (6.31)
Debentures 15.00 20.00 (25.00)
ACI 20% Convertible Zero Coupon Bond 60.00 20.00 (25.00)

Loans and advances

UCB’s loans and advances increased by BDT 20,565.32 million during the year 2012 and stood at BDT 136,071.65 million
which was BDT 115,506.33 million in 2011 showing a substantial growth of 17.80 percent over the previous year.
Concentration of leans and advances was well managed and details of concentration are given at notes to the financial
statements. The ratio of non performing loan was 3.69 percent which is much lower than the industry average. The Bank
continued its participation in different credit program for financing in industrial projects, import, export, house-building, retail,
agricultural ete.

Agricultural Loan Stalf Loon Othars

L EAN LB 585
e Expeart Finansd
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% Trersporttoen —_ v Inciustriat Lodn
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I. . | =] I ||‘|_E 5
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Fixed Assels

Fixed assets include land, building, furniture & fixture, office equipment and vehicles etc. UCB's fixed assets increased by BDT
1,934.69 million during the year 2012 and stood at BDT 5,222.78 million which was BDT 3,288.09 million in 2011, The main
reason of increase was due to revaluation of lands and buildings by BDT 1,050.85 million. The asset was revalued by Padma
Techno-Consult & Survey Limited of 8/6 Segun Bagicha, Dhaka, an independent and expert valuer in Bangladesh,

Other Assets
Other assets of the bank increased by BDT 3,109.13 million (itesas revsvable

during the year 2012 and stood at BDT 11,978.85 million which _ TR Mg st LLiR
was BDT 8,869.72 million in 2011. ﬁ..%“:%ﬁ:m congans.

The main components of other assets are advance income tax
increased by 47.73 percent, advance rent increased by 30.78
percent, work-in-progress increased by 1,965.31 percent, branch
adjustment a/c decreased by 20.99 percent, receivable from
subsidiary company increased by 309.58 percent, interest
receivable decreased by 4.14 percent, investment in share of
subsidiary companies remain stable and others decreased by
A40.62 percent, Mainly, due 1o increase of payment of advance
income tax by BOT 2,406.26 million in 2012, total other assets
increased by 35.07 percent.

Borrowings from u‘th_ﬂr Banks, Financial Instituﬂm_m and Agents _ _
UCE has borrowing from Eastern Bank Limited of BDT 1,200.02 million at the end of 2012 against no borrowing in 2011. The
borrowing is mainly a swap deal with Eastern Bank Limited where UCB lend money against this borrowing.

Deposits 2011

During the year 2012 total deposits of the bank increased by BDT Seheme Bills OB Cument
31,045.79 million and steod at BOT 170,530.54 million which : o s
was BDT 139,484.75 million in 2011 representing growth of
22.26 percent over the year 2011. There are as many as 20
(twenty) deposit products in our bank. The clientele group of the
bank includes individuals, corporation, NGO, NBFI, government

bodies etc.
2012
Scheme Bifts Other  gurent
Deposit Payable Depisits  paposts Savings
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Deposits Mix of UCBL
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Deposits and other accounts 2012 2011 Growth (%) Mix (%)
= 2012 2011
Current Deposits 8,798.85 9,075.84 (3.05) 5.16 6.51
Savings Bank Deposits 16,224.24 15,022.65 8.00 9.51 10.77
Short Notice Deposits 16,193.56 14,899.45 8.69 9,50 10.68
Fixed deposits 106.,408.31 82,868.91 28.41 62.40 59.41
Scheme Deposits 10,803.10 8.063.69 33.97 6.33 578
Bills Payable 2.662.36 2,273.09 12.73 1.50 1.63
Other Deposits 9,540.12 7,281.12 31.03 5.59 5.22
170,530.54 139,484.75 22.26 100.00 100.00

Total

Shareholders' Equity

Total sharehdlders’ eguity includes paid up capital, share premium, statutory reserve and retained earnings and other
reserves. During the year total shareholder’s equity increased by BDT 2,204.60 million and stood at BDT 18,171.02 million as
against BDT 15,966.41 million of 2011. The growth under the head is 13.81 percent over the previous year, which will help the

bank to expand its business in the coming days.

Shareholders’ Equity 2012 2011 Growth (%)
Paid up Capital 8,366.12 1.274.88 15.00
Share Premium 1,454 .98 1,454 .98 ¥
Statutory Reserve 4,342.09 3,594.28 20.81
General Reserve 26.58 26.58 -
Other Reserve 3,129.84 1,638.38 91.03
Retained Earnings 851.41 197732 (56.94)
Total 18,171.02 15,966.41 13.81
Paid-up capital increased due to stock dividend of 15 percent for
the year 2011 and other reserve increased mainly due to
increase in asset revaluation reserve by BDT 1,050.85 million Retained
resulted from valuation of land and building in 2012, Other Earnings

Reserve 4.69% Paid up
Analysis of operating results of UCBL 17.22%

in 2012, operating income was BDT 10,177.66 million against
BDT 9,294.37 million in 2011 recording a growth of 9.50 percent
whereas operating expense was BDT 4,415.44 million in 2012
against BODT 3,321.46 millien in 2011 recording a growth of
32.94 percent. Profit before provision and taxes decreased by
2.53 percent due to decline of non-interest income by 14.04
percent, Profit after tax decreased to BDT 1,586.13 million in
2012 from BDT 2,245.80 million in previous year., Due to
increase of provision requirement to BDT 2,023.16 million in
2012 from BDT 800.00 million in previous year, profit after tax
decreased by 46.16 percent.

Capital

g:‘:i 46.04%
045% T~
Statutory
Reserve
23.9006

Share

Fremium
8.01%
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Interest Income
Interest Expense

Net Interest Income
Non-Interest Income
Operating Income
Operating Expenses
Profit before Provision
Profit before Taxes
Net Profit after Taxes

2012

21,318.92
14,705.21
6.613.71
3,563.95
10,177.66
4,415.44
5.,762.22
3,739.06
1,.586.13

2011

15,351.63
10,203.21

514842

4,145.95
§,204.37
3,321.46
597291
5172.91
2,945.80

Change (%)
38.87
44.12
28.46

{14.04)
9.50
32.94
(3.53)
(27.72)
(46.16)

Interest Income

UCBL earned total BDT 21,318.92 miillion as interest income during the year 2012 registering increase of BDT 5,967.29 million,
38.87 percent over previous year. This healthy growth in interest income arises from outstanding performance of banks interest
earning products, sound asset portfolio and efficient utilization of bank’s fund. The major interest earning came from follows:

2012 2011 Growth(%)

in 2012 over 2011

Interest on loans and advances 20,342.46 14,850.73 36.98
Interest on Balances with other Banks & Fls 952.90 492.50 93.48
Interest on Balance with Foreign Bank 22.57 8.03 181.07
Penal Interest 0.29 0.37 165.81
Total Interest Income 21,318.92 1535163 38.87

Product wise Interest iIncome Analysis

Among interest income, more than 95 percent earned from loans and advances in 2012 recording a growth of 36.98 percent,
Among loans and advances products, about 66 percent interest earned from overdraft, Cash Credit and Project Loan, Product
wise interest income from different loans and advances are shown as below;

Interest on Loans and Advances 2012 2011 Growth

in 2012 over 2011
Overdrafts 5,562.62 3,655.40 52.18
Cash Credits 4,147, 77 2,831.53 46.49
Project Loan 3,707.64 2,920.76 26.94
Lone against Trust Receipt{LTR) 1.802.54 1.743.89 3.36
Home Loan 935.92 650.77 43.82
House Building Loan ( HBL }-Residential 841,89 15697 11.22
Time Loan 487.71 236.63 106.11
House Building Loan { HBL }-Commercial 409.41 209.18 95.72
Loan against Credit Card 398.76 29223 36.46
Own Acceptance Purchase 354.32 145.82 142.98
Local Bills Purchased & Discounted (LBPD) 301.72 274.20 10.04
Auto Loan 248.70 284.31 (13.23)
Home Mortgage Loan 202.47 102.46 g97.61
Transport Loan 192.33 144.27 33.31
Lean to Leasing Company 162.44 86.89 86.96
Any Purpose Loan 131.23 211,92 (38.08)
Payments Against Documents( Cash ) 116.00 142.29 (18.48)
Others 340.99 161.19 111.55
Total 20,342.46 14.850.73 36.98
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In the year 2012, the Bank earned highest interest income
from overdraft loan product which was 27.34 percent among
interest income from loans and advances. From other
products like cash credit, project loan, LTR, Home Loan and
HBL-residential, the Bank received interest income of 20.359
percent, 18.23 percent, 8.86 percent, 4.60 percent and 4.14
percent respectively among interest income ffrom loans and
advances.

Cash Credis J
0.35%

Interest Expense

UCBL paid BDT 14,705.21 million as interést expense during the year 2012 recording a increase of BDT 4,502.00 million
registering a growth of 44.12 percent over previous year. Due to inflationary pressure in the economy as well as uncertainty in
the money market, the bank had to continue procure deposit at higher cost. Our average cost of deposits in 2012 was 9.57
percent which was 8.34 percent in 2011. Among interest expense, the Bank mostly paid interest on deposit which was BDT
14,677.99 million in 2012 against BOT 10.049.41 million in 2011. Interest paid on borrowings was BDT 27.22 million in 2012
which was BDT 153.81 million in 2011. Interest paid on borrowings decreased due to decline of borrowings from other banks
and financial institutions in 2012,

Product wise Interest Expense Analysis

In 2012; the Bank paid highest amount of interest on fixed deposits which was BDT 12,169.70 million against BDT 8,080.52
million in 2011. Growth of interest expense on fixed deposits was 50.61 percent in 2012 over 2011 whereas growth of fixed
deposits amount was 28.41 percent only. In same way, growth of interest expense on SND and scheme deposits were 15.64
percent and 53.62 percent whereas growth of SND and scherme deposits amount were 8.69 percent and 33.97 percent
respectively. On the other hand, growth of interest expense on saving deposits and growth of amount same deposits near close
in 2012 which were 7.05 percent and 8.00 percent respectively. Due 1o increase of interest rate on fixed deposits, SND and
scheme depesits, the growth of interest expenses were higher than the growth of same deposits amount. The interest rate on
term deposits was increased due to tighten money market scenario during 2012.

interests Paid on deposits and borrowings 2012 2011 Growth (%)
Fixed Deposits 12,169.70 8,080.52 50.61
Scheme Deposits 1,084.91 712.72 53.62
Short Term Deposits 922.78 79795 15.64
Savings Deposits 49015 45787 71.05
Other Deposits 0.45 0.35 30.38
Interest Paid on Borrowings 27.22 153.81 (82.30)
Total 14,705.21 10,203.21 44,12

Interest Expenses on Deposits and Borrowings

Other Depasits _ Interest Paid on
0.003% Borrowings
0.19%

Savings Deposits
3.33%

ShortTerm
Deposits
6.28%

Scheme
Deposits
7.45%
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Net Interest Income

Net interest income (NII) during the

year stood at BDT 6,613.71 million
recording a smart growth of

BDT 1,465.29 million which equivalent to
28.46 percent growth over previous year.

Income from Investment

B0

5,000 3

2,500 1

Net interestincome

2817 I

G

2,009 ]
2008 2008

5248 |
2012

Investment income during 2012 was recorded BDT 1,418.51 million which was BDT 1,833.82 million in previous year and the
income decreased by BDOT 415.30 million mainly due to crunch in the capital market and revaluation loss on government securi-
ties, Interest income from investment increased by 5,32 percent in 2012, which mainly earned from government treasury bilis
and bonds. Non-interest income from investment decreased to BDT 96.21 million in 2012 from BDT 578.28 million in previous
year mainly due to revaluation loss on government securities, negative growth of income from capital market.

BOT in million

Income from investments 2012 2011 Growth (%)
Government Treasury bills and bonds 1,313.75 1,246.86 5.36
Interest on bond, debenture & reverse repo 5.55 5.69 (1.61)
Interest income from investments 1.322.30 1,255.56 b.32
Discount, prize money & other income 358.16 99.61 260.58
Dividend on shares 121.63 159.39 [23.69)
Gain on sale of share 46.99 263.75 (B2.18)
Gain on revaluation on govt, securities (431.58) 55.51 (877.44)
Non-interest income from investments 896.21 578.26 (83.36)

1,418.51 1,833.82 (22.65)
Investment income consists of investment in money market S i
and capital market. income from money market operation in 1400 - 3,250
2012 was BOT 1,249.89 million registering a negative growth LI00 -
of BOT 160.79 million equivalent to a decrease of 11.40 T —
percent. Income from capital market operation was BDT ﬁ = - 533
168.63 million in 2012 registering a negative growth of BDT gl -
254.52 million which represents 60.15 percent decreases 200 1 .~—ﬁ

over the year 2011. The following table shows the income
from investment;

Inygitmeantincame from  Irvestment ncome rom
capltal market

eIy Pt g

Money market income decrease due to revaluation loss on government securities of BOT 431.58 million in 2012 whereas in
2011 it was gain of BOT 55.51 million. The loss arises due to increase of interest rate on government securities at'the early of

2012,

On the other hand, income from capital market decreased to BOT 168.63 million in 2012 from BDT 423.14 million in

previous year. Gain on sale of share decreased to BDT 46.99 million in 2012 from BDT 263.75 million in 2011 and dividend on
shares decreased to BDT 121.63 million in 2012 from BDT 152.39 million in previous year.

Commission, Fees, Exchange & Brokerage

Commission, fees, exchange & brokerage income during 2012
was recorded BDT 1,429.42 million which was BDT 1,553.80
million in ‘previous year and the income decreased by BDT
124.38 million which equivalent to a decrease of 8 percent,
while commission income increased by BDT 23.58 million
{equivalent to 3.20 percent), fees income decreased by BOT
14.96 million {equivalent to 6.31 percent) and exchange
earnings decreased by BDT 133.00 million (equivalent to
22.95 percent) over previous year.
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Other operating income

Other operating income during 2012 was BDT 716.01 million which was BDT 758.34 million in previous year and the income
decreased by BDT 42.32 million i.e. 5.58 percent over the year 2011. The main components of other operating income were inciden-
tal charge BDT 139.12 million decreased by 9.32 percent, recoveries from previously written off loan BOT 98.47 million decreased
by 33.63 percent, swift charge recoveries BDT 72.25 million increased by 27.69 percent, handling charge on LIM, LTR & EOL BDT
66.72 million decreased by 42.56 percent, other income on local credit card BDT 21.20 million increased by 41.82 percent and
other miscellaneous earning BOT 318.26 million increased by 18.36 percent.

Other Operating income 2012 281 Grawth (%)
incidental charges recoveries 13912 153.42 :Q.BQJ
Recoveries from previously written off loan 98.47 148.36 (33.83)
Swift charges 72.25 56.58 27.69
Handling charge on LIM, LTR & EOL 66.72 116.15 (42.58)
Other income on local credit card 21.20 14.94 41.89
Miscellaneous earming 318.26 268.89 18.36
_ 716,01 75834 (65589
Operating expense

Total operating expense during 2012 was recorded at BDT 4,415.44 million which was BDT 3,321.46 million in previous year and
the expense increased by BDT 1,093.98 million which eguivalent to 32.94 percent over last year. The main components of the
operating expenses are mentioned below:

Operating Expenses 2012 2011 Growth (%)
Salary and allowances 2,366.38 1,784.55 32,60
Rent, taxes, insurance, electricity etc. 637.02 450,07 41.54
Depreciation and repair of banks assets 338.08 236.78 4278
Stationery, printing, advertisements etc. 215.43 189,99 7.72
Visa card 118.46 58.47 102.60
Petrol, oil & lubricant 96.56 55.94 7260
Postage, stamps, telecommunications etc. 86.99 64.60 34.66
Business development V23 55.66 38.76
Medical expenses 7584 56.79 23.73
Entertainment 64.85 54.76 18.43
Traveling 56.45 39.14 44,22
Car expenses 53.67 38.63 38.92
Other expenses 228.38 226.08 1.02
Total 4.415.44 3,321,486 3294
In operating expenses, salary and allowances for the employees covered more & : 20tz

than 53 percent of total expenses which record a growth of 32.60 percent. The Wi, AL b

main reason for such increase of salary and allowances was the revision of pay i

scale in middle of 2012 and increase of number of employees of 392. Expenses g8 39
for rent, taxes, insurance, electricity ete. and depreciation & repair of bank's = ,'. [_5 i ‘ﬁ_ﬂ I
assets increased 41.54 percent and 42.78 percent respectively which were i e R wan B
second and third largest areas of operating expenses. These two areas of operat- g ; : 'Es g
ing expenses increased mainly due to expansion of branch network to 130 from s i E gi &E
115 and ATM booth from 77 to 81. I
Operating Profit

The total operating profit of 1_hE bank for t_he year 2012 stood at BOT 5,762.22 Operating profit g rg
million in comparison to BODT 5,972.91 million of 2011. Significant growth of net 3 & 5
interest income contributed the highest to reach at the operating profit of 2012, it SR

Other operating income i.e. non-interést income was BDT 3,562.03 million which el : 8 I |

was 14.08 percent less than previous year and operating expense was BDT anonq

4,413.52 million which was 32.88 percent higher than previous year. Mainly, due 20004 ] l I

to negative growth in other operating income, bank's operating profit in 2012 il

marginally trended to negative growth of 3.53 percent over previous year. soe 00D a0 301 R
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Profit before tax Beofit Belore tax
Profit before tax of the bank stood at BDT 3,739.06 million in 2012 5
compared to BDT 5,172.91 million of previous year. The bank 6000 1 - a i
maintained a substantial amount of provision against loans & ol 7 %
advances, investments and off-balance sheet exposures in 2012, a &
which was BDT 2,023.16 million against BDT 800.00 million in wel g3
previous year. The bank maintained more than 100 percent sson] o
provision against requirement in 2012, Thus, profit before tax . l
decreased to BDT 3,739.06 million showing a negative growth of aes sees  sean ster age
21.72 percent.

2012 2011 Growth (%)
Profit before provision / operating profit 5, 762.22 5,972.91 (3.53)
Provision for loans & advances 1,552.31 788.31 96.92
Provision for diminution in value of investments 351.89 - -
Other provision 118.95 11.69 917.54
Total provision 2.023.16 800.00 15290
Profit before tax 3,739.08 5172.91 (27.72)
Net profit

In 2012, bank’s net profit after tax decreased by BDT 1,358.67 million which Net profit
equivalents to 46.16 percent over the year 2011, As at 31 December 2012, net

288580

e e

profit after tax stood at BDT 1,586.13 million. Net profit decreased in 201.2 mainly = g
due to increase of provision requirement against loans & advances, investments n R -~
and off-balance sheet exposures, which was BDT 2,023.16 million. The bank also L &
maintained substantial amount of provision for payment of tax on its income for I I
the year 2012, which was BDT 2,152.94 million against BDT 2,227.11 million in N = 2 .
previous year. DME , 9009 201D ., D01 | MiD
Earnings per share Earnings per share
In the year under review, Earnings: per share (EPS) stood at BDT 1.90 which was o
BDT 3.52 (restated) in previous year. Bank's EPS decreased during the year 2012 g; j 2
due to decline of net profit, 25 <

a0 o = :}'
Significant variances 18 =
Details analytical review and variance analysis about the financial position and the g ﬁj : )

results of operations of the bank have been presented in this report. The directors 008 200m po1o, 2011 2082
have not observed any significant or unusual variance arisen otherwise than the effect of narmal course of business activities.

Basel Il Implementation Status
Risk based capital adequacy namely Basel Il framework has fully come into force from January 01, 2010 as stipulated by
Bangladesh Bank. Under the new risk based capital adequacy framework, bank calculates its capital requirement on guarterly
basis. UCE is maintaining its capital level above the minimum requirement and also providing adequate disclosure as per pillar
Il {market discipline) of Basel |l guideline. Base! |l constituted with three pillars.

Pillar | : Minimum Capital Regquirement

Fillar Il ;Supervisory Review Process

Pillar 1 : Market Discipline

Pillar | (Minimum Capital Requirement)
From very beginning of implementation of Basel || by Bangladesh Bank, UCB has been continuing to calculate minimum capital
reguirement (MCR). The summary of pillar | (Minimum Capital Requirement) on solo basis of UCB as under

Particulars 2012 2011
Tier | Capital 15,041.18 14,278.04
Tier Il Capital 3,414 .56 2,598.02
Total Eligible Capital 18,455.74 16,877.06
Risk Weighted Assets 177,900.41 155,231.89
Capital Adequacy Ratio (%) 10.37 10.87
Capital Surplus/(Deficit) 665.70 1,353.87
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Composition of UCB's Capital

UCB has strong core capital base which was 8.46 percent of risk weighted assets (RWA)} as on December 31, 2012. Bank's
supplementary capital was BDT 3,414.56 million at the end of 2012 which was 1.92 percent of RWA.

= i 2“12 R T T — _—_2011 T ey

Amount Ratio Amount Ratio

Tier-l (Core Capital) Ratio (%) 15,041.18 8.45 14,278.04 9.20

Tier-ll (Supplementary Capital) Ratio (%) 3.414.56 1.92 2,599.02 1.67

Capital Adequacy Ratio (%) 18,455.74 10.37 16,877.06 10.87
‘Comosition of Core Capital Comosition of Supplimentary Capital

B.66%
8% = :5/‘

— X

u Gencial Provision against Unclassified Loan

u General Provision on O Baance Sheel Exposure
= Assels Revaluation Reserve

W Goneral Réservo * Rétainéd Epming " Revaluation Resane of Govt, Securities

B Padd -up Capial B Share Premium B Statutony Resene

Capital Adequacy of the Bank against requirement

UCB maintained capital adequacy ratio (CAR)above the minimum requirement in 2012 and 2011. In 2010 UCB issued right
share, which helped the Bank to reach at above minimum level of capital requirement. At the end of 2012, the bank was in
capital surplus of BDOT 665.70 million which was BDT 1,353.87 million in previous year.
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Pillar Il (Supervisory Review Process)

The Bank measured the capital requirement as per pillar |l of new risked based capital adequacy framework. As per guideline
UCB identified and measured the following risks under supervisory review process (SRP) in addition to credit risk, For participa-
tion with dialogue with Bangladesh Bank, UCB has a SRP team of 12 members, which was approved by the Board of Directors
of the Bank.

Pitlar il (Market Discipline)

As per guideline of market discipline under new risked based capital adeguacy framework, the bank disclosed its related facts
and figures in annual report. The aim of market discipline is to establish more transparent and more disciplined financial
market so that stakeholders can assess the position of a bank regarding holding of assets and to identify the risks relating to
the assets and capital adequacy to meet probable loss of assets. For the said purpose, bank has developed a set of disclosure
containing the key pieces of information on the assets, risk exposures, risk assessment processes, and hence the capital
adequacy to meet the risks.

LICB provides all required disclosures in both gualitative and quantitative form in its annual report and official web site. Banks
also submit a copy of these disclosures to Department of Off-site Supervision of Bangladesh Bank. Qualitative disclosures
provide a general summary of a bank’s risk management objectives and policies, reporting system and definitions whereas
quantitative disclosures deal with figures of related risks.
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Focusing on the Future Requirement:

Aiming to maintain buffer capital, UCB is going to issue suboerdinated bond of BOT 2,000.00 million which will be added in Tier
Il capital of the bank. For issuing this bond, UCE has already got approval from Bangladesh Securities and Exchange
Commission and Bangladesh Bank. After issuance of bond, capital adequacy ratio of the banik will be near 12 percent.

The Bank has also build up the platform to transfer from the standardized approach of risk measurement to more advanced
version of Internal Risk Based Approach in evaluation of risk exposure of the Bank. Side by side, the Bank is taking preparation
for the transitional phase from Basel |l to Basel lll framework. As a8 part of this preparation, the Bank has calculated Liguidity
Coverage Ratio and Net Stable Funding Ratio concemning about its liquidity rigks,

Credit Rating

With a view to safeguard the interest of the prospeéctive investors, depositors and creditors and to improve the functioning of the
capital market of the country, Bangladesh Bank vide BRPD Circular No.08 dated July 05, 2006 has made it mandatory for the
Bank's to have themselves credit rated. Accordingly Credit Rating of United Commercial Bank Ltd was done by Credit Rating
Information Services Ltd (CRISL) on the audited Financial Statements as on 30-09-2010. CRISL has submitted their report as

under:

Particulars. Long Term Short Term
Entity Rating AA- N ST-2
Date of Rating April 09, 2012

Based on Financial Statement December 31, 2011

CRISL has upgraded the Long term Rating of UCE to 'AA- (pronounced as double A minus) from 'A+' (pronounced as single A
plus) and reaffirmed the Short Term Rating to ST-2 on the basis of its financials up to December 31, 2011 and other relevant
guantitative and qualitative information up to the date of rating. The above ratings have been assigned after due consideration
to its fundamentals such as good financial performance, good asset guality, good liguidity, diversified partfolio etc. The above
factors are, however, constrained to some extent by marginal capital adequacy, considerable increase In NPL, significant
unrated corporate exposure, considerable large loan exposure etc.

The Long Term rating implies that bank rated in this category are adjudged to be of high quality, offer higher safety and have
high credit quality. This level of rating indicates a corporate entity with a sound credit profile and without significant problems.
Risks are modest and may vary slightly from time to time because of economic conditions. Short Term Rating indicates high
certainty of timely payment. Liquidity factors are strong and supported by good fundamental protection factors. Risk factors are
very small.

CRISL also placed the company with "stable Outlook” considering that the existing fundamentals may remain same in near
future.

Events occurring after the reporting date

As at the date of this report, the directors are not aware of any matter or circumstance that has arisen since the end of the year
2012 upto the date of approval of financial statements by the Board of Directors of the Bank that has significantly affected or
may significantly affect the operations of the Company, the results of its operations or its state of affairs, which is not already
refiected in this report other than the followings:

» On April 30, 2013 United Commercial Bank Limited announced 10 percent cash dividend. Details of the announced dividend
declared during the financial year are disclosed in notes to the financial statement.

Report on the compliance of the conditions of BSEC's notification

In exercise of the power conferred by section 2CC of the Securities and Exchange Ordinance, 1969 (XVIl of 1969), Bangladesh
Securities and Exchange Commission (BSEC) issued notification no. SEC/CMRRCD/2006-158/134/Admin/44 dated August
07, 2012 to Enrripiy certain conditions for corporate governance. The notification was issued for establishing a framework for
ensuring good governance practices in the listed companies for the interest of the investors and the capital market. A statement
on the compliance with the BSEC's conditions is attached with this Annual Report with compliance certificate.

Corporate responsibility

As one of the leading bank, we acknowledge our responsibilities towards the society as a whole in which we live. We care for all
stakeholders, ethical functioning, respect for employee's rights and welfare, respect for human beings, respect for environment
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and disseminate information an CSR policy. We are focused on offering a strong, safe and responsible service that contributes
to the economic progress of society as a whole. We want to be seen as a company that is making a possible contribution to the
society, We are committed to managing and reporting our gperational impacts on the society and physical environments in
which we operate and we are continually striving to improve and develop our corporate responsibility (CR) policies and
performance. We realize that sustainable development is an ongoing journey. We are confident that we are well positioned and
prepared to deliver against our responsibilities in the short, medium and long term.

Green Banking

As a socially responsible organization, UCB takes the issue of ‘environment’
quite seriously. For quite some time, UCB has been organizing its operational
and marketing activities around the "Green Banking” concept. The Bank has
always been supportive of projects and initiatives related to greener country,
reducing energy consumption, environmental awareness building ete. In the
last couple of years, we have financially supported a number of initiatives
that we believe to be a step towards green Bangladesh. As a conscious
corporate citizen, UCB is not only promoting environment friendly projects,
but also advising its clients to make their projects compliant as regards io
environmental issues. Consequently, the corporates where UCE financed -
be it large or small - are becoming more aware of environmental impacts and
cum;ﬁlying with' the Bank's requirements. For external and internal
communication process, the Bank has adopted e-documentation and
e-communication system to reduce paper consumption both in-house and
externally. In developing new branches or ATM networks, the Bank has placed
priority on buildings that offer environmentally-friendly solutions and that are
designed to save more energy and minimize any negative environmerital impact. In our head office and branched, we have
installed eco-friendly equipments for reducing consumption of energy and water. The Bank also has a future plan of extending
these activities and exploring more areas to move towards green banking.

Corporate governance

The bank focuses on ethics, innovation and transparency. The establishment of well founded corporate governance within the
company will continue to be important in order to ensure a continuous profitable return to shareholders and a solid reputation
amongst clients and partners. We strive to maintain full compliance with the laws, rules and regulations that govern our
business, The main objective of UCE's corporate governance is to develop a strong, sustainable and competitive company in
the best interest of its shareholders, employees, business associates and society at large. Successful vaiue added business is
profoundly dependent upon transparency, internal and external confidence and trust. UCB believes that this is achieved by
developing a conspicuous reputation based on our financial performance, our business practices and our communication with
the market, all founded on transparency and ethical standards. A separate report on corporate governance has been attached
with this Annual Report.

Business ethics

United Commercial Bank has a reputation for delivering innovation, performance and solutions. The key element to our
long-term success is something less tangible and less easily illustrated with figures. These are integrity and honesty in our
business dealings, a factor that contributes to our long-term relationships with clients. All of our employees are expected to
behave ethically in their work, and our expectations to them are set out in ethical principles. The objective of the policy is to
make UCB a good Company to work for; to maintain our reputation for exceptional client service and ethical business dealings,
to compete ethically and to ensure that the business is managed to a high standard consistently.

Contribution to the National exchequer and the economy

United Commercial Bank Limited always upholds its responsibilities to the development of the society and the country as a
whole. During the year 2012, the bank made provision of BDT 2,152.94 million for payment of income tax which was BOT
2,227.11 million in 2011. A detalled report on the contribution to national economy and a report on distribution of value
addition by the bank have been attached with the annual report.
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Meeting of the Board of Directors and atitendance

During the year 2012 total 19 no. of Board of Directors' meeting held while 14 no. of Executive Committee meeting were held
and 11 no. of Audit Committee meeting held in 2012.

Attendance of Board of Directors in Board Meeting in 2012

Name Position No. of Meeting Held  Attendance Status as on 31.12.2012
Mr. Showkat Aziz Russell Vice Chairman 19 14 Continued
Mr. M. A, Sabur Chairman, Executive Committee 19 18 Continued
Mr. Md. Jahangir Alam Khan Chairman, Audit Committes 19 17 Cantinued
Mr. M. A Hashem Director 19 19 Continued
Hajee Yunus Ahmed Directar 19 17 Continued
Hajee M. A. Kalam Director 18 19 Continued
Mrs. Mur Nahar Zaman Director 19 4 Continued
Mr. Saifuzzaman Chowdhury, MP Director 19 14 Continued
Mr. Sharif Zahir Director 19 18 Continued
Mr. Md. Tanvir Khan Cirector 19 14 Continued
Mr. Anisuzzaman Chowdhuiy Director 19 13 Continued
Mr. Asifuzzaman Chowdhury Director 19 5 Continued
Mrs.Sultana Rezia Begum Rirector 19 10 Continued
Mr. Shabbir Ahmed Director 19 13 Continued
Mr. Ahmed Arif Billah Director 19 i 3 | Continued
Late Akhtaruzzaman Chowdhury Cirector 19 14 Expired on (4.11.2012
Mr. Kazi Enamul Hogue Director 19 12 Continued till 25:09.2012
Mr. Bazal Ahmed Director 19 11  Continued till 25.09.2012
Mr. Nur Uddin Javed Director 19 11 Continued till 25.09.2012
Mrs: Setara Begum Director 19 127  Continued till 25.09.2012
Mr. Riyadh Zafar Chowdhury Director 19 2  Continued till 30.08.2012
Mr. Emran Ahmed Director 19 6 Continued till 30.06.2012
Mr. Nasim Kalam Director 19 2 Continued till 30.06,2012
Mr. Nurul Islam Chowdhury Director 19 9  Continued till 30.06.2012

Attendance of Executive Committee Meeting in 2012

Name Position No. of Meeting Held Attendance Status as on 31.12.2012
Mr. M. A, Sabur Chairman, Executive Committee %4 14  Continued
Mr. Md. Jahangir Alam Khan Chairman, Audit Committee 14 14 Continued
Mr. M. A. Hashem: Director 14 14 Continued
Hajee M. A, Kalam Director 14 13 Continued
Mr. Saifuzzaman Chowdhury, MP Director 14 12 Continued
Mr. Kazi Enamul Hogue Birector 14 9 Continued till 25.08,2012
Mr. Bazal Ahmed Directar i4 7 Continued till 25.09.2012

Attendance of Audit Committee Meeting in 2012

Name T ____Position No. of Meeting Held  Attendance Status as on 31.12.2012
Mr. Md. Jahangir Alam Khan Chairman, Audit Committee 11 11 Continued
Hajee M. A. Kalam Director 11 10 Continued
Mr. Saifuzzaman Chowdhury, MP Director 11 g Continued
Mr. Sharif Zahir Director 11 10 Continued
Mr. Nur Uddin Javed Director 11 3 Continued till 25.09.2012

Pattern of shareholding

a. UCB's paid-up capital was BOT 8,366.12 million as on December 31, 2012 with a number of shares of 836,611,631 with
a face value of BDT 10.00 each. As on December 31, 2012, sponsors/promoters & directors hold 37.18 percent,
institutions hold 11.41 percent, general public hold 50.60 percent and Government hold 0.81 percent of total outstanding
shares. Summary of pattern of shareholding is as under;

Fully paid up shares issued to No. of Shares _Amount in BDT % of Shares
Sponsors/Promoters & Directors 311051667 3,110,518,670 3718
Institution (Financial & Others) Gb478874 954,788,740 11.41
General Public 423295517 4,232.955170 50.60
Govt. of Peoples Republic of Bangladesh 6785573 67,855,730 0.81
Total 836611631 8,366,116,310 100.00
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b. Directors, Chief Executive Officer, Company Secretary, Chief Financial Officer, Head of Internal Audit and their spouses

and minor children Shareholding position (name wise details)

Name of the Directors Shareholding as on 31.12.2012
~ Mr. Showkat Aziz Russell (Vice Chairman) and Spouse 16803463
Mr. M. A. Sabur (Chairman, Executive Committee) and Spouse 16738851
Mr. Md. Jahangir Alam Khan (Chairman, Audit Committee) and Spouse 16733342
Mr, M. A. Hashem (Director) and Spouse 20183457
Hajee Yunus Ahmed (Director) and Spouse 21704495
Hajee M. A. Kalam (Director) and Spouse 16733981
Mrs. Nur Nahar Zaman (Director) 17352809
Mr. Saifuzzaman Chowdhury, MP (Director) and Spouse 16732507
Mz, Sharif Zahir (Director) and Spouse 16763503
Mr. Md. Tanvir Khan (Director)and Spouse 16733948
Mr. Anisuzzaman Chowdhury (Director) and Spouse 16732237
Mr. Asifuzzaman Chowdhury (Director) and Spouse 16917723
Mrs.Sultana Rezia Begum 16781721
Mr. Shabbir Ahmed{Directar) and Spouse 16765807
Mr. Ahmed Arif Billah (Director) 16734696

Mr. Muhammed Ali (Managing Director) and Spouse

Name & Designation

Mr. Mirza Mahmud Rafiqur Rahman
{Additional Managing Director & Company Secretary) and Spouse -
Mr. Habibur Rahman Chowdhury

{(Executive Vice President & Chief Financial Officer) and Spouse -

Mr. Md. Delwar Hossain Mazumder
{Senior Vice Prsident & Head of Internal Audit) and Spouse -

Shareholding as on 31.12.2012

c. Executives:
Name & Designation Shareholding as on 31.12.2012
Mr. M. Shahidul Islam (Additional Managing Director) and Spouse e
Mr. Mohammad Abu Abdullah (Deputy Managing Director) and Spouse -
Mr. Md. Tariqul Azam (Deputy Managing Director) and Spouse -
Mr, Mohammad Shawkat Jamil {Deputy Managing Director) and Spouse -
Mr, Md. Zahirul Alam (Senior Executive Vice President) and Spouse -

d. Shareholders holding ten percent (10%) or more voting interest in the Company : il

Related party transaction
UCB had no credit directly to its director at the end of 2012. However, there were some related party contacts and transactions
wherein the Directors had interest. The bank got Bangladesh Bank's approval to make related party contact

Significant Contracis where Bank is a party and wherein Directors have interest:
ol Ne: ‘Nare ol the Contraot Ergrich Hame:

i Lease Agreement with
Mrs.Sultana Rezia Begum

Namie 6f the Directors and relatsd by

Agrabad Branch, Chittagong Mrs. Sultana Rezia Begum

__L _ (Owner of the premises)
Related Party Transactions:
_5_1. No NEH’_‘I_E of lhlE_! Pa I"_l'j.l"
i Dhakacom Limited

: Relationship
Common Director

Mature of Transaction

Data Connectivity Service for
Online Banking Selution
Remuneration of Directors

At the end of 2012, UCB had 16 (sixteen) members in its Board of Directors including the Managing Director.

As per Bangladesh Bank’s BDPD circular no. 3 dated lanuary 18, 2010, the members of Board of Directors (excluding Manag-
ing Director) received maximum BDT 5,000.00 (five thousand) as honorarium for attending each meeting.
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Appropriation of profit

Taking into account the profit available for distribution after complying with regulatory requirement, the Board in its 348th meeting
heid on 30.04.2013 recommended 10% percent cash Dividend for the year ended on December 31, 2012. However dividend for the
2012 is subject to approval of the shareholders at the 30th Annual General Meeting of the bank.

Proposed appropriations are as follows:

Particulars 2012 2011
Net profit after tax for the year 1,586.13 2,945,80
Retained earnings at the beginning 13.09 1.09
Transfer from General Reserve - 65.00
Profit available for appropriation 1,599.22 3,011.59
Proposed appropriations:

Transferred to statutory reserve 4781 1,034.58
Proposed stock dividend - 1,081.23
Proposed cash dividend B36.61 B72.99
Retained earnings 14.80 13.09.

Rotation/Appointment of Directors

The honorable Directors of the Bank Hajee M. A. Kalam, Mr. Sharif E_ahir', Mr. Md. Tanvir Khan, Mr. Anisuzzaman Chowdhury and Mr.
Asifuzzaman Chowdhury will retire in the 30th Annual General Meeting according to the article 108 & 109 of Articles of Association
of the Bank {one third of the directors shall retire by rotation in the AGM) and as per article 110 they are eligible for re-appointment.
Resume of them are as below:

Name of the Directors Entities where they have interest
Hajee M.A. Kalam 1. M/s. M. A. Kalam Ltd.
Director 2. M/s. United Overseas (BD) Ltd.

3. Arab Plantation Lid,
Date of Birth: 02.01.1946
Experience: 30 Years Above

Address:
2, Rabiya Rahman Lang, Chittagong’

Mr. Sharif Zahir 1. Ananta Casual Wear Ltd.
Director 2. Ananta Properties Ltd.

3. Ananta Energy Resources Ltd,
Date of Birth: 20.09.1877 4. National Finance Ltd.
Experience: 15 Years Above ‘5. Confidence Industries Ltd.

6. Ananta Apparels Lid.
Address: 7. Ananta Fashion Lid.
House # 15, Level#2 8. Ananta Group Lid.
48, Park Road, Baridhara, 9. Ananta Denim Technology Ltd.
Dhaka 10. DNV Clothing Lid.

11. Universal Menswear Ltd.

12. Ananta Huaxing Ltd,

13. T & S Brothers (BD) Ltd.

14. Vanguard Asset Management Ltd.
Mr. Md. Tanvir Khan 1. J. K. Fabrics Ltd.
Director 2. ). K. Knit Composite Ltd.

Date of Birth: 14.09.1983
Experience: 10 Years Above

Address:

LK. Group, 42/4, Progati Sarani

Green Orlando (3rd & 4th Floor) Baridhara,
Block-J, Dhaka-1229
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Rony Chemical Industries Ltd.
Bitucom Limited.

Mr. Anisuzzaman Chowdhury
Director

Date of Birth: 13.05.1872
Experience: 10 Years Above

Address:;
Bashiruzzaman Chamber
9 Bundle Road, Patharghata, Chittagong

el o

e

Mr. Asifuzzaman Chowdhury Synthetic Regin Praducts (Pvt.) Ltd.
Director 2. Rony Chemical Industries Ltd.

Date of Birth: 07.07.1978
Experience: 10 Years Above

Address:
Bashiruzzaman Chamber
9 Bundle Road, Patharghata, Chittagong

Auditors Report

The Board of Directors reviewed the Auditors Report issued by the bank's auditor M/S Syful Shamsul Alam & Co., Chartered Accountants
based on their audit of financial statements for the year ended 31 December 2012. The auditor didn’t mention about any material
misstatement or significant disagreement regarding review of the bank's financial statements.

Appointment of Auditors

An auditor cannot be appointed for more than thrée consecutive years. M/S Syful Shamsul Alam & Co., Chartered Accountants was the
auditor of the Bank for the year 2010, 2011 and 2012. They have completed their third year of audit and not eligible for reappointment.
The new auditor shall be appointed by the shareholders of the Bank for financial year 2013 in 30th Annual General Meeting of the Bank.

Hoda Vasi Chiowdhury & Co., Chartered Accountants of address: BTMC Bhaban (7th & 8th level), 7-8 Karwan Bazar, Dhaka-1215 has
expressed their willingness to be appointed as external auditor of the Bank for the year 2013. Section 210 of the Companies Act 1994
-gives authority to the shareholders to fix the appeointment of auditor and its remuneration. Hence, the Board recommended to appoint
Hoda Vasi Chowdhury & Co., Chartered Accountants as external auditor of the Bank for the year 2013,

Future outlook

United Commercial Bank Limited is making progress on embedding sustainability into business. We realize we have a long way 10 goand
will continue to build our programme in the year ahead. Market conditions for our industry are as challenging and volatile as we have
sgen in recent times. We have a strong capital position and we have accumulated a good size of quality portfolio and diversity in our
revenue and earning streams. Our presence in the market is growing steadily and we have improved our presence in all areas of
operations, We have professionals with profound managerial talents and perhaps most importantly, we have a hard earned reputation
as one of the top service providers in our industry. We are convinced of our ability to continue to thrive in all areas of our business
‘backed by around three decade of experience and driven by the ambition to continue reaching new heights in performance. Building on
our strength, we are confident that the company will be able to present better results before our shareholders in the years ahead.

Acknowledgement

The Bank closed the year 2012 recording reasonable performance in core areas of operation with relentless and dedicated efforts of
the employees of the Bank and sincere cooperation of all concemed it was possible to achieve the excellent results during the year.
Above all, strong liquidity base, prudent fund & credit management, continued guidance and inspiration to the Management by the
mernbers of the Board played a vital role in the overall development.

| take this opportunity to thank my colleagues in the Board for their continued support and contributions in moving the Company to the
right direction. I, of course, thank all the employee of the bank on whom we depend for our success. The members of the Board also
thank Bangladesh Bank, Bangladesh Securities and Exchange Commission, Dhaka and Chittagong Stock Exchanges, Central Deposi-
tory Bangladesh Limited, lenders, depositors and other stakeholders who are the partners in the growth of your Bank. We also look
forward to continued support from them. |

Last but not the least, | wish to thank our customers and shareholders for their continued support and trust repose on us and UCB
aspires to do better in future and with this expectation we place before the esteemed sharehoiders the accounts and this report for the
year 2012 for approval.

Sdf-

‘Showkat Aziz Russell
Vice Chairmah
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Report on Corporate Governance

Corporate Governance is the system by which companies are directed and controlled to the best interest of the stakeholders,
which describes the nature and extent of accountability of the people and institution engaged in the business. Corporate Gover-
nance ensures fairness, transparency and integrity of the management. Corporate Governance is a way of life, rather than a
mere legal compulsion. It further inspires and strengthens investor's confidence. and commitment to the Company. The
Company, through its Board and Committees, endeavors to share and deliver the highest governing standards for the benefit
of its stakeholders. In fact, corporate governance leads to the good governance and good governance is an integral part of the
economic development of a country.

Board of Directors

As at December 31, 2012, the Board Consists of 16 (sixteen) directors including ex-officio Managing Director and Managing
Director is playing the role of ex-officio director as per Articles of Association of the Bank. The Board members include persons
of high ealiber, with academic and professional qualification in the field of business and profession. This gives strength for
effective discharge of duties and responsibilities by the Board. The Board approves the bank’s budget and business plan and
reviews those time to time so as 1o give directions as per changing economic and market environment. The Board reviews the
policies and manuals of the various segments of businesses in order to establish effective risk management in credit and other
key areas of operations. The Board and the Executive Committee reviews the policies and guidelines issued by Bangladesh
Bank regarding credit and other operations of the banking industry. The management operates within the policies, manuals
and limits approved by the Board. Regular meeting of the Board is held to review the overall activities of the bank,

Board of Directors' Meeting

The Board of Directors hoids meeting on a regular basis. During the year 2012 total 19 Board meetings were held. At each
meeting, management provides information, references, and detailed working papers for each agendato all the directors
for consideration well ahead of the meeting. The chairman of the Board of Directors allocates sufficient time for the directors
to consider each agenda in a prudent way and allows them to freely discuss, inguire, and express opinions on the topics of
interest at the meeting in order to fulfill the Directors' duties to the best of their abilities at the meeting. The directors who
cannot attend the meeting are granted leave of absence by the board since they have applied for leave of absence. Information
regarding attendance of the directors in the meeting is attached as a separate report with the annual report. The list of the
Board members and their attendance in the meeting is stated below:

e “nBOD Mesting MRS 512 5002
Mr. Showkat Aziz Russeil Vice- Chairman 19 14 Continued
Mr. M. A. Sabur Chairman, Executive Committee 19 18 Continued
Mr. Md. Jahangir Alam Khan Chairman, Audit Committee 19 i7 Continued
Mr. M. A. Hashem Director 19 19 Continued
Hajee Yunus Ahmed Director 19 17 Continued
Hajee M. A. Kalam Director 19 19 Continued
Mrs. Nur Nahar Zaman Director 19 4 Continued
Mr, Saifuzzaman Chowdhury, MP Director 19 14 Continued
Mr. Sharif Zahir Director 19 18 Continued
Mr. Md. Tanvir Khan Director 19 14 Continued
Mr. Anisuzzaman Chowdhury Director 19 13 Continued
Mr. Asifuzzaman Chowdhury Director 19 5 Continued
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Name Position Total Board Attendance Status as

in BOD Meeting on 31.12.2012
Mrs. Sultana Rezia Begum Director ;19 10 Continued
Mr. Shabbir Ahmed Director 19 13 Continued
Mr. Ahmed Arif Billah Director 19 £ i i Continued
Late Akhtaruzzaman Chowdhury Director 19 14 Expired on 04.11.2012
Mr. Kazi Enamul Hoque Director 18 12 Continued till 25.08.2012
Mr. Bazal Ahmed Director 19 11 Continued till 25.09.2012
Mr. Nur Uddin Javed Director 19 1d Continued till 25.09.2012
Mrs. Setara Begum Director 15 12 Continued till 25.09.2012
Mr. Rivadh Zafar Chowdhury Director 19 2 Continued till 30.06.2012
Mr. Emran Ahmed Director 19 5] Continued till 30.06.2012
Mr. Nasim Kalam Director i9 2 Continued till 30.06.2012
Mr. Nurul Istam Chowdhury Director 19 8  Continued till 30.06.2012
Mr. Muhammed Al Managing Director 1% 5 Appointed on 01.11.2012

Board's Committees

Executive Commitiee

The Board has an Executive Committee consists of 5 ( five) members. The committee conducts their responsibility as per Terms
of reference (TOR) determined by the Board of Directors of the bank, The Executive Committes reviews the policies and guide-
lines issued by Bangladesh Bank regarding credit and other operations of the banking industry. The committee ensures the
implementation of the palicies and guidelines through the management. The Executive Committee of the Board approves the
credit proposals as per approved policy of the Board. The management ensures due diligence of the credit policy and risk
management at the time of submitting the credit proposals.

During the year 2012 total 14 {fourteen) no. of meeting were held. The list of the members and their attendance in the meeting

is stated below:

Name of the Status in the No. of E.C No. of Meeting Status as
Directors Committee Meeting Held Attended on 31.12.2012
M. A. Sabur Chairman 14 14 Continued
Md. Jahangir Alam Khan Member 14 14 Continued
M. A. Hashem Member 14 14 Continued
Hajee M. A. Kalam Member 14 13 Continued
Saifuzzaman Chowdhury Member 14 12 Continued
Kazi Enamul Hogue Member 14 9 Continued till 25.09.2012

Bazal Ahmed Member 14 7 Continued till 25.09.2012

Audit Committee

Another very import committee of the board is audit committee. The audit committee of the Bank comprises of three (three)
members. The committee is guided by the TOR of the committee as set by the Board of Directors of the bank in line with the
direction of Bangladesh Bank & Bangladesh Securities & Exchange Commission. Audit Committee meets with the external
auditors to discuss audit plan and risk management process of the Bank. They revies the financial statement of the bank at
least on guarterly basis. Audit committee conducts various special review by the Board Audit Cell, a very empowered cell working
under the committes,

During the year 2012 total 11(eleven) no. of meeting were held. The list of the members of the committee is stated below:
1. Md. Jahangir Alam Khan, Chairman of the committee
2. Hajee M. A, Kalam, member
3. Saifuzzaman Chowdhury, MP, member
4. Sharif Zahir, member
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Report of the Board Audit Committee
A separate report of the board audit committee is attached with this Annual Report separately.

Regulatory compliance/disclosure:

The primary regulator of the bank is Bangladesh Bank and other major regulator includes, Bangladesh Securities and
Exchange Commission (SEC), Dhaka Stock Exchange (DSE), Chittagong Stock Exchange {CSE), RJSC, CDBL, National Board of
Revenue, etc, Bank has been following related guidelines on submission of financial statements and other statutory reports
(daily, weekly, monthly, quarterly, half-yearly and yearly or any other report on requisition). Any significant development in the
business is forth-with disclosed through the adherence of proper rules/guidelines/directive in the form of price sensitive decla-
rations. Bank also ensures submission of returns to regulatory bodies in full compliance of the requirements and appropriate
disclosures ensuring transparency and accountability. Board of Directors ensures adequate disclosures for the sharegholders
through Annual report or other specific disclosures if required.

Delegation of power

The Board has delegated appropriate finance and business power to the Management. In order to have proper functioning and
quick disposal of credit proposal, Board has delegated required authority to the Executive Committee of the Board to approve
proposal within certain limit and take various necessary decision. The delegation supports the operation of the bank in a
positive manner.

Role of the Chairman

The chairman of the Bank is elected by the Board. He is responsible for organizing business of the Board, ensuring its effective-
ness and setting its agenda. The chairman is not involved in the day-to-day business of the Bank. The chairman ensures that
the Board members undertake appropriate induction, covering terms of appeintment, duties and responsibilities.

Role of the Managing Director

The Managing Director is responsible for overall activities of the business and for formulating and implementing Board strategy
and policy. He has control of the Bank on a day-to-day basis and is accountable to the Board for its financial and operational
performance.

Management and its commitiee

Management team of UCBL is headed by the Managing Director, Mr. Muhammed Ali. A list of the executives of the bank as on
the date of the reporting is attached with the annual report separately. Several management committees have been formed to
handle the banking operation-and identify and manage the risk associated with the business. The committees are MANCOM,
ALCO, Credit committee, Anti Money Laundering Committee, RMU, Investment Committee, Basel-ll Implementation Committee,
PAMC etc.

Directors Remuneration

The director does not receive any type of remuneration and incentive. They are only paid board meeting attendance fees, travel-
ling and living expenses incurred for attending in the board meeting and other board’s committee meeting as per Articles of
Association of the Bank and within the guidelines of Bangladesh Bank instruction. Information regarding expenses relating
directors is disclosed in the annual financial statement as a separate note to the notes to the financial statements.

Managing Director Remuneration

The remuneration package of the Managing Director is determined by the Board and is approved by Bangladesh Bank: The
Managing Director has been appointed for three years term and his remuneration is also disclosed separately in the financial
statements.

Report on going concern _
The report is attached with this Annual Report separately.

Audit by the Central Bank

Bangladesh Bank also conducts comprehensive inspection of the Bank every year. The reports are reviewed by the Board and
its audit committee. The Bank gives utmost importance to the inspection report and actions are taken regarding the inadequa-
cies or lapses mentioned in the report.
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Audit by the External Auditors

External auditors covered sufficient no. branches and Head Office as part of the annual audit program. Auditors covered B0%
of risk weighted assets of the Bank. They have also discussed with the Management and Audit Committee of the Board on
various issues including Internal Control and Compliance issues. Suggestions of the auditors (if any) are given due consideration
and are implemented by the Management. The reports of the auditors are alse discussed in the Board.,

internal Control & Compliance

Bank has a separate Division for Internal Control and Compliance. This division operates independently and has given responsi-
bilities by the Board in line with the Bangladesh Bank guidelines. The Bank has an audit and inspection department under
Internal Control & Compliance Division. The major responsibilities of audit and inspection department are as under;

- To ensure that the bank operates within the principles, policies, framework and procedures formulated by the Board;
- To ensure the regulatory compliance in its day-to-day activities;

- Suggest to adopt of effective policies and procedures for smooth operation of day-to-day activities;

- To provide the Board and Management with detail information regarding business activities of the

bank to determine future course of action by the Management; etc.

Statement of Compliance

Bangiadesh Securities and Exchange Commission notification on corporate governance

Bangladesh Securities and Exchange Commission (BSEC) issued a Corporate Governance Guidelings (Notification no.
EC/CMRRCD/2006-158/1.34/Admin/44 dated August 07, 2012) for the companies listed with the Stock Exchanges in Bangla-
desh. Compliance status of the guidelines of Securities and Exchange Commission is attached separately with the annual
report.

Bangladesh Bank's guidelines on corporate governance

Erangtadesh Bank alsec issued guidelines on February 4, 2010 as BRPD Circular no.06 (replacing BRPD circular no.16 dated July
24, 2003) on corporate governance. Compliance of the guideline is also attached separately with the annual report.
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Compliance Report on BSEC Notification on Corporate Governance

Status of Compliance with the condition imposed by the Bangladesh Securities and Exchange Commissions
Nﬂtlfrcatrﬂn No. SEC/CMRRCD/2006-158/134/Admin/44 {iated 07 August, 2012:

Condition Title ' Compliance status ' Reisiiniics
No. (put v in the
_ appropriate column) (if any)
Complied Not
. . _complied
10 Board of Directors | | |
14 Board's size shall not be less than 5 and more than 20 A
12 Independent Director |
1.2 (i) Independent director: At least 1,/5th of the total number of J
_ ﬁlrerstﬂrs |
1.2:(ii) Fnr the purpose uf this clause "independent d1rectur i S
! _| means a director. i)
1.2 {ii) a} Independent director does not hoid any share or holds less iy
| than one percent (1%) shares of total paid up capital, | | !
1.2 {ii) 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 4
{certain family members are also required to comply with this
 req ulrement}
2 (i} e) Independent director does not have any other re!atmnshup
whether pecuniary or otherwise, with the company or y
~ Its subsidiary/associated companies.
1.2 (iiyd) Independent directors are not the members, ' J
directors or officers of any stock exchange.
1.2 {ii) @) Enﬂepﬁndent director is not the shareholder,
director or officers of any member of Stock Exchange oran y
Intermediary of the capital market.
1.2:{ii) f) Independent r;larer:tﬂr is/was not thEr partners or executives | )
during preceding 3 (three) years of concerned company's A
__ statutory audit firm. I |
1.2 (i) g) Independent directors is not the independent director in J
 more than 3 (three) listed companies.
1.2.(ii) h) tnd&pﬂndem director is not convicted by & court of mmp&t&nt '
jurisdiction as a defaulter in payment of any loan to-a bank +f
| ora non-bank financial institution (NBFI). , |
1.2 (i} 1) Enﬂepmderﬁ director has not been convicted for a criminal 4
~ offence invoiving moral turpitude,
1.2 (iii) Theindependent director shall be appmnted I::y the Board | N
of Directors and approved by the Shareholders in the AGM. i
1.2 {iv) The post of independent directors cannot remain ' J
| vacant for more than 90 days. | |
1.2 (v) The Board shall lay down a Gﬂde Df Eﬂnduc‘t ﬂf aII Eﬂard Members ! J '
 and Annual Compliance of the Code to be recorded. | .
1.2 (vi) The tenure of office of an Independent Directors shall ‘ '
be for a period of 3 (three) years which may be 3
 extended for 1 {one) term only. . .
43 | Qualification of Independent Director (ID) |
% 3 (i) independent director shall be knowledgeable ’
individual with Ir'!tﬂgl'lt}f who is able to ensure: required mmplianr;e. . v
1.3 (i) The independent director must have at least 12 (twelve) '
years of corporate management/ professional experiences
along with other requisites. ,
1.3 (iii) In special cases above qualification may be relaxed </
by the Commission
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Compliance Report on BSEC Notification on Corporate Governance

Condition ' Title . Compliance status Remarks
No. (put v in the
| appmprlata column) (if any)
' Complied Not
| complied
1.4 Separate Chairman and CEQ and their clearly defined roles and ' \
| responsibilities. = s Bl 2
| 4.5 Directors Ftepﬂrt to Sharehalders. : :
Ei0 | Industry outlook and possible future developments in the industry | il
1.5ii) ~ Segment-wise or product-wise performance. N
1.5 {iii) ' Risks and concerns v
1.5 (iv) ' Discussion on cost of goods sold, gross profit margin and net profit 5 ||
margin .
1.5 (v) - DFEEUESIEJTI on gontinuity of any Extra-Ordinary gain or loss ' y
1.5 (vi) Basis for related party transaction- a statement of all related party | r
| transactions should be disclosed in the annual report | 3
1.5 (vii) Utilization of proceeds from public issues, right issues and/ or J
~through any others instruments. -
1.5 (viii) An explanation if the financial resuits deteriorate after the mmpan:.r = =
| goes for IPO, RPO, Rights Offer, Direct Listing etc.
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 (%) Een}ur_neratlpn to directors including independent directors. f N
1.5 (xi) | The financial statements prepared by the management of the '
company present fairly its state of affairs, the results of its operation, v
__cash flows and changes in equity. _
1.5 (if) | Proper books of account of the company have been maintained. |
1.5 (xiii) ' Appropriate accounting policies have been consistently applied in =~ |
preparation of the financial statements and that the accounting v
estimates are based on reasonable and prudent judgment.
1.5 (xiv) international Accou ntmg Standards {!AS],J Bangladesh Amauntmg
Standards (BAS)/International Financial Reporting Standards
(IFRS) /Bangladesh Financial Reporting Standards (BFRS), 3
as -applicable in Bangiadesh, 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 been ' i '
effectively implemented and monitored. |
1.5 (xvi) ' There are no significant doubts upon the company's ability to | v |
| continueas 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 should be N
explained.
1.5 (xviii) ' Key operating and financial data of at least preceding 5 (five) years | J i
_ shall be summarized.
1.5 (xix) if the company has not declared dividend {cash or stock) for the 4
| year, the reasons thereof shall be given. o I |
1.5 (xx) ' The number of Board meetrngs held dunng the ].fear and attendance | |
by each director shall be disclosed. ki ! |
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) &) ' Parent/Subsidiary/Associated Companies and other related parties | J |
(name wise details},
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' Condition ' Title Compliance status i
No. (put V in the
' appropriate column) (if any)
Complied Not
. complied
1.5 (xxi) b) Directors, Chief Executive Officer, Company Secretary, 4
Chief Financial Officer, Head of Internal Audit and their SPOUSEs
* and minor children {name wisedetaitsy, | 1
1.5 (xxi) &) Executives (top five salaried employees of the company other than v
. stated in 1.5(xxi)b);
1.5 (xxi) d) ~ Shareholders holding ten percent (10%) or more voting interest in J
| 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; g |
1.5 (xxii) b) ~ Nature of his/her expertise in specific functional areas. i | |
1.5 (xxii) c) | Names of companies in which the person also holds the directorship | g
_ and the membership of committees of the board.
20 ' Chief Financial Officer, Head of Internal Audit & Company
| Secretary
|24 ' Appointment of CFO, Head of Internal Audit and Company A
Secretary and their clearly defined roles, responsibilities and duties.
2.2 | Attendance of CFO and the Gumpany Secretary at Board of o
_— | Directors meeting
3.0 . Audit Committee:
'3 (i) | Audit Committee shall be the sub-committee of the Board 5[l
of Directors.
3 i)  The Audit Committee shall assist the Board of Di FE'EI@FS-%H'EHSUHHE
that the financial statements reflect true and fair view of the state o
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 dutiés of the Audit Committee shail be v
r:1ear|1.r set forth in wntmg
131 | Constitution of the Audit Committee
3140 The Audit Committee shall be composed of at least 3 members. \
3.1 {ii) | Constitution of Audit Committee with Board [
. Members including one Independent Director. I
3.4.(iii) All members of the Audit Committee should be
“financially literate™ and at least 1 (one) member shall have V
accounting or related financial management expenenche
3.1 (iv) Filling of Casual 1'.-'a?u:a.'smn:::..r in Gnmmrttee
S iv) The Company Secretary shall act as the N
secretary of the Committee.
3.1 (vi) - The quorum of the Audit Committee meeting
, shall not constitute without at least 1 independent director.
32 Chairman of the Audit Committee o v
3.24) | Chairman of the Audit Committee shall be an Independent Director.
3.2 (i) Chairman of the audit committee shall remain J
, present in the Annual General Meeting (AGM).
33 Role of Audit Committee -
Tfﬁ:é_i;t_} | Oversee the financial reporting process. \
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~ Condition Title - Compliance status

No. (put v in the e i
- appropriate column) (if any)
' Complied = Not
complied
3.3 {ii) Monitor choice of accounting policies and principles.. | v i
3.3 (i) Monitor Internal Control Risk management process. ~..4'r
3.3 (v} Oversee hmng and perfermanee of external: audttare : ¥ ,
3.3 (V)  Review ateng with the management the annual financial statements | 4
before submission to the board for approval,
3.3 (vi) _aléﬁéﬁiang with the manage_men_t-_tt_te_aaarterhr-and half yearly N
Financial Statements before submission to the Board for approval, .
3.3 (vii) ~ Review the adequacy of internal audit function. J |
3.3 (wiil) Review statement of eignlfleant related eerty transactions submitted | T
by the management. .
3.3 (ix)  Review Management Let:tera,fF Letter of Internal Control weakness i J
issued by statutory auditors. |
3.3 (%)  When money is raised tltreugh Initial Public Offering (IPO)/ Repeat I N
Public Offering (RPO)/Rights Issue the company shall disclose to
the Audit Committee abput the uses,/ applications of funds by major i

category (capital expenditure, sales and 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
341 | Reporting to the Board of Directors. I |
3441 (i) The Audit Committee shall report on its activities ' i
to the Board of Directors. _ .
3.4.1 (i) ~ The Audit Committee shall immediately report 1 J il |
to the Board of Directors on the following findings, if any: _
344 (i) a) Report on conflicts of Interests. N
341(0b) | Suspected or presumed fraud or irregularity or material defectinthe |
internal control system; o
3.4.1{ije) ¢) Suspected infringement of laws, including securities related laws, ' J
rules and regulations; ,
3.4.1 {iiy d) ~ Any-other matter which shall be disclosed | |
_ to the Board of Directors immediately, . N
342 Reporting of anything having material financial |y
impact to the Commission.
35 i Fteaertmg to the Shareholders and General Investors. ' N
4.0 Extematfﬁtatutery Auditors '
LA (i)  External/Statutory Auditors should not T
be engagea m aeeraleat or traluat:en aenrleee er talmeae eelmene i
4 (i) ernanStatuter:.r Auditors should not be engaged in financial 1 N | | |
information systems design and implementation. i i
4 (i) External/Statutory Auditors should not be engaged in book-keeping
or other services related to the accounting records or financial v
statements.
4 {iv) [ Extemat,-"ﬁtatutery Auditors should not be engag_e_a_tn broker-dealer | il i
_ services, i ! 2
4 (v) External/Statutory Auditors should not ' |

be engaged in actuarial services.
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Compliance Report on BSEC Notification on Corporate Governance

Condition | Title Compliance status |
No. (put \ in the oo

| appropriate column) (if any)

Complied | Not

complied

4 (vi) External/Statutory Auditors should not yf
be engaged in internal audit services.
4. {vii) External/Statutory Auditors should not be engaged in any other J
service that the Audit Committee determines.
& (viii) Mo partner or employees of the external audit
firms shall possess any share of the company they audit at least v
during the tenure of their audit assignment of that Company.

5.0 Subsidiary Company
5() ~ Provisions relating to the composition of the Board of Directors of
the holding company shall be made applicable 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 Board of Directors
of the subsidiary company.

5 {iii) * The minutes of the Board meeting of the subsidiary comparny shall

be placed for review at the following Board meeting of the v

holding company. o R

5 {iv) The Minutes of the respective Board meeting of the holding

company shall state that they have reviewed the affairs of the 't

Subsidiary Company also.

5 (v) The Audit Committee of the holding company shall also review the

Financial Statements, in particular the investments made by the W

Subsidiary Company.

6.0 Duties of Chief Executive Officer (CEO) and Chief Financial

Officer (CFO)

B ~ They have reviewed financial Statements for the year and that to

the best of their knowledge and belief:

& {i)a) These financial statements do not contain any materially untrue

statement or omit any material fact or contain statements that might A

__be misleading.

& (i) b) 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, 4/
illegal or violation of the company's code of conduct.

7.0 Reporting and Compliance nf_ﬂnrpmate Governance:
T ~ The company shall obtain a Certificate from a Professional i |

Accountant/Secretary (CA/CMA/CS) regarding compliance of

gonditions of Corporate Governance Guidelines of the Commission

and shall send the same to the shareholders along with the Annual
~ Report on a yearly basis.

T (i) The directors of the company shall state, in accordance with the .
Annexure attached, in the directors' report whether the company N
has complied with these conditions.

.

L i
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R U 4% PR S e e
3 Qe 2 i (N
K. M. HASAN & CO. Fax : 880-2-9343792

KEMHCO E-mail 1 kimb_cog@yahoo.com
ot

Chartered Accountants

Certificate of compliances of conditions of The Corporate Governance
guidelines to the shareholders of United Commercial Bank Limited

We have examined the compliances of conditions of The Corporate Governance
guidelines of the Bangladesh Securities and Exchange Commission (“BSEC") by United
Commercial Bank Limited (the “Bank”) as stipulated in clause 7(i) of the BSEC
notification no SEC/CMRRCD/2006-158/134/Admin/44 dated 7 August 2012,

The compliances of conditions of The 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 examination for the purpose of issuing this certificate was
limited to the examining 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 thereon.

To the best of our information and according to the explanations given to us, we certify
that the Bank has complied with the conditions of corporate governance stipulated in
the above mentioned BSEC notification dated 7 August 2012 issued under section 2CC of
the Securities and Exchange Ordinance-1969, except for conditions No.- 3.1 (i}, 3.2(i},
5(i) & 5(ii) which will be complied in due course as assured by the management of the
Bank.

Managing Partner
K.M.Hasan & Co
Chartered Accountants

Dhaka, May 9, 2013.
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Compliance of Bangladesh Bank's guidelines of Corporate Governance
( BRPD eircular no 16 dated 24.07.2003)

Particulars Compliance
Status

Responsibilities and authorities of the Board of Directors

(a) Work-planning and strategic management Combplied

(i) The Board shall determine the objectives and goals and to this end shall chalk out strategies and :

work-plans on annual basis. It shall specially engage itself in the affairs of making strategies consistent with

the determingd objectives and goals and in the issues relating to structural change and reorganization for

enhancement of institutional efficiency and other relevant policy matters. It shall analyze/ monitor at

quarterly rest the development of implementation of work plans.

(i) The Board shall have its analytical review incorporated in the Annual Report as regard the success/Tailure Complied

in achieving the business and other targets as set out in its annual work-plan and shall appraise the
shareholders of its opinions/recommendations on future plans and strategies. It shall set the Key
Performance Indicators (KPis) for the CEQ and other Senior Executives and have it evaluated at times.

(b) Lending and risk management:

(i) The policies, strategies, procedures etc in respect of appraisal of loan/investment proposal, sanction, Complied
disbursement, recovery, reschedulement and write-off thereof shall be made with the Board's approval under

the purview of the existing laws, rules and regulations. The Board shall specially distribute the power of

sanction of loan/investment and such distribution should desirably be made among CEO and his subordinate

executives as much as possible. No director, however, shall interfere, directly or indirectly, in the process of

loan approval,

(i) The Board shall frame policies for risk management and get them complied with and shall monitor at Complied
quarterly rests the compliance thereof,

{ ¢} Internal control management:

The Board shall be vigilant on the internal control system of the Bank in order to attain and maintain Complied
satisfactory qualitative standard of its loan/investment portfolio. It shall review at quarterly rests the reports

submitted by its audit committee regarding compliance of recommendations made in internal and external

audit reports and the Bangladesh Bank inspection reports.

{d) Human resources management and development:

(i) Policies relating to recruitment, promotion, transfer, disciplinary action and punitive measures, human Complied
resources development, etc and service rules shall be framed and approved by the Board. The chairman or

the directors shall in no way involve themselves or interfere into or influence over any administrative affairs

including recruitment, promotion; transfer and disciplinary measures as executed under set service rules. No

member of the board of directors shall be included in the selection committees for recruitment and promaotion

to the immediate two tiers below the CEQ shall, however, rest upon the Board. Such recruitment and

promotion shall have to be carried out complying with the service rules i.e .policies for recruitment and

promotion

(i) The board shall focus its special attention to the development of skills of bank's staff in different fields of Complied
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 board shall get these programs incorporated in its annual work plan.

(e) Financial management:
(i) The annual budget and the statutory financial statements shall finally be prepared with the approval of the

: : pli
Board. It shall at quarterly rests review,/monitor the positions in respect of Bank's income, expenditure, Complied
liguidity, non-performing asset, capital base and adequacy, maintenance of loan loss provision and steps
taken for recovery of defaulted loans including legal measures.
(i} The board shall frame the policies and procedures for bank's purchase and procurement activities and Complied

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 adopted with the approval of the board.
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Compliance of Bangladesh Bank's guidelines of Corporate Governance

Particulars Compliance
Status

{f) Formation of supporting commitiees:

For decision onurgent matters an executive committee, whatever name called, may be formed with the directors. Complied

There shall be no committee or sub-committee of the board other than the executive committee and the audit il

committee. No alternate director shall be included in these committees.

(g) Appointment of CEOQ:

The board shall appoint a competent CEQ for the bank with the approval of the Bangladesh Bank Complied

2 Responsibilities of the chairman of the board of directors:

[a} As the chairman of the board of directors (or chairman of any committee formed by the board ar any director)

does not personally possess the jurisdiction to apply policymaking or executive authority, he shall not participate in Complied
or interfere into the administrative or operational and routine affairs of the bank;

{b) The chairman may conduct on-site inspection of any bank-branch or financing activities under the purview of the

oversight responsibilities of the board. He may call for any information relating to bank's operation or ask for Complied
investigation into any such affairs; he may submit such information or investigation report to the meeting of the

board or the executive committee and if deemed necessary, with the approval of the board, he shall effect necessary

action thereon in accordance with the set rules through the CEDQ. However, any complaint against the CEO shall have

to be apprised to Bangladesh Bank through the board along with the statement of the CEQ.

(c} The chairman may be offered an office-ropm, a personal secretary/assistant, a telephone at the office and a

vehicle in the business-interest of the bank subject to the approval of the board, :
Complied

03 . Responsibilities of the adviser:

The adviser, whatever name called, shall advise the board of directors or the CEQ on such issues only for which he is

engaged in terms of the conditions of his appointment. He shall neither have access to the process of  Noadviseris
decision-making nor shall have the scope of effecting executive authority in any matters of the bank including appointed.
financial, administrative or operational affairs.

04 . Responsibilities and authorities of the CED: _
The CEQ of the bank, whatever name called, shall discharge the responsibilities and effect the authorities as follows:

(a) In terms of the financial, business and administrative authorities vested upon him by the board, the CEQ shall

discharge his own responsibilities. He shall remain accountable for achievement of financial and other busingss Complied
targets by means of business pian, efficient implementation thergof and prudent administrative and financial

management.

(B) The CEQ shall ensure compliance of the Bank Companies Act, 1991 and/or other relevant laws and regulations Complied
in discharge of routing functions of the bank.

(¢} The CEQ shall repert to Bangladesh Bank of issues violative of the Bank Companies Act, 1991 or of other Complied

laws/ regulations and, if required, may apprise the board post facto.

(d) The recruitment and promotion of all staff of the bank except those in the _tm:r tiers bem'._u him shall_rast on the Complied
CEQ. He shall act in such cases in accordance with the approved service rules on the basis of the human resources

policy and sanctioned strength of employees as approved by the board, The board or the chairman of any committee

of the board or any director shall not get involved or interfere into such affairs. The authority relating to transfer of

and disciplinary measures against the staff, except those at one tier below the CEQ, shall rest on him, which he shall

apply in accordance with the approved service rules. Besides, under the purview of the human resources policy as

approved by the board, he shall nominate officers for training etc.

United Commercial Bank Limited | 93




&

" ANNUAL REPORT

Reports of the Audit Committee

Introduction:

In compliance with the BRPD circular no. 12 dated: 23 December 2002 and Bangladesh Securities and Commission notification
no. - SEC/CMRRCD,/2006-158/134/Admin/44 dated: 07 August 2012, the Audit Committee was constituted by the Board of
Directors of the Bank with a view to establish a unique, strong and dependable banking system for all stekeholders specially for
shareholders and depositors as well as assist the Board of Directors in ensuring transparent financial reports , non financial
corporate disclosures, internal control system and compliance to governing rules and laws.

Composition:
The composite of the Audit Committee of the Bank as on 31.12.2012:

Name Status With the Committee
Mr. Md. Jahangir Alam Khan Chairman
Hajee M. A. Kalam Member
Mr. Saifuzzaman Chowdhury, MP Member

Mr. Sharif Zahir Member

As per regulatory guideiines, the Company Secretary of the Bank Mr. Mirza Mahmud Rafigur Rahman is the secretary of the
Audit Committee.

Meeting:
The Audit Committee has conducted 11 (Eleven) meeting in the year 2012, Details of the meeting are shown below:

Name No of Meeting Held Present Remarks
Mr. Md. Jahangir Alam Khan 14 11 Continued
Hajee M. A. Kalam 11 10 Continued
Mr. Saifuzzaman Chowdhury, MP 11 09 Continued
Mr. Sharif Zahir 11 10 Continued
Mr. Nur Uddin Javed i1 09 Continued till 25.09.2012

Role of Audit Committee:
The prime Job the committee is to facilitate the Board of Directors in its oversight responsibilities. The following are the key
activities of the Committee during the period;

a) Review of the Bank’s Financial Statements in line with accounting standard set by regulators.

b) Review the findings and recommendations of external auditors.

) Review the inspection report of Department of Banking Inspection (DBI) of Bangladesh Bank and its subsequent
compliance thereof.

d) Review the arrangements made by the management for developing and maintain a suitable Management
information System (MIS).

e Review the internal risk management procedure.

1) Review the adequacy of internal Control & Compliance functions of the Bank.

E) Monitoring the effectiveness for removal of irregularities detected.

h) Review of the Internal Audit Reports of the branches/departments and status of compliance thereof.

i) Review of the classified portfolio and recovery position of the Bank.

i) Review statement of significant related party transactions submitted by the management.

k) Recommend for appointment of Auditors of the Bank for the year 2013,

1) Assessment of activities of Bank Management in the line with the policies set out by the Board,

Acknowledgement: |
The members of the Audit Committee express their gratitude and thanks to the Board of Directors, Management and Auditors
for their cooperation while performing its duties and responsibilities.

Sd/-

Md. Jahangir Alam Khan
Chairman, Audit Committee
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Report on Human Resource Management

UCRB has always been an equal opportunity employer caring for it's employees, because it believes, employees are the driving
force behind quality business growth. In UCB, our objective is to bring in competitive advantage through gradual consolidation
of best HR practices and by consistently scaling newer heights in human quality & capability to cope up with changes in a work
culture based on values and customer satisfaction.

In line with our HR development strategies - 2012, some highlights of HR development initiatives during the year are stated
below:

1. Target/KPI| Based Performance Management System

Our objective is to shape up a strong foundation in the performance management of the employees through target/KP| based
performance system which is one of the best HR practices globally to inculeate excellence in employee performance and thus
to adopt an objective performance appraisal system for reward & recognition.

We have launched and activated the system as of 2012. Under the system, every individual officer/executive in a given function
receives a set of performance parameter / targets /KPl  primarily relates to job responsibilities (functional or cross functional)
at year beginning which he/she is supposed to consciously deliver during the year. Targets / KPI are usually generated from the
business plan, given objectives of the functions, given job description and the nature of job of the individual. Normally, deliver-
able targets/KFI are discussed between the job holder and the immediate superior (target setters) at beginning of the year so
that the job holder knows what is expected of him/her during the year. An effort has been made to define the performance
parameters /targets SMART as far as practicable. SMART means, Specific, Measurable, Ambitious, Realistic and Time Bound.

The perfﬂrmam:e parameters/targets given to an individual employee at the beginming of the year has been considered as the
primary basis of his/her performance appraisal at the end of the year.

The system of targets/KPI based performance vis-a-vis performance appraisal system on board has been working reasonably
well, but will take some more time to clarify understanding amongst the employees to stabilize the system with further training
& coaching.

2. A remuneration & reward system linked to performance
Our objective was to link annual increment with individual merit & competence based on the performance measure of an
employee during a year.

Keeping an insight in our objective, we have revisited employees’ remuneration package through a survey during the year 2012
and accordingly remuneration package in job grades has been updated to make it competitive in the market.

The important change that we have brought in is that "capped time basic pay scale” coupled with the element of fixed annual
increment in a job grade has been replaced.

in the revised policy, 8 minimum basic pay has been determined on a rational basis in each job grade leaving the maximum limit
open ended which has given a space to rightly reward an extraordinary employee in terms of merit & competence within the
policy guideline.

Annual fixed increment in a job grade has thus been replaced by flexible merit increase in terms of % (percentage) over the last
drawn basic pay based on the performance category out of the performance appraisal system given the policy guideline.

3. Priority focus toward Learning & development
We have one “State of the Art" learning & devetopment center with modernized structure and facilities being used for in-house
training including routine business meetings and conferences.

During the year 2012, we have strengthened the “Learning Development Center (LDC)” by few poterntial new recruits having
exposure & expertise in organizing & designing banking learning modules, general management medules, e-learning modules
and career management.

In the revised structure, Head of LDC leads two segments of HR development i..e.
(i) professional Learning and (i) Career Management as a new dimension.
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Some highlights on our "Career Management” process is given below:

® Potential listing of employees by profession

@ Succession and development listing (out of potential list) i.e. Targeted future Leaders /Managers/ functional
executives: (Divisional /Dept Heads, HGE,'Dp&ratinn Manager, Specialized professional managers (HO), Credit
In<charge,/Officers, Foreign Trade In-charge/Officers, GB In-charge besides professionals in specialized fields
of management).

® Competence mapping of the above listed employees & identify skill /competernce gaps and organize need based
development programs.

® Organize counseling & coaching sessions for specific group of listed potential employees

o Talent data base for tracking career progression & recommend measures for retention of the potential group

s0 as to avoid "Regretted Loss”

Highlights of some important professional training programs in 2012.
LDC rolled out intensive professional training for different target groups of employee population. Amongst others the following 3
programs had cutting edge impact as per the feedback received;

1. SLOP (Senior Leadership Program) - 2 programs, 2 days duration each, conducted by HRX Consultant, UK. Attended by 48
Senior Members of Management.

2. Operational Leadership Development Workshop - 9 programs, 2 days each, conducted in association with Impra Consulting
INT, USA. Attended by 217 Branch Managers & Operations Managers. The program was developed adopting McKinsey's 75
frame work of managing an organization effectively. We named the model as 88 with the addition of “Service”.

85 frame work of organization
(A guide tofunctional excellence in branch banking operation
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Understand, execute and follow up each element consistently to enrich operational excellence
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3. Selling & Customer Service Excellence Warkshop - 14 programs, 2 days duration each, conducted in association with
“Future Leaders”, Bangladesh. Each program was organized in a branch location incorporating total employees of 2/3
branches at a time. Attended by 666 employees of different branches.

Functional excellence programs amongst others like FTC , Credit Level - 1, Credit Level - 2, Foreign Trade Level - 1, Foreign
Trade Level - 2, GB Level -1, GB Level - 2 including Career Counseling programs for different target group worth mentioning.

Status of training programs vis-a-vis number of participants: 2010 - 2012:

Employee Development Programs No. of Participants

:

a5g
5191

E 2010
m2011
= 2012
R
in Hoyse Local Foreign Tatal In House Local Farelgn Total

HR priorities - 2013

Given the business plan 2013, our objective would be to consolidate the business profile in 2013 with focused attention to
achieve sustainable profitable growth by ensuring quality of assets. Business competition and challenges would be intense, but
we are determined to face it courageously and judiciously as a team by our realistic actions and inteilectual capability of our
employees.

Our strategies in “HR & Organization Development” perspective in 2013 are the following

@  Improve quality of the modality of business operations and change the way we work both at branch and corporate
level - process reengineering in lines of business.

@ Sirengthen cohesiveness & coordination amongst our relationship management teams both at branch & corporate
levels - redefine the roles & accountabilities.

o Reorganize functional structure with focus in “line of business” and “line of Asset Quality Assurance” divisions at
the corporate level,

@ ICCD to be strengthened with quality manpower under a defined policy and Concurrent Audit System (CAU) for large
branches to be made operational.

@ Toensure quality, card operations unit has been segregated with separate ling of reporting to Head of IT
® Card fraud management & dispute handling unit has been segregated with line of reporting to Head of GBD,

Risk Management Division will be operational to focus on 6 core risks management in line with Bangladesh Bank's
instruction. Stress Testing including Basel - 2 compliance will be in place.

Recovery division will be renamed as Special Asset Management Division (SAMD) with clear TOR target based,

Create awareness and preparedness of the team to facilitate smooth transition to CBS.
Career Management and development effort will continue in creating & nursing talent pool in the business.

Revisit branch organogram to set up a standard manning level through _}::rb evaluation considering the size of the.
business and growth prospects.

Consolidation-of Target / KPI based performance management system with further clarity to all concerned in 2013,

® Priority focus in learning & development of our employees will continue as an going process in that e-learning
modules will be launched as a new venture.

® HR policies in-appropriate areas will be updated in line with best HR practices.

98 | United Commercial Bank Limited



A
._ '\JJ L

e T

United Commereial Bank




" ANNUAL REPORT

Report on Corporate Social Responsibilities

Corporate social responsibility is the continuing commitment by business to behave ethically and contribute to social and
economic development while improving the guality of life of the workforce and their families as well as of the local cornmunity
and society at large: Though it is a bit new in implementation in Bangladesh, yet CSR is one of priorities for busingss to have
positive impact in society. CSR should always be an integral part of an organization since no company has the scope to find itself
out of the society. Demonstrating cordial concern for the welfare
of employees should always be a priority. Nevertheless environ-
mient, human rights, community development, and on the whole,
development of the society is an indisputable responsibility for
the companies.

pC Circle

gaautification af Fl

s ol BaK LimiFed Likewise, UCB is not far behind. We are involved in continuous
contribution towards economic and social development which in
the long run leads to building a prosperous nation. The ‘social
contract’ between the corporation and the community is of
critical importance for UCB. We have adopted CSR practices ina

formal, structured manner in line with our organizational vision

to help the disadvantaged population of our country by socially
Beautification of FIDC Circle at Chittagons responsible initiatives.

Like year 2011, this year also we have carried out our sacially responsible initiatives around three main areas: customers,
employees and social development. Responsibilities to employees and consumers are foremost concerns in UCBs' corporate
accountability. UCB aims to ensuré meaningful social investment through effective projects into development issues of this
country, primarily the hub on education, poverty alleviation, health, sports and environment.

Customers:

Our Bank’s main contribution to the well-being of society comes through the contribution we make to economic prosperity by
providing a broad range of financial services to a large number of customers. We serve customers in three principal areas -
personal financial services, Corporate banking, and SME
Banking, In each of these areas, we are seeking to make our
business more sustainable. Sustainable development - develop-
ment that meets the needs of the present generation without
preventing future generations from satisfying theirs - is at the
heart of our corporate responsibility agenda. We had undertaken
several initiatives in terms of product innovation and new market
development during the year 2012, UCB expanded its presence
in several new locations in different parts of the country. The
Bank now has 130 branches across Bangladesh. Business
expansion has been in the areas of manufacturing, import and
export, infrastructure, services and agriculture credit, ranging
from corporate clients to small and medium enterprises and
retail clients. Donation to the Victim Families of Mirsaral Tragedy
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Employees

At UCB, we remain committed to harnessing teamwork as we strive to achieve our ambitions and share the rewards with all our
stakeholders, To trigger the creativity of employees, UCE provides an open and friendly working environment. Time to time,
internal events like get-together, picnic, recreational sports and cultural programs are arranged for employees which help the
members of UCB to strengthen their bonds and also to build team morale. A positive work-environment is created to make the
job always interesting, challenging and fun. We reward employees for nutstandi'ng performance through variable pay such as
increment and incentives. Empioyees are also encouraged to share in the ownership of the company through share options.

Social Development

Subsequently UCB has organized its actjvities for ‘social development’
around seven main areas: Education, Health, Disaster Management,
Envirenment, Sports, Art and Culture and Socio-Economic Develop-
mient. Project and policies are initiated on long term basis accompa- P
nied with sustainability and advancement. In the year 2012, the i |1 oS
Bank's total expenditure in C5R arena was around 4.14 crore.

Education

Expanding literacy and development of education is the fundamental
urgency to go for a prosperous Bangladesh. Therefore, UCB has long
been practicing CSR in education sector through scholarship for poor

and brilliant students, donation to educational events, education for Blariket distribution in Rangpur during Winter =
underprivileged children, donation to different educational institutions ete.

International Physics Olympiad was held at Estonia during July 15-24, 2012 where 88 teams from all around the world partici-
pated. Bangladesh Physics Olympiad also participated at International Physics Olympiad. A total of 5000 students from all
divisions of the country participated in Bangladesh Physics Olympiad. At the final stage of the competition, 5 students were
selected from all around the Bangladesh for attending International Physics Olympiad. The team of Bangladesh Physics
Olympiad requested the Bank for financial support and UCB made a donation to Bangladesh Physics Olympiad team so that they
can take part in the International Physies Olympiad at Estonia.

Dhaka University History Department Alumni Association was trying to create an "Alumni Satra Sahaiyata Tahbil’ to help the poor
but meritorious students of the department. Besides, they were also planning to establish a 'Computer Lab’ to help modernize
the education system. For these purposes, UCB made a denatien to the Dhaka University History Department Alumni Associa-
tion to help the poor meritorious students and also to modernize their education system.

Bangladesh National Cadet Core (BNCC) students are involved in community services like agriculture, health, child welfare,
fighting: natural disasters etc on a regular basis. In 2012, BNCC approached us for financial assistance for construction of a
‘Library’ and ‘Computer Lab’ for proper development of their cadets in Karnaphuli Regiment. Accordingly, UCB made a donation
of BDT 15 lac to the Karnaphuli Regiment for the benefit of 3000 cadets of Karnaphuli Regiment.

Ms. Umme Wara, Lecturer of Jagannath University got the opportunity to pursue higher study of L.L.M. in International Crime and
Justice at University of Turin, [taly under the United Nations Inter-Regional Crime and Justice Research Institute (UNICRI). Even
though she has been awarded with full tuition scholarship, this scholarship didn't cover the travel and living costs in ltaly.
Unfortunately Ms. Wara's financial condition was a barrier in acgepting this scholarship and thus UCE provided financial
assistance to Ms, Wara so that she could pursue higher study.
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Health

UCB has aiso been contributing in health sector by donating to different health-care institutions. financial assistance to under-
privileged & poor people, health and well being of women and children, disability reduction and the adoption and maintenance
of healthy lifestyles etc.

Disabled Child Foundation (DCF) Is a non-profit organization working
with children with disabilities for their empowerment within the

family, community and state fo secure their fundamental needs.
Quite naturally, these types of activities need a huge financial
resource. Being a non-profit organization, DCF has paucity of fund

£

Weiand
LA =]

._1

and hence UCB recently provided wheel chairs to disabled children.

Bangabandhu Sheikh Mujib Medical University, Dhaka haven't been
able to properiy develop in the expected way mainly due to financial
crisis. Their Cardiac Care Unit has now a number of 80 beds; 14
mare emergency beds on C.C.U, 6 beds on Observation unit and 2

miore 0.7 on Cardiac Surgery Department. To ensure uninterrupted
electricity availability, the Cardiac Building urgently needed a genera-
tor of 500 KV which they couldn't afford by themselves. In this
Cheque Handover Ceremony for situation our Bank provided financial assistance to the Medieal

Bandarban Baddhavumi Sritee Complex - .
dh ' & University.

The current facilities of Chittagong General Hospital did not include any Cardiac Unit. Due to lack of proper cardiac treatment
facilities and hospital beds for cardiac patients, many people were being deprived of proper treatment. UCE provided financial
support for setting up a Cardiac Unit in Chittagong General Hospital so that cardiac patients from Chittagong and its nearby Zilas
could avail proper treatment facilities.

Anwara Upazila Health Complex of Chittagong was facing tremendous difficulty while serving the patients due to the poor condi-
tion of the old ECG machine. The machine broke down every now and often and as a result the patients who visited the center
were deprived of proper health treatment. To address this difficult situation, UCB provided a donation of an ECG machine and
an Autc-analyzer machine to Anwara Upazila Health Complex.

Environment

UCE recognizes the importance of preserving the natural environment that sustains all life on the earth for future generations
and thereby ensuring that all humanity can attain a healthy and enriched life. In order to realize such sustainable environment,
UCE has always supported initiatives for a better environment.

‘National Plantation Campaign & Plant Fair 2012" took place in June 2012, It was a nationwide plantation campaign which was
inaugurated by Honorable Prime Minister of People's Republic of Bangladesh. In this regard, government was planning to
beautify the major roads of the city through digital holdings, bill boards etc. As per the approach from the Chief Conservator of
Forests, UCB assisted in the fair by setting up billboards at Tejgaon Link Road (New Road) with slogans of plantation awareness.

102 | United Commercial Bank Limited



ANNUAL REPO

Report on Corporate Social Responsibilifies

Disaster Management

Disaster Management has become one of the most discussed issues in today's world. Specially, for a county like Bangladesh it
is even morg important since our environment is so prone to disasters. In year 2012, UCB took initiatives to create awareness
for effective intervention and mitigation of disasters in Bangladesh.

in 2012, winter came with a massive havoe of cold and extreme suffering for
the helpless poor people of Bangladesh. Those people were in need of essen-
tial and immediate aid and clothing for saving their life. Being a bank highly
concerned with corporate social responsibility, UCB came forward and distrib-
uted blankets to help these needy people. In this connection, we have distrib-
uted 20,000 pes of blankets among the poor people in more winter-prone
areas.

Sports

In recent years, Bangladesh has been showing remarkable improvements in
sports arena. UCB is a huge supporter of sporis and accordingly UCB aims to
continue supporting the ‘sports’ sector of Bangladesh on a regular basis.

Hockey Tournament Sponsored by UCB

During June, 2012 Bangladesh competed in the Tri Nation T20 Series in Zimbabwe. There were 5 One day matches with an
aesthetic cricket rivalry between Bangladesh - Zimbabwe - South Africa. In this regard, we became the Title Sponsor of Tri
Nation T20 series and made a donation to for the series.

Bangladesh National Hockey Team recently became the champion of the hockey
_,__.,.. _ tournament which was held during August-September, 2012 in Singapore. To
SR celebrate the victory, United Cormmercial bank and Bangladesh Hockey federa-
tion jointly arranged a reception program for all the players of Bangladesh
Hockey team. The team of 21 members each got a LCD television during the
reception.

Lt. Sheikh Jamal Dhanmondi Club Limited is a very prestigious club in the sports
&H'_iﬁ ﬁ}i}i 6 h UCB arena of Bangladesh. They participate almost in all sorts of sports with high level
of success. They became champion of Bangladesh Professional Football League
2010-2011 and in Women's Football League 2010-2011, For the last 2 years,
UCE has been donating to this high-achieving club to support their sports
activities.

Women Hockey Tournament

Art & Cuiture
Arts & Culture is an artistic phenomenon to show the intellectual essence of a country. Believing so, UCB always support young
and budding talents and any kind of endeavors to explore the country’s rich cultural heritage.

‘Utshe Bangladesh’, an association formed by some of the prominent persona of the country, organized a cultural festival
named 'Bijoye Parbone’ during December, 2012, The 3-day festival included a seminar focusing on the liberation war of 1971,
fashion adda, folk songs, film show and also a fair. UCB financially supported the association to arrange the cultural festival
smoothly.
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Globe Theatre, London is an intriguing name for theatre-lovers all around the worid. Last year, Globe Theatre arranged the
biggest drama festival in history where 37 plays of William Shakespeare were played in 37 languages, Dhaka Theatre from
Bangladesh also participated in the festival with the presentation of the one of the great plays of Shakespeare, The Tempest. In
this regard UCB made a donation to Dhaka Theatre so that they can successfully perform in the Globe Theatre.

Socio-Economic Development

in year 2012, UCB worked on different aregnas like community development, SME entrepreneurship, textile sector, women
empowerment, tourism etc.

The BDR carnage that happened in the February 2009 took the lives of 57 Army
Officers leaving their grief-stricken family members in uncertainty. One of those
martyrs is Major Nurul Islam, whose family was also devastated. He left four
children whose future was uncertain due to the financial crisis they were facing.
UCB provided financial support to Ms. Ayesha Begam, wife of Late Nurul Islam,
a martyr of BDR Carnage with an amount of Taka Thirty Lac (Taka 25,000 per
month for a period of 120 months)so that she can support her family.

Bandarban District Police Authority was planning to construct a sculpture
named ‘Orjon’ in the memory of our independence. In this connection, UCB
_ ] made financial contribution to successfully complete the construction work of
World Hockey in Singapore sponsored by UCB the sculpture.

Chittagong Development Authority (CDA) has been taking different initiatives for the beautification of Chittagong City. One of
their approaches is to beautify various circles of Chittagong City. In this regard, they approached UCB for construction of Road
island Monument, in front of FIDC Circle. In response, UCE made a donation for the beautification of FIDC Circle.

Bangladesh Foundation for Tourism Developmernit {BFTD) in collaboration with Ministry of Civil Aviation and Tourism organized
its annual event, country's biggest International Travel and Tourism Event “Bangladesh International Tourism Fair (BITF) 12"
from September 27 - 29, 2012 at Bangabandhu International Conference Centre. UCB provided financial assistance for
organizing the event.

In the upcoming year 2013, we are planning to expand our CSR activities in more areas. We will continue to explore new ways
in which UCB can contribute to sustainable development - to make the world a better place to live.
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The environment and climate change effect on human existence as well as the planet are now a global concern because the
changes have direct impact on biodiversity, agriculture, forestry, dry land, water resources and human heaith. The key areas of
environmental degradation cover air pollution, water pollution and scarcity, encroachment of rivers, improper disposal of indus-
trial medical and house-hold waste, deforestation, loss of open space and loss of biodiversity. The state of environment of
Bangladesh is rapidly deteriorating. Moreover, Bangladesh is one of the most climate change vulnerable countries.,

The globe is encompassing immense environmental effects due to the activities of business, industries and financial houses.
Moreover, the effects of climate change also create specific environmental issues for the enterprises and living beings at large.
On the other hand, in-house consumption and use of paper, electricity, water, fuel, stationeries, eguipments, technologies, etc.
of the business and financial institutions pollutes the environment in different ways and capacities. As such, the society
demands that the Banks and financial institutions should take responsibility for keeping the environment green and safeguard-
ing the planet.

Green banking in general refers to the efforts of the Banking sector to keep the environment green and to minimize greenhouse
effects through rationalizing their strategies, policy, decisions and activities pertaining to banking service, business and
in-house operational activities. Green banking is seen as a component of the global initiative from bank end to save environ-
ment.

Initiating In-house Environment Management

Initiatives have been taken to apply eco-font in printing to reduce use of ink, use scrap paperas notepads and avoid disposable
cups/glasses and to install energy efficient electronic eguipments that will help the bank to reduce electricity consumption.
Energy saving bulbs has replaced by normal bulbs in offices of the barnk. The below more initiatives have been already taken in
order to facilitate Green Banking,

LCD/LED Screens: UCB has replaced aimost all the old PCs with CRT monitors with PCs with LCD/LED monitors with the help of
IT Division. This ensures 70% power usage cut by the personal computers ensuring a huge power saving altogether.

Email: The electronic mail system for UCB decreases use of paper and chemical ink for printing. Using the naticnwide computer
network the email correspondences also decrease communication time for sending scanned documents.

Intranet Portal; The introdugtion of Intranet Portal increased the dimension of Paperless communication. Circulars, policies,
letters and other documents are stored and distributed through the portal, named as IUCB, reducing the need of printed
hardcopies. Also it provides workflow process minimizing operational time to maintain and manage access |D and password for
different banking software.

Video Conferencing:

Video Conferencing has been introduced in Corporate Head Office, Chittagong Zone and Sylhet Zone and will be introduced at
Khulna Zone soon. The Video Conferencing System allows face to face communication between the locations. This saves
pertinent travel time and fuel for a face to face meeting.

IP Telephony: All the branches and Head Office of UCB is interconnected with each other through nationwide IP Telephony
network. This ensures that all the branches can talk through IP Phone system with each other on business matter. This ensures
UCE not to use any land phone caréeer which reduces the dependency of public telepheny and power system usage.

Green Office Guide: UCB has initigted to introduce a Greéen Office Guide for the employees of the bank for efficient use of
electricity, water, paper and reuse of equipments. In place of relying on printed documents, on line communication is extensively
used (where possible) for office management to save papers. To reduce consumption of paper an instruction circular was issued
by General Services Division guiding the use of papers at time of printing. Finance and Accounts Division has also taken
initiatives to make the division paper less, Initially, the Division has discontinued of printing Inter Branch Transactions (IBT)
extract by the branches and division where approximately seven lac pages were printed in a year.
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Introducing Green Finance

Preferences have been given in financing eco-friendly business activities and energy efficient industries. Investment is encour-
aged in building environmental infrastructure such as renewable energy project, clean water supply project, wastewater
treatment plant, solid & hazardous waste disposal plant, bio gas plant, bio-fertilizer plant etc.

List of Project in green financing in 2012 Ty 4 ¥ =
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A RMG factory of APS Apparels Ltd. with ETP facilities
financed by UCE

Incorporation of Environment Risk in CRM

WUCB has formulated an Environmental Risk Management Policy in December 2011 to understand and manage risks arising
from environmental concerns. This will bring a focus on planning and implementing policies and procedures to mitigate environ-
mental risks associated with financing decisions. With a view to incorporating environmental risk as part of existing credit risk
methodology to assess a prospective borrower, Bank's ERM Policy has been designed in line with Bangladesh Bank guidelines.
Environmental change risk is to be considered as part of the existing credit risk methodology of the bank to assess a prospective
borrower. In this connection, specific checklist has been formulated and introduced which will help review possible sources of
environmental risk.

Creation of Climate Risk Fund

LICB has taken initiatives to create a Climate Change Risk Fund for financing in different areas after assessing the risks involved,
The:fund will be used in case of emergency. Regular financing flows will also be ensured in these vulnerable areas and sectors
such as flooad, cyclone and drought prone areas. The above Climate Change Risk Fund will be a part of the Bank's CSR expenses.
Bank will also provide financing to the economic activities of the flood, cyclone and drought prone areas at the regular interest
rate without charging additional risk premium.

Iintroducing Green Marketing

Green marketing is the marketing of products that are presumed to be environmentally safe. Green marketing may incorporate
a broad range of activities, including product modification, changes to the production process, packaging changes, as well as
madifying advertising. It refers to the process of selling products and/or services based on their environmental benefits. Such
a product or service may be environmentally friendly in itself or produced and/or packaged in an environmentally friendly way.
LUCB has taken initiatives to use environmental causes for marketing their services to consumer and o create awareness among
the mass people.

Employee Training, Consumer Awareness and Green Event

Training and campaign on employee awareness and environmental and social risk and the relevant issues are taken continually
as part of the Bank's Human Recourse Development. The Public Relations Department under Corporate Affairs Division of the
Bank is continually arrange campaign and programs to create awareness among consumers and clients,
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Importance of Risk in the banking business:

“Banks are in the business of managing risk, not avoiding it. A bank’'s success lies in its ability to assume and aggregate risk
within tolerable and manageable limits. Risk is the fundamental element that drives financlal behavior. Without risk, the financial
system would be vastly simplified. However, risk is omnipresent in the real world. Financial Institutions, therefore, should manage
the risk efficiently to survive in this highly uncertain world. The future of banking will undoubtediy rest on risk management
dynamics. Only those banks that have efficient risk management system will survive in the market in the long run. The effective
management of credit risk is a critical component of comprehensive risk management essential for longterm success of a
banking institution”,

In line with this reality, UCB has either already established or in the midst of implementation (such as adoption of Core Banking
Selution) of an effective risk management mechanism in its organization. At UCB, Risk Management has been regarded as a
topmost priority and thus enjoys unconditional patronization of the Board as well as of the Top Management. UCEB believes in the
systematic identification of risks and the structured process for managing them. Besides, to strengthen the Risk Management
Process, we are continuously reviewing the process and taking corrective/up gradation measures to refine it further.

Below is the UCB Risk Management Process flow chart:

Risk
Identification
Risk Risk
Reporting Assesment
Risk Risk
Controlling Response
Risk
Monitoring

Risk Management Appreach:
UCE believes in adopting a strong and integrated Risk Management Approach to ensure the overall financial soundnéss and
stability of the Bank's business. Risk Management Framework of the Bank includes the following key components:

« Strong Board and Senior Management oversight

« Sound Capital Management Process

» Comprehensive assessment of all material risks

« Check and balance reviews

« Regular monitoring and reporting and

» Independent reviews by internal and external auditors, and all relevant supervisory authorities.

Moving forward, UCB will continue to invest extensively to ensure that policies and infrastructure for advanced risk management
system are EEt_ab,E_ished at all Branches/ HO Divisions for systematic identification, measurement, monitoring, and control of all
material risks faced by the Bank. As such, the Bank's agenda includes;

* Promotion of a strong and proactive culture which gives high value to effective risk management

*  Communication of a concise risk management standards through policies, directives, operating procedures and
trainings

= Engagement of dedicated professional workforce with a high degree of expertise in all the segments of risk
management structure
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Understanding the Risks and their management:

Every function of the banking business has an element of risk and success of this business lies in prudent identification,
calculation, and management.of these risks. Although Banks have been doing these (prudently or imprudently) for ages, several
tools and techniques have been developed recently by different regulators and supervising bodies to bring uniformity in the
approach. As for UCB, we are focusing on the risks from two broad perspectives, as prescribed by Bangladesh Bank, those are-
Core Risk Management and Base! Framework (Presently Basel Il regime is running). Therefore, the risks can be described from
both these perspectives.

Core Risk Management:
The Crore Risks, as identified by Bangladesh Bank, are as under:

+«  Credit Risk

«  Foreign Exchange Risk

«  Asset Liability Management Risk

* Internal Control & Compiiance Risk
s  Money Laundering Risk and

+  |nformation Technology Risk,

The Bank has taken a number of initiatives to identify, measure; and manage these risks effectively and efficiently. To have a
better understanding of their importance and UCB’s approach to manage them, we shiall revisit the entire matter as below.

A. Credit Risk:

The world aver, credit risk has proved to be the most critical of all risks faced by a banking institution. Credit Risk arises as a
result of customers or counter-parties not being able to or willing to fulfill their financial and contractual obligations as and when
they fall due. These obligations arise from lending, trade financing and other activities undertaken by the Bank. 5o, Credit Risk
is the potential l6ss of revenue as a result of the failure of the borrower or the counter parties to meet their ohligations in
accordance with agreed terms.

UCE has placed strong emphasis in creating credit risk awareness among all lending employees within the Bank. Credit Risk
awareness programs are conducted regularly to create a risk awareness culture and empower staff with the capability to identify
and manage credit risks more effectively. Selection and training of lending personnel is considered a key process in the
management of credit risk. The key methods used fo identify, assess, control and monitor the Credit Risk of the Bank are as

follows:
1. RISK IDENTIFICATION 2. Risk Assessment and Measurement
»  Critical analysis and review of delinquent accounts o *  Use of credit risk rating system to grade the guality of
identify weakness in credit. borrowers.
=  Benchmark of asset quality against industry peers. * ' Collect the Credit Information Burgau {CIB) report of
the potential borrower from The Central Bank.
Apart from this, Credit risk for the counterparty arises from *  Stresstesting of loan portfolics under various
an aggregation of the following: scenarios. '
*  Financial Risk
» Business/Industry risk
" Management Risk
. Security Risk
* Relationship Risk
= Natural Calamities and Political unrest
CREDIT RISK
MANAGEMENT
3. RISK CONTROL _ 4. RISK MONITORING
. Credit Palicy which documents the credit risk rating, . Pasl due principal or interest payments, past due trade
collateral palicy and policies on rehabilitation and bills, account excesses and breach of loan covenants.
restructuring of problematic and delinquent loans. *  Loan terms and conditions are monitored, financial
. Efficient credit personnel to deal with the credit statements are received on a regular basis and any
approval, processing and review, covenant breaches or exception are to be referred to
«  Segregation of duties between credit approvals the proper guthority for timely follow-up.
functions and credit origination. * Timely corrective action isto be taken to address
»  Independent credit control and monitoring findings of any internal, external or regulatory
inspection,/audit.
All loan facilities are reviewed and approved through the
submission of a Credit Application annually.
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It is a real challenge for credit risk managers to correctly identify pockets of risk concentration, quantify extent of risk. The two
distinct dimensions of credit risk management can readily be identified as preventive measures and curative measures.
Preventive measures include risk assessment, risk measurement and risk pricing, early warning system to pick early signals of
future defaults and better credit portfolio diversification. The cu fative measures, on the other hand, aim at minimizing
post-sanction loan losses through such steps as securitization, derivative trading, risk sharing, legal enforcement etc. carried,
identify opportunities for diversification and balance the risk-return trade-off in the credit portfolio.

Managing Credit Risk starts with experienced and knowledgeable key personnel being appointed to the Credit functioning and
UCE has done so. Besides, UCB has ensured due-diligence and due responsibility at every step of credit approval,
documentation and disbursement.

B. Foreign Exchange Risk

FX Risk refers to the potential change in earnings resulted from exchange rate fluctuations, adverse exchange positioning or
change in the market prices. FX Risk of the Bank is minimal, as all the transactions are carried out on behalf of the customers
against underlying L/C commitments and other remittance requirements. This risk usually affects import-export business, but
it can also affect investors making international investments. If money is converted to another currency to make a investment,
then any changes in the currency exchange rate will cause that investment's value to either decrease or increase when the
investment is sold and converted back into the original currency. FX Risk may arise from:

« Exchange Rate fluctuations
«  Adverse Foreign Exchange position of the Bank,
« Changes in market price of Foreign Exchange

FX Risk management is one of the important responsibilities of the Treasury and International Divisions of the Bank. Regular FX
operations are done confirming the Central Bank’s guidelines. Treasury Division conducts the FX transactions and the Back
Office of the Treasury Division is responsible for verification of the deals and passing of their entries in the books of account. All
Nostro accounts are reconciled on a monthly basis and the management for its settlement reviews outstanding entry beyond
30 days. The position maintained by the Bank at the end of day was within the stipulated limit prescribed by the Central Bank.
UCE has adopted a policy guideline with a view to reducing the FX Risk.

C. Money Laundering Risk

Money Laundering Risk can be defined as the loss of reputation and expenses incurred as penalty for being negligent in
prevention of money laundering. The Bank has a designated Chief Compliance Officer at Head Office and Compliance Officers
at branches, who independently review the transactions of the accounts to verify suspicious transactions.,

The convergence of several remarkable changes in the world markets propeilled Money Laundering to become a worldwide
problem. UCB considers Money Laundering and Terrorist Financing Risk not only a compliance requirement of the regulatory
bodies but also as one of its core business values. The Board of Directors and the Management are firmly committed to combat
Money Laundering activities.

D. Internal Control and Compliance Risk

Internal control can be defined as a system in place, on a permanent basis, to control the activities in an organization to
accomplishing specific goals or objectives. It is the process by which an organization's resources are directed, monitored, and
measured. It plays an important role in preventing and detecting fraud and protecting the organization's resources. At the
organizational level, internal control objectives relate to the reliability of financial reporting, timely feedback on the achievement
of operational/strategic goals, and compliance with laws and regulations. At the specific transaction level, internal control refers
to the actions taken to achieve a specific objective (e.g., how to ensure the organization’s payments to third parties are for valid
services rendered.) Internal control can provide reasonable, not absolute, assurance that the objectives of an organization will
be met. Effective internal control implies the organization generates reliable financial reporting and substantially complies with
the laws and regulations that apply to it.

Effective internal control leads an organization to be more sustainable. Ensuring efficiency and effectiveriess in operational
activities; reliability, completeness and timelines of financial disclosures and compliance with applicable laws & regulations.
Therefore, UCB believes that there is no alternative to effective internal control system. UCE has recently taken initiatives to
strengthen the related divisions/departments by providing the best human resources.
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E. Asset Liabllity Management Risk

Asset and Liability Management is the practice of managing risks that arise due to mismatches between the assets and
liabilities, Asset Liability management {ALM) is a strategic management tool to manage interest rate risk, liquidity risk and
foreign exchange risk faced by banks and other financial institutions. Banks manage the risks of Asset liability mismatch by
matching the assets and liabilities according to the maturity pattern or by the matching the duration. The key to successful Asset
& Liability Management is to understand the uncertainties in return on investments (Assets) and the uncertainties in the
amount and the duration of payouts (Liability). ALM /Balance Sheet risk can be classified into three major types such as;

Asset Liability Management Risk/
Balance Sheet Risk

1
l l l

Liquidity Risk Interest Rate Risk FX Risk

Liquidity Risk arises when bank may not be able to meet its financial obligations/commitment as they become due. Liquidity
risk also includes: the inability of the bank to liquidate any assets at reasonable price in a timely manner. An investment may
sometimes need to be sold guickly. An insufficient secondary market may limit this quick ligudition of assets. Some assets are
highly liguid and have low liquidity risk (stock of a publicly traded company), while other assets are highly illiquid and have high
liquidity risk (Building).

Interest Rate Risk is the possible loss from adverse movements in market interest rates. Changes in interest rates affect a
bank's earnings by changing its net interest income and the leve| of other interest-sensitive income and operating expenses. An
investment's value will change due to a change in the absolute level of interest rates. Such changes usually affect securities
inversely and can be reduced by diversifying or hedging (through an interest rate swap),

FX Risk is also involved with Balance Sheet. Foreign Exchange risk is potential loss arising from movements in foreign currency
exchange rate. Foreign exchange risk and its management by the Bank have already been discussed.

ALM Risk Management
UCB is in right place to handie the ALM Risk. For managing the ALM Risk with utmost care, the Bank has formed Asset Liability
Committee (ALCO). Besides, a number of other initiatives have been taken to handie the Risk effectively:

F. Information Technology Risk

In & very short space of time, banks and other financial institutions have become more dependent on internet, computer and
other electronic media and operating systems to run their daily operations. Risks surrounding IT, such as network failure, lack
of skills, hacking, viruses and poor system integration have the potential to have a negative impact on an organization,
Moreover, information and communication technology is rapidly changing which warrants continuous vigilance. The Bank has
taken initiatives to serve its customers through the most modern technology and the bank has undertaken implementation of
core banking solution (CBS).

Clear policies and procedures have been formulated, training programs have been arranged, roles and responsibilities of all
refevant officials have been defined with a view to maintain IT risk effectively. So, the Bank is in a place to manage the IT Risk
efficiently taking a good number of initiatives:

» Automation and Delivery Channels

To provide more convenient.and efficient service to the customers, the Bank has taken steps to improve the branch automation
and delivery channels. UCE provides online services to the customers ineluding Debit Card and Credit Card facilities. Very soon,
the Bank is going to start on Centralized Core Banking Solutions.
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* Disaster Recovery Site
Data is protected and secured in various ways. Data is kept in secured place prescribed by the Bank's policy. The Bank
implemented a disaster recovery site that would be activated in case of disaster, which would restore data in authenticated way.

* IT Audit Team
An IT Audit Team has been formed as per the Central bank's guideline. The Team members audit the Branches and Divisions.
They follow the prescribed guideline, solve the unsettied issues and also report to the higher Management for needful action.

« Training for the Concerned Officers
IT Division takes necessary initiatives to conduct training courses for the Bank's employees. Trainings are being conducted time
to time enabling the employees to handle the IT Risk in an efficient manner.

Basel regulatory framewoerk management:

Bangladesh Bank, being the supervisory authority has implemented Basel || Framework in the banking sector from January,
2009. This requires addressing Market risk and Operational Risk along with Credit Risk and ends up with keeping minimum
Capital to safeguard the Bank on susceptibility to these risks. Basel || Framework is acting as a major catalyst fer functioning of
Risk Management practices within the Bank, embedding the risk culture and risk methodologies in the Bank’s operation. In this
regard, the Bank has already taken initiatives by introducing new Risk Management Process. Basel Il framework emphasises on
the following risk:

Operational Risk:

Operational Risk is the risk of loss resulting from inadequate or failed internal process, people and systemns or from external
events. It includes risks of physical and logical security, transaction processing, operations control, technology and systems, as
well as unigue risk that arise due to outsourcing.

Operational Risk is monitored and controlled through an operational risk management framework designed to provide a sound
and well-controlled operational environment within the Bank. Daily functional checks and balances method is used to manage
the Operational Risk in the Bank. The Bank has developed internal procedures and monitoring mechanism. Effective internal
control has been ensured that operational policies and procedures are being adhered at different levels throughout the Bank.
In response to the threat of external fraud, losses arising from fraud or control lapses are analyzed with emphasis on identifying
the causes of such losses.

Governance and Board Oversight:

LUCB views that strong risk governance is essential as the foundation for successful Risk Management. In the line with the
Bank's guideline on corporate governance, the Board of Directors has overall risk oversight responsibility. The Board utilizes its
Audit Committee to discharge that responsibility. Audit Committee assists the Board in this regard by ensuring that an effective
internal control framework exists within the Bank.

The Risk Management structure of the Bank includes the following Divisions/Departments/Units/Cells/ Committees:

» Risk Management Unit

» Credit Risk Management Division

* Credit Administration Department

» Special Asset Management Division

= Treasury Division

* Information Technology Division

» General Banking & Development Division
 Internal Control and Compliance Division
+ Board Audit Cell

» All Risk Committee

» Credit Risk Review Commiittee

« Asset Liability Management Committee

In vie of the above it can be sum up that UCB has been re maining in the right course of effective & efficient risk management.
It is anly to be strengthened in the coming days.
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As per the Bangladesh Bank BERPD Circular no. 24 dated August 03 of 2010 regarding the Guidelines on 'Risk Based Capital
Adequacy of Banks' under Basel Il framework, the Market Disclosure of risk based capital adequacy framework has been
acknowledged.

Risk based regulatory capital adequacy in line with Basel Il framework has fully come into force from January 01, 2010 as
stipulated by Bangladesh Bank. As per the framework, Minimum Capital Requirement, Supervisory Review Process and Market
Disclosure reguirements must be followed by all the scheduled banks of Bangladesh as for regulatory compliance, which consti-
tutes of three-mutually reinforcing pillars:

Plliar 1
Minimum Capital Piliar 2
: illar
@ Credit Risk Reguirement Supervisory
@ Market Risk ' Review Process
@ Operational Risk =

@ Intenal Assessment of Risk Profile of Banks (ICAAR)

& Evaluation of Risk Profile Assesement of Banks by
the Supervisors

@ Taking Supervisory Measures

s

Pillar 3
Market Discipline

Communicating with the Market
Farticipants about the Bank's Risk S —
Profile and ensuring Transparencies

Credit Risk, Market Risk & Operational Risk constitutes the basic risks that require the Bank to maintain the minimum level of
capital. In case of identifying both credit and market risk, the Bank resorts to the Standardized Approach. For measuring the
operational risk, Basic Indicator Approach is followed.

Apart from the above mentioned risks, all other risks are assessed through the evaluation of Supervisory Review Process. Under
Internal Capital Adeguacy Assessment Process, the Additional Capital Requirement of a Bank is estimated. The supervisor will
evaluate the risk assessment process of the Bank and give directions to the acceptability of the process,

Under Piliar 3 of the framework, Market discipline comprises a set of disclosures on the capital adequacy and risk management
framework of the Bank. These disclosures are intended for market participants to assess key information about the Bank's
exposure to varous risks and 1o provide a consistent and understandable disclosure framework for easy comparison among
banks operating in the market.

Scope of Application

The disclosure made in the following section has addressed United Commercial Bank Limited as a single entity as well as in a
consolidated form. The risk based regulatory capital adequacy framework is applied to Bank both on Solo Basis as well as on
Consolidated Basis.

@ ‘Solo Basis' refers to all position of the Bank including the Offshore Banking Unit.

@ ‘Consolidated Basis' refers to all position of the Bank and its subsidiary companies. The consolidated financial
statements of UCBL consists of the statements of:

@ United Commercial Bank Limited

® UCE Securities Limited

® UCB Investmeént Limited
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United Commercial Bank Limited:

United Commercial Bank Limited (UCBL) was incorporated in Bangladesh as a public limited company with limited liability as on
the 26 June 1983 under Companies Act 1913 to carry on banking business in Bangladesh. It obtained permission from Bangla-
desh Bank on 13 November 1983 to commence its business.

The Bank has 130 branches as on 31 December 2012, All the branches of the Bank run on Commercial Conventional basis. The
bank offers services for all commergial banking needs of the customers, which includes deposit banking, loans & advances,
export import financing, inland and international remittance facility etc. The bank is listed with Dhaka Stock Exchange limited
and Chittagong Stock Exchange limited as a publicly traded Company.

The principal place of business and the registered office were located at 60, Motijheel Commercial Area, Federation Bhaban,
Dhaka-1000, Bangladesh. Principal place of business has been changed to Plot # CWS (A} 1, Gulshan Avenue, Dhaka - 1212
with effect from January 2010.

UCB Securities Limited

The UCB Securities Limited was incorporated in Bangladesh as a private limited company with limited liability as on the 28 day
of January of 2010 under Companies Act 1994. The principal objective of the company is to provide brokerage services both
under the Dhaka Stock Exchange (DSE) and the Chittagong Stock Exchange (CSE). Accordingly the company purchased two
licenses under the title of “Maryellen Capital Management Ltd" , a member of Dhaka Stock Exchange (DSE) and “Anam Capital
Ltd", a member of Chittagong Stock Exchange (CSE)The principal place of business and the registered office is located at Sara
Tower (2th Floor), 11/A Toyenbee Circular Road, Motijheel C/A, Dhaka - 1000.

In case of Solo Basis, the investment in UCB Securities Ltd is grouped as unlisted equity investment under 1.25 risk weight
category in calculating the credit risk of balance sheet exposure. In the process of consolidating the UCB Securities Ltd, the
assets of this subsidiary has beeri consolidated under credit risk of balance sheet exposure.

UCE Investment Limited

The UCB Investment Limited was incorporated in Bangladesh as a private limited company with limited liability as on the 3rd day
of August of 2011 under Companies Act 1994, The principal objective of the company is to carry out merchant banking activities
in Bangladesh i.e. portfolio management, share transfer agent, fund management to issue in the capital and security market,
underwrite, manage and distribute the issue of stock shares, bonds and other securities. The principal place of business and the
registered office is located at Sara Tower (3th Floor), 11/A Toyenbee Circular Road, Motijheel C/A, Dhaka - 1000.

In case of Solo Basis, the investment in UCB Investment Lid is grouped as untlisted equity investment under 1.25 risk weight
category in calculating the credit risk of balance sheet exposure. In the process of consolidating the UCB Investment Ltd, the
assets of this subsidiary has been consolidated under credit risk of balance sheet exposure.

The Bank has computed the Capital Adequacy Ratio adopting the following approaches;

a. Standardized Approach for Credit Risk to compute Capital Adequacy under Basel |l, using national discretion for:
Accepting the credit rating agencies as external credit assessment institutions (ECAI) for claims on Corporate Customers;
Accepting Credit Risk Mitigates (CEM) against the financial securities.

b. Standardized (Rule Based) Approach for Market Risk and Basic Indicator Approach for Operational Risk.

Capital Structure
The capital structure of the Bank is comprised of both Tier | and Tier |l capital.

Tier | Capital
The highest quality of capital components comprises the Tier | capital, This is also known as Core Capital.
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Tier Il Capital
The components of Tier || capital lacks some quality of Tier | capital, but strengthen the capital base of the Bank. The Compo-
nents of Tier | Tier Il capitals are depicted below:

Paid-up - el
Capital .' b General - _
Dividend . Statutery Revaluation ~  Frovislon o o rdinated
agualization - S reserves - ) debt with
account . . T for equity ' remaining maturity
B instruments of more than
. = S years
.u = - . " - - . =
s gte e Tier Hoi ropRyable Tier il
preference Capls] premium Capltal A
shares account Revaluation i
— . - reserves preference
: ' T for securities . : shares
interestin | B, Gonoral ' Exchange
nﬂiﬂ]ﬂﬂﬂ W | W:Hmn i Hﬂ‘ﬂtﬂﬂ'ﬂﬂn
eamings ~ Reserve

The Bank's capital structure consists of Tier | capital and Tier |l capital. Capital Structure of the Bank is.as under as on December

31, 2012;

Eligible Capital

Particulars Solo Consolidated
Tier-1 (Core Capital )

Fully Paid-up Capital 8,366.12 8,366.12
Statutory Reserve 4,342.09 4,342.09
Mon-repayable Share premium account 1,454.98 1,454.98
General Reserve 26.58 26.58
Retained Earnings 85141 84728
Total Tier | Capital 15,041.18 15,037.04
Tier-2 (Supplementary Capital)

General Provision 1,.849.64 1,.849.64
Assets Revaluation Reserves up to 50% 1,267.05 1.267.05
Revaluation Reserve for Securities up to 50% 297 87 297.87
Revaluation Reserve for equity instruments up to 10% 0.00 0.00
Total Tier 1l Capital 3,414.56 3,414.56
Total Eligible Capital 18,455.74 18,451.60
Capital Adequacy

For accessing Capital Adeguacy the Bank has adopted Standardized Approach for Credit Risk measurement, Standardized (Rule
Based) Approach for Market Risk measurement and Basic Indicator Approach for Operational Risk measurement. Capital Require-
ment and Adequacy of the Bank as on December 31, 2012 are as under;

(BDT in million)
Particulars ) Consolidated
Capital requirement for Credit Risk 15.,894.24 15,885.71
Capital requirement for Market Risk 503.68 503.68
Capital requirement for Operational Risk 1,392.12 136212
Total Capital Reguirement under Pillar-l 17,790.04 17,781.51
Tier 1 Capital Adequacy Ratio: 8.45 8.46
Tier 2 Capital Adequacy Ratio: ;l.,EE 1.92
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Credit Risk

The possibility of incurring loss due to inability of a borrower or counterparty to honour its obligations or fulfilling their commitment
in accordance with the agreed terms and conditions is termed- as credit risk. In other words, it is the loss associated with degrada-
tion in the credit quality of borrowers or counterparties. In a Bank's portfolio, losses stem from outright default due to the inability
or unwillingness of the customer or counterparty to meet commitments in relation to lending, trading, settlement and other
financial transactions. Alternatively, losses result from reduction in portfolio value arising from actual or perceived deterioration
in credit guality. Credit risk emanates from a bank’s on-and off balance sheet dealings with an individual, firm, company, corporate
entity, bank, financial institution or a sovereign.

Past Due/Impaired Loans

Bank classifies loans and advances (loans and bill discount in the nature of an advance) into performing and non-performing
toans (MPL) in accordance with the Bangladesh Bank guidelines in this respect. An NPA (impaired is defined as a loan or an
advance where interest and/ or instaliment of principal remain overdue for more than 90 days in respect of a Continuous credit,
Demand loan or a Term Loan etc.

Classified loan is categorized under following 03 (three) categorigs:

1. Sub-standard
2 Doubtful
e Bad & Loss

Any continuous loan will be classified as:

. ‘Sub-standard' if it is past due/overdue for 3 months or beyond but less than 8 months.
. ‘Doubtful’ if it is past due/overdue for 6 months or beyond but less than 9 months.
. ‘Bad/Loss' if it is past due/overdue for 9 months or beyond.

Any Demand Loan will be classified as:

W Sub-standard' if it remains past due/overdue for 3 months or beyond but not over 6 months from
the date of claim by the bank or from the date of creation of forced loan.

. Doubtful’ if it remains past due/overdue for 6 months or beyond but not ever 9 months from the date of claim by the
bank or from the date of creation of forced loan.

. Bad/Loss' if it remains past due/overdue for 2 months or beyond from the date of claim by the bank or from the date

of creation of forced loan.

In case of any instal]men't{sj or part of installment(s) of a Fixed Term Loan is not repaid within the due date, the amount of unpaid
installment(s) will be termed as " past due or overdue installment,

In case of Fixed Term Loans:

. If the amount of 'past due installment’ is equal to or more than the amount of instaliment(s) due within 3 {three)
months, the entire loan will be classified as "Sub-standard".

. If the amount of ‘past due instaliment’ is equal to or more than the amount of instaliment(s) due within 6 (six) months,
the entire loan will be classified as "Doubtful”.

. if the amount of 'past due installment’ is equal to or more than the amount of instaliment(s) due within 2 (nine)

months, the entire loan will be classified as "Bad/Loss".

In ¢ase of Short-term Agricultural and Micro-Credit, the loans will be considered:

. ‘Substandard’ if the irregular status continuous for a period of 12 months from the stipulated due
date as per loan agreement;

. ‘Doubtful’ if the irregular status continuous for a period of 36 months from the stipulated due date
as per loan agreement;

. ‘Bad/Losg’ if the irregular status continuous for a peried of 60 months from the stipulated due date

as per loan agreement;
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Approaches followed for Specific & General Allowances and Statistical Methods
As per the guideline of Bangladesh Bank regarding the provisioning of loans & advances, the Bank has followed the following
approaches in calculating the Specific & General Allowances:

Rate of Provision Requirement

Types of Loans & Advances o

uc  swa $s DF BL
' House Building & Professionals 2% 5% 20% 50% 100%

Consumer Other than Huusing Finance &
' Professionals to setup business 5% 5% 20% 50% 100%
Brokerage House, Merchant Banks, Stock Dealers, etc. 2% 5% 20% 50% 100%
Short term Agri. Creditand Micro Credit 5% 5% 5% 5%  100%
Small & Medium Enterprise Finance 0.25% 5% 20% 50% 100%
others 1% 5% 20% 50% 100%

Methods used to measure Credit Risk

As per Central Bank's Guidelines, the Bank follows Standardized Approach for measurement of Credit Risk adopting the credit rating
agencies as External Credit Assessment Institutions (ECAI) for claims on Bank & Non-banking Financial Institutions (BNBFis), Corpo-
rate Customers and Credit Risk Mitigates (CRM) against the financial securities & guarantees of loan exposure:

Credit Risk Management

The global economic crisis has radically changed the credit risk environment not only of the developed countries but also of the
emerging and developing countries. The economy has slumped with loan defaults soaring around the world. The Beard of Directors
-and the Management play their due role to manage the credit risk efficiently amid this credit crunch. UCBL manages its credit risk in
the following manner: |

Credit Risk Management Policy

Given the fast changing dynamic global economy and the increasing pressure of globalization, liberalization, consolidation and
disintermediation, United Commercial Bank has a robust credit risk management policy and procedures that are sensitive and
responsive to these changes. A clearly defined, well-planned, comprehensive and appropriate Credit Risk Management Policy of the
Bank provides a board guideline for the Credit Operation towards efficient management of its Credit portfolio,

Delegation of Credit Approval

Major credit exposures to individual borrowers, groups of connected counterparties and portfolios of retail exposures are reviewed by
the Head Office Credit Committee (HOCC) and HOCC recommend the loan to thie approval authority. All credit approval authorities are
delegated by the Board of Directors to executives based on their capability, experience & business acumen. Credit origination and
approval roles are segregated in all cases. Credit approval authorities are carefully segregated between CRM and the Business Units
with appropriate level of management for check and balance between control and business consideration. Proper delegation of credit
approval ensures full transparency and accountability at all leveis.

Credit Quality and Portfolic Diversification

The well practiced 5Cs principles of Credit i.e. Character, Capacity, Capital, Conditions and Collateral are followed professionally in the
credit evaluation stage. Evaluation of repayment ability, character of financial discipline and its key personnel, financial health of the
borrower and other qualitative and guantitative information are gathered so that credit facilities are allowed in @ manner so that
Bank's optimum asset quality is ensured. Concentration of credit is carefully avoided to minimize risk. Credit Lines have been
segregated focusing on regulatory requirements and with respect to sector, industry, geographical region, maturity, size, economic
purpose etc.

Large Loan limit and Credit Facility on business Consideration

The Bank watchfully avoids name lending. Credit facility shall be allowed absolutely on business consideration after conducting due
diligence. No credit facility is allowed simply considering the name and reputation of the key person of the borrowing company. In all
cases, viability of business, credit requirements, and security offered, cash flow and risks level are meticulously and professionally
analyzed.

Credit Monitoring and Early Warning system

The Bank regularly monitors the performance of loan portfolio and external events both at branch level as well as on head office level.
The HOCC & PAMC meets regularly to assess the impact of external events and trends on the credit risk portfolio and to define and
implement our response in terms of appropriate changes. Action trigger point has been set to identify accounts according to Early
Warning system to address the loans whose performances show any deteriorating trend. Recovery division has been given the
responsibility to handle these delicate issues with ¢caution. It enables the Bank to grow its credit portfolio in a sustainable way to
ensure higher quality and lower risk with the ultimate obiective to protect the interest of depositors and shareholders.
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Provision

For Classified Loans and Advances, Bank maintains enough provision. Thus, the Bank has adequate shock absorbing capacity in

case of loss of impaired assets.

Independent Internal Audit and Board Audit Cell

Internal Control and Compliance Division {ICCD'_& independently verifies and ensures, at least once in a year, compliance with
approved lending guidelines, Bangladesh Bank guidelines, operational procedures, adequacy of internal control and documenta-
tion. Board Audit Division directly reports to the Board/Audit Committee the overall quality, performance, recovery status, risks
status, adequacy of provision of loan portfolio for information and guidance.

Creating Credit Risk Awareness Culture

Strong emphasis has been placed to create credit risk awareness ameong all lending employees within the Bank. Awareness
programs have been conducting regularly to create a risk-conscious culture and empower them with the capability to identify,

control and manage Credit Risks more effectively.
Distribution of Credit Exposure by Major Types

Types of Credit Exposure
i
Term Loan

Cash Credit

Consumer Loan

Loan against Trust Receipt
Time Loan

Bills Purchased & Discounted
Card Loan

Staff Loan

Packing Credit

Loan against imported Merchandize
Others

Total

Geographical Distribution of Credit Exposure

Division
Dhaka
Chittagong
Sylhet
Rajshahi
Rangpur
Khulna
Barisal
TOTAL

Credit Exposure by Types

@ 46 5%

“uil

B Time Loan

& LM

B Facking Credit

B Bills Purchased & Discounted
B Consumer Loan

B LTR

118 | United Commercial Bank Limited

Term Loan
Cash Credit
Cheerdraft
Card Loan
Staff Loan
ther

BOT in million)
Amount o
39,185.83 28.80
34,829.24 25.60
26,824.18 19.71
10,697.13 7.86
7.818.66 h.B
7,269.90 5.34
3,304.01 2.43
2,.255.87 1.66
833.83 0.61
266.89 0.20
236.67 047
2,549.44 1.87
136,071.65 100.00
{BOT in million)
Amount %
93,301.57 68.57
30,106.92 2213
1,933.32 1.42
4, 708.48 3.46
845.08 0.62
4,846.19 3.56
330.09 0.24
136,071.65 100.00

Geographical Credit Concentration

2% 36%

i

1 G
22

Chaka
Rangpur
Chittagong
Hhuing
Sythet
Barizal

Rajshahl
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Disclosures on Risk Based Capital (Basel II)

Industry Type Distribution of Exposure

Types of Credit Exposure Amount (in million Taka) %
Commercial trade financing 33,502.45 24.69
RMG & Textiles Industry 12,200.65 8.98
Other Manufacturing Industries 11,355.54 8.33
Construction { other than housing ) 803421 5.80
Housing industry 7.970.92 5.86
Telecommunication, Transport & communication 6,748.21 4.97
Food products & processing 4,720.83 3.47
Agriculture 2,080.75 1.54
Service Industry 1,635.29 121
Power & energy 1,617.13 1.18
Shipping Industries 431.60 0.31
Others 45,674.07 33.57
Total 136,071.65 100.00%
Residual Contractual Maturity wise Distribution of Exposure
{BOT in-Millicn)
Particulars Amount
Upto 1 Month 17.1656.21
Over 1 Month Upto 3 Month 24 611.78
Over 3 Month Upto 12 Month 45,332.07
Ower 1 year Upto 5 Years 33,387.48
Over & Years 15,585.11
Total 136,071.65
Loans & Advances and Provislon
(BOT in Miltian)
Particulars Qutstanding Loans & Provision against
......... _Advances Loans & Advances
Total Loans and Advances 136,071.65 3,178.63
Un-Classified Loans & Advances 131.056.07 1,328.09
Classified Loans and Advances 5.015.58 1.850.54
Substandard (S5) 1,580.67 200.48
Doubtful (DF) 436,86 98.13
Bad/Los {(BL) 2.888.05 1.551.93
Off-balance Sheet ltems 52,153.26 521,55
Movement of Specific Provisions for NPLs
(BOT in Million)
Particulars Amount
Opening Balance - 759.66
Provisions made during the period 1,275.40
Written- off (551.18)
Write-back of excess provisions 366.67
Closing Balance 1,850.54

Equities: Disclosures for Banking Book Positions
The major portion of the Bank's holding of equity exposure is mainly with the purpose of capital gain.

The quoted shares are valued both at cost price and market price basis. However, the unquoted shares are valued at their cost

price.

(BOT in Millian)
Particulars Cost Price Market Price
Investment in Quoted Share 2.474.66 2122.78
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Disclosures on Risk Based Capital (Basel II)

Particulars Amount (in million BDT)
Realized Gains 46.99
Unrealized Gains 383.59
Unrealized Losses (735.47)
Met Unrealized Gains/(Loss) (351.87)
Amount included in Tier-2 Capital 0.00
Capital requirement for Equity Risk (Specific & General) 424.56
Supervisory Provision against Classified Equity Investment 351.89

Capital Requirement as per Grouping of Equity:

(BDT in Million)

Capital Capital Total

Sector I::r T:; M:::‘:; l:h:rga chgrgu Capital
for Specific for Specific Charge

Risk Risk

Bank 304.49 316.56 31.66 31.66 B3:3i
Financial Institutions 51.57 13711 13.71 13.71 27.42
Mutual Funds 413.19 30438 30.44 30.44 B0.88
Pharmaceutical & Chemical 179.71 115.87 11.59 11.59 2317
Engineering 203.35 125.78 12.58 12.58 25.16
Cement 146.84 121.63 12.16 1216 24.33
Fuel & Power 232.73 185.95 18.60 18.60 37.19
Services & Real Estate 124,42 32.04 3.20 3.20 6.41
Food & Allied 26.69 15.80 1.68 1.58 3.16
Textiles 31.67 25.46 2.05 255 2.09
Travel & Leisure 81.46 T4.14 7.41 741 14.83
Ceramic 129.40 56.57 2.66 0.66 1131
Telecommunication 150.30 36692 36.69 36.62 73.38
Insurance 172.15 119.00 11.90 11.20 23.80
Miscellaneous 166.64 60.21 6.02 6.02 12.04
Corporate Bond 60.00 65.36 6.54 6.54 13.07

Interest Rate Risk in the Banking Book

Interest Rate Risk in the Banking Book reflects the shocks to the financial position of the Bank including potential loss that the
bank may face in the event of adverse change in market interest rate, This has an impact on earning of the bank through Net
Interest Earning as well as on Market Value of Equity or net worth.

Thus this risk would have an impact on both earning potential and economic value of the Bank.

a ) The Bank uses following measures for deriving value of capital requirement for interest rate risk.
1) Maodified duration gap
ii)  Simulation on market value of equity
i) Impact of average interest rate fluctuation demonstrated in last 12 months from the date of computation. In the
event of lack of data for last twelve month the bank considers data of maximum period available.

The Bank ensures that interest rate risk is not included within the market risk, The Bank has calculated the rate sensitive assets

and liabilities with maturity up t0 12 months bucket and applied the sensitivity analysis to measure the level of interest rate
shock on its capital adequacy.

120 | United Commiercial Bank Limited



iy T

.ﬁ:—‘:l iy

'I. i
ek

ANMNUAL REPORT

Disclosures on Risk Based Capital (Basel II)

{BDT in Millions)

Particulars Upto 3 months 3 - 6 months 6 - 12 months
Rate Sensitive Assets 5961.40 2,546.68 2,540.68
Rate Sensitive Liabilities 8,918.66 1.976.60 3,239.66
Rate Sensitive Gap (2,957.26) 570.08 (698.98)
Cumulative Gap (2,957.26) (2,387.18) (3,086.17)
Interest Rate Shock on Capital: {BPT in Miliens)
Total Eligible Capital 1,845.57
Total Risk Weighted Assets 17,790.04
Capital Adequacy Ratio (CAR) 10.37%
Assumed Increase in Interest Rate 1% 2% 3%
Earn"ings Impa{:{ on Cumulative Gap {SGEE] fEiI.IT-"E}' {EEEEJ
Capital After Shock 1,814.71 1,783.85 1.752.99
CAR after Shock 10.20% 10.03% 9.80%
Decrease in CAR -0.17% 0.52%

-0.34%

Market Risk

Market risk is'a trading book concept. It may be defined as the risk of losses inon and off-balance sheet positions arising from
movements in market prices. The market risk positions subject to the risks pertaining to interest rate refated instruments and
equities in the trading book and Foreign exchange risk and commodities risk throughout the Bank. This signifies the risk of loss
due to decrease in market portfolio arising out of market risk factors. The Bank has considered interest rate risk on banking
book separately and the impact of interest rate risk on the trading book will not be considered here.

The Board approves all policies related to market risk, sets limits and reviews compliance on a regular basis. The objective is to
provide cost effective funding last year to finance asset growth and trade related transaction.

Methods used to measure Market Risk:

Standardized (Rule Based) Approach is used to measure the Market Risk of the Bank whereas for Interest Rate Risk and Equity
Risk both General and Specific risk factors are applied for calculating capital charge and for Foreign Exchange and Commodities
only General risk factor is applied.

Management System of Market Risk:

The duties of managing the market risk including liquidity, interest rate and foreign exchange risk lies with the Treasury Division
under the supervision of ALCO committee. The ALCO committee is comprised of senior executives of the Bank, who meets at
least one time in @ month during the ALCO meeting. The committee evaluates the current position of the Bank and gives
directions to mitigate the market risk exposure to a minimum level,

Capital Charges for Market Risk

{BET in Millions)

Sl. Markgt H_Isk _Gai_:uital chargp
A, Interest Rate Related instruments 50.69
B. Equities 424 56
C. Foreign Exchange Position 28.43
D. Commodities 0.00
Total 503,68
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Disclosures on Risk Based Capital (Basel 1)

Operational Risk

Operational Risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from external
events. Recognizing the importance of information technology in banking business, the Bank has considered information
technology risk as an independent risk.

Views of BOD on system to reduce Operational Risk:

The: responsibility of mitigating the operational risk of the Bank lies with Internal Control & Compliance Division under the
guidance of Audit Committee of the Board. The audit committee delivers policies and directions from time to time to keep the
operating efficiency of the Bank up to the mark.

Performance gap of executives and staffs:

The Bank identifies the lcop holes among the effectiveness of the employees and executives. These loop holes are removed by
arranging appropriate training programs, offering competitive packages and providing best working environment. In this process,
the Bank kept the performance gap of executives and staffs to a minimum level.

Potential external event:
No potential external event is expected to expose the Bank to significant operational risk,
The Bank has a separate Operational Risk policy addressing specific issues invalving Operational Risk.

Methods used to measure Operational Risk:
Basic Indicator Approach is used to measure Operational Risk where capital charge is 15% on last three years average positive
gross income of the Bank.

Capital Charges for Operational Risk

(BET in Millianis)
Operational Risk 2009 2010 2011 Capital Charge
Gross Income 7.861.30 9,586.50 10,.394.68 1,392.42
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Report on Going Concern

Listed Companies are required by SEC to report on its ability to continue as going concern. The
Board of Directors of United Commergial Bank Limited has made annual assessment about
whether ‘there exists a material uncertainty which may cast significant doubt upon the
Company's ability to continue as going concern. The director's assessment of whether the
company is a going concern entity involves making appropriate inquiries including review of
budget and future outcome of inherent uncertainties in existence. The Directors are
convinced from the following indications, which give reasonable assurance as to company's
continuance as a going concern for the foreseeable future.

Financial indications

Positive key financial ratios:

The Company has a very positive financial ratio as evident from financial highlights and
graphical presentation of financial position has been attached with this Annual Report. Such
positive financial ratios indicate Company's sound financial strength and good prospects.

Consistent payment of dividends:
The Company has been paying dividend consistent to its shareholders over many years, which Operating Revenue
reflects company’s long-term vision. (BOT in millicn)

Credibility in payment of obligations:
The Company has strong credibility in terms of payment of its obligations to the lenders. The
Company is very particular in fulfilling the terms of repayment agreement.

Performance growth: '
UCB has excellent growth in its operating performance Company's total assets has increased :

from Tk, 168,822 million to Tk. 207,448 million, indicating a growth of 22.83% over last year.
Operating revenue has increased by 9.50% in 2012 over last year. All these indicators support  zo08 2008 2010 2011 2012
Company's continuance in foreseeable periods.

Cash flows ana_l:fsis: No. of Employees
Company's cash flow analysis represents its strength about its ability to repay its obligation,

ability to-adapt in changing circumstances and generate sufficient cash and cash equivalent

which will take away the company to the foreseeable future. Banks' net interest receipt

increased by 28.48% to Tk. 6,614 million from Tk. 5,148 million of previous year.

Net cash from operating activities has increased from TK.5,933 million to TK.8,070 millicn
representing 36.02% over last vear. Total of Tk.2,156.76 million has been expended for invest-
ing activities which also indicates to continuous growth and diversification of earning streams

of the bank. 2008 2008 2010 2011 2012

Expansion of business:
The Company has expanded is segment geographically by opening branches in different
places considering the economic significance.

Durin‘g the vear 2012 the bank opened 15 (fifteen) no. of new branches at different places in
Bangladesh, 4 new ATM has also been launched in 2012. Total branches as oh 31 December
2012 is 130 (2011: 115) and ATM 81 (2011: 77)

Compariy has also expanded its product/service ling by introducing new product In addition to

that bank has two subsidiaries namely UCE Securities Limited and UCE Investment Limited.
These represent Company's intention for perpetuity.
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Report on Going Concern

Corporate environment and employee satisfaction:

There exists g very good corporate environment in the Company. United Commercial Bank is
an excellent work place with friendly environment. Communication among the employees is
very excellent. The company endeavors to be honest and practices fair treatment to all
employees which ensures good corporate eénvironment. The Company pays a very competitive
compensation package and there exists a good number of employee benefits like provi-
dent fund, gratuity fund, employees welfare fund, incentive bonus, transport facility to the
eligible employees which considered to be instrumental for employee satisfaction. Other
indications

Maintenance of sufficient capital:

As on 31 December 2012, the Company’s total equity stands at Tk. 18,171 million as against

Tk. 15,966 million of 31 December 2011, On the other hand the paid up capital of the bank Capital Adequacy Ratio
is TK. 8,366 million against Tk. 7,275 million of last year. The As per requirement of Bangla- {Percent)

desh Bank a bank should have minimum Tk. 4,000 million of paid up capital. As per BASEL-I,

a bank should maintain total capital at least @ 10 percent of RWA, whereas as on 31 Decem-

ber 2012 banks CAR is 10.37% which also indicates 1o its ability and intention to continue for

the foreseeable future. This level of capital size is one of the highest in the industry which

reflects bank's long term vision.

Strong CAMEL rating: o008 2008 2010 2011 2013
CAMEL rating is used by Bangladesh Bank as a tool for evaluating the strength and perfor-

mance of 8 bank. The composite rating adjudged by Bangladesh Bank signifies satisfactory

performance of United Commercial Bank. In that report, there was no adverse material Dividend
observation of Bangladesh Bank on the activities of the bank.

Satisfactory credit rating:

UCB has been rated as AA- in the long term which means adequate safety for timely repay-
ment. of financial obligations. This level of rating indicates a corporate entity with an adequate
credit profile. Risk factors are more variable and greater in periods of economic stress than
those rated in the higher categories.

1111

Particulars Long Term Short Term : —

Entity Rating AA- ST.2 2008 2008 2010 2011 2012
Date of Rating April 09, 2012

Based on Financial Statement December 31, 2011

The short term rating 57-2 indicates high certainty of timely payment. Liﬁuidity factors are
strong and supported by good fundamental protection factors. Risk factors are very small.
However credit rating of the bank based on the financial statements of December 2012 is
under process.

Changes In Government policy:
Management anticipates no significant change in legislation or government policy, which may
materially affect the business of the bank.

Based on the above indications, directors feel it appropriate to adopt going concern
assumption and there is no material uncertainty exists in preparing the financial statements.
Adequate disclosures have been made in the financial statements and different sections of
the annual report to understand the appropriateness of going concern basis in preparing
financial statements.
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