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ft Informiation Memorandumn

ABL Mudaraba Perpetial Bond of BOT 5,000 Millio:

Notice & Disclaimer:

Al Arafah Islami Bank Limited (hereinafter referred as the “Bank” or the “AIBL" or the “Issuer”) has authorized UCB
Investment Ltd. (hereinafter referred as “UCBIL" or the “Joint Arranger and Issue Manager”) and Prime Bank
Investment Limited (hereinafter referred as "PBIL” or the “loint Arranger and Issue Manager”) to distribute this
Information Memorandum {IM) in connection with the proposed transaction outlined in it {the “Transaction”) and
the bonds proposed to be issued in the Transaction (the “Bonds”)

This Information Memorandum is provided to prospective investors on a private and confidential basis for use solely
in connection with the issue, offer, sale or invitation to subscribe or purchase the perpetual Bonds. This Information
Memorandum shall not be, in whole or in part, reproduced or used for any other purpose without prior written
consent of the Issuer,

The Issuer has prepared this information memoerandum and is solely responsible for its contents. The issuer will
comply with all rules, laws and regulations and is responsible for obtaining all regulatory, governmental and
corporate approvals for the issuance of the Bonds. The Issuer, having made all reasonable inquiries, confirms that
this Information Memorandum contains all the information with respect to itself and the Bonds to be issued by it,
which is material in the context of the Bonds; that the information contained in this Information Memorandum is
true and accurate in all material respects and is not misleading; that the opinions and intentions expressed in this
Information Memorandum are honestly held and that there are no other facts the omission of which would make
any of such information or the expression of any such opinions or intentions misleading, The Issuer accepts
responsibility accordingly,

The loint Arrangers and Issue Managers have relied on the information provided by the Issuer and such information
has not been independently verified by the Joint Arrangers and Issue Managers. No representation or warranty,
expressed or implied, is or will be made, and no responsibility or liability is or will be accepted, by the Arranger or
any affiliate of the Arranger for the accuracy, completeness, reliability, correctness or fairness of this Information
Memorandum or any of the information or opinions contained therein, and the Arranger hereby expressly disclaim,
to the fullest extent permitted by law, any responsibility for the contents of this Information Memorandum and any
liability, whether arising in tort or contract or otherwise, relating to or resulting from this Infarmation Memarandum
or any information or errors contained therein or any omissions therefore. By accepting this Information
Memorandum, investors agree that the Arrangers will not have any such liability.

Neither this Information Memorandum nor any other information supplied in connection with the Issue is intended
to provide the complete basis of any credit or other evaluation, nar should it be considered as a recammendation
by the Arranger to the Issue that any recipient of this Information Memarandum (or any other information supplied
in connection with the Issue) should purchase or subscribe for any Bonds. Each investor contemplating purchasing
or subscribing for a Bond should make their own independent investigation of the financial condition and affairs,
and their own appraisal of the creditworthiness of the Issuer, Investors are advised nat to construe the contents of
this Information Memorandum as investment, legal, accounting, regulatory or tax advice. Investors are also advised
to consult with their own advisors as to all legal, accounting, regulatory, tax, financial and related matters,
concerning an investment in the Bonds.

INVESTORS SHOULD RELY ON THEIR OWN EVALUATION TO ASSESS THE MERITS AND RISKS OF THE INVESTMENT. IT
IS RECOMMENDED THAT PROSPECTIVE INVESTORS CONSULT THEIR FINANCIAL, LEGAL AND OTHER ADVISERS
BEFORE PURCHASING OR ACQUIRING OR INVESTING IN THE PERPETUAL BONDS.
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Issuer’'s Disclaimer:

Drafl Infoemation Memiorand urm

AlBLMudaraba Perpetual Bond of BDT 5,000 Mil

ALLTHE FEATURES OF AIBL MUDARABA PERPETUAL BOND ARE DRAFT ONLY AND FINALIZATION OF THESE FEATURES
ARE SUBJECT TO THE APPROVALS OF COMPETENT REGULATORS. THESE FEATURES MAY BE MODIFIED AS PER THE
DIRECTIONS OF BANGLADESH BANK AND BANGLADESH SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER

COMPETENT REGULATORS.
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AIBL Mudaraba Perpetual Bond of BDT 5,000 Millian

Definitions and Acronyms/ Elaboration:

A

“Articles” or “Articles of Association” or *AoA”

The Articles of Association of Al-Arafah Islami Bank Ltd.

AGM Annual General Meeting,

AlBL Al-Arafah Islami Bank Limited.

B

BSEC Bangladesh Securities and Exchange Commission
BAS Bangladesh Accounting Standards

BB Bangladesh Bank

BOT Bangladeshi Taka

BIN Bank Identification Number

C

(6]} Credit Information Bureau

COMPANIES ACT Companies Act, 1994 (Act. No. XVIIl of 1994)
CAGR Cumulative Average Growth Rate

CRR Cash Reserve Ratio

D

DSE Dhaka Stock Exchange

E

El Eligible Investor

EFT Electronic Fund Transfer

EFTPOS Electronic Fund Transfer at Point of Sales

EPS Earnings Per Share

Email Electronic Mail

F

FY Fiscal Year

FI Financial Institution

FTB Foreign Trade Bank

FDD Foreign Demand Draft

FDR Fixed Deposit Receipt

G

GOB Government of People’s Republic of Bangladesh
]

ISSUE MANAGER UCB Investment Limited & Prime Bank Investment Limited
ISSUER Al-Arafah Islami Bank Limited

ICAB The Institute of Chartered Accountants of Bangladesh
L

L/C Letter of Credit

M

"Memorandum” or “Memarandum of
Association” or "MoA”

The Memorandum of Association of Al-Arafah Islami Bank
Limited.

Mald Memerandum of Understanding

N

NAV MNet Asset Value

MNRB Naon-Resident Bangladeshi

NBR National Board of Revenue

o

Offering Price Price of the Bond of Al-Arafah Islami Bank Limited.
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p

Price to Earnings

PE

R

RISC Registrar of Joint Stock Companies and Firms
R&D Research and Development

5

SLR Statutory Liguidity Ratio

T

The Company/Issuer Al Arafah |slami Bank Limited.
TT Telephone Transfer

v

VAT Value Added Tax

w

WDV Written Down Value
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Contact List:
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Al-Arafah Islami Bank Limited

Mr. Farman R Chowdhury

Managing Director

PABX. +880 2 44850005-20
Tel: +880 2 44850022
Mobile: +8801711533266
E-mail: md@aibl.com.bd

Al-Arafah Tower, 63, Purana Paltan,
Dhaka-1000, Bangladesh

Mr. Muhammed Nadim, FCA

Deputy Managing Director

PABX: +880 2 44850005-20 Ext-
270

Tel: +880 2 44850028

Mobile: +8801819494580

E-mail; nadim@aibl.cam.bd

MTB Capital Limited

MTEB Tower (Level 3},

111 Kazi Nazrul Islam Avenue, Bangla
Motor,

Dhaka 1000

Md. Ashadul Islam
FAVP, Board Secretary & Compliance officer
MTB Tower (Level-3), 111 kazi nazrul islam avenue, Bangla motor,
Dhaka- 1000,
Cell: +88 01818416284
Email: ashed@mutualtrustbank. com

UCB Investment Limited
BULUS Center, (17" floor)
Plot- CWS (A)-1

[ Tanzim amgir

Chief Executive Officer

T Cell: + 88 01927 111 555
Email:
tanzim.alamgir@uch.com.bd

Road: 34, Gulshan Avenue
Dhaka- 1212

Aroka Chowdhury

Assistant Vice President

Cell: + 88 01714319995

Emall:
arpka.chowdhury@uch.com. b

Prime Bank Investment Limited
Tajwar Centre (5th Floor),
Block; E, Road, 19/A,

House, 34 Kemal Ataturk Ave,

Khandoker Raihan Ali, FCA

SEVP & Chief Operating Officer
Contact: 01730031810
Email: raihan@phil.com.bd

Dhaka 1212
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1. Reports to The Eligible Investors:

By investing in the Bonds, you are hereby deemed to have acknowledged, represented and warranted to,
and agree (as the case may be) for the benefit of the Joint Arrangers and Issue Managers, as set out below:

High risk: You are fully aware that investment in the Bonds involves a high degree of risk,

Consultation with advisers: You have (i) consulted with your own legal, regulatory, tax, business,
investment, financial and accounting advisers in connection herewith to the extent you have deemed
necessary, (ii) collected and reviewed all information that you or your advisers believe is necessary or
appropriate in connection with the purchase of the Bonds, and (iil) made your own investment decisions
based upon your own judgment, due diligence and advice from such advisers as you have deemed
necessary and not upon any view expressed by or on behalf of the Arranger.

Noreliance: You acknowledge and agree that you may not rely on any investigation that the Lead Arranger
or any of its affiliates or any person acting on their behalf may have conducted with respect to the Issuer
or any of their affiliates, and neither the Arranger nor its affiliates, employees, officers, directors, legal
advisers or representatives have made any representation to you, express or implied, with respect to your

investment in the Bonds,

Informed decision: You are in possession of all the information that you believe is necessary or
appropriate in order to make an informed decision regarding your purchase of the Bonds, including
without limitation, adequate information concerning the Issuer’s business, financial condition, results of

operations and prospects.

Knowledge and experience: You have such knowledge and experience in financial, husiness and
international investment matters that you are capable of evaluating the merits and risks of purchasing the
Bonds and are aware that you may be required to bear, and are able to bear, all risks including economic

risk of an investment in the Bonds.

Information of the Company: You acknowledge that the information provided to you with regard to the
Issuer and the Bonds in this Information Memorandum has been supplied to you by the lead arra nger only
on behalf of the Issuer and that neither the lead arranger nor any of its affiliates, employees, officers,
directors, legal advisers or representatives has verified such infarmation or makes any representation or

warranty as to its accuracy or completeness.

Review of Information Memorandum: You have reviewed this Information Memorandum in its entirety,
including the risks associated with investment in the Bonds, and you understand and acknowledge all of
the risks described herein. By Investing in the Bonds, you have determined that:

i the Bonds are a suitable investment for you and your investment in the Bonds does not and will
not, when consummated, violate any investment or other guidelines, palicies or restrictions
(corporate or otherwise), or any law, rule, regulation or order applicable to you; and

you have obtained all approvals and consents (whether internal or external) and have made all
notifications necessary for you to invest in the Bonds as contemplated; and you can bear the

Md. Mahmi:arman R. Chowdhury

[ ing Direclor & e
MUHAMMED NADIM Fca Do mpany Secretary Managing Directar & CEQ
EF“FMF“"W Officer (CFO) Al-Arafah islami Bank Lid. rafab Islami Rank | 14
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economic risk of the investment and are able to sustain a complete loss in connection with your

investment.

Own account: You are purchasing the Bonds for your own account and rot with a view to any distribution

thereof.

No representation or warranty: The Lead Arranger have not made, and you have not relied upon any
representation, warranty or condition (express and/or implied), and the Lead Arranger shall not owe any

duty whatsoever to you in connection with the Bonds.

No obligation to purchase: The Lead Arranger shall have no obligation to purchase or acquire all or any

part of the Bonds purchased by you or to support losses, if any, directly or indirectly sustained or incurred
by you for any reason whatsoever in connection with the Bonds, including the non-performance by the

issuance, whether to you or otherwise.
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2. Risk Factors and Managements’ Perception About the Risk:

An investment in bond involves a high degree of risk. The Bank is operating in an industry involving both external
and Internal risk factors having direct as well as indirect effects on the investments made by the investors, All
investors should carefully consider all the information in this Infarmation Memarandum, including the risk factors,
both external and internal, and management perception there about enumerated hereunder before making an
investment decision. If any of the following risks actually occur, their business, results of operations and financial
condition could suffer, the trading price of their share could decline, and investors may lose all or part of their

investment.
(a) Profit / Interest Rate Risks:

Profit/interest rate risk concerned with borrowed funds of short term and long-term maturity. Profit/interest rate
fisk is the risk that the Bank faces due to unfavorable movements in the profit/interest rates. Volatility in money
market and increased demand for investment funds raise the rate of profit/interest. The Bank's financing in different
sectors is generally structured at fixed and variable rates for specified terms. A change in the Government's monetary
policy also tends to Increase the rates, Increase in profitfinterest rates of borrowing could narrow or eliminate the
spread or result in a negative spread, and hence, may have el material adverse effect on the Bank's business, financial
cendition and/or results of operations.

Management perception:

Although the consequences of unusual and abruptincrease in the borrowing rate cannot be avoided, Al-Arafah Islami
Bank Ltd. (AIBL) takes all the appropriate measures to minimize the negative consequences. For profit/interest rate
risks, the Bank currently pursues a policy under which profit/interest rate can be revised for any unusual and abrupt
change at its own discretion as and when required.

(b) Foreign Exchange Rate Risks:

Exchange Rate fluctuation may reduce the profitability of Al-Arafah |slami Bank Ltd. (AIBL) because if funds foreign
trade commitments from various sources of foreign change like export proceeds and other incoming remittances, If
exchange rate is increased against local currency opportunity will be created for generating more profit and the
opposite may happen as well,

Management perception:

Exchange rate risk arises from exchange rate movements, which may affect the earnings of the Bank from its foreign
exchange apen position taken from time to time. This risk is mainly managed by (i) determined limits on open foreign
exchange position, (i) monitoring open position against these limits & (iii) setting and monitoring of stop loss
mechanism. AIBL foreign exchange risk remains at minimum level as all of jts foreign trade & remittance transactions
are carried out on behalf of the customers, All nastro accounts are reconciled on monthly basls and outstanding
entries are escalated to concerned departments and reported to higher management far immediate settlement,
Treasury departments are vested with the responsibility to measure and minimize the risk associated with Bank's
assets and liabilities, which includes foreign exchange risk. Treasury continuously monitors price movements of
foreign exchange and uses various hedging techniques to manage its apen position in such a way that minimizes risk
and maximizes return.

(c) Non-repayment Risks:
Non-repayment risk can arise if the Bank become unable to repay the principal amount and the profit to the bond
holder, Due to global financial crisis, the bank may not be able to repay their bond holder. Change of profit rate,

10
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inflation, recession may have a negative impact on cash flow and profitability of the Bank. Which results in non-
repayment in bond amount to bend holders,

Management perception:

The management of AIBL is always concerned about the prevailing and upcoming future changes in the glabal
financial policies and shall respanse appropriately and timely to safeguard its interest. The Bank has a very strang
financial background as well as cash flow along with diversified business package, that's why the risk is very
negligible.

(d) Prepayment, Call or Refunding Risks:
Prepayment, call or refunding risks are the risks associated with the principal amount of a bond.

Management perception:

This bond is perpetual in nature i.e, there is ha maturity date and there are no set-ups or other incentives to redeem
unless and until it is eligible far call option criteria depicted in features {4) sectian,

(e} Security Risks:
AIBL is issuing Mudaraba Perpetual Contingent-Convertible Bond which is unsecured meaning that it fs not backed
by any pledged asset. There arises a question regarding the security of the bond.

Management perception;

Though the band is unsecured, it is backed by the credit worthiness and reputation of the Bank, MTB Capital Limited
is appointed as Trustee to the issue by AIBL MT8 Capital Limited is empowered to regulate the terms and conditions
and that applied to the bond. The Trustes is responsible for several key functions that benefits both the Issuer and
the bond holders.

(f) Liquidity Risk:

The Bank harvest the fund through leveraging by the way of taking deposits from the general public and borrowing
and its solvency [s largely dependent upon efficiency in the process of intermediation of fund. The end objective of
liquidity management is to ensure striking of balance between liquidity and profitability.

Management perception:

The management of AIBL is aware of the magnitude of this risk and it has always intended to diversifying sources of
funds and to develop good mix of depasit structure. In this direction the bank has already launched several deposit
schemes to attract deposits from various customer groups, including Retail and Corporate Cash Management clients.
The Bank is opening branches all across the Country to diversify its business portfolio.

(8) Management Risks:
The risk associated with ineffective, unprofessional, non-discreet ar underperforming management, that impedes
the growth of the organization as well as hurts the shareholders and the company, fund of which being managed.

Management Perception:

AIBL is one of the leading islamic banking Institutions in Bangladesh with a track record of consistent performance
achieved through effective leadership and corparate governance. AIBL has a sound management system that is not
only efficient but also dynamic in taking appropriate decision to make the organization more effective, vibrant and
result oriented. Therefore, with the strong leaderships and structured corporate set-up the management risk is not
a matter of concern at all for the steady and sustainable growth of AIBL,
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(h) Operational Risks:

Operational risk is the risk of potential losses from a breakdown in internal processes and systems,
people and management or operational failure arising from external events,

deficiencies in

Management Perception:

The Management through internal contral and compliance division controls operational procedure of the Bank,
Internal Control and compliance division undertakes periodical and special audit of the Branches and departments
at the Head Office to review the operation and compliance of statutory requirements. The Audit Committes of the
Board subsequently reviews the reports of the internal control and compliance division,

(i} Business Risks:
The Bank may face business risk while doing their bankin
danger of loss and the events that could pose a risk due to some unforeseen events

of AIBL to fail,

g business. Business risk implies uncertainty in profit or
in future, which causes business

Management perception:

AIBL has a very good profitability record through its business life, The management is well aware abaut this risk. The
Bank is operating in a highly competitive market as madern banking industry has brought greater business
diversification. The Bank has a dedicated team to find new scope to expand its business. The risk management team

to identify and manage different types of risk including business risk,

(i) Industry risks:
The Bank is operating in a highly competitive market as modern banking industry has brought greater business
diversification. Some banks in the industrialized world are entering inta investments, underwriting of securities and
portfolio management. Taken together, these changes have made banksan even more important entity in the global

business community. The entry of new competitors may increase the market competition and profitability of the g’ 'E

Bank. oE

ts P OE

5 1] e |

Management perception: 5 [ g &
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AIBL constantly keeps a watch on ever changing econamic and business environment which sometimes leads some S8 ,.§ §
industry risk as well as opportunity and banks has taken prompt and proactive action for avoiding probable risk and 3 -
i : ’ 2t : - . . = £
grabbing the opportunity. AIBL has always been careful in offering Innovative, convenient and cast-effective financial i =
products and services which flexibility in nature and by the way minimizes its industry risk exposure. Since its & g i__::

inception the bank contributes significantly in harnessing deposits by launching different attractive schemes befitting
the requirement of different segment of customers, The bank actively encourages feedback from the customers and
regard complaints as constructive comments that helps to build customer relationships and improve business
situation. The Bank has alsa succeeded in diversifying Its business portfolio across the thrust sectors of the economy
and always takes special care for utmost value addition in clientele services.

(k] Market & Technology Related Risks:
(i) Market Risk:

Financial market of Bangladesh is currently very competitive and it is currently one of the fastest growing industry
in Bangladesh. The entrance of new entities inta the market is increasing the competitiveness of the market. Strong

marketing and brand management would help the bank to increase its customer base.
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Management Perception:

AIBL focuses on pursuing unexplored market niches in the Small and Medium Enterprise Business which hitherto
remained largely untapped within the Country. The Bank has incorporated double bottom approach in its operation,
first is making profit by mobilizing fund from urban to rural areas and second is performing social responsibility by
creating an entrepreneurial class. The bottom-line approach taken by the Bank makes them the market leader in the
banking industry.

(Ii) Technology Related Risks:

Technology plays vital role for ensuring better service to the customers and minimizing the cost in various aspects.
The financial institutions and banks must embrace new technology to be efficient enough to cope up with the future
changing demand.

Management Perception:

Technology is the nerve center of AIBL's rapid growth. AIBL has implemented one of the best world class Infarmation
Technology platform in the Bank to ensure faster yet safer delivery of services to the customers on 24/7 basis, The
bank has built up its alternative delivery channel infrastructure to offer the full suite of ATMSs, POS, Internet Banking,
Call Center and SMS banking for its customers. In order to support its aggressive growth strategies in future, the
bank has made a strategic decision to change its core banking software to a more robust and internationally tested
system. As its unique contribution to a truly broad-based and participatory electronic banking system in Bangladesh,
AIBL currently has a wide coverape of 182 Branches, as on December 31, 2020,

(1) Risks Related to Potential or Existing Government Regulations:

The Bank operates under the specific guidelines laid down by Bangladesh Bank (BB), Bangladesh Securities and
Exchange Commission (BSEC) and other regulatary authorities, The Bank also operates under Companies Act 1994
and other related regulations, Bank Company Act 13981, Income Tax Ordinance 1984, Value Added Tax (VAT) Act
1991 and Value Added Tax (VAT) Rules 1991. Any abrupt change of the policies made by the regulatory authaorities
may adversely affect the business of the Company.

Management Perception:

Unless any policy change negatively and materially affects the industry as a whale, the business of the Bank is
expected not to be affected significantly. Like all Scheduled Banks in Bangladesh, AIBL's asset growth and cost of CRR
and SLR are adjustable as per requirement,

The management of AIBL is always concerned about the prevailing and upcoming future changes in the global or
national policy and responds appropriately and timely to safeguard its interest.

(m) Risks related to Potential Changes in Global or National Policies:
Changing economic conditions may affect the demand for the type of finance offered by the bank, Downturn of
economic activity or uncertainty may result in a downturn in demand for loan funds in the industry.

Management Perception:

Generally, this risk applies ta every financial institution in the Country but they are normally mitigated by being
aware of the circumstances and taking appropriate action in time, AIBL has always kept abreast of changing business
environments and this is evidenced by its good financial perfermance in the past. AIBL's performance has been
steady during periods of political turmoil and natural calamities. On the other hand, political turmoil and the
disturbance are bad for the economy as a whole and so also for the Bank.
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Draft Information Memor:

AIBL Mudaraba Perpetual Bond of 80T 5000 M
(n) Portfolio Management Risk:

Poor guality of project appraisal, slack monitoring of outstanding debts, inadequate/inappropriate documentation
and other forms of management efficiencies may affect the quality of AIBL portfolio.

Management Perception:

Under the close supervision of AIBL's prudent shareholders and the Board of Directors, the Management of AIBL has
developed skills and ability to appraise a project efficiently, ascertain the risk factors, address them and monitor
performance closely.

(0) Change in Fiscal Policy:

The Bank's lending activities generate significant depreciation allowances that provide the Bank with substantial tax
benefits on an ongoing basis. In addition, the Bank's lessees currently enjoy favorable tax treatment due to
entitlement of depreciation. Any change of current tax may make lease financing less attractive and would have a
material impact on the Bank's business, financial condition and/or results of operations,

Management Perception:

AIBL has been putting their best efforts to manage tax and accounting matters professionally. Unless a material
change takes place in the fiscal policy, which would affect the banking industry as a whole, AIBL is well prepared to
address the issue that may have any significant impact on the Bank's business, financial condition and results of
operation.

(p) Credit Risk:
Some of the customers or obligators may fail to meet the terms of any contract or otherwise fail to perform as
agreed which will in turn reduce the profit of the Bank decreasing shareholders' earnings

Management Perception:

Considering the key elements of credit risk, the Bank has segregated duties of the officers/executives invalved in
credit related activities. Separate division for Corporate, SME and retail has been formed which are entrusted with
the duties of maintaining effective refationship with the customers, marketing of credit products, exploring new
business opportunities atc. for transparency in the operation during the entire credit period-i) Investment Approval
Committee, ii) Investment Administration Department, iii) Recovery Unit and iv) Impaired Asset management have
been set up.

In addition to the above, investment division carries out thorough assessment before approving any Investment
facility. The risk assessment includes borrower risk analysis, financial analysis, industry analysis, and historical
performance of the customer. Investment administration department ensures cormpliance with at legal formalities,
completion of all documentation, security of the proposed [nvestment facility and finally disburses the amount, The
sales team reports to their line management; the investment risk management division reports directly to deputy
managing director (risk management), while the investment administration reports to the head of division, The
above management system has not only ensured segregation of duties and accountability but also helps to minimize
the risk with the credit portfolio.

(q) Asset Quality Risk:
Changes in market liquidity and/or profit/interest rate expenses Bank's business to the risk of loss, which may, in
extreme cases, threaten the survival of the institution.
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rait Information Memaorandium

AIEL Mudaraba Perpetual Bond of BDT 5.000 nMil

Management Perception:

Emphasis has been given so that the level of balance sheet risks is effectively managed appropriate policies and
processes are established to control and limit these risks and proper manpower are available for evaluating and
controlling these risks. The Assets Liability Committee (ALCO) of the Bank monitors Balance Sheet Risks and Liquidity
Risks of the Bank. The committee reviews country's overall economic position, Bank's liquidity position, ALM ratios,
profit rate risk, capital adequacy, deposit investment growth, cost of deposit & yield on Investment, R.E. gap, market
profit rate, loss provision adequacy and deposit lending pricing strategy and takes appropriate decisions in this
respect.

3. Detailed Description and information

Detailed description and information as per Bangladesh Securities and Exchange Commission (Debt
Securities) Rules, 2021; Schedule- A (Part 1) is annexed to this Information Memorandum. Please check

Annexure - 01

4. Details of Utilization of Proceeds:

Purpose of Issuance of AIBL Mudaraba Perpetual Bond

Al Arafah Islami Limited (AIBL) has decided to raise Additional Tier-1 Capital through issuance of AIBL
Mudaraba Perpetual Bond in order to strengthen its capital base in accordance with Bangladesh Bank's
Guidelines on Risk Based Capital Adequacy (Revised Regulatory Capital Framework in line with Basel IIl).
The proposed bond issue will allow the bank to enhance its capital strength and continue to grow its
balance sheet in the future years.

AIBL Mudaraba Perpetual Bond

The proposed bond will qualify as part of AIBL's Additional Tier-1 capital and will help maintain healthy
capital adequacy ratios in the next few years. Besides, the BDT 5 billion fund will be used for undertaking
general business activities of the bank including strengthening of the investment portfolio and other

securities.

5. Features of the Mudaraba Perpetual Bond:
Name of the Instrument AIBL Mudaraba Perpetual Bond

Issue Type Unsecured, Contingent-Convertible, Fully paid up, Non-
Cumulative, BASEL Ill compliant, Perpetual Debt instrument for
inclusion in Additional Tier | Capital

Issuer Al Arafah Islami Bank Limited
Nature of Instrument Unsecured
Purpose and Objectives To raise Additional Tier-1 Capital through issuance of AIBL

Mudaraba Perpetual Bond in order to strengthen its capital basein |
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accordance with Bangladesh Bank’s Guidelines on Risk Based
Capital Adequacy (Revised Regulatory Capital Framework in line
with Basel 111).

The funds being raised by the Bank through the mentioned Issue
are not meant for financing any particular project. The Bank shall
utilize the proceeds of the Issue for its regular business activities.
The Bank shall not utilize proceeds of the lssue for any purpose
which may be in contravention of the regulations/ guidelines/
norms issued by the Bangladesh Bank and Bangladesh Security
Exchange and Commission where applicable,

—_—

Joint Arrangers and Issue

UCB Investment Limited & Prime Bank Investment Limited

Managers

Trustee MTB Capital Ltd.
Paying Agent, Register, Transfer MTB Capital Ltd.
Agent

Underwriter Islami Bank Capital Management Limited
Rating Agency Credit Rating Information and Services Limited

Legal Advisor

Lex Juris- Barristers, Advocates & Consultants

Mode of Issue

90% Private Placement and 10% Public lssue

Facility Size

BDT 4,500,000,000 under private placement and BDT 500,000,000
under public Issue

No. of Bonds to be Issued

800,000 under private placement and 100,000 under public offer

Face Value

BDT 5,000/ (Five thousand Taka only)

Bonds per lot/ Minimum

01 bond for public issue and 10,000 for private placement

Subscription

Tenure Not Applicable. The Bonds shall be perpetual j.e. there is no
maturity date and there are no step-ups or other incentives to
redeem,

Investors The following class of investors are eligible to participate in the |

offer:

® Public Financial Institutions which are duly authorized to
invest in Bonds as per Bangladesh Bank Regulations

* Mutual Funds, Insurance Companies, Scheduled
Commercial Banks,

* Co -operative Banks, Regional Rural Banks authorized to
invest in bonds/ debentures,

* Societies authorized to invest in bonds/debentures,

* Trusts authorized to invest in bonds/ debentures,

® Statutory Corporations/ Undertakings established by
Central/ State legislature authorized to invest in bonds/
debentures,

= Any other not mentioned in the list but is eligible to
subscribe as per regulations by Bangladesh Bank,
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This being a private placement Issue, the eligible investors who
have been addressed through this communication directly, are
only eligible to apply.

Prior to making any investment in these Bonds, each investor
should satisfy and assure himself/herself/itself that he/she/it is
authorized and eligible to invest in these Bonds. The Bank shall be
under no obligation to verify the eligibility/authority of the investor
to invest in these Bonds. Further, mere receipt of this Disclasure
Document by a person shall not be construed as any
representation by the Bank that such person is authorized to invest
in these Bonds or eligible to subseribe to these Bonds. If after
applying for subscription to these Bonds and/or allotment of Bonds
to any person, is found to have been ineligible to invest in/hold
these Bonds, the Bank shall not be responsible in any manner.

Rate of Return/ Profit
Distribution

Rate of return will be calculated based on the latest available
published deposit rate in Bangladesh Bank website. The average of
yearly deposit rate (1 year but < 2 year) of scheduled Islamic banks
(1* Generation, 2" Generation and 3™ Generation banks only)
excluding foreign Islamic banks and any Z-category Islamic Banks
enlisted in capital market will be considered.

(The published deposit rate to be taken from “Announced Interest
Rate Chart of the Scheduled Banks (Deposit Rate)” published by
Bangladesh Bank in its website.)

Rate of Return Range

Return Ceiling: 10%
Return Floor: 6% (subject to having available distributable profit)

Margin with Rate of Return

2.50%

Listing Status

Listed as per BSEC Regulation

Quotation Day

Five (05) days before the first day of any period for which a rate of
return is to be determined

Rate of Return Discretion

The bank will have full discretion at all times to cancel
distributions/payments to the bondholder

Exercise of Rate of Return
Discretion

Any return payment will be distributed subject to having available
distributable profit of the issuer

Payment of profit

Annually, payment will be made end of calendar year
Any payment will be made within 30 days of payment date after
that late payment clause will be in effect

Late Payment

Issuer shall pay a late payment penalty of 2% (twa per cent) higher
than the Coupon Rate and be payable on the amount not paid on
the due date till the date of actual payment unless exercise of
coupon discretion is not in effect.

Business Day Convention/Effect
of Holidays

* If any Coupon/ Interest Payment Date falls on a day that is
not a Business Day, the payment shall be made by the Bank
on the immediately succeeding Business Day.

* If the Call Option Due Date (also being the last Coupon
Payment Date, in case Call Option is exercised) of the

Bonds falls on a day that is not a Business Day, the Call

/
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Option Price shall be paid by the Bank on the immediately
preceding Business Day along with interest accrued on the
Bonds until but excluding the date of such payment.

Late Redemption

Mot Applicable.
Since the instrument is perpetual in nature i.e. there is no maturity

date; late redemption is not applicable unless and until it is eligible
for call option criteria.

Not Applicable

Put Date
Put Price Not Applicable
Call Option Can be exercised only after ten years of issuance, with prior

approval from the Bangladesh Bank

Call Option Eligibility

1.  Replace this instrument with capital of the same or better
quality that are sustainable for the income capacity of the
Bank, or,

2. Capital position is above the minimum

requirements after the call option is exercised

Claim Settlement in the event of
Liquidation or Wind-up

Claims of the investors on the bond are:

1. Superior to the claims of investors in equity shares and
perpetual non-cumulative preference shares, if any, of the
bank whether currently outstanding or issued at any time
in the future.

2. subordinated to the claims of depositors, general creditors
and subordinated debt of the Bank other than any
subordinated debt qualifying as Additional Tier 1 Capital
(as defined in the Basel Ill Guidelines) of the Bank;

3. Is neither secured nor covered by a guarantee of the issuer
nor related entity or other arrangement that legally or
economically enhances the seniority of the claim vis-a-vis
bank creditors

Notwithstanding anything to the contrary stipulated herein, the
claims of the Bondholders shall be subject to the provisions of Loss
Absorption in this terms and features.

Loss Absorption

Any losses will be absorbed in the following manner:
Conversion to common shares at pre-specified trigger point as
needed to reach the minimum consolidated CET-1 ratio as per
Bangladesh Bank requirement (Currently of 4.50%),

Loss Absorption Methodology

CET-1 on Trigger Date will be considered to identify the shortfall
percentage and it will be converted into common shares
eventually. If a fractional share issuance arises upon conversion,
the issuer will round the number of shares issuable, up to the next

whole number.

Trigger Point for Loss
Absorption

If the bank’s consolidated CET-1 falls below Bangladesh Bank
requirement (Currently of 4.50%) and stays below for 03 (Three)
successive quarters; then, the 3 quarter-end date of consecutive
below-minimum CET-1 Ratio would be the Trigger-Point (date).
Once the trigger point has been reached and exercised, the cycle

will start again.
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Conversion Strike Price

Average of 180 business days market price prior to the trigger paint
or par value (currently BDT 10tk) whichever is higher.

Payment Suspension
Methodology

In case of the event of exercise of Loss Absorption feature of the
Bond, any coupon payment in between the Trigger Point and
publication date of audited financials will he suspended. The
bondholder will not be eligible for the coupon payment if the same
situation prevails (Bank’s consolidated CET-1 ratio remains below
the regulatory requirement of 4.5%) after the publication of
audited financials. In case of conversion on Trigger Point Condition,
the portion that will be required to be converted, Coupon Payment
will never resume back for that portion. The portion that shall not
be converted, payment will resume from next coupon date for that
non-converted portion, but subject to CET-1 Ratio remaining
reaching 4.50% or above, and interest will be paid along with
previous coupon for this portion,

No penal/additional/delay fee shall be charged on the Issuer for
the period when coupon(s) payments are suspended.

Events of Default

Not Applicable,

It is further clarified that cancellation of discretionary
payments/coupon shall not be deemed to be an event of default.
The Bondholders shall have no rights to accelerate the repayment
of future scheduled payments (coupon or principal) except in
bankruptey and liquidation,

Common Equity Holders'
Dividend Stopper Clause

Dividend Stopper Clause will be applicable to these Bonds and it
will stop common equity holders’ dividend payments on common
shares in the event the holders of the Bonds are not paid coupon.
In the event the holders of the Bonds are not paid coupon, they
shall not impede the full discretion that lssuer has at all times to
cancel distributions/payments on the Bonds, nor will they impede
/ hinder:

(i) The Re-Capitalization of the Issuer.

i) The Issuer's right to make payments on other
instruments, where the payments on this other
instrument were not also fully discretionary

(iii) The Issuer’s right to making distributions to
shareholders for a period that extends beyond the
point in time that coupon on the Bonds are resumed.
The normal operation of the Issueror any restructuring
activity (including acquisitions/ disposals),

Transferability/Liquidity

Freely transferable in accordance with the provisions of the Deed
of Trust.

Credit Rating of the Issue

A+ (Indicative)
Publishing Date: May 09, 2021
Validity Date: Novemnber 08, 2021

Credit Rating of the Issuer

AA (Stable)
Publishing Date: July 18, 2021
Validity of the rating: July 17, 2022
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AIBL Mugaraba Perpetual Bond of BDT 5

Total Cost related to bond issuance is approximately BDT 2.50 crore
for the initial year and approximately 7 lacs for subsequent period,
The Bonds are governed by and shall be construed in accordance
Governing Law with the existing laws of Bangladesh. Any dispute arising thereof
shall be subject to the jurisdiction of courts of Bangladesh.

Rate of Return, Yield to Maturity, Coupon/Discount Rate:

Cost Related to the issue

Coupon Range: 6%*-10% p.a. *subject to having available distributable profit.

Transferability/Liquidity:

The bond Is freely transferable in accordance with the provisions of the Trust Deed.
Prepayment, Call, Refunding, Conversion Feature:

Perp'etua[ bond is non-puttable, callable in Nature, The bond has a contingent convertible option avallable.
Conversion to commen shares at pre-specified trigger point as needed to reach the minimum consolidated CET-1
ratio as per Bangladesh Bank requirement (Currently of 4.50%).

Tax Features:

The Company and any income from the Band for the investors will ba according ta the Laws of Bangladesh,

Enforcement of Charges over securities:

The Trustee shall enforce all payment obligations under the Bonds only by way of petitioning for the winding up or
dissolution of the Issuer and/or by proving for the amount due and payable under the Bonds in the liguidation or
administration of the Issuer. In the event of default by the Issuer in the performance or bservance of any covenant,
condition or provision contained in the Bond or the Trust Deed or any of the Issue Documents (save for failure to
pay any amount of principal, coupon or expenses or in respect of any other payment obligation), (i) the Trustee or
any Bondholder shall not be entitled to any remedy available to the Trustee or any Bondholder which in substance
amounts to a remedy to recover any amounts under any payment obligation of the Issuer under the Bonds and (ii)
any other remedy available.

cting)
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Repayment Schedule:

As per BASEL Il guideline (Annex IV: Special Eligibility Criteria to qualify for additional Tier | Capital, a) this instrument
is perpetual in nature L.e. there is no maturity date and there are no set-ups or other Incentives to redeem unless
and until it is eligible for call option criteria depicted in features (5) section.
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6. Description of Collateral Security and Type of Charges to be Created Against
the Issue:

AIBL Mudaraba Perpetual Bond is superior to the claims of investors in equity shares and perpetual non-cumulative \
preference shares, if any, of the bank whether currently outstanding or issued at any time in the future and
subardinated to the claims of depositors, general creditors and subordinated debt of the Bank other than any
subordinated debt qualifying as Additional Tier 1 Capital (as defined in the Basel IlI Guidelines) of the Bank. It is
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neither secured nor covered by a guarantee of the issuer nor related entity or other arrangement that legally or
economically enhances the seniority of the claim vis-a-vis bank creditors.

7. Rights and Obligations of the Issuet:

Covenant to Repay

The Issuer covenants with the Trustee that it will, as and when the Bonds or any of the profit payment
under the Bonds become due for payment or any principal on the Bonds or any of them becomes due to
be repaid in accordance with the Conditions, unconditionally pay or procure to be paid to or to the order
of the Trustee in Bangladesh Taka in Dhaka in immediately available freely transferable funds, the profit
payments or the principal amount of the Bands or any of them becoming due for payment, redemption
or repayment on that date and shall (subject to the provisions of the Conditions) until all such payments
(both before and after judgment or other order) are duly made unconditionally pay or procure to be paid
to or to the order of the Trustee as aforesaid on the dates provided for in the Conditions profit on the
principal amount of the Bonds or any of them outstanding from time to time as set out in the Conditions

provided that:

* every payment of principal or profit in respect of the Bonds or any of them made to or to the account
of the Paying Agent in the manner provided in the Agency Agreement shall satisfy, to the extent of
such payment, the relevant covenant by the Issuer cantained in this Clause except to the extent that
there is default in the subsequent payment thereof to the Bondholders in accordance with the
Conditions;

* ifany payment of principal or profit in respect of the Bonds or any of them is made after the due date,
payment shall be deemed not to have been made until either the full amount is paid to the
Bondholders or, if earlier, the seventh day after notice has been given to the Bondholders in
accordance with the Conditions that the full amount has been received by the Paying Agent or the
Trustee except, in the case of payment to the Paying Agent, to the extent that there is failure in the
subsequent payment to the Bondhalders under the Conditions; and

* inany case where payment of the whole or any part of the principal amount due in respect of any
Bond is improperly withheld or refused upon due presentation of a Mudaraba Bond Certificate,
penalty shall accrue at applicable rate of 2.00 % p.a. for the Bond on the whole or such part of such
principal amount from the date of such withholding or refusal until the date either on which such
principal amount due is paid to the Bondholders or, if earlier, the seventh day after which notice is
given to the Bondholders in accordance with the Conditions that the full amount payable in respect

of the said principal amount is available for collection by the Bondholders provided that on further

due presentation thereof such payment is in fact made.

The Trustee will hold the benefit of thic covenant and the covenants in Clause 11.3 (Covenant to comply
with Trust Deed, Conditions, Schedules, and Agency Agreement) and Clause 11.4 {Covenants by the Issuer)
on trust for the Bondholders,

Covenant to comply with Trust Deed, conditions, Schedules, Agency Agreement and applicable law

The Issuer hereby covenants with the Trustee to comply with, perform and observe all those provisions
of the Trust Deed, the Agency Agreement, the Conditions (including, without limitation, Condition 5
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(Covenants)) and the other Schedules which are expressed to be binding on it and to perform and observe
the same. The Bonds are subject to the provisions contained in the Trust Deed, all of which shall be binding
upon the Issuer and the Bondholders and all persons claiming through or under them respectively. The
Bondholders and all persons claiming under or through them respectively will also be entitled to the
benefit of, and will be bound by, the Trust Deed and the other Bond Documents and will be deemed to
have notice of all of the provisions of the Bond Documents applicable to them.

The Issuer hereby covenants with the Trustee to comply with, perform and observe all those provisions
of the applicable law including but is not limited to The Securities and Exchange Commission (Private
Placement of Debt Securities) Rules 2021, The Issuer agrees that Bondholders and all persons claiming
under or through them respectively will also be entitled to the benefit of, and will be bound by, the
applicable law and will be deemed to have notice of all of the provisions of the applicable law applicable
to them,

The Trustee shall itself be entitled to enforce the obligations of the Issuer under the Bonds and the
Conditions and the applicable law as if the same were set out and contained in the Trust Deed which shall
be read and construed as one document with the Bonds.

Covenants by the Issuer
The Issuer hereby covenants with the Trustee that, so long as any of the Bonds remain outstanding, it will:
Books of account

At all times keep and procure that all its Subsidiaries keep such books of account as may be necessary to
comply with all applicable laws and so as to enable the financial statements of the Issuer to be prepared
and allow, subject to confidentiality obligations under applicable law, the Trustee and any person
appointed by it free access to the same at all reasonable times and to discuss the same with responsible
officers of the Issuer;

Event of Default

Give notice in writing to the Trustee farthwith upon becoming aware of any Event of Default and without
waiting for the Trustee to take any further action;

Corporate Governance

Comply (and shall ensure that each member of the Group will) in all material respects with the corporate
governance guidelines set out by the Bangladesh Bank and the Bangladesh Securities and Exchange
Commission,.

Information

So far as permitted by applicable law, at all times give to the Trustee such information, opinions,
certificates and other evidence as it shall require and, in such form, as it shall require in relation to Issuer
for the performance of its obligations under the Bond Documents;

Execution of further Documents

22
B*u%ﬂﬁﬂ.?p?ﬁmﬁifoﬁi@{ig‘ Mdl. Mahmudur Rahman Fafman R. Chowdhury
F:I::}al Administration L:-Msaun] Dﬂpgvrkiinagié\gcgtrggur & Managing Director & |rl EO
-Arafah Islami imi ompan I-Arafah |slami Bank Ltd
r;ﬂﬁ;;g?ﬂ?;?g::kgmnn Al-Arafah Islami Bank Lid. Al-Aratal Islam| ank

Head Office, Dhaka.

AliFCA
Investment Limited

Khandoker Raihan
MD & CEo (cc)
Prime Bank



Jratt intormation Meamoran

AlBL Mudaraba Perpetual Bond of BOT 5,000 Milllan

So far as permitted by applicable law, at all times execute all such further documents and do all such
further acts and things as may be necessary at any time or times in the opinion of the Trustee to give
effect to the provisions of the Trust Deed:

Notices to Bondholders

Send or procure to be sent to the Trustee not less than 5 (five) business days prior to the date of
publication, one copy of each notice to be given to the Bondholders in accordance with the Conditions

and, upon publication, send to the Trustee two copies of such notice:

Notification of non-payment

Notify the Trustee forthwith in the event that it does not, on or before the due date for payment in respect
of the Bonds or any of them, pay unconditionally the full amount in the relevant currency of the moneys
payable on such due date on all such Bonds;

Notification of late payment

In the event of the unconditional payment to the Trustee of any sum due in respect of the Bonds or any
of them being made after the due date for payment thereof, forthwith give notice to the Bondholders

that such payment has been made;
Notification of Call Exercise Date

Not less than 30 (thirty) days prior to the Call Exercise Date in respect of any Bond, give to the Trustee
notice in writing of the amount of such redemption or purchase pursuant to the Conditions and duly
proceed to redeem or purchase such Bonds accordingly;

Obligations of Agents:

Observe and comply with its obligations and use all reasonable endeavors to procure that the Agents
observe and comply with all their obligations under the Agency Agreement; maintain the Register; and
notify the Trustee immediately it becomes aware of any material breach of such obligations, or failure by
any Agent to comply with such obligations, in relation to the Bonds:

Authorized Signatories

Upon the execution hereof and thereafter forthwith upon any change of the same, deliver to the Trustee
a list of the Authorized Signatories of the Issuer, together with certified specimen signatures of the same;

and

Payments

Pay moneys payable by it to the Trustee hereunder without set off, counterclaim, deduction or
withholding, unless otherwise compelled by laws of the land.
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8. Rights and Obligations of the Trustee:

Trustee's Rights

Applicable Law: Notwithstanding anything contained in the Trust Deed the Trustee shall have all such
rights and powers granted to it under the applicable law including but is not limited to The Securities and
Exchange Commission (Private Placement of Debt Securities) Rules 2021 together with all its amendment,
modification or ratification thereof,

Advice: The Trustee may in relation to the Trust Deed act on the opinion or advice of or a certificate or
any information obtained from any lawyer, banker, valuer, surveyor, broker, auctioneer, accountant or
other expert (whether obtained by the Trustee, the Issuer, or any Subsidiary) and which advice or opinion
may be provided on such terms (including as to limitations on liability) as the Trustee may consider in its
sole discretion to be consistent with prevailing market practice with regard to advice or opinions of that
nature and shall not be responsible for any Liability occasioned by so acting; any such opinion, advice,
certificate or information may be sent or obtained by letter, telegram, telex, cablegram or facsimile
transmission. However, the trustee should also perform the standard due diligence process in case of
receipt of any advice, whatever means the communication form either print or electronic, in relation to
the issuance of the bond;

Resolution or direction of Bondholders: the Trustee shall not be responsible for acting upon any
resolution purporting to be a Written Resolution or to have been passed at any meeting of the
Bondholders in respect whereof minutes have been made and signed or a direction of a specified
percentage of Bondholders, even though it may subsequently be found that there was some defect in the
constitution of the meeting or the passing of the resolution or the making of the directions or that for any
reason the resolution purporting to be a Written Resolution or to have been passed at any Meeting or the
making of the directions was not valid or binding upon the Bondholders;

Trustee not responsible for investigations: save as otherwise provided by applicable law, the Trustee shall
not be responsible for, or for investigating any matter which is the subject of, any recital, statement,
representation, warranty or covenant of any person contained in the Trust Deed, the Bonds, or any other
agreement or document relating to the transactions herein or therein contemplated or for the execution,
legality, effectiveness, adequacy, genuineness, validity, enforceability or admissibility in evidence thereof:

Entry on the Register: the Trustee shall not be liable ta the Issuer or any Bondholder by reason of having
accepted as valid or not having rejected any entry on the Register later found to be forged or not authentic
and can assume for all purposes in relation hereto that any entry on the Register is correct;

Event of Default
At any time after any Event of Default shall have occurred, the Trustee may:

by notice in writing to the Issuer, the Paying Agent and the other Agents, require the Paying Agent and
the other Agents or any of them, until notified by the Trustee to the contrary:

to act thereafter as agents of the Trustee under the provisions of the Trust Deed on the terms provided
in the Agency Agreement (with consequential amendments as necessary and save that the Trustee's
liability under any provisions thereof for the indemnification, remuneration and payment of out of pocket
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expenses of the Agents shall be limited to amounts for the time being held by the Trustee on the trusts of
the Trust Deed in relation to the Bonds on the terms of the Trust Deed and available to the Trustee for
such purpese) and thereafter to hold all Mudaraba Bond Certificates and all sums, documents and records
held by them in respect of Bonds on behalf of the Trustee; and/or

to deliver up all Mudaraba Bond Certificates and all sums, documents and records held by them in respect
of Bonds to the Trustee or as the Trustee shall direct in such notice provided that such notice shall be
deemed not to apply to any document or record which the relevant Agent is obliged not to release by any

law or regulation; and

by notice in writing to the Issuer, require it to make all subsequent payments in respect of Bonds to or to
the order of the Trustee and with effect from the issue of any such notice until such notice is withdrawn,
sub-clause 11.1.1 of Clause 11.1 (Covenant to Repay) and (so far as it concerns payments by the Issuer)
Clause 18.2 (Payment to Bondholders) shall cease to have effect.

Right to Deduct or Withhold: notwithstanding anything contained in the Trust Deed, to the extent
required by any applicable law, if the Trustee is or will be required to make any deduction or withholding
from any distribution or payment made by it hereunder or if the Trustee is or will be otherwise charged
to, or is or may become liable to, tax as a conseguence of performing its duties hereunder whether as
principal, agent or otherwise, and whether by reason of any assessment, prospective assessment or other
imposition of liability to taxation of whatsoever nature and whenever made upon the Trustee, and
whether in connection with or arising from any sums received or distributed by it or to which it may be
entitled under the Trust Deed (other than in connection with its remuneration as provided for herein) or
any investments or depesits from time to time representing the same, including any income or gains
arising therefrom or any action of the Trustee in connection with the trusts of the Trust Deed (other than
the remuneration herein specified) or otherwise, then the Trustee shall act to make such deduction or

withholding as per the prevailing laws of the land.

Liability: Under no circumstance will the Trustee be liable for any special, indirect, punitive or

consequential loss or damage of any kind whatsoever (including but not limited to loss of business,
goodwill, opportunity or profit), whether or not foreseeable, even if the Trustee has been advised of such
loss or damage and regardless of whether the claim for loss or damage is made in negligence, for breach

of contract or otherwise. This Clause shall survive the termination or expiry of the Trust Deed or the

removal or termination of the Trustee,
its obligations

Force Majeure: The Trustee shall not be liable for any failure or delay in the performance of
uch Trustee's

under the Trust Deed or any other Bond Document because of circumstances beyond s
control, including, without limitation, acts of God, flood, war (whether declared or undeclared), terrarism,
fire, riot, embargo, labor disputes, any laws, ordinances, regulations or the like which restrict or prohibit
the performance of the obligations contemplated by the Trust Deed or any other Bond Document, inability
to obtain or the failure of equipment, or interruption of communications or computer facilities, and ather
causes beyond such Trustee's control whether or not of the same class or kind as specifically named

above.

Immunities: The Trustee's immunities and protections from liability and its right to indemnification in
connection with the performance of its duties under the Trust Deed shall extend to the Trustee's officers,
directors and employees. Such immunities and protections and right to indemnification, together with
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the Trustee's right to compensation, shall survive the Trustee's resignation or removal, the defeasance ar
discharge of the Trust Deed and final payment of the Bonds.

Professional charges: any trustee being a banker, lawyer, broker or other person engaged in any
profession or business shall be entitled to charge and be paid all usual professional and other charges for
business transacted and acts done by him or his partner or firm on matters arising in connection with the
trusts of the Trust Deed and also his properly incurred charges in addition to disbursements for all other
work and business done and all time spent by him or his partner or firm on matters arising in connection
with the Trust Deed, in each case as agreed pursuant to the Fee Letter {including matters which might or
should have been attended to in person by a trustee not being a banker, lawyer, broker or other
professional person). In this connection prior approval from the Issuer should be obtained by the Trustee,

Expenditure by the Trustee: nothing contained in the Trust Deed shall require the Trustee to expend or
risk its own funds or otherwise incur any financial liability in the performance of its duties or the exercise
of any right, power, authority or discretion hereunder if it has grounds for believing the repayment of
such funds or adequate indemnity against, or security for, such risk or liability is not reasonably assured
to it, subject to prior approval from the Issuer; and

Restriction on financial transactions with the Issuer: The Trustee and its directors and officers shall be
precluded from making any contracts or entering into any transactions (“Other Business) with the Issuer
which would place its fiduciary duties towards the Bondholders in conflict with its rights and obligations
in such Other Business.

Trustee Liability: The Trustee shall not be liable to any person for any matter or thing done or omitted in
any way in connection with or in relation to the Trust Deed or the Bonds save in relation to its own gross
negligence, wilful default or fraud.

Right to Sue: The Trustee may sue and may be sued on behalf of the Bond holders.
Trustee's powers and duties

Applicable Law: Notwithstanding anything contained in the Trust Deed the Trustee shall have all such
responsibility as set out in the applicable law including but is not limited to The Securities and Exchange
Commission (Private Placement of Debt Securities) Rules 2021.

Act for Bondholders: Subject to applicable law and terms and conditions of the Trust Deed the Trustee
shall act on behalf and for the exclusive interest of the Bondhaolders;

Monitoring: Trustee shall ensure that Issuer is observing the applicable law for the Bonds and the terms
and conditions of the Bond Documents. As soon as the Trustee is aware of any breach by the Issuer it shall
immediately inform the Bondholders and the Issuer of such breach;

Report to BSEC: Trustee shall submit an annual compliance report to the BSEC on the activities of the
Issuer including repayment of dues to the Bondholders. When Trustee shall submit such report to the
BSEC it shall provide copy to the Issuer and the Bondholders. However, in case of any non-compliance of
the Issuer, the trustee shall first provide a copy of the report to the Issuer with details of such non-
compliance and then submit to the BSEC:
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Notification of call or repayment: immediately upon receipt of notice from the Issuer regarding a Call
Exercise Date in respect of any Bond, give to the respective Bondholders notice in writing of the amount
of such redemption or purchase by the Issuer pursuant to the Conditions;

Grievances of the Bondholders: Upon receipt of a complaint from the Bondholders Trustee shall take
necessary steps for redress of grievances of the Bondholders within one month of the date of receipt of
the complaints and he shall keep the BSEC and the Issuer informed about the number, nature and other
particulars of the complaints received and the manner in which such complaints have been redressed;

Trustee's determination The Trustee may determine whether or not a default in the perfarmance or
observance by the Issuer of any obligation under the provisions of the Trust Deed or contained in the
Bonds is capable of remedy and if the Trustee shall certify that any such default is, in its opinion, not
capable of remedy, such certificate shall be conclusive and binding upon the Issuer and the Bondholders;

Determination of questions: the Trustee as between itself and the Bondholders shall have full power to
determine all questions and doubts arising in relation to any of the provisions of the Trust Deed and every
such determination, whether made upon a question actually raised or implied in the acts or proceedings
of the Trustee, shall be conclusive and shall bind the Trustee and the Bondholders;

Trustee's discretion: the Trustee shall (save as expressly otherwise provided herein) as regards all the
trusts, powers, authorities and discretions vested in it by the Trust Deed ar by operation of law, have
absolute and uncentrolled discretion as to the exercise or non-exercise thereof but whenever the Trustee
is under the provisions of the Trust Deed bound to act at the request or direction of the Bondholders, the
Trustee shall nevertheless not be so bound unless first indemnified and/or provided with security to its
satisfaction against all actions, proceedings, claims and demands to which it may render itself liable and
all costs, charges, damages, expenses and liabilities which it may incur by so doing;

Trustee's consent: any consent given by the Trustee for the purposes of the Trust Deed may be given on
such terms and subject to such conditions (if any) as the Trustee may require;

Application of proceeds: the Trustee shall not be responsible for the receipt or application by the Issuer
of the proceeds of the issue of the Bonds or the delivery of any Mudaraba Bond Certificates to the

Bondholders;

Error of judgment: the Trustee shall not be liable for any error of judgment made in good faith by any
officer or employee of the Trustee assigned by the Trustee to administer its corporate trust matters;

Agents: Subject to the provisions of the Trust Act 1882 and The Securities and Exchange Commission
(Private Placement of Debt Securities) Rules 2021, the Trustee may, in the conduct of the trusts of the
Trust Deed instead of acting personally, employ and pay an agent on any terms, whether or not a lawyer
or other professional person, to transact or conduct, or concur in transacting or conducting, any business
and to do or concur in doing all acts required to be done by the Trustee (including the receipt and payment
of money) with the consent of Issuer and the Trustee shall be responsible for any loss, liability, expense,
demand, cost, claim or proceedings incurred by reason of the misconduct, omission or default on the part
of any person appointed by it hereunder or be bound to supervise the proceedings or acts of any such
persoh provided that the Trustee had exercised reasonable care in the appointment of such person;
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Confidential information: the Trustee shall not (unless required by law or ordered so to do by a court of
competent jurisdiction) be required to disclose to any Bondholder confidential information or other
information made available to the Trustee by the Issuer in connection with the Trust Deed and no
Bondholder shall be entitled to take any action to obtain from the Trustee any such information.

Determination of Profit Rate: the Trustee shall determine Applicable Profit Rate in accordance with
Condition of the Bond.,

Exercise of Discretion

Notwithstanding anything in the Trust Deed to the contrary, the Trustee shall not be obliged to exercise
or consider exercising any discretion or consider making or make any determination (including, without
limitation, any determination as to whether any fact or circumstance or activity or thing is material or
substantial or complies with some such similar quantitative standard) or to consider taking or take any
action whatsoever in connection with or under or pursuant to the Bonds unless directed to do so by the
holders of not less than 662/3percent in principal amount of the Bonds then outstanding or if so directed
by an Extraordinary Resolution of Boendholders,

The Trustee will be responsible for any loss, expense, damage, claim, cost, charge or liability which may
be suffered as a result of any exercise or non-exercise of a discretion or the making or failure to make any
determination or the taking or failure to take any action by the Trustee, acting on the directions of the
Bondholders as aforesaid or pending the provision of such a direction.

9. Rights and Obligations of the Eligible Investors (Bondholders):

Each investor (Bondholder) shall enter into a separate Subscription Agreement with the Issuer and shall
be bound by the terms and conditions contained in such Subscription Agreement containing in details the
rights and obligations of the investors, and which shall be an integral part of the Trust Deed,

The rights of the Bondholder are several and any debt or other obligation arising under the Subscription
Agreement at any time from the Issuer to any other Bondholder(s) shall be a separate and independent
debt, Each Bondholder will be entitled to protect and enforce its individual rights independently of any
other Bondholder and it shall not be necessary for any other Bondholder(s) to be joined as an additional
party in proceedings for such purpase.

Each Bondholder has the right to demand information from the Issuer as set out in the Trust Deed and
the Condition attached in Schedule 1 Part B (Terms and Conditions of the Bonds).

Each Bondholder has the right to receive profit on the Bond on the Profit Payment Date as set out in the
Condition attached in Schedule 1 Part B (Terms and Conditions of the Bonds).

Each Bondholder has the right to attend meeting of the Bondhelders and vote therein in accordance with
Condition 12 (Meetings of Bondhelders, Modification, Waiver and Substitution).
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The Issuer shall fully indemnify the Bondholder(s) from and against any expense, loss, damage or liability
which any of them may incur as per provisions of the Trust Deed in connection with the enforcement,
protection or preservation of any right or claim of the Bondholders under the Transaction Documents.

10. Rights and Obligations of the Issue Manager(s):

The ISSUE MANAGERS jointly warrant and represent to ISSUER that-

The ISSUE MANAGERS are valid and legally constituted companies and have obtained all necessary and
requisite licenses, approvals, and permits (as the case may be) from the Bangladesh Securities and
Exchange Commission (BSEC) and any other authorities/agencies cancerned to carry on the business as
Manager to Issue with regard to the Issue Management.

The ISSUE MANAGERS will provide all the Services in accordance with the requirement of the law,
especially in strict compliance to the Bangladesh Securities and Exchange laws, regulations, notifications,
and directions issued from time to time prior to and on the date of the PUBLIC OFFER, the Companies Act,
the Listing Rules, etc.

The ISSUE MANAGERS shall issue a Due Diligence Certificate in favor of ISSUER to execute PUBLIC OFFER
in compliance with the “Bangladesh Securities and Exchange Commission (Debt Securities) Rules, 2021”
only upon the ISSUE MANAGER's satisfaction on independent verification of different papers, reports,
documents and other materfal facts and disclosures to evaluate authenticity and integrity of the Company
through several discussions with the officials and Directors of ISSUER.

The ISSUE MANAGERS will take all possible precautions, care and exert the best of its expertise, skills, and
services for the PUBLIC OFFER.

The ISSUE MANAGERS shall keep a record for the next 5 (five) years after PUBLIC OFFER approval for any & B
inspection or queries by the Commission as per the guideline of “Bangladesh Securities and Exchange E"g...
Commission (Debt Securities) Rules, 2021", i E%g
= g -
e
The ISSUE MANAGERS shall have the power to engage/appoint any co-lssue Manager without any g 5
additional cost burden and with the written consent of ISSUER, E5k
“wEkE
b M
The ISSUE MANAGERS shall ensure its competence for approval but extent any guarantee from the ﬁg 8
2

regulator which is beyond its control,
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11. Rights and Obligations of the Underwriter:

As per guideline of Bangladesh Securities and Exchanges Commission (Debt Securities) Rules, 2021 at least
twenty percent (20%) of the public issue of any securities made under these rules have to be underwritten
on a firm commitment basis by the underwriter(s) i.e. BDT 100,000,000/- (BDT 10 Crore only) shall have
to be underwritten on a firm commitment basis by the underwriters, subject to the terms stated below:

* The underwriter may also use best efforts for selling securities to any institutional investor  or

eligible investor;

* The unsubscribed portion of securities up to the commitment shall be subscribed by the
underwriter itself or selling of any portion of unsubscribed securities to any institutional investor
or eligible investor under best efforts to fulfil the commitment;

® The IPO shall stand cancelled in case of under-subscription above fifty percent (50%).

12. Description of the Issuer: Al Arafah Islami Bank Limited:

Al- Arafah Islami Bank Limited was (hereafter referred as “AIBL” or “the company”) incorporated in
Bangladesh as a public limited company in 1995 to carry on private banking business. The authorized
capital of the bank is BDT TK. 15,000,000,000 and the paid-up capital is BDT Tk. 10,649,021,850 as on
December 31, 2020. It has achieved a continuous profit and declared a good dividend over the years, High
quality customer service through the integration of modern technology and new products is the tool of
the bank to achieve success. The bank has a diverse array of carefully tailored products and services to
satisfy customer needs. The bank is committed to contribute significantly to the national economy.

Vision: .
To be a pioneer in Islamic Banking in Bangladesh and contribute significantly to the growth of the national

economy,
Mission:

Achieving the satisfaction of Almighty Allah both here and hereafter.
* Proliferation of Shariah Based Banking Practices.
* Rendering guality financial services by leveraging latest technology.
* Fast and efficient customer service.
* Maintaining high standard of business ethics,
* Balanced grawth,

4 (o)
Prime Bank Investment Limited

= Steady and competitive return on shareholders’ equity. é
= Innovative banking at a competitive price, = :;J
*  Attract and retain quality human resources.
s Extending competitive compensation packages to the employees.
* Firm commitment to the growth of national economy. Eé
x o (=
* Invelving more in Micro and SME financing. - B
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Commitments:

* Oursis a customer focused modern Islamic Banking with sound and steady growth in both deposit
mobilization and making quality Investment to keep our position intact as a leading Islami Bank in

Bangladesh,

* To deliver financial services with the touch of our heart to retail, small and medium scale
enterprises, as well as corporate clients through our branches across the country.
* To always align our business initiatives with the ever changing industrial and business needs of

the clients.
* Todeliver product and services that creates value for the customers,
* To conduct our business within well-defined risk tolerance level,

12.1

Capital Structure of Al-Arafah Islami Bank Limited:
Al Arafah Islami Bank Ltd., the Issuer of the AIBL Perpetual bonds, is a Shariah com pliant islamic bank and

like other islamic banks its capital structure comprises shareholder's equity, deposits and other liabilities.

* Authorized Capital:
* Paid-up Capital:

BDT 15,000,000,000
BDT 10,649,021,850

Liabilities and Capital

Barickits As on 31st December, 2020
% of Total Asset
LIABILITIES
Placement from other Banks & Financial Institutions 24,000,477,831 5.74
Depaosits and Other Accounts
Hudaraba Savings Deposits 54,879,126,373 13.12
Mudaraba Term Deposits 164,009,495,781 39.21
Other Mudaraba Deposits 66,743,970,036 15.96
Al-Wadeeah Current & Other Deposit Accounts 37,331,437,580 8.92
Bills Payable 3,059,381,492 0.73
326,023,411,262 77.94
Mudaraba Subordinated Bond 11,200,000,000 2.68
Other Liabilities 31,485,714,465 753
Deferred Tax Liabilities/ (Assets) 133,204,157 0.03
Total Liabilities - 392,842 807,715 93.91
Capital/Shareholders' Equity
Paid-up Capital 10,649,021,850 Z2.55
Statutory Reserve 10,334,627,824 2.47
Revaluation Reserve 1,084,326,967 0.26
Retained Earnings 1,732,137,218 0.41
Total Capital/Shareholders' Equity _____23,800,113,859 5.69
Nen-controlling Interest 1,655,730,853 0.40

MUHAMME ADIM FCA

OMD & Chief Financial Offiger (CFO)

Financlal Administration Division
Al-Arafah Islami Bank Limitad

Head Office, Dha
Head Office. Bhaka
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25,455,844,712 6.09 |

Total Equity
Total Liabilities & Capital/Shareholders' Equity —.418,298,652,427 100 l
Shareholding Structure:
2020 2019

Description

No. of Shares No. of Shares
Sponsors / Promoters 445,921,227 442,370,858
Institution 233,005,304 252,897,318
General Public 385,975,654 369,634,009
Total 1,064,902,185 1,064,502,185

Minimum Capital Requirement Capital adequacy Ratio:

Particulars 2020 2019
Tire | (Core Capital) 22,159,131,192 21,066,676,076
Tier Il (Supplementary Capital) 14922600001 9,735,777,000
Total Eligible Capital 37,081,731,193 30,802,453,076
Total Risk Weighted Asset 242 083,778,518 221,854,124,080
Capital to Risk-weighted Asset 15.32% 13.28%
Ratio (CRAR)
Core Capital to RWA 9.15% 9.50%
Supplementary Capital To RWA 6.16% 4.39%

12.2 Business of Al-Arafah Islami Bank Limited:

Al-Arafah Islami Bank Limited was established in 1995 under the Companies Act, 1994 as a Banking
Company with Limited Liability by shares. It is an interest free Shariah Bank of Bangladesh rendering all
types of commercial banking services under the regulation of Bank Com pany Act, 1991. The Bank conducts
its business on the principles of Musharaka, Bai-Murabaha, Bai-Muazzal and Hire Purchase transactions
approved by Bangladesh Bank. Naturally, its modes and operations are su bstantially different from those
of other conventional commercial banks. There is a Shariah Supervisory Committee in the bank who
maintains constant vigilance to ensure that the activities of the bank are being conducted on the percepts
of Islam. The Shariah Supervisory Committee consists of prominent Ulema, reputed Bankers, renowned
Lawyers and eminent Economists. The Bank went for public issue of share in the year 1998 and its share
are listed with Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE). Presently, the bank has
182 Branches and 2 (two) Subsidiary Companies.

The principle activities of the Bank are to provide a comprehensive range of financial services including
commercial banking, consumer banking, trade finance and other related custody and clearing services to
the customers following the provisions of Bank Company Act, 1991, Bangladesh Bank’s directives and the
principles of Islamic Shariah.
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Subsidiaries of the Bank:

Al-Arafah Islami Bank Ltd has two subsidiary companies. The financial statements of these subsidiary
companies are included in the consolidated financial statements according ta IFRS-10.

AIBL Capital Market Services Limited:

Al-Arafah Islami Bank Ltd. owned 60.50% shares of AIBL Capital Market Services Ltd. a subsidiary company
of Al-Arafah Islami Bank Limited. AIBL Capital Market Services Ltd. incorporated in Bangladesh on 20
September 2010 as a Public Limited Company. The principal activities of subsidiary company are to
provide quality services to the prospective institutional and individual investors in the capital market. The
main activities and functions of the company include;

®* Share trading in Dhaka Stock Market and Chittagong Stock Market,
"  Provide Margin facilities to the client.
* Full-service depository participant of Central Depository of Bangladesh Ltd.

AIBL Capital Management Limited:

Al-Arafah Islami Bank Ltd. owned 98% shares of AIBL Capital Management Limited a subsidiary company
of Al-Arafah Islami Bank Limited AIBL Capital Management Limited has been incorporated under the
company’s act (Act XVIll) of 1994 as a Private Limited Company by share on 25th October 2011, The
company was entitled to commence the business also from 25th October 2011 with a view to run and
manage the operations of Merchant Banking Services with an authorized Capital of BDT 2 billion and paid
up capital of BDT 500 million. It aims to be one of the leading Merchant Banks of the country by rendering
quality Merchant Banking Services with a high level of professional expertise and integrity.

12.3 Board of Directors of Al-Arafah Islami Bank Limited:

Alhajj Md. Enayat Ullah Vice Chairman, Executive Committee

SiNg Name of the Board Member Deasignation é_l ?i
1. Alhajj Abdus Samad Chairman, Board of Directors & 2F
2. Alhajj Mohammad Abdus Salam Vice Chairman, Board of Directors @ EF S
3.  Alhajj Nazmul Ahsan Khaled Directar % 5 g g
4 Alhajj Abdul Malek Mollah Director 2.5 g
3
6

Ib. Badiur Rahman Chairman, Risk Management Committee

7. Alhajj Ahamedul Hoque Director ﬁ g g

8. Alhajj Abu Naser Md. Yeahea Director

9. Alhajj Niaz Ahmed Director

10. 'Alhajj'Maharhmed Emadur Rahman Director

11.  Alhajj Engr. Khandaker Mesbah Uddin Director

12, Alhali Mohammed Haroon Director 5

13.  Alhajj Liakat All Chowdhury Director |+ E
14, Alhajj Salim Rahman Chairman, Executive Committee é’ b |
15.  Alhajj Md. Anowar Hassain Directar 5
16.  Alhajj Md. Harun-Ar-Rasid Khan Naminee Director G‘E
17.  Jb. Md. Rafiqul Islam Directar e

18. | Alhajj Md. Amir Uddin PPM Independent Director
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19. b, M. Kamal Uddin Chowdhury Independent Director
20, | Ib. Mahbubul Alam Independent Director & Chairman, Board
) i Audit Committee
21,  Farman R Chowdhury Managing Director
Company Secretary
5. No. Name Designation
1. Md. Mahmudur Rahman DMD & Company Secretary

Executive Committee:

Name Designation
1  Alhajj Salim Rahman Chairman
2  Hafez Alhaji Md. Enayet Ullah Vice Chairman
3. _ Alhaj] Aby Naser Mohammad Yeahea Member
4. Alhajj Mohammad Abdus Samad Member
5.  Alhajj Liakat Ali Chowdhury Member
6. Alhajj Md. Anowar Hossain Member
7. Alhajj Md. Harun-Ar-Rashid Khan : Member
Board Audit Committee:
S No. Name Designation
1. Ib. Mahbubul Alam Chairman
2 ~ Alhajj Nazmul Ahsan Khaled Member
3. ~ Alhajj Abdul Malek Mollah Member
4. Alhajj Niaz Ahmed Member
5 Ib. Md. Amir Uddin PPM g Member
[
Risk Management Committee: _S'- 5?5
TAE
Designation g f
1. Jb. Badiur Rahman Chairman # 285 &
2. - Alhajj Ahmedul Hoque Member ,5_2 a.E.
3. Alhajj Engr. Khandekar Mesbah Uddin Ahmed Member g 5 g
4. Ib. Md. Rafiqul Islam Member =
i 4b. M Kamal Uddin Chowdhury Member < é’ g
Shariah Supervisory Committee:
Designation é g
D ‘Mufti Sayeed Ahmad Muzaddedi Chalrman s b=
2. | Mufti Muinul Islam Member
3, Mufti Shahed Rahmani _ Member [ gg
4. | Mawlana Mohammad Abdul Hai Nadvi Member S
5. . Mohammad Abdul Hassain Al- Azhari  Member § & E
6 | Alhajj AZM Shamsul Alam N Member éE
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7. Al-Hajj Abdus Samad ' Member (By Holding of Position)
8. Md. Abdur Rahim Khan Secretary

12.4 Management of Al Arafah Islami Bank Limited:

Management Team:

Farman R Chowdhury
Managing Director

Farman R Chowdhury has joined Al-Arafah Islami Bank Limited, one of the largest Shariah-based Bank of
the country as Managing Director & CEQ. Prior to his joining, he was the managing director & CEO of
Shahjalal Islami Bank Limited and ONE Bank Limited and served there for 5 years and 6 years respectively.

Chowdhury started his banking career in October 1986 as a management trainee in American Express
Bank and served there for 12 years in various capacities. Later, he joined ONE Bank Ltd in July 1999 as its
first branch manager and served there up to July 2013 including holding the position of managing director
for six years. He carries with him vast experience in banking operation especially in credit and marketing
functions. He received trainings in Banking and Finance at home and abroad and attended many seminars,
workshops and symposiums relating to Banking and Finance. Farman R Chowdhury holds MBA degree
from IBA of the University of Dhaka.

Shahab Uddin Mohd. Jaffar
Deputy Managing Director

Shahab Uddin Mohd, Jaffar started his Banking career in Arab Bangladesh Bank Limited as Trainee Officer
(on Probation) in 1985 and served in different capacities at Branches and Head Offices of different Banks

and Fls. He joined in Al-Arafah Islami Bank Limited on 17.01.2016 as Deputy Managing Director. Lo
oF &

Shabbir Ahmed =-_:;§B =
Deputy Managing Director ﬂg g

(-]

g [}
Mr, Shabbir Ahmed started his banking career in 1989 as a Probationary Officer in Bank of Small Industries = £ é:
and Commerce Bangladesh Ltd. (BASIC). Later on, he worked in important positions at IFIC Bank Ltd.,, ‘51' ‘g o
Dutch-Bangla Bank Ltd., American Express Bank Ltd., The City Bank Ltd. and National Housing Finance & Eé: 0
Investments Ltd, 55

He carries with him vast experience in banking operation especially in credit and marketing functions. He
received trainings in Banking and Finance at home and abroad and attended many seminars, workshops
and symposiums relating to Banking and Finance.Mr. Shabbir Ahmed holds M.5.5. and B.S.S. Degree from S
the Department of Economics of University of Dhaka. . 5
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Md. Shafiqur Rahman
Deputy Managing Director

Mr. Shafiqur Rahman started his banking career by joining as Probationary Officer in Islami Bank
Bangladesh Limited. In the span of his spectacular banking career, Md. Shafiqur Rahman was Manager of
Sadarghat Branch, Farmgate Branch & Local Office of the bank. He also was the Head of Sylhet Zone,
Dhaka Zone, ICT Wing & International Banking Wing of his previous organization.

He received training in Banking and Finance at home and abroad and attended many seminars,
workshops, and symposiums during his career. He traveled Germany, Singapore, Malaysia, Hong Kong,
China & India for professional purpose. He was awarded by the bank several times for his outstanding
performance on Deposit Mobilization, Investment Recovery, and International Banking Operations during
his career. He also achieved professional degrees of DAIBB and Diploma in Islamic Banking.

Md. Shafiqur Rahman has joined at Al-Arafah Islami Bank Limited as Deputy Managing Director on 16 April
2019.

Syed Masodul Bari
Deputy Managing Director

Syed Masodul Bari has recently been promoted to deputy managing director (DMD) of Al-Arafah lslami
Bank Ltd. Prior to the promotion he has been serving as Senior Executive Vice President and Chief
Technology Officer of the bank,

Mr. Bari started his banking career with Sonali Bank Limited as a Probationary Officer and later he joined
AIBL on lune 2000. In his 25 year banking career, he led AIBL to launch online banking services with the
help of fully domestic technology. He post-graduated in Computer Science and completed MBA major in
Finance. Mr. Bari has completed professional certificate courses from Oracle CISCO & IBM and
participated so many training programs in home and abroad. He is the founder general secretary of CTO
Forum and is currently the Vice President.

Md. Mahmudur Rahman
Deputy Managing Director

Md. Mahmudur Rahman has recently been promoted to deputy managing director (DMD) of Al-Arafah
Islami Bank Ltd. Prior to the promotion he has been serving as Senior Executive Vice President and
Company Secretary of the bank,

Mr. Rahman was borh in noble Muslim family in Mehari under Kosba upazila of Bramhanbaria. He
obtained his graduate and post graduate degrees from Department of Political Science of Dhaka
University, He started banking career in 1988 by joining Grameen Bank. He joined AIBL in 19989 and served
the bank as Company Secretary from 2001 to 2004. He joined First Security Isimai Bank in 2006 and
waorked in various important positions of the bank till October 2017. He joined as Company Secretary again
in AIBL on November 2017. Mr. Rahman received training in Banking and Finance and attended many lacal
and international conferences, seminars, trainings & business development programs in different
countries viz. Hong Kong and Bahrain, He is specially trained in Islamic banking and micro investment
activities.
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Muhammed Nadim FCA
Deputy Managing Director

Mohammed Nadim has recently been promoted to deputy managing director (DMD) of Al-Arafah Islami
Bank Ltd. Prior to the promotion Mohammed NaOim has been serving as Senior Executive Vice President
and Chief Financial Officer (CDO).

Muhamme0 Nadim started his banking carrier with Al-Arafah Islami Bank Ltd as CDO in 2004. He ohtained
Chartered Accountant degree in 2003 from The Institute of Chartered Accountants of Bangladesh {ICAB)
with article-ship from Rahman Rahman Huq Chartered Accountants. Muhammed Nadim. FCC obtained
his graduate and postgraduate degree from the Department of Accounting of Dhaka University. Along
with professional knowledge he has sound banking knowledge which is enriched by many local and
international conferences seminars. and training.

Abed Ahmed Khan
Deputy Managing Director

Abed Ahmed Khan has recently been promoted to deputy managing director (DMD) of Al-Arafah Islami
Bank Ltd. Prior to the promotion Abed Ahmed Khan has been serving as Senior Executive Vice President
and Head of Agent Banking Division,

Abed Ahmed Khan started his banking career in 1988 by joining Grameen Bank as a probationary officer,
He joined Al- Arafah Islami Bank in February 2001. He held an important position in various departments
including Human Resources Division Investment Division especially in SME investment. He played a special
role in the beginning of Agent Banking activities in the bank in 2015 and since then he has been working
as the head of the division. He obtained his postgraduate degree from the Department of Sociclogy of
Chattogram University. Abed Ahmed than received training in Banking and Finance and attended many
local and international conferences, seminars training 8 business development programs and visited India,
Malaysia, Thailand. Dubai. and Myanmar.

Md. Abdullah Al Mamun
Deputy Managing Director

Abdullah Al Mamun has recently been promoted to deputy managing director (DMD) of Al-Arafah Islami
Bank Ltd. Prior to the promotion Md, Abdullah Al Mamun has been serving as Senior Executive Vice
President and Manager of Molijheel Branch of the Bank.

Md. Abdullah Al-Mamun born in a noble Muslim family of Helencha under Sod or Upazila of Jamalpur. He
obtained his graduate and postgraduate degree from the University of Dhaka. He started his banking
career as Probationary Officer in 1898 at AL Arafah Islami Bank Ltd. He worked at General banking,
Investment & International Business Wing of different branches of the bank till 2006. Latter He performed
as Manager of Uttara Model Town Branch and Dilkusha Branch. Availing study leaves in 2013, he has
completed post-graduation in Financial Planning from The Cerrtennial College School of Business at
Toronto in Canada and joined the bank in 2014 again. Since 2015 he has been performing as Manager of
Motijheel Branch. Abdullah Al Mamun received training in Banking and Finance and attended many local
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and international conferences seminars, training. He visited USA, Canada, Singapore. and many other
countries of Asia and Europe.

12.5 Profile of Directors of Al-Arafah Islami Bank Limited:

Alhaj] Abdus Samad
Chairman, Board of Directors

Mr. Abdus Samad was born on the 31st August of 1967 in a respectable Muslim family. Mr. Abdus Samad
contributed to the growth of the Bank from various position of Board. He has been selected as the
chairman of the bank in its 291th board meeting on 27.04.2016. Alhajj Abdus Samad Labu is one of the
founder directors of Al-Arafah Islami Bank Ltd. He is the Vice Chairman of 5. Alam Group, one of the largest
industrial groups of the country. He is the chairman of S.Alam Cold Rolled Steels Ltd. Mr. Samad is also
the founder director of Narthern General Insurance Ltd. and Reliance Finance Investments Ltd. He also is
the Vice Chairman of Ekushey Television (ETV), a leading satellite TV channel of the country.

Mr. Abdus Samad is a great humanitarian who is involved in many social welfare and philanthropic
activities. He is an executive member of Baitus Saraf Foundation and Chittagong Samity Dhaka. Beside
these, Mr. Abdus Samad Is associated with many social and welfare organizations.

Alhajj Mohammad Abdus Salam
Vice chairman

Mr. Abdus Salam was born on the 31st December of 1964 in a respective Muslim family, Mr. Abdus Salam
contributed to the growth of the Bank from various position of Board. As an entrepreneur, he is actively
associated with Mir Pulp & Paper Industries Limited, Mir Filling Station Limited, Karnafuly Filling Station
Limited, AIBL Capital Market Services Limited, M/s Hajee Mir Ahmed Sowdagar, M/s M.A. Salam & Co. Mr.
Mohammad Abdus Salam is a successful businessman and entrepreneur in Bangladesh. He is the
Managing Director/CEOQ of Mir Pulp & Paper Industries Limited, Mir Filling Station Limited and M/5. Hajee
Mir Ahmed Sowdagar & Mir Banaspati Ltd.

He is also Director of Karnafuly Filling Station Limited and AIBL Capital Market Services Limited and
proprietor of M/s M.A. Salam & Co. Beside these, Mr, Abdus Salam is associated with many social and
welfare organizations.

Alhajj Nazmul Ahsan Khaled
Director

Nazmul Ahsan Khaled was born on the 10th April of 1940 and brought up in a respectable Muslim family.
He obtained B.Sc. in Engineering from BUET in 1963. Nazmul Ahsan Khaled contributed to the growth of
the Bank from various position of Board. Mr. Nazmul Ahsan Khaled is a successful businessman and
entrepreneur in Bangladesh. He is the managing director of Moonlight Garments Limited, Ehsan Garments
Limited, Khaled Shipping Lines Limited, Engineers Enterprise Limited, Nourish Poultry and Hatchery
Limited, Nourish Agro Limited, Telnet Communication Limited, Nourish Grand Parents Limited, Nourish
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Feeds Limited and director of Mohammadi Navigation Limited and AIBL Capital Market Services Limited.
Beside these, Mr. Nazmul Ahsan Khaled is associated with many social and welfare organizations.

Alhajj Abdul Malek Mollah
Director

Abdul Malek Mollah was born on the 6th May of 1942 in a respectable Muslim family. He contributed to
the growth of the Bank from various pesition of Board. He is a renowned businessman of the country. He
is the founder member of University of Asia Pacific, Bangladesh Islami University. He was the founder
member of Green University of Bangladesh. He is also the donor/founder of many Schools, Colleges,
Mosques and Madrashas. As an entrepreneur, he is actively associated with The Mollah Trading Limited
and AIBL Capital Market Services Limited. Alhajj Abdul Malek Mollah is a successful businessman.

He is the managing director of The Mollah Trading Limited and director of AIBL Capital Market Services
Limited. Beside these, Alhajj Abdul Malek Maollah is associated with many social and welfare organizations.

Alhajj Md. Enayat Ullah

Vice Chairman, Executive Committee

Hafez Alhajj Md. Enayet Ullah was born on the 15th August of 1956 in a respectable Muslim family. He
contributed to the growth of the Bank from the various positions of the Board of Director. As an
entrepreneur, he is actively associated with M/S Hadayet & Brothers and Insaf food Agro Base Industries
Limited. Mr. Md. Enayet Ullah is a successful businessman and entrepreneur in Bangladesh, He is the
chairman of Insaf food Agro Base Industries Ltd. He is active owner of M/S Hadayet & Brothers. Mr. Md.
Enayet Ullah is a generous personality and associated with various social and welfare activities.

Jb. Badiur Rahman
Chairman, Risk Management Committee

lanab Badiur Rahman was born on the 10th March of 1953 in a respectable Muslim family in the district
of Brahmanbaria. He contributed to the growth of the Bank from various positions of the Bank. As an
entrepreneur, he is actively associated with AIBL Capital Market Services Limited, Ocean Trade Limited,
Central Hospital Limited, Human Resources Development Co. Limited, Hurdco International School,
Central Physiotherapy Limited, Ariel Maritime Pte Limited and SB Commodities Limited. Badiur Rahman
is a successful businessman and entrepreneur in Bangladesh. He is the chairman of AIBL Capital Market
Services Limited. He is also Managing Director and CEO of Ocean Trade Limited, Ariel Maritime Pte.
Limited, SB Commodities Limited and Director of Central Hospital Limited, Human Resources
Development Co. Limited, Hurdco International School, Central Physiotherapy Limited. A very widely
travelled person, Janab Badiur Rahman is a generous personality and contributed in the social and
educational developments of the country.

Alhajj Ahamedul Hoque
Director

Ahamedul Hoque was born on the 3rd March of 1955 in a respectable Muslim family, Mr. Ahamedul
Hogue contributed to the growth of the Bank from various position of Board. As an entrepreneur, he is
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actively associated with M/S. A.H. Syndicate and AIBL Capital Market Services Ltd. Mr. Ahamedul Hogue
is a successful businessman and entrepreneur in Bangladesh. He is the chairman of AIBL Capital Market
Management Limited. He is the proprietor of M/S. A.H. Syndicate and director of AIBL Capital Market
Services Limited.

Ahamedul Hogue is one of the Life members of Chittagong Medical College Rougi Kallayansamity,
Chittagong Maa-o-Shishu Medical College Hospital, Chittagong Foundation Trust. He is a Cabinet rmember
of Lions Club of Khatungonj, Chittagong. He is also ane of the Members of Chittagong Club Ltd. Chittagong,
Khulshi Club Ltd, Chittagong & Chittagong Khulshi Club Ltd. He is the General Secretary of Shaindair
Gaowsia Tayabia Delwara Madrasha, Patiya, Chittagong. He is the Managing Member of Khalil-Mir Degree
College, Patiya, Chittagong & Chairman of Shaindair young Tiger club, Patiya, Chittagong. He is also an
Advisor of Ziri Janakallayan Snagha, Ziri, Patiya. Beside these, he is engaged with various organizations of
School, College & Madrasha’s in Chittagong.

Alhajj Abu Naser Md. Yeahea
Director

Abu Naser Mohammad Yeahea was born on the 10th July of 1970 in a respectable Muslim and renowned
Industrialist & Business family. Mr. A. N. M. Yeahea entered into business and industrial management
from 1993 just after coming back from study in USA. With his initiative, prudent approach and aptitude
he very rapidly took over the management of Purbachal Drillers Ltd. and Purbachal Steel Mills Ltd. He took
the venture for establishing new and prospective enterprises.

He leads the enterprises to increasing profitability through his pragmatic strategies, decisions and far
sightness. He maintains regular and wide contacts with different buying agencies both in public and
private sectors. Mr. Abu Naser Mohammad Yeahea is a successful businessman and entrepreneur in
Bangladesh. He is the Managing Director of Purbachal Drillers Ltd., Purbachal Steel mills Ltd. He is also
Director of TSCO Power Ltd., Jeans Culture Ltd., BECO-Lanka Ltd., & Proprietor of Purbachal Gas Filling,
BECO Electronics & AIBL Capital Market Services Ltd. Beside these, Mr. Abu Naser Mohammad Yeahea is
associated with many social and welfare organizations.

Alhajj Niaz Ahmed
Director

Niaz Ahmed was born on the 2nd February of 1963 in a respectable Muslim family, Mr. Niaz Ahmed
contributed to the growth of the Bank from various position of Board. As an entrepreneur, he is actively
associated with Golden Oil Mills Limited, Golden Emporium Limited, AlIBL Capital Market Services Limited,
Diganta Media Corporation, Islami Commercial Insurance Co. Limited, South East University, Bangla Tel
Limited, BD Link Communication Limited, Jibondhara Solution Limited, Golden Trading Company and
Khaja Corporation. Mr. Niaz Ahmed is a successful businessman and entrepreneur in Bangladesh.

He is the Managing Director Golden Qil Mills Limited, Galden Emporium Limited and also Director AIBL
Capital Market Services Limited, Diganta Media Corporation, Islami Commercial insurance Co. Limited,
South East University, Bangla Tel Limited, BD Link Communication Limited and Jibondhara Solution
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Limited. He also the proprietor of Golden Trading Corporation and Khaja Corporation. Beside these, Mr.
Niaz Ahmed s associated with many soclal and welfare organizations.

Alhajj Mohammed Emadur Rahman
Director

Mohammed Emadur Rahman was born on the 25th August 1984 in a respectable Muslim family. He
completed his B.B.A. in Dubai, U.A.E. and then had his MBA from UK. Involved in business from a very
young age, today, he is the Deputy Managing Director of Al Haramain Group of Industries. He manages a
diverse business portfolio that includes perfumery, healthcare, tea plantation, rubber plantation and
capital market services. The Managing Director of Hamidia Tea Company Limited, Deputy Managing
Director of Al Haramain Hospital and Director of AIBL Capital Market Services, Mr. Mohammed Emadur
Rahman is contributing to the economic and social development of Bangladesh through varied means. In
2013, he was awarded the Bangladesh Remittance Award for contributing to the persistent economic
growth of Bangladesh. Outside Bangladesh, he is maintaining a number of companies in U.A.E,, which has
led him to being awarded Young Business Achiever in Dubai; he was the only Bangladeshi, and the

youngest in the group, to achieve this award,

Alhajj Engr. Khandaker Mesbah Uddin
Director

Engr. Kh. Mesbahuddin Ahmed was born on the 18th March of 1943 n a respectable Muslim family. Engr,
Kh. Mesbahuddin Ahmed contributed to the growth of the Bank from various position of Board. As an
entrepreneur, he is actively associated with M/S. Agua Consultant and Association Limited, Takaful Islami
Insurance Limited, Human Resources Development Co. Limited, Central Hospital Limited, AIBL Capital
Market Services Limited & Eastern University, Mr, Kh. Mesbahuddin Ahmed is a successful businessman
and entrepreneur in Bangladesh. He is the Managing Director of M/S Aqua Consultant and Association
Limited. He is also director of Takaful Islami Insurance Limited, Human Resources Development Co.
Limited, Central Hospital Limited; AIBL Capital Market services Limited & BOG of Eastern University.

Beside these, Engr. Kh. Mesbahuddin Ahmed is associated with many social and welfare organizations
such as life member of Sandhani National Eye Donation Society (SNEDS) & Bangladesh Medical Studies &
Research Institute (BMSRI).

Alhajj Mohammed Haroon
Director

Mohammed Haroon was born on the 15 January of 1948 in a respectable Muslim family. He contributed
to the growth of the Bank from various position of Board. As an entrepreneur, he is actively associated
with Rising Star Trading Est. (U.A.E.) and AIBL Capital Market Services Limited

Mr. Mohammed Haroon is a successful businessman and entrepreneur in Bangladesh and in U.A.E. He is
the proprietor of Rising Star Trading Est (U.A.E.) and director of AIBL Capital Market Services Limited.
Beside these, Mr. Mohammed Haroon is associated with many social and welfare organizations.
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Alhajj Liakat Ali Chowdhury

Director

Md. Liakat Ali Chowdhury was born on the 1st January of 1965 in a respectable Muslim family. Mr. Md.
Liakat Ali Chowdhury contributed to the growth of the Bank from various position of Board. As an
entrepreneur, he is actively associated with Asadi Steel Enterprise, Jamuna Ship Breakers, Regal Oxygen,
Chittagong Metropolitan Chamber of Commerce and Industry and Southern University Bangladesh. Mr,
Md. Liakat Ali Chowdhury is a successful businessman and entrepreneur in Bangladesh.

He is the Managing Partner of Asadi Steel Enterprise, Jamuna Ship Breakers and Proprietor of Regal
Oxygen. He is also the Director of Chittagong Metropolitan Chamber of Commerce Industry & Founder
Member of Southern University Bangladesh. Beside these, Mr. Liakat Ali Chowdhury is associated with
many social and welfare organizations.

Alhajj Salim Rahman
Chairman, Executive Committee

Salim Rahman was born on 01st of lanuary in 1973 in a respectable Muslim family, He has been playing
an important role as the Director of the Bank. He is a successful businessman of the country and closely
associated with renowned KDS group being honorable directors to KDS Garments Industries Ltd, KDS
Accessories Ltd, KDS Apparels Ltd, KDS IDR Ltd, KYCR Coil Industries Ltd, Steel Accessories Ltd & KDS Paoly
Industries Ltd.

Alhajj Md. Anowar Hossain
Director

Anowar Hossain was born on 01st of March in 1953 in a respectable Muslim family. He has been playing
an impartant role as the Director of the Bank.

He is a successful businessman of the country and closely associated with many organizations with various
capacities (Chairman to Dubai Bangladesh Bag Factory Limited, Managing Director to Tania Textile
Limited, Managing Director to A, G. Textile Mills Ltd, Managing Director to Tania Spinning Mills Ltd,
Managing Director to Dubal Bangladesh Cement Mills Ltd, Managing Director to Ashik Shipping Lines (Pvt.)
Ltd, and Managing Director to A. Hossain & Co. (Kin.) Itd. He is also actively associated with many Social
and Educational institutions for the welfare of the community,

Alhajj Md. Harun-Ar-Rasid Khan
Nominee Director

Md. Harun-ar-Rashid Khan was born on the 31st January of 1943 and brought up in a respectable Muslim
family in the district of Dhaka. Mr. Md. Harun-ar-Rashid Khan contributed to the growth of the Bank from
various positions of Board. As a successful entrepreneur and businessman Mr. Md. Harun-ar-Rashid Khan
is associated with AIBL Capital Market Services Limited and Canadian Trillinium School.

Khalid Rahim was born on the 5th of January in 1956 in a respectable Muslim family. He has been playing
an important role as an Independent Director of the Bank.
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Jb. Md. Rafiqul islam
Director

Mr. Md Rafiqul Islam was born on the 31stDecember of 1982 in a respectableMuslim family of Chattogram
& is a son of Sponsor Director Md Badsha Meah who contributed to the growth of the Bank from various
position of Board. Mr. Md Rafiqul Islam is a successful businessman and entrepreneur in Bangladesh. He
is also the member of AIBL Risk Management Committee, Beside these, Mr Md Rafiqul Islam is associated
with many social and welfare organizations.

Alhajj Md. Amir Uddin PPM
Independent Director

Md. Amir Uddin PPM, a former Additional Inspector General of Police was born on 12th January in 1955
in a respectable Muslim family. He has been playing very vital role as an Independent Director of the Bank.

Jb. M. Kamal Uddin Chowdhury
Independent Director

M. Kamal Uddin Chowdhury was born on the 1st of August in 1942 in a respectable Muslim family. He has
been playing an important role as an Independent Director of the Bank.

lb. Mahbubul Alam
Independent Director & Chairman, Board Audit Committee

Mahbubul Alamwas born on the 31thof December in 1947 in a respectable Muslim family of Chittagong.
He has been playingan important role as an Independent Director& currently as Chairman, Board Audit
Committee of the Bank

Farman R Chowdhury
Managing Director

Farman R Chowdhury has joined Al-Arafah Islami Bank Limited, one of the largest Shariah-based Bank of
the country as Managing Director & CEQ. Prior to his joining, he was the managing director & CEO of
Shahjalal Islami Bank Limited and ONE Bank Limited and served there for 5 years and 6 years respectively.

Chowdhury started his banking career in October 1986 as a management trainee in American Express
Bank and served there for 12 years in various capacities. Later, he joined ONE Bank Ltd in July 1999 as its
first branch manager and served there up to July 2013 including holding the position of managing director

for six years, He carries with him vast experience in banking operation especially in credit and marketing 5
functions, He received trainings in Banking and Finance at home and abroad and attended many seminars, !
8 o
workshops and symposiums relating to Banking and Finance. Farman R Chowdhury holds MBA degree <
from IBA of the University of Dhaka. g
§
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12.6 Description of Asset & Liabilities (Consolidated):

Description of Asset:

Particulars

31.12.2020
Taka

Property and Assets

Cash

Cash in hand (Including Foreign Currencies)

2,898,207,542

Balance with Bangladesh Bank & Sonali Bank Ltd (Including Foreign Currencies)

28,660,902,877

31,559,110,419

Balance with other Banks and Financial Institutions

Inside Bangladesh

8,288,025,632

Outside Bangladesh

8,273,812,895

16,561,838,527

Placement with other Banks & Financial Institutions 14,270,010,000

Investments in Shares & Securities

Government 19,583,830,000

Others 1,979,843,525
21,563,673,525

Investments 5

General Investment etc.

296,717,853,936

Bills Purchased and Discounted

11,902,810,514

308,620,664,450
Fixed Assets Including Premises 5,833,880,252
Other Assets 19,838,600,217
Non Banking Assets 50,875,037
Total Property and Assets 418,298,652,427
Description of Liabilities:
) 31.12.2020
Particulars
Taka
Liabilities and Capital
Liabilities
Placement from other Banks & Financial Institutions 24,000,477,831

Deposits and Other Accounts

Mudaraba Savings Deposits

54,879,126,373

Mudaraba Term Deposits 164,009,495,781
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Other Mudaraba Deposits 66,743,970,036

Al-Wadeeah Current & Other Deposit Accounts 37,331,437,580

3,059,381,492

Bills Payable
326,023 411,262
Mudaraba Subordinated Bond 11,200,000,000
Other Liabllities 31,485,714,465
133,204,157

Deferred Tax Liabilities/ (Assets)

Total Liabilities 392,842,807,715

Capital/Shareholders' Equity

Paid-up Capital 10,649,021,850

Statutory Reserve 10,334,627,824

Revaluation Reserve 1,084,326,967

Retained Earnings 1,732,137,218

Total Capital/Shareholders' Equity 23,800,113,859
1,655,730,853

Non-controlling Interest

Total Equity 25,455,844,712

Total Liabilities & Capital/Shareholders' Equity 418,298,652,427
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12.7 Description of Encumbered and Unencumbered Assets with Value Thereof:

Offi

&
[
Encumbered Assets: There is no encumbered asset of Al Arafah Islami Bank Limited. a j é’l
Unencumbered Assets; All the assets of the Al-Arafah Islami Bank Limited are unencumbered and ';E 5 é
¥ 55

value total unencumbered assets is BDT 418,298,652,427.

12.8 Description of Previously Issued Band or Securities:

The Bank issued floating rate non-convertible Mudaraba Subordinated Bond of BDT 300 crore in 2015,
BDT 500 crore in 2018 and BDT 500 crore in 2020 after obtaining approval from Bangladesh Securities
and Exchange Commission (BSEC) and Bangladesh Bank. Mudaraba Subordinated Bonds were mainly
issued to support and strengthen the capital base of the Bank under Tier-Il, supplementary capital of

Basel-lll. The features of the bonds are enumerated below:

AliFCA

Investment Limited

Khandoker Raihan
MD & CEO (CC)
Prime Bank

Farman R. Chowdhury
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Particulars

1st Mudaraba Subordinated Bond

Issuer Al-Arafah Islami Bank Limited

Lead Arranger Standard Chartered Bank

Trustee Green Delta Insurance Company Limited
Tenure of Bond 7 year

Total Face Value 300.00 Crore

Profit Rate

10.50%-13.50%

Date of Issue

20.09.2015

Repayment/ Redemption

Redeemed in 5 equal annual Installments starting from end of 3rd year
and each 12 months

Particulars 2" Mudaraba Subordinated Bond
Issuer Al-Arafah Islami Bank Limited
Lead Arranger Prime Bank Investment Limited
Trustee Green Delta Insurance Company Limited

Tenure of Bond

7 year

Total Face Value

500.00 Crore

Profit Rate

1.25 times of 6 (six) months Mudaraba Term Deposit profit rate for the
preceding 180 days.

Date of Issue

07.10.2018

Repayment/ Redemption

Redeemed in 5 equal annual Instalments starting from end of 3rd year
and each 12 months

Particulars 3" Mudaraba Subordinated Bond
Issuer Al-Arafah Islami Bank Limited
Lead Arranger Prime Bank Investment Limited
Trustee Green Delta Insurance Company Limited

Tenure of Bond

7 year

Total Face Value

500.00 Crore

Profit Rate

To be determined as the average Rates of 6 months of Full-fledged
Shariah based banks collected from latest available "Announced Profit
Rate Chart of those Banks (Deposit Rate)" published by Bangladesh Bank
in its website at the beginning of any Profit Payment Period with an
additional profit rate of 2.00% per annum.

Date of Issue

25.10.2020

Repayment/ Redemption

Redeemed in 5 equal annual Installments starting from end of 3rd year

and each 12 manths

MUHAMMED NADIM FCA
DMD & Chief Financial Officer (CFO)
Financlal Administration Divisien
Al-Arafah Isiami Bank Limited
Head Office, Dhaka.
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List of Investors:

Name of the Investor

1st Mudaraba Subordinated Bond

Bond Issued (Taka)

Outstanding (as at 31 Dec 2020)

Rupali Bank Limited 100.00 40.00
rani Bank Limited 30.00 12.00
Mercantile Bank Limited 25.00 10.00
Trust Bank Limited (Islami Banking) 20.00 8.00
Trust Bank Limited 40.00 16.00
United Finance Limited 20.00 8.00
EXIM Bank Limited 50.00 20.00
Pragati Life Insurance Limited 15.00 6.00
Total 300.00 120.00

Name of the Investor

2" Mudaraba Subordinated Bond

Bond lssued (Taka)

Outstanding {as at 31 Dec 2020

EXIM Bank Limited 100.00 100.00
Mutual Trust Bank Limited 10.00 10.00
Quality feed Limited 10.00 10.00
Quality feed employee's Privident Fund 2.00 2.00
Dutech Bangla Bank Limited 50.00 50.00
Agrani Bank Limted 100.00 100.00
Sonali Bank Limitad 50.00 50.00
Prime Bank Limited 100.00 100.00
Prime Bank Investment Limited 3.00 3.00
Rupali Bank Limited 75.00 75.00
Total 500.00 500.00 5" g 3
3" Mudaraba Subordinated Bond E.,g-:ﬁ. -g
Nemeafihe lnvestor Bond Issued (Taka) Dutstanding (as at 31 Dec 2020) [ ;f..
nE o
Agrani Bank Limited 200.00 200.00 ‘tﬁg g
Shahjalal Islami Bank Limited 100.00 100.00 :g g
Dutch Bangla Bank Limited 100.00 100.00 o P
Exim Bank Limited 50.00 50.00 g3 g
Trust Bank Limited 25.00 25.00
Pubali Bank Limited 20.00 20.00
Northern Islami Insurance Limited 5.00 5.00
Total 500.00 500.00

13, Auditors’ Report along with Audited Financial Statements of the Issuer:

Auditor’s Report along with Audited Financial Statements of the Issuer is annexed to this Information

Memorandum. Please check Annexure - 02

MUHAMMER NADIM FCA
BMD & Chief Financial Gfficer (CFO)
Financial Adminlstration Division
Al-Arafah Islami Bank Limited
Hesd Office, Dhaka
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Consolidated Balance Sheet of Al Arafah islami Bank Limited: E g ;;-:

Al Arafah Islami Bank Limited
Consilidated Balance Sheet
As at 31 December 2016 to 31 December 2020

{Amount in BDT crore)

Particulars 31.12.2020 31.12.2019 31.12.2018 31.12.2017 31.12.2016
Taka Taka Taka Taka Taka

Property and Assets

Cash

Cohi I hand fiecludling Forslgn 2,898,207,542 | 3,063,284,576 | 2,616,496,304 | 2,096,407,675 | 2,033,960,977

Currencies)

Balance with Bangladesh Bank &
Sonali Bank Ltd (Including Foreign
Currencies)

28,660,902,877

27,705,400,947

23,104,623,105

37,669,574,111

30,853,508,125

31,559,110,419

30,768,685,523

25,721,119,409

39,765,981,786

32,887,469,102

Balance with other Banks and
Financial Institutions

Inside Bangladesh 8,288,025,632 | 5,473,391,378 2,005,164,277 | 1,070,656,791 | 3,426,434,934
Outside Bangladesh 8,273,812,895 6,120,224,007 8,303,795,224 | 10,327,998,227 | 5,703,406,904
16,561,838,527 | 11,593,615,385 | 10,308,959,502 | 11,398,655,018 | 9,129,841 838
AlaEsnent Einthad Ranie f 14,270,010,000 | 12,000,000,000 | 8,200,000,000 | 4,400,000,000 | 3,333,450,160
Financial Institutions i : N
Investments in Shares & Securities
Government 19,583,830,000 | 14,500,000,000 | 11,000,000,000 | &,000,000,000 | 6,990,000,000
Others 1,979,843,525 1,670,519,662 1,214,670,316 | 2,145490,279 | 2,168,676,294
21,563,673,525 | 16,170,519,662 | 12,214,670,316 | 10,145490,279 | 9,158,676,294
Investments
General Investment etc. 296,717,853,936 | 274,017,030,403 | 244,932,304,989 | 216,659,827,253 | 180,155,243,596
Bills Purchased and Discounted 11,902,810,514 | 14,468,993,302 | 16,941,828,811 | 19,245,407,271 | 16,364,134,345
308,620,664,450 | 288,486,023,706 | 261,874,133,800 | 235,905,234,524 | 196,519,377,941
Fixed Assets Including Premises 5,833,880,252 | 4,351,926,988 | 4,494,609,175 | 3,209,501,858 | 3,240,185,718
Other Assets 19,838,600,217 | 17,630,165,652 | 15,600,927,973 | 14,379,554,005 | 18,631,047,423
Non-Banking Assets 50,875,037 50,875,037 50,875,037 50,875,037 m_ la]
Total Property and Assets 418,298,652,427 | 381,051,811,953 | 330,265,295,212 | 314,855,292,507 | 272,900,048,477
Liabilities and Capital
Liabilities
SRS kit e by ik 1 24,000,477,831 | 27,546,375,561 | 21,759,835,650 | 32,218,677,048 | 25,084,653,806

Financial Institutions

Deposits and Other Accounts

Mudaraba Savings Deposits

54,879,126,373

45,211,429,367

37,678,761,490

32,130,000,015

26,053,949,961

Mudaraba Term Depaosits

164,009,485,781

162,587, 885,485

152,181,785,427

135,525,026,231

104,981,785,080

Other Mudaraba Deposits

66,743,970,036

55,156,097,027

49,467,884,447

47,832,419,620

46,027,267,857

Al-Wadeeah Current & Other
Deposit Accounts

37,331,437,580

30,701,538,200

24,454,571,622

26,435,038,160

20,693,095,761

MUHAMMED NADIM FCA
DMD & Chief Financial Officer (CFO)
Financial Administration Division
Al-Arafah Islami Bank Limited
Hesd Office, Dhaka

Md. Mahm
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Bills Payable 3,059,381,492 3,584,858,976 2,422,489, 486 2,479,779,449 1,947,821,349
326,023411,262 | 297,241,809,055 | 266,205,492,472 | 244,806 263,475 | 199,703,920,008
Mudaraba Subordinated Bond 11,200,000,000 6,800,000,000 7,400,000,000 3,000,000,000 3,000,000,000
Other Liabilities 31,485,714,465 | 25,157,583,719 | 19,450,871,395 | 16,608,728,003 | 23,698,530,129
Deferred Tax Liabilities/ {Assets) 133,204,157 157,832,964 165,866,430 100,949,200 75,456,597
Total Liabilities 392,842,807,715 | 356,903,601,299 | 314,982,065,956 | 296,734,617,726 | 251,562,560,539 |
Capital/Shareholders' Equity
Paid-up Capital 10,649,021,850 | 10,649,021,850 | 10,440,217,500 9,943,064,280 9,943,064,280
Statutory Reserve 10,334,627,824 9,379,989,138 8,388,044,096 7,576,581,114 6,490,088,540
Revaluation Reserve 1,084,326,967 938,618,920 977,583,714 980,376,225 978,069,978
Retained Earnings 1,732,137,218 1,531,420,060 1,908,962,937 2,259,155,807 2,199,578,985
Total Capital/Shareholders' Equity 23,800,113,859 | 22,499,049,968 | 21,714,808,247 | 20,759,177,426 | 19,610,801,783
Non-cantrolling Interest 1,655,730,853 1,649,160,686 1,768,421,008 1,761,497,355 1,726,686,152
Total Equity 25,455,844,712 | 24,148,210,654 | 23,483,229,255 | 22,520,674,781 | 21,337,487,935
Total Liabilities & t %

Capital/Shareholders' Equity

Consolidated Profit & Loss Accounts of Al Arafah Islami Bank Limited:

Al Arafah Islami Bank Limited
Consolidated Profit and Loss Account

For the year ended 31 December 2016 to 31 December 2020

{amount in BDT crore)

Particulars 31.12.2020 31.12.2019 31.12.2018 31.12.2017 31.12.2016
Taka Taka Taka Taka Taka

Operating Income

Ihvestment Income 26,331,277,005 | 28,811,650,830 | 24,956,812,132 | 20,491,028,035 | 18,830,156,209

Less: Profit paid on Deposits &
Borrowings

(16,556,644,305)

(18,604,415,567)

16,256,611,114

11,784,195,568

-9,957,732,490

Net Investment Income 9,774,632,700 10,207,235,263 | B8,700,201,018 | B,706,832,467 | 8,872,422,719

Income from Investment in Shares

/Securities 681,937,628 770,633,006 ABNIRRE G i B0

Commission, Exchange and Brokerage 2,627.,550,022 2,916,079,579 | 2,729,472,295 2,790,684,690 | 2,256,415,349

Other Operating Income 345,976,039 350,858,126 338,824,677 329,353,333 285,324,498
3,655,463,689 4,037,570,711 | 3,769,394,042 | 3,557,357,108 | 2,791,544,337

Total Operating Income 13,430,096,3828 | 14,244,805,974 | 12,469,595,060 | 12,264,189,575 11,653,967,05{

Operating Expenses

Salaries and aliowances &
contribution to P.F

4,546,405,305

4,178,565,228

4,118,564,966

3,571,959,651

2,691,997,385

Directors fees & expenses 6,142,217 11,442,877 15,324,200 18,937,652 15,928,345
Shariah Supervisory Committee's fees
5 4
& expenses 298376 | 860,014 820,000 it i
Rent, taxes, insurance and lighting
ath 499,303,449 749,851,557 681,568,195 584,955,214 519,381,152
Postage, telegram, telephone and
stamp etc. 68,348,432 78,249,101 63,863,036 18,88::556 HLAFRE
Legal charges 16,046,838 8,578,703 15,527,201 10,698,639 10,906,430
49 %‘
38
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Al-Arafah lslami Bank Limited
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S Cgmpany Secretary
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FEE
SSE
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U FERER LML L IV '5]. "E
garana Ferpetual Bohd of B ( nggg
Auditors' fee 1,667,500 1,691,000 1,587,250 1,602,500 1,420,500
Salary & Allowances to the Managing
Director 19,344,000 19,050,000 16,954,000 15,825,000 13,240,000
Depreciation and repairs to the
bank's properties 836,300,557 584,363,122 #82,113,617 eyt 25BN
Stationery, printing & advertisement
wte: 186,323,511 153,204,020 171,272,314 125,305,263 85,962,147
Other expenses 562,152,855 597,323,276 581,302,955 582,245,933 435,558,264 I
Total Operating Expenses 6,742,333,640 6,384,178,898 | 6,160,699,454 | 5,308,420,021 4,152,935,134
Profit/ (Loss) before Provision 6,687,762,748 7,860,627,076 | 6,308,895,606 | 6,955,769,554 | 7,511,031,922
Provision against Investments &
7
Contingent Liabilities 1,878,171,305 2,845,817,167 npiidopas| LINeAalAh | LT ERONS
Provision for diminution in value of
investment 9,725,095 21,839,282 g 4 g
Other Provision - - 3,237,000 0 0
Total Provision 1,887,896,400 2,867,656,449 | 2,177,977,950 | 1,354,891,535 1,547,870,131
Total Profit/ (Loss) before Taxes 4,799,866,349 4,992,970,627 | 4,130,917,657 | 5,600,878,019 | 5,963,161,791
Provision for Taxation
Current Tax 2,258,441,408 | 2,615,089,015 | 1,607,481,302 | 2,405,891,962 | 2,621,104,450
Deferred Tax {30,381,805) {49,755,758) 66,629,727 25,492,603 7,344,522
2,228,059,603 2,565,333,256 | 1,674,111,029 | 2,431,384,565 | 2,613,759,927
Net Profit/ (Loss) after Tax 2,571,806,745 2,427,637,371 | 2,456,806,628 | 3,169,493.454 3,349 401,864
Net Profit attributable to: . s
| Equity holders of the bank 2,565,236,578 2,423,824,148 | 2,449,882,975 | 3,134,682,251 | 3,053,388,813
Non-controlling Interest 6,570,167 3,813,223 6,923,653 34,811,203 296,013,051
Profit for the year 2,571,806,745 2,427,637,371 | 2,456.806,628 | 3,169,493.454 3.349.401,864
Appropriation:
Statutory Reserve 954,638,686 991,945,042 811,462,982 | 1,086,492,574 | 1,049,359,837
General Reserve (1 % Start-Up Fund ) 25,507,894 - 0 0 0
Non-Controlling Interest 6,570,167 3,813,223 6,923,653 34,811,203 296,013,051
ﬂ_ﬁglﬂﬁilﬁ' ha 7 45,372
Transfer to Retained Earnings 1,585,089,999 1,431,879,106 | 1,638,419,993 2,048,189,677 | 2,004,028,976
g
E

Farman R. Chowdhury
' ! CED
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Consolidated Cash Flow Statement of Al Arafah Islami Bank Limited:
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Al Arafah Islami Bank Limited

Consolidated Cash Flow

For the year ended 31 December 2016 to 31 December 2020

{amount in BDT crore)

Particulars

2020

2019

2018

2017

2016

Taka

Taka

Taka

Taka

Taka

Cash flows from operating
activities

Investment income receipt in
Cash

27,246,795,860

29,387,505,846

25,252,073,217

21,383,831,283

18,365,396,086

Profit paid on deposits and

borrowing (17,792,460,102) | (17,791,075,426) | 15,761,228,519 | 11,360,819,054 B )
Dividend received 9,408,411 19,722,257 27,973,671 88,486,282 520,046,348
Fees & Commission received in

i 2,627,550,022 2,881,103,789 2,658,185,757 2,790,684,690 2,256,415,349
Recoveries from written off

investments 56,952,186 204,792,398 164,881,713 ST 126,799,509
Cash payments to employees (4,565,749,905) (4,197,615,228) | -4,135,518,966 | -3,587,784,651 -2,705,237,385
Cash payments to suppliers (186,323,511) (153,204,020) -171,272,314 -125,305,263 -95,962,147
Received from other operating

activities (item-wise) 345,976,039 350,858,126 SeRiRaR.677 520,453,543 285,320,408
Paid for other operating

activities (item-wise) (1,246,894,494) | (1,527,637,256) HESRT52.006 | 457,079,283 LR BRk
Advance income tax paid (2,449,571,590) (2,031,956,323) | -2,021,821,162 | -4,846,389,088 -2,291,907,683
(i) Operating profit before

changes in operating assets & 4,045,682,515 7,142,494 163 | 4,898,356,030 | 3,524,999,824 5,045,150,534
liabilities

Changes in operating assets

and liabilities

| f i

hereasef(Ogerease) of tading | 1950552 aga) (455,849,346) | 930,819,963 23,186,015 502,458,193
securities

| D

KRS e ] of (2,270,010,000) | (3,800,000,000) | -3,800,000,000 | -1,066,549,840 -2,233,450,160
placement to other banks

Increase/(Decrease) of

I ) ) K

nvestment and advances to 26,559,395,923 34,036,802,876

customers (other than Banks)

(18,920,509,901)

(26,571,019,403)

38,193,892,248

Increase/Decrease of other

1,033,427,795

2,263,939,784

4,201,942,654

assets (item-wise) (38,804,398) (7,018,018)
Increase/ (Decrease of
placement from other banks (3,545,897,730) 5,786,539,911 | 10,458,841,398 7,134,023,242 12,288,737,789

and financial institution

Increase/(Decrease) of

Deposits from customers 30,017,418,004 30,222,976,442 20,903,846,402 | 44,678,966,954 30,186,506,369
(other than Banks)
Increase/(Decrease) of Other o 0 0

liahilities account of customers

Al FCa

MUHAMM NADIM FCA
OMD & Chief Financial QOfficer (CFQ)
Financial Administration Division
Al-Arafah Istami Bank Limited
Head Office, Dhaka
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Deputy Managing Direct
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Farman R Chowdhury
Managing Director & CEO

Al-Aratah |

—aad Niffir=

| Bank Lid

Dhaka

CEker
3 O(ce)
me Eill& Intﬁv[mm LIFI'].E[M

handp
D&

Raihan



AIEL Mudaraba P

m
0

erpetual Bond af BET

raft Infprmation Mermo

3, U

Increase/(Decrease) of Trading
liabilities (item-wise)

1,073,635,158

12,534,184

774,687,828

12,039,886,171

(i) Cash flows from operating
assets and liabilities

6,006,507,310

5,188,163,769

18,724,830,989

8,799,787,736

6,066,750,622

(A) Net cash flow from

12,324,787,560

11,115,901,156

operating activities=(i+ii) 10,052,189,825 12,330,657,932 | 13,826,474,960
Cash flows from investing
activities
Proce.e.ds from sale of 0 0 0
securities : g
Paym.eruts for purchases of > 0 0
securities = =
Purchase of property, plant
and equipment (2,225,318,994) (367,516,236) LAl WnaLha0 420:213,674
Sales proceeds of Fixed assets i i 0 0 0
Purchase-sale of subsidiary i 0 0 a
(B) Net cash used in investing
activities (2,225,318,994) (367,516,236) LAGSAORALT|  <180314,202 150,219,674
Cash flows from financing
activities
Increase in Exchange
: 1 4

Equalization Account {19,953) 137,136 e EaINs il S8t
Issue of AIBL Subordinate
Bond 4,400,000,000 (600,000,000) AR IN0/ A0 : g

ivi i = 1l45 ] Ty i i ~ F v l
Dividend paid (1,384,372,840) | (1,566,032,625) 1,491,459,642 | -1,988,612,856 946,958,503
C ) Plet cash usisel v iaricing 2,905,747,847 | -1,986,675,405 960,478 465

activities

3,015,607,206

(2,165,895,489)

(D) Net increase in cash & cash

equivalents (A+B+C) 10,842,478,038 |  9,797,246,207 | 12,205,834,430 | 10137,797.953 P 208, pl7
E. Effects of exchange rate

:han:nges on cash and cash- 34,575,790 71,276,537 | -1,986,675,405 0
equivalents

F. Net increase in cash and -

1] ¥ l2 ¥
cash equivalent D+E 10,842,478,038 9,832,221,997 | 12,134,557,893 8,171,122,548 9,705,203,017
G. Cash & Cash Equivalents at

4,636,804 ,006,838,852 39,301,635,
the beginning of the year 56,862,300,908 | 47,030,078,911 | >>164/636,804 | 49,006,8 301,635,835
H. Cash & Cash Equivalents
7,030,078,911 177,961,400 49,006,838,852
period ended 67,704,778,946 | 56,862,300,908 1 AT De.838:3
52
MEB NADIM FCA Md. Mahmudu ar Farman R. Chowdhury
D 2 Ot Finanao Offcer (CFO) Deputy Managing Director & Managing Diractor & CEO

Financial Administration Division
Al-Arafah lslami Bank Limited
Head Office, Dhaka.

Company Secrata

Al-Arafah Islam| Bank
Head Office, Dhaka
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Balance Sheet of Al Arafah Islami Bank Limited:

Al Arafah Islami Bank Limited

Balance Sheet

As at 31 December 2016 to 31 December 2020

{amount in BDT crore)

Particulars 31.12.2020 31.12.2019 31.12,2018 31.12.2017 31.12.2016
| Taka Taka Taka Taka Taka

Property and Assets

Cash

Cash in hand (Including Foreign
Currencies)

2,873,721,830

3,052,689,648

2,605,382,213

2,096,167,797

2,025,561,090

Balance with Bangladesh Bank &
Sonali Bank Ltd {Including Foreign
Currencies)

28,660,902,877

27,705,400,947

23,104,623,105

37,669,574,111

30,853,508,125

25,710,005,318

39,765,741,908

32,883,069,215

31,540,624,707 30,758,090,595
Balance with other Banks and
Financial Institutions
Inside Bangladesh 8,288,025,632 5,473,391,378 2,005,164,277 1,007,124,597 3,426,429,934
Outside Bangladesh 8,273,812,895 6,120,224,007 8,303,795,224 10,327,998,227 5,703,406,904
16,561,838,527 11.593,615335__ 10,308,959,501 11,335,122,824 9.129,336,83{ .
Piacement juiti othal Baxke & 14,270,010,000 | 12,000,000,000 | 8,200,000,000 | 4,400,000,000 | 2,800,000,000
Financial Institutions
Investments in Shares &
Securities
Government 19,583,830,000 14,500,000,000 11,000,000,000 8,000,000,000 6,990,000,000
Others 1,143,979,346 866,251,469 367,606,111 420,592,123 1,448,160,988
20,727,809,346 | 15,366,251,69 | 11,367,606,111 | 8,420,502,123 | §,438,160,088 |
Investments i

General Investment etc.

291,307,599,462

268,778,582,454

240,150,271,121

213,368,821,452

172,805,258,100

Bills Purchased and Discounted

11,902,810,514

14,468,993,302

16,941,828,811

19,245,407,271

16,364,134 345

303,210,409,976

Fixed assets less Accumulated

283,247,575,756

| 257,092,009,932

232,614,228,723

| 185,169,352,845

Depreciation 5,826,875,749 | 4,342,932,155 4,305,855,784 3,038,952,614 3,074,024,258
Other Assets 20,870,178,204 | 18,641,922,646 | 16,226,562,989 | 14,971,459,393 | 21,840,168,129
Non-Banking Assets 50,875,037 50,875,037 50,875,037 50,875,037 (8]
Total Property and Assets 413,058,621,546 | 376,001,263,043 333,261,964,673 | 314,596,972, 623 | 267,334,651,873
Liabilities and Capital

Liabilities

Placement from other Banks &

Mudaraba Term Deposits

164,296,138,402

162,871,848,585

152,322,506,893

136,764,993,508

Financial Institutions 22,504,318,785 | 26,024,573,850 20,393.335,650 | 30.904,084,688 | 25,084,653,806
Deposits and Other Accounts
Mudaraba Savings Deposits 54,879,126,373 | 45,211,429,367 | 37,678,761,490 | 32,130,000,015 | 26,053,949,961

105,332,062,757

Other Mudaraba Depaosits

66,743,570,036

55,156,097,027

49,467,884,447

47,832,419,620

46,027,267 857

Al-Wadeeah Current & Other

37,331,437,580

30,701,538,200

24,454, 571,622

26,435,038,160

20,693,095,761

Deposit Accounts -
Bills Payable 3,059,381,492 3,584,858 976 2,422,489,486 2,479,779,449 1,947,821,349
53 :
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Al-Arafah Islami Bank Limitad
Head Office, Dhaka.

DCeputy Managing Diract
Company Secramfi'or ?
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326,310,053,883 297,525,772,155 266,346,613,938 | 245,642 230,752 200:054,192,685—'
Mudaraba Subordinated Bond 11,200,000,000 6,800,000,000 17,364,627,192 3,000,000,000 3,000,000,000
Other Liabilities 29,226,954,457 23,095,610,493 168,486,792 14,273,105,891 19,534,082,882
Deferred Tax Liabilities 133,204,157 157,832,964 7,400,000,000 100,949,200 75,456,597
Total Liabilties <LL3TA.3128 | 393,603.789,462 | 3116753,063,572 | 293,920,340,391 | 247,748,390,970
Capital/Shareholders' Equity
Paid-up Capital 10,649,021,850 10,649,021,850 10,440,217,500 9,943,064,280 9,943,004,280
Statutory Reserve 10,334,627,824 2,379,989,138 8,388,044,096 7,576,581,114 £,490,088,540
Revaluation Reserve 1,084,326,967 038,618,920 977,583,714 980,376,225 978,069,978
Retained Earnings 1,616,113,623 1,429,843 ,673 1,783,055,791 2,176,610,612 2,175,038,104
Total Capital/Shareholders' Equity 23,684,090,264 22,397,473,581 21,588,901,101 20,676,632,231 19,586,260,902
Total Liabilities &
Capital/Shareholders' Equity 413.058.621,546 | 376,001,263,043 333,261,964,673 | 314,596,972,623 gﬂ@uﬂ"—l

Profit & Loss Accounts of Al Arafah Islami Bank Limited:

Al Arafah Islami Bank Limited
Profit and Loss Account

For the year ended 31 December 2016 to 31 December 2020
{amount in BDT crore)

Particulars 31.12.2020 31.12.2019 31.12.2018 31.12.2017 31.12,2016
Taka Taka Taka Taka Taka

Operating Income

Investment Income 26,169,242,291 28,571,104.608 24,678,709,611 | 20,305,586.115 18,195,715,103

Less: Profit paid on Deposits

(16,385,553,054)

{18,421,295,:’.43]

16,062,930,822

11,586,148,356

10,340,732,845

Net Investment Income 9,783,689,237 10,149,808,365 8,615,778,790 8,719,437,759 7,854,982 258
Incame from Investments in
0
Shares/Securities 679,338,829 770,279,256 676,303,995 391135221 638,693,471
Commission, Exchange and Brokerage 2,500,613,283 2,787,219,693 2,581,003,540 2,407,886,232 1,5991,029,049
Other Operating Income 311,960,495 337,097,966 322,271,224 285,736,748 246,733,971
3,491,912,607 3,854 596,915 3,579,578,758 3,084,758,201 2,896,456,491

Total Operating Income

13,275,601,844

14,044,405,280 | 12,195 ;357,548

11,804,195,960

10,751,438,745

Operating Expenses

Salaries and allowances &

4,030,393,447

3,491,198,259

2,621,492,527

¢

MUHAMME NADIM FCA
DMD & Chief Financial Dfficer (CFO)
Financial Admin|stration Division
Al-Aralah lslami Bank Limited
Head Office, Dhakg
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Md. Mahmu%

Deputy Managing Direclor &
Company Secretary
Al-Arafah [slami Bank Lid.
Head Office, Dhaka.

contribution to P.F 4,476,381,093 4,108,877,310
Directors fees & expenses 6,142,217 11,442,877 10,335,030 10,096,318 11,344,045
Shariah Supervisory Committee's fees

5
& expenses 298,376 860,014 R B0.362 mERATH
Rent, taxes, insurance and lighting

174,901 7,626,
ote: 479,560,573 726,444,943 654,350,186 570,174.90 507,626,451
Postage, telegram, telephone and

65,234,290 77,669,122 212,8

stamp etc. 67,993,484 77,665,294 % s Serde a2 Dé
Legal charges 15,988,510 9,442,428 15,472,553 10,481,205 10,694,74a, |

Kaandoer Bt
In\-'g]ﬂnc&t Limited

MD & CEO
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Auditors' fee 1,667,500 1,656,000 1,512,250 1,337,500 .-:‘." 1,245,500
Sz_ilarv & Allowances to the Managing 16,954,000 15,825,000 13,240,000
Director 19,344,000 15,050,000
Depreciation and repairs to the
474,480,369 309,625,798 286,535,214
bank's properties 832,224,004 576,557,420
Stationery, printing & advertisement
,091, 123,433,001 94,067,522
etc. 185,548,278 152,100,093 AHRHS 108
Other expenses 528,363,979 558,534,319 544,375,467 490,739,481 374,583,749
Total Operating Expenses 6,614,512,014 6,242,630,698 | 5,983,819,359 ( 5,101,141,554 | 3,996,274,966
Profit/ (Loss) before Provision 6,661,089,829 7,801,774,582 | 6,211,538,188 | 6,703,054,406 | 6,755,163,783
Provision against Investments &
2,150,350,667 | 1,270,591,535 | 1,508,364,596
Contingent Liahilities 1,878,171,305 2,820,210,089 ¢
Provision for diminution in value of
0
investment 9,725,095 21,839,282 e L
Other Provision - . 3,237,000 0 0
Total Provision 1,887,896,400 2,842,049,371 | 2,154,223,280 | 1,270,591,535 | 1,508,364,596
Total Profit/ {Loss) before Taxes 4,7'{3,193,430 4,859,725,211 | 4,057,314,909 | 5,432,462,871 | 5,246,799,187

Provision for Taxation

Current Tax

2,253,104,866

2,595,911,070

1,583,256,294

2,330,292,331

2,213,937,825

?

Deferred Tax {30,700,807) (49,755,758) 67,537,592 25,492,603 -7,344,522
2,222,404,059 2,546,155,311 1,650,793,886 2,355,784,934 | 2,206,593,307
Net Profit/ (Loss) after Tax 2,550,789,370 2,413,569,900 | 2,406,521,023 3,076,677,937 | 3,040,205,881
Appropriation:
Statutory Reserve 954,638,686 991,945,042 811,462,982 1,086,492,574 1,049,359,837
General Reserve ( 1 % Start-Up Fund ) 25,507,894 - 0 0 0
980,146,580 991,545,042 811,462,982 | 1,086,492,574 | 1,049,359,837
Transfer to Retained Earnings 1,570,642,791 1,421,624,858 1,595,058,041 1,990,185,363 1,990,846,044
Cash Flow Statement of Al Arafah Islami Bank Limited:
Al Arafah Islami Bank Limited
Cash Flow
For the year ended 31 December 2016 to 31 December 2020
{amount in BDT crore)
'_Particulars 2020 2019 2018 2017 2016
Taka Taka Taka Taka Taka
Cash flows from operating activities
Investment income receipt in Cash 26,746,398,647 28,858,045,733 | 24,931,762,791 | 21,181,862,736 18,176,535,698
Profit paid on deposits and borrowing | (17,221,368,851) (17,207,956,102) | 15,567,548,227 | 11,162,771,842 10,710,400,608
Dividend received 8,761,739 8,340,574 15,651,835 58,829,043 483,354 609
Fees & Commission received in cash 2,500,613,283 2,752,243,903 | 2,508,727,003 | 2,407,886,232 | 1,991,029,049
Recoveries from written off -
investments 56,952,186 204,792,398 164,881,715 309,972,277 126,?99,30§
Cash payments to employees (4,495,725,093) | (4,127,927,310) | -4,047,347,447 | -3,507,023,255 -2,634,732, 527
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Cash payments to suppliers (185,548,278) (152,100,093) | -170,091,108 | -123,433,001 -94,067,522
Received from other operating
activities (item-wise) 311,960,485 337,097,966 322,271,224 285,736,748 246,733,971
Paid for other operating activities
{item-wise) (1,192,933,381) (1,464,619,485) | -1,376,282,394 -1,194,013,406 | -1,008,293,482
Advance income tax paid (2,438,271,566) {2,011,678,861) | -1,975,685,032 -3,427,931,996 | -1,965,466,717
(i) Operating profit before changes in
operating assets & liabilities 4,090,835,180 7,196,238,723 | 4,807,340,360 4,829,113,531 | 4,611,491,780
Changes in operating assets and
liahilities
Increase/(Decrease) of trading
Eat 52! i J'q'z » r 5 ¥ i
securities {277;72?.8?71 {453.545,358] 986,012 1 7,568 865 85,465,685
Increase/(Decrease) of placement to
other banks (2,270,010,000) [3,800,000,000) 3,800,000,000 £,000.000,000 4,700,000,000

Increase/(Decrease) of Investment
and advances to customers (other

25,475,508,329

45,910,811,251

35,302,290,118

than Banks) (18,855,090,010) E26,9?5,633,7??}

Increase/Decrease of other assets

[itemAWise} 246,484,556 (133,475,637) 963,298,701 9,042,698,009 3,500,285,032
Increase/ (Decrease of placement

- . : !

chrln otlher banks and financial (3,520,255,065) 5,631,238,200 | 10,510,718,898 5,819,400,742 | 12,288,737,789
institution

Increase/(Decrease) of Deposits from

customers [other than Banks) 30,020,097,525 | 30,365,818,076 20,209,000,591 | 45,164,656,553 | 30,201,309,627
Increase/(Decrease) of Other

ERRE - 0 0 0
liabilities account of customers

Increase/(Decrease) of Trading

liabilities (itam-wise) 608,890,594 713,180,812 | 3°1678.848 | -6,395,885,881 | -2,444,929,182
(i) Cash flows from operating assets -

and liabilities 5,052,389,723 5,302,482,317 | 18,209,263,075 7,547,627,037 6,457,647,463
(A) Net cash flow from operating -

activities=(j+ii) 10,043,228,903 12!455!?21!040 13!401!922!716 12!3?5!1495563 11!059!139!244

Cash flows from investing activities

Proceeds from sale of securities

0

0

Payments for purchases of securities

0

0

0
g

Purchase of property, plant and

MUHAMMEDANADIM FCA
DMD & Chief Financial Officer (CFO)
Financlal Admintstration Division
Al-Arafah islami Bank Limiled
Head Office, Dhaka

Md. Mahmud%r Rahman

Deputy Managing Director &
Company Secretary
Al-Arafah Islami Bank Lid.
Head Offics, Dhaka.

Chowdhury
ireotor & CEQ

equipment (2,224,248 856) (535,060,181) | -1,657,001,581 -292,475,281 -404,873,075
Sales proceeds of Fixed assets - - 0 0 0
Purchase-sale of subsidiary - . 0 0 0
(B) Net cash used in investing
activities (2,224,248 856) (535,060,181) | -1,657,001,581 -292,475,281 -404,873,075
Cash flows from financing activities
Increase in Exchange Equalization
Account [19,953) 137,136 2,792,511 2,306,247 -13,519,962

| Subordinate Debt 4,400,000,000 (600,000,000} | 4,400,000,000 o) 0
Increase in Share Capital - - 0 0 7
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Dividend paid (1,384,372,840) | (1,566,032,625) | -1,491,459,642 -1,988,612,856 -946,958,503
{C ) Net cash used in financing
activities 3,015,607,206 | (2,165,895,489) | 2292.747.847 | -1986.306.609 | -560.478.465
{D) Net increase in cash & cash -
eguivalents (A+B+C) 10,834,587,253 9,797,765,370 | 12,153,176,449 10,097,938,678 | 9,703,787,704
E. Effects of exl:hange. rate changes 34,975,750 71,276,537 0 0
on cash and cash-equivalents
F. Net increase in cash and cash -
equivalent D+E 10,834,587,253 | 9,832,741,160 | 12,081,899,912 | *0:097,958,678 | 5,703,787,704
G. Cash & Cash Equivalents at the
beginning of the year 56,851,705,980 | 47,018,964,820 | °>:100:864,732 | 45,002,906,053 | 35,299,118,349
H. Cash & Cash Equivalents period

67,686,293,234 | 56,851,705,980 | 47,018,964,820 | 59,100,864,732 | 49,002,906,053
ended b

15. Comparative Financial Ratios of Al- Arafah Islami Bank Limited:

Key Ratios/Numbers for Al-Arafah Islami Bank Limited (Consolidated) for last three years are as follows:

03 Year Financial Highlights

{Amount in BDT Millian)

Haad Office, Dhaka Head Offiae

Particulars 2018 2019 2020

Income Statement

Investment Income 24,956.81 28,811.65 26,331.28

Profit paid on Deposit 16,256.61 18,604.42 16,556.64

Net Investment Income 8,700.20 10,207.23 9,774.64

Non-Investment Income 3,769.39 4,037.57 3,655.46

Non-Investment Expenses 6,160.70 6,384.18 6,742.33

Net Non-Investment Income -2,391.31 -2,346.61 -3,086.87

Profit Before Tax & Provision 6,308.89 7,860.62 6,687.77

Provision For Investment 2,177.98 2,867.66 1,887.90

Profit Before Tax 4,130.91 4,992.96 4,799.87

Provision For Tax (including Deferred Tax) 1,674.11 2,565.33 2,228.06

Profit After Tax 2,456.80 2,427.63 2,571.81

Balance Sheet

Authorized Capital 15,000.00 15,000.00 15,000.00

Paid up Capital 10,440.22 10,645.02 10,649.02

Reserve Funds & Other Reserves 9,365.62 10,318.64 11,418.96

Shareholders' Equity (Capital & Reserve) 23,483.22 24,148.24 25,455.85

Deposits 266,205.48 297,241.81 326,023.41

Investment 261,874.13 288,486.02 308,620.66

Investment in Shares & Securities 12,214.67 16,170.52 21,563.67

Fixed Assets 4,494.61 4,351.93 583388 | O g
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Total Assets (Excluding off-balance sheet items) 338,465.30 381,051.81 418,298.65 |
Foreign Exchange Business
Import Business 168,573.80 171,611.70 168,378.80
Export Business 114,481.90 108,567.10 104,939.40
Guarantee Business 7,096.02 8,274.25 10,511.21
Inward Foreign Remittance 36,917.20 37,713.40 43,807.00
Capital Measures
Core Capital (Tier-l) 22,379.93 22,817.41 23,930.89
Supplementary Capital (Tier-Il) 10,078.56 9,735.77 15,327.20
Tier-| Capital Ratio 10.12 10.22 9.74
Tier-ll Capital Ratio 4.56 4.36 6.24
Total Capital 32,458.49 32,553.18 39,258.09
Total Capital Ratio 14.68 14.58 15.97
Investment Quality
Volume of Non-Performing investment 12,690.72 14,100.41 11,769.58
% of NPls to Total Investment 4.79 4.82 38
Provision for Unclassified Investment 1,891.00 2,157.28 2,787.10
Provision for Classified Investment 3,946.09 6,022.02 6,436.96
Provision for Off Balance sheet Exposures 689.8 778.5 935.5

Share Infarmation

Number of Shares Qutstanding

1,044,021,750

1,064,902,185

1,064,902,185

Earnings per Share (Taka) 235 2.28 241
Book Value per Share (Taka) 20.8 21.13 2235
Market Price per Share (Taka) 19.9 17,2 22.2
Price Earnings Ratio (Times) 8.48 7.56 922
Price Equity Ratio (Times) 0.96 0.81 0.99
Dividend per Share
Cash Dividend (%) 15 13 15
Bonus Share 2 - -
Ratios
Net Profit Margin% 3.42 3.73 3.45
Investment /Deposit Ratio 89.87 88.93 86.92
Return on Equity (ROE)% 10.46 10.05 10.1
Return on Assets (ROA)% 0.73 0.64 0.61
Cost of fund % 8.7 9.02 7.5
Cost /Income ratio in operating business (%) 49.41 44.82 50.2
Debt to equity Ratio 14.44 15.79 16.44
Total Debt to Total Asset Ratio 0.94 0.94 0.94
Gross Margin Ratio 0.72 0.77 0.68
Operating Income Ratio 0.58 0.5 0.52
Net Income Ratio 3.58 4.21 3.84
Total Debt to Tangible Asset Ratio 0.01 0.01 001 |8 F
A
-
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Al-Arafah Islami Bank Limited Deply npany Secre L

Head Office, Dhaka.

fah Islami B
N'ﬁf:gu Office, Dhaka.




Draft information Mermorandum

AIBL Mudaraba Perpetual Bond of BDT 5,000 Million

16. Credit Rating Report of the lssue:

Credit Rating of Issue

Outlook

Date of Rating
; Valid Till g Long Terrn  Short Term Rated By
Declaration Action
Navember :
May 09, 2021 08, 2021 A+ CRISL Indicative

Credit Rating of the Issuer:

Date of
Long Term Rated By Outlook

Valid Till Rating Action

Declaration

July 18, 2021 July 17, 2022 - AA CRISL Stable

Credit Rating Report of the issue is also annexed with this Information Memorandum, Kindly
check Annexure - 03

17. Credit Enhancement:
The financial instrument does not have any credit enhancement mechanism. Hence, such clause is not
applicable for AIBL Mudaraba Perpetual Bond.

18. Latest default matrix and Transition statistics of CRC:

Source of Information: http://crislbd.com/page/default-statistics .
http://eristbd.com/page/transition-rmatrix-srie gg{-‘
httpy/ferislbd.com/page/transition-matrix-corporate '5 '—.§
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Al-Arafah Istami Bank Lid.
Head Office, Dhaka.

Head Office, Dhaka
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Calculation of 3-years Cumulative Default Rate (CDR3) for 2015, 2016,

2017
CDR3

Se/ Mel 0.00%
Se/ MeZ 0.00%
Se/ Me3 1L22%
Se/ Med ' 3 71%
Investment Grade (Se/MEL-Se/Med) 3.090%
Se/Me-5 =g 51 44%
Se/Me-6 THO2%
Se/Me-T 100.00%
Se/Me-8 D00%
Sa/Me 9 0.00%

Calculation of Weighted Average MDR (wMDR) for 2011, 2012, 2013

MUHAMMED NADIM FCA
DMD & Chief Financial Officer (CFO)
Financial Administration Division
Al-Arafah Islami Bank Limited
Head Office, Dhaka

60

Md. Mahmu Llahman
Deputy Managing Direclor &
Company Secrelary
Al-Arafah Isiami Bank Lid.
Head Office, Dhaka.

Farman R. Chowd}t ury
Managing Direclor & GEO
Al-Arafah lslami Bank Lid
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CRISL SME Rating Transition Matrix (2016-2019)

SME-l1 000% 000% O0OD% O000% 000% 0O00%  OO00%  000% 000%  000%
SME-2 000% 7500% 2500% 000%  000% 000%  000%  0O0%  000%  0O00%
SME-3 000% 148% 9684% 146%  010%  010%  000% 000% OO00%  0O0%
SME-4  000% 057% 2501% 7416% 016%  000%  000%  0OD%  000%  QI0%
SME-5  000% 000% 0O0D% 000% 10000% 0O00% 000% 0O0%  0O0%  000%
SME-6  000% 000% 000% 000% 000% O00% 0O00%  000%  000%  000%
SME-7 0.00% 000% DODR  000%  000%  O00% 10000% O0O0%  000%  00D%
SME-8 000% 000% DODO%  OO0% 0O00%  000% 000% BOO%  000%  QOD%
SME-9 000% 000% 000% 000% 000% 000% CO0% O00%  000% 000%
SME-10 060% 000% 000% 000% O000% O0O00% 000% 000% 000%  000%

CRISL Corporate Rating Transition Matrix (2014-2019)

AAA  10000%  000% 000k  000% 000% QO00%  0O00% 000% 000%  000%

Ad T.58% B485%  T5TR 0.00% 0.00% 000%  000% 0.00% 0.00% 0.00%
A 0.00% M7 BLEZ% 265% 038% 0.00% 0.38% 0.00% 0.06% 0.00%
BEB 0 00% 033% 1839% TE6f%  434% 033% 0O0% 0OO%  000%  O00%
BB 0.00% 0.00% 0.00% 909%  BLE2% 909%  DO0%  0.00% 0.00% 0.00%
B 0.00% 0.00% 000%  000% 000% 5000% 5S000% QO0O%  000%  000%
cce 0.00% 0.00% 0.00% 0.00% 0.00% 000%  0O0% 000% 000% 000%
CC  0OD%  000% 0OD%  000% O0O0% 000% 000%  000% 000K  000%
c 0.00% 0.00% 0.00% 0.00% 0.00%  0.00% 0:00% 000% 10000% 000%
D 0.00% 0.00% 0.00% 0.00% 0.00% 000% 0.00% 0,00% 000% 0.00%
SE
£SF
(R
19. Description of the Trustee: g § <
MTB Capital Limited: ';-':,' l? g
1 E

MTB Capital Ltd. (MTBCL), a fully owned subsidiary of Mutual Trust Bank Limited is a full-fledged Merchant & g g
Bank licensed by the Bangladesh Securities and Exchange Commission (BSEC) on December 06, 2010. =
MTBCL was incorporated on October 08, 2009 as a private limited company with the registrar of loint

Stock Companies and Firms Bangladesh Dhaka under Companies Act, 1994 with the objective to carry out

the business as Issue Manager, Underwriter and Portfolio Manager. As a fully owned Subsidiary of Mutual

Trust Bank Ltd, MTB Capital Limited has already started its operation on April 18, 2011,

The company strongly believes to extend its co-operation and value added services to our respected

clients. We also believe that MTB Capital Limited will play a vital role in the capital market for its g
development and future growth.
T <
Authorized Capital : BDT 50,00,00,000/- gﬁ‘
Paid-up Capital : BDT 33,98,89,000/- S
Net Worth/Equity : BDT 36,38,48,678/- 8 EJ
5 4
8
61 g4
Md. Mahm% “hie :
MUHAMMED NADIM FCA Deputy Managing Director & E.n,?,f-,ma, .n g ';ré:rillu4r’=\:1'r_:. hé%
DMD & Chief Financial Officer {GFOI .P.I-Ac.rg'll'.la%at'; aﬁ'lal‘cﬂrgf'lﬂkr{_ld AlA ;_"d}r[al‘: | 1 3 :'| |’; .'-_'.L k Jg'_ ()
Financiat Auminisiration Division Head Office, Dhaka. Head Dffice Dhzka

Al-Arafah Islami Bank Limited
Head Office: Dhaka



Registered Address:

Chandrashila Suvastu Tower (2™ Floor)
69/1 Panthapath,

Dhaka

1205

Telephone :88-02-9641158,

Key Management:

o1 Mr. Mr. Khairul Bashar Abu Chief Executive Officer (CEO)
" | Taher Mohammed
a2 Mr. Md. Ashadul Islam (Ashad) Relationship Manager
: {Board Secretary and Compliance Officer)
03. | Mr. Proshanta Kumar Kar Assistant Relationship Manager (Finance and Accounts)
; g
ad. | Me. M. NasimulLdlam Assistant Relationship Manager .
(Issue Management and Corporate Advisory)
2uo
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MUHAMMED DIM FCA ggpu?;sh?gn;aging D!I‘Emﬂfg Fafmg];'- F';’ Chn el
DMD & Chief Financial Officer (CFO) Company Sgaoretary LL'MHE:T_H_'],; Dirarta: "[,l_':;
-Aratah islami Bank 110

Financial Administration Division
Al-Arafah Istami Bank Limited
Head Office, Dhaka

Al-Arafah Isiami Bank Lid Y
Head Office, Dhaka. Aratah Islami Bank L1g
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19.1 Due Diligence Certificate of the Trustee

| @M i A Mautual Trust Bank Comapny
You can invest with s

Chiie Didgeescy CetMficate of the Trusies

June OT S021
The Chaifman
Bastwgiacesh Securibes and Evchange Comeamsw
Becartms Cortetisasst Hhaban
P € A Bhe' e Rangls Nagar
Otwaia 1207
Darar S
ISSUANCE OF BOT S000.00 MILLION OF AL-ARAFAH ISLANM|) BANK LIMITED-
ALE MUuoARABA PERPETLIA RO M

e e enoer-noted Trustes 10 e SDowe Mentorsd [oMhoormeng iSus stae e ooy
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g:ﬁ
(a1 AS miormason and doCuments B @O TIERNL D Uhe IBN00 have DEOD reoeived and '§
Enariined by us ang the areft invdormabon Memorandum, draft Deed of Trust nna dvafi a‘g
Sutecnpiaon Agraenent ferwaitdod 10 Y Dormmsstion has beon approves by us -
mnmmmmu—u-mmanmunwmm P @i ¥
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Dangiacdesh Secuyrtes and Eschange Comrminson (Dol Securies) ules T021 nave
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Thumt 10 e exsculed with e maus nd shol sssuna the dutes and responas bises 3w
denclibed i v Deed of trust and i ihe Information Mesmorandum

(o) YWe shall alne abide by the Bongiadesn Socuses and Erxchonge Commession (et
Securtes) Hules 2021 ond contliions ngceed by the Commisson as regards of the
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TS Capital Ltd. Chendraahils Sivasty Tomes (2 Flsor), 6001, Panttupath, Divabs 12035, Tel! + 58 02 9641158
Fac +B802 0641155 £-mall o miScapEctutosTraibenk com, Webs wes it ap oo

Due D.il-i_g_ence. Certificate is also annexed with this Information Memorandum. Kindly check
Annexure - ||
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%%I-:WMED Elljﬂm ;% %ﬁ%ﬂtﬂﬂglhﬂr [ﬁmntor & Managing Director & CEO
T e G oo g Bt Al-Arafah lstami Bank Ltd
. Hnadlgﬁia;hmm . N'Hm &E&T" Eﬁ;‘ﬁ"m' Head Office. Dhaka
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20. Modus Operandi of the Issue:

The Issuance of Mudaraba Bond

Notwithstanding anything contained anywhere in the Trust Deed, the Bonds shall be issued in
dematerialised form as per the COBL Bye Laws and the Issuer shall apply to the respective stock
exchange(s) for listing in the Alternative Trading Board (ATB) immediately from the date of availing ATB
facilities under the Bangladesh Securities and Exchange Commission (Alternative Trading System) Rules,
2019 and respective regulations of the stock exchange(s) in this regard.

if the procedure of dematerialisation of the Bonds is not completed with the Central Depository
Bangladesh Limited (CDBL) before the Issue Date of the Bonds as per the CDBL Bye Laws, each series of
Bonds will be issued in script form and represented by Mudaraba Bond Certificates, On the date on which
any Mudaraba Bond Certificates are issued, the Register shall be completed by or on behalf of the Issuer
by the Registrar. On or promptly following the date of issuance, the Registrar shall procure delivery of the
duly executed and authenticated Bond Certificates to the registered Bondholders.

The Bond shall be rated by a Credit Rating Company and its periodical surveillance rating shall be done by
the said Credit Rating Company in line with the provisions of the Credit Rating Companies Rules, 1996 up

to the full and final redemption or conversion of the issued securities.

The Mudaraba Bond Certificates

Unless the Bonds are issued in demat form, the Mudaraba Bond Certificates will be printed in accordance
with applicable legal requirements substantially in the forms set out in Part - A of Schedule 1. The
Mudaraba Bond Certificates will be endorsed with the Conditions.

Signature g.u E E
The Mudaraba Bond Certificates will be signed manually by a duly authorised person(s) designated by the I§ ‘;_g_g
Issuer and will be authenticated manually by or on behalf of the Registrar, The Issuer may use the*%) fg g
signature of a person(s) who at the date of the Trust Deed is such a duly authorised person even if at the _,';-"g fﬂ
time of issue of any Mudaraba Bond Certificates he is no longer so authorised. Mudaraba Bond ,’;35-' &
Certificates so executed and authenticated will be binding and valid obligations of the Issuer. e _u_%? _'-:E.

Entitlement to treat Registered Holder as owner

The Register shall be prima facie evidence of any matter in relation to the ownership of the Bonds. Each

of the Issuer, the Trustee and any Agent may deem and treat the registered holder of a Bond as the §

absolute owner of such Bond, free of any equity, set-off or counterclaim on the part of the Issuer against | s g

the original or any intermediate Holder of such Bond (whether or not the Bond shall be overdue and <

notwithstanding any notation of ownership or other writing thereon or any notice of previous loss or theft 58\5
g%

of the Mudaraba Bond Certificate issued in respect of that Bond) for all purposes and, except as ordered
by a court of competent jurisdiction or as required by applicable law, the Issuer, the Trustee and the
Agents shall not be affected by any notice to the contrary. All payments made to any such Holder shall QE
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be valid and, te the extent of the sums so paid, effective to satisfy and discharge the liability for the
maneys payable upon the Bonds,

CALL-OPTION FEATURES
Each Bond shall be redeemed in accordance with Condition 8 (Exercise of Call-Option by the Issuer) of the
Trust Deed,

TRANSFER OF BONDS

Bonds are transferable subject to the terms and conditions set out in the Bond Documents. Each Bond
shall be transferred in accordance with Condition 4 (Transfer of Bands) of the Trust Deed.,

21. Termination and Final Settlement of the Proposed Bond;

The Bondholders may give a termination notice to the Issuer at any time on or prior to the Closing Date
if:
= Breach of obligation: The Issuer fails to perform any of its obligations under the Subscription
Agreement;
* Failure of condition precedent: any of the conditions precedent is not satisfied or waived by the
Bondholders on the Closing Date; or
® Force majeure: since the date of the Subscription Agreement there has been (i) any material
outbreak or escalation of hostilities involving Bangladesh or declaration by Bangladesh of a
national emergency or war or other calamity or crisis or (i) a material adverse change in
economic, political or financial conditions or currency exchange rates or exchange controls in

Bangladesh or international market, of such magnitude and severity in its effect on the financial
markets as to make it impracticable or inadvisable to proceed with the offer, sale, distribution or

delivery of the Bonds.

22. Details of fees structure and expenses:

The issue expenses will be borne by the Bank (i.e. Issuer). The estimated (projected) cost related with the
proposed unsecured contingent convertible AIBL Perpetual Mudaraba Bond of BDT 5,000 million may be

vin

Hang T:

as under:
Cost Related to the Issue Total Cost related to bond issuance is approximately BDT 2,50 crore
for the initial year and approximately 7 lacs for subsequent period.
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23. Additional Disclosures for IM under Public Issue:

i. Particulars of the Public Issue:

Issuer Al-Arafah Islami Bank Limited (the “Bank”/ the "Issuer”)
Name of the Instrument AIBL Perpetual Mudaraba Bond
Issue Type Unsecured, Contingent-Convertible, Fully paid up, Non-

Cumulative, BASEL lll compliant, Perpetual Debt instrument
for inclusion in Additional Tier | Capital

Total Issue size

BDT 5,000,000,000/-

Mode of Issue

90% Private Placement and 10% Public Issue

Public Issue Size

BDT 500,000,000/- (10% of the total issue)

Face Value/Issue Price

BDT 5,000/- per Bond

Number of Public Issue Unit 100,000

Bonds per lot 01 Bond

Market Lot 01 Unit

Maturity Period/Tenor The Bond is perpetual i.e. there is no maturity date and there

are no step-ups or other incentives to redeem.

Major Terms and Features

As per Term Sheet disclosed in page no. 15 - 19

Issue Manager/s

UCB Investment Limited and Prime Bank Investment Limited

Underwriter Islami Bank Capital Management Limited
Credit Rating Company for the Credit Rating Information and Services Limited
Issue

ii. Particulars of the Parties related to Public Issue:

Particulars of the Issuer:

Name & Address

Contact Contact Person

Al-Arafah Islami Bank Limited
Head Office, Al-Arafah Tower,
63, Purana Paitan,
Dhaka-1000

PABX: +880 2 44850005-20
Tel: +880 2 44850022
Maobile; +8801711533266
E-mall: mdddaibl com.bd

Mr. Farman R Chowdhury

Managing Director

PABX: +880 2 44850005-20 Ext-270
Tel: +880 2 44850028

Mobile: +8801819494980

E-mail: nadim@aibl.com.bd

Mr. Muhammed Nadim, FCA

Deputy Managing Director

Particulars of the Issue Manager/s:

Name & Address

Contact Contact Person

UCB Investment Limited
Bulus Center (17*" Floor), Plot: CWS (A)1,
Road: 34, Gulshan Avenue, Dhaka- 1212

Tel: + 8801927 111 555

E-mall: tanzlg.aFngirQ_ wech.com.bd
Website: http://www, uch-

investment.com

Tanzim Alamgir
Chief Executive Officer
UCB Investment Limited
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Prime Bank Investment Limited
Tajwar Center (5th Floor), House: 34, Road
No: 19/A, Banani, Dhaka-1213

Tel: +88 01730031810

E-mail; taihao@otil.com.bd

Website:
https:/fwww.pbil.com.bd/Home/Inde

X

Khandoker Raihan All,
FCA
SEVP & Chief Operating
Officer

Particulars of the Underwriter:

Name & Address

Contact

Contact Person

Islami Bank Capital Management Limited
Mia Amanullah Bhaban (5th Floor),
63, Dilkusha C/A, Dhaka-1000, Bangladesh

Tel: + 88 01313084373

E-mail; md@ibem|bd.com

Website:
http://www.islamibankbd.com

Mohammad Abdur
Rahim, FCA
Managing Director &CED
Islami Bank Capital
Management Limited

Particulars of the Stock Exchanges/s in which the security to be listed:

Name & Address

Contact

Contact Person

Dhaka Stock Exchange Limited
DSE Tower, Road: 21, House: 46
Nikunja, Dhaka-1229

Tel: 88 02 9564601,
BB02 9576210-18

Fax: B8 02 9564727
88 02 9569755

E-mail: research@dsebd.org

Website; www.dsebd.org

Mrs. Souzia Afrin
Librarian

24, Conditions imposed by the Commission in the Consent Letter:

As per the consent letter from the Commission.

25. Particulars of Underwriter and Amount Underwritten:

Website:
hitpy/ fwww.Islamibankbd. com

Tel: + 88 01313084373

Name of the Underwriter/s Contact Amount Underwritten
Islami Bank Capital Management Tel: + 88 01313084372
Limited E-mail: md@ibemlbd.com BDT 10,000,000/~

/
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26. Declaration and due diligence certificates as per Annexure(s)-1, 11,111 & IV:

Annexure- |
Declaration about the responsibility of the Managing Director of
the issuer or originator in respect of the information memorandum

[Rule 4{2)(a]]

This information memorandum has been prepared, seen and approved by us, and we, individually and collectively,
accept full responsibility for the authenticity, accuracy and adequacy of the statements made, information given in
the prospectus, documents, financial statements, exhibits, annexes, papers submitted to the Commission in support
thereof, and confirm, after making all reasonable inquiries that all conditions concerning this public issue and
prospectus have been met and that there are no other infarmation or documents, the amission of which make any
information or statements therein misleading for which the Commission may take any civil, criminal or

administrative actions against any or all of us as it may deem fit.
We also confirm that full and fair disclosures have been made in this information memorandum to enable the

investors to make a well-informed decision for investment,

.
SEF
e
L
g
=8
k-
Sd/- 3 j H
Farman R Chowdhury =
Managing Director 2 gg
Date:

I'/ Md. Mah r Rahman

/ Deputy Managing Direclor &
MUHAMMED NADIM FCA Company Secretary
DMD & Chisf Financial Officar {CFO) Al-Arafah Islami Bank Ltd.
Financial Administration Divislon Head Offics, Dhaka.
Al-Arafah Istami Bank Limiied
Head Office Dhaka
68

Investment Limireq

me Bank

fiid

P



Annexure-l|
[Rule 3{1){m), 4(1)(c) and 4{2) (a)]
Due diligence certificate of the trustee

To
The Bangladesh Securities and Exchange Commission

Sub: Issuance of 900,000 units under private placement and 100,000 units under public offer aggregating to
1,000,000 units of Unsecured, Contingent-Convertible and Floating Rate Mudaraba Perpetual Bond of Tk. 5,000

each of Tk. 500,000,000 by Al Arafah Islami Bank Limited.

We, the under-noted trustee to the above-mentioned forthcoming issue, state as follows:

1. We, while act as trustee to the above-mentioned issue on behalf of the investars, have examined the draft
Information Memorandum, legal and other documents and materials as relevant to our decision; and

2, On the basis of such examination and the discussions with the issuer, its directors and officers, and other agencies;
independent verification of the statements cancerning objects of the issue and the contents of the dacuments and

other materfals furnished by the issuer,

WE CONFIRM THAT:

{a) all information and documents as are relevant to the issue have been received and examined by us and the draft
IM, draft deed of trust and draft subscription agreement forwarded to the Commission has been approved by us;

fique
imitag

(b) we have also examined all documents of the assets to be charged with the trust and are satisfied that the assets E;j
bear the value, title and charge status as disclased in the IM; E E 5
o 2
{c) while examining the above documents, we find that all the requirements of the Bangladesh Securities and 'E'g g
Exchange Commission (Debt Securities) Rules, 2021 have been complied with; “ '__'-;" E
5rs
53

{d) we shall act astrustee to the issue as mentioned above as per pravisions of the deed of trust to be executed with
the issuer or the originator, as applicable and shall assume the duties and responsibilities as described in the deed

of trust and in the IM;

(e} we shall also abide by the Bangladesh Securities and Exchange Commission (Debt Securities) Rules, 2021 and
conditions imposed by the Commission as regards of the issue; and

(f) the above declarations are unequivocal and irrevocable.
For Trustee

Sd/-

Chief Executive Officer
MTB Capital Limited
Date: June 07, 2021

¢ Bank Investment Limited

P

Ehandoker Raihan Ali FCA

MD & CEO (CC)

l"-’_'jl‘ﬂL'_: ngk

; s 2 @ﬂw
mMd. Mahmudur Rahman

ty Managing Diractor & Managing —i".:s-'!
MUHAMMER NADIM FCA Dop Y pany Secretary Al-Arafah ol
DMD & Chiaf Financial Officer (GFO) Al Arafgh Isiaml Bank Ltd d ar
Financial Administration Division Head Office, Dhaka fead Offic

Al-Arafah |slami Bank Limited
Head Office, Dhaka



Annexure-lil
Due diligence certificate by issue manager
UCB Investment Limited
[Rule 4(2}(a)]

To
The Bangladesh Securities and Exchange Commission

Sub: Issuance of and 100,000 units under public offer of Unsecured, Contingent-Convertible and Floating Rate
Mudaraba Perpetual Bond of Tk. 5,000 each amounting to Tk. 500,000,000 by Al Arafah Islami Bank Limited.

Dear Sir,

We, the issue manager(s) to the above-mentioned forthcaming issue, state and confirm as follows:

(1) We have examined all the documents submitted with the application for the above-mentioned issue, visited the
premises of the issuer or originator and interviewed the chairperson, directars and key management persennel of

the issuer or originator in connection with the finalization of the information memorandum pertaining to the said
issue;

{2) On the basis of such examination and the discussions with the directors, officers and auditors of the issuer or
originator, other agencies, independent verification of the statements concerning objects of the issue and the
contents of the documents and other materials furnished by the issuer or originator.

WE CONFIRM THAT:

{a) The information memorandum filed with the Commission Is in conformity with the documents, materials and =
papers relevant to the issug; 2

i
(k) All the legal requirements relating to the issue as also in the rules, notification, guidelines, instructions, etc. £
]

framed/issued by the Commission, other competent authorities in this behalf and the government have been duly = h
complied with; g
a f £

- . : . R

{c) The disclosures made in information memaerandum are true, fair and adeguate to enable the investors to make »= 5 g

a well informed decision for investment in the proposed issue and such disclosures are in accordance with the
requirements of the Companies Act, 1994, the Trust Act, 1882, the Bangladesh Securities and Exchange Commission
{Debt Securities) Rules, 2021 and other applicable laws;

(d) Besides ourselves, all the Intermediaries named in the information memorandum are registered with the
Commissiaon and till date such registrations are valid;

{e) We have satisfied ourselves about the capability of the underwriters to fulfil their underwriting commitments;

(f) The proposed activities of the issuer for which the funds are being raised in the present issue fall within the ‘main
objects’ listed in the object clause of the Memorandum of Association or other charter of the issuer or originator
and that the activities which have been carried out till now are valid in terms of the object clause of its Memorandum
of Association;

.

(g) Necessary arrangements have been made to ensure that the meneys to be received pursuant to the issue shall
be kept in a separate bank account and shall be used for the purpeoses disclosed in the use of proceeds section of
the information memorandum;

Khandoker Rathan Ali FCA

MD & CEO (CC)
Prirre Bank Investment Limited

(h) All the applicable disclosures mandated in the Bangladesh Securities and Exchange Commission (Debt Securities)
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Rules, 2021 have been made in addition to other disclosures which, in our view, are fair and adequate to enable the
investor to make a well-informed decision;

(i) We enclose a note explaining how the process of due diligence has been exercised by us in view of the nature of
current business background or the issuer or originator, situation at which the proposed business stands, the risk
factors, sponsors experiences etc, We also confirm that the due diligence related process, documents and approval
memos shall be kept in record by us for the next 5 (five) years after the issue of securities for any further inspection
by the Commission

(i} We enclose a checklist confirming rule-wise compliance with the applicable provisions of the Bangladesh
Securities and Exchange Commission (Debt Securities) Rules, 2021 containing details such as the rule number, its
text, the status of compliance, page numbers of the information memarandum where the rules have been complied

with and our comments, if any; g
&

(k) We also declare that we have not managed jssuance of securities in the last 05 (five) years. S
3

m

=

o

=

L)

Place: Dhaka, Bangladesh Sd/- ﬂ
Date: luly 27, 2021 Chief Executive Officer (Acting) E

UCB Investment Limited

e

Depuly Managing Direclor &

Company Sacretary x arman R. Chowdhury
MUHAMMED DIM FCA Al-Arafah Islami Bank Lid. ‘-13['13 ] Director & CEO
DMD & Chief Finangial Officer (CFQ) Head Offlce, Dhaka. ; e,
Financial Admin|stration Division faad 1 it Mg
AlArafah Islami Bank Limiled ; 1aka

Head Office, Dhaka 21

"

fficer {Act

Chief Executive 0

Khandoker Raihan Ali FCA

MD & CEO(CC)

UCB Investment Limited

imited

Prune Bank Investment



Annexure-lll
Due diligence certificate by issue manager
Prime Bank Investment Limited

[Rule 4{2})(a)]

To

The Bangladesh Securities and Exchange Commission

Sub: Issuance of and 100,000 units under public offer of Unsecured, Contingent-Convertible and Floating Rate
Mudaraba Perpetual Bond of Tk. 5,000 each amounting to Tk. 500,000,000 by Al Arafah Islami Bank Limited.

Dear Sir,

We, the issue manager(s) to the above-mentioned forthcoming issue, state and confirm as follows:

(1) We have examined all the documents submitted with the application for the above-mentioned issue, visited the
premises of the issuer or originator and interviewed the chairperson, directors and key management personnel of
the issuer or originator in connection with the finalization of the information memerandum pertaining to the said
isstie;

{2) On the basis of such examination and the discussions with the directors, officers and auditors of the issuer or
originator, other agencies, independent verification of the statements concerning objects of the issue and the

contents of the documents and other materials furnished by the issuer or originator. g -E k-
1]
os .-

e EE

= i

WE CONFIRM THAT: = § =
m @

-]

S£ £

(a) The information memorandum filed with the Commission is in conformity with the documents, materials and Y 5 E
papers relevant to the issue; ‘N 0o
o g 3

=05

(b) All the legal requirements relating to the issue as also in the rules, notification, guidelines, instructions, etc.
framed/issued by the Commission, other competent authorities in this behalf and the government have been duly

complied with;

(c) The disclosures made in information memorandum are true, fair and adequate to enable the investors to make
a well informed decision for investment in the proposed issue and such disclosures are in accordance with the
requirements of the Companies Act, 1994, the Trust Act, 1882, the Bangladesh Securities and Exchange Commission
(Debt Securities) Rules, 2021 and other applicable laws;

(d) Besides ourselves, all the intermediaries named in the information memorandum are registered with the
Commission and till date such registrations are valid;

(g) We have satisfied ourselves about the capability of the underwriters to fulfil their underwriting commitments;

(Iceﬂmﬂﬂc} Ali FCA
Bank Investment L imiged
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(f) The proposed activities of the issuer for which the funds are being raised in the present issue fall within the ‘main
objects’ listed in the object clause of the Memorandumn of Assaciation or other charter of the issuer or originator
and that the activities which have been carried out till now are valid in terms of the object clause of its Memorandum

of Association;

(g) Necessary arrangements have been made to ensure that the moneys to be received pursuant to the issue shall
be kept in a separate bank account and shall be used for the purposes disclosed in the use of proceeds section of
the information memorandum;

(h} All the applicable disclosures mandated in the Bangladesh Securities and Exchange Commission (Debt Securities)
Rules, 2021 have been made in addition to other disclosures which, in our view, are fair and adequate to enable the
investor to make a well-informed decision;

(i) We enclose a note explaining how the process of due diligence has been exercised by us in view of the nature of
current business background or the issuer or originator, situation at which the proposed business stands, the risk
factars, sponsors experiences etc. We also confirm that the due diligence related process, documents and approval

memos shall be kept in record by us for the next 5 (five) years after the issue of securities for any further Inspection
by the Commission;

(il We enclose a checklist confirming rule-wise compliance with the applicable provisions of the Bangladesh
Securities and Exchange Commission {Debt Securities) Rules, 2021 containing details such as the rule number, its
text, the status of compliance, page numbers of the information memorandum where the rules have been complied

with and our comments, If any;
(k) We also declare that we have managed issue of securities of the following issuers including originators in the last

05 (five) years

sl Name of the Issue Issue Dividend Payment Histary Catagory
MNe, | Issue Date Price 2016 2017 2018 2019 2020
1 Sea Peral March 10.00 0% 0% 0% 5% B 1% C B
Beach Resort | 28, 2019
& Spa Ltd
2 Fortune July 24, 10.00 0% .| 12% B 15% B | 18% B 5% B A
Shoes Limited | 2016 2%C 5% C
Place: Dhaka, Bangladesh Sd/f-
Date: July 27, 2021 D 8. CEQ{CC]
Prime Bank Investment Limited

d. Mahm man
'\!)ﬂapuly Managing Director &
Company Secretary i el
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Annexure-IV

Due diligence certificate by Underwriter
Islami Bank Capital Management Limited
[See Rule 4 (2)(a)]

To
The Bangladesh Securities and Exchange Commission

Sub: Issuance of 100,000 Number of Unsecured, Contingent-Convertible and Floating Rate Perpetual Bond Tk.
5000 each of Al Arafah Islami Bank Limited.

Dear Sir,

We, the under-noted Underwriter(s) to the above-mentioned forthcoming issue, state individually and collectively
as follaws:

{1) We, while underwriting the above-mentioned Issue on a firm commitment basis, have examined the draft
infarmation memorandum, other documents and materials as relevant to our underwriting decision; and

(2) Onthe basis of such examination and the discussions with the issuer or originator, its directors and officers, and
other agencies, independent verification of the statements concerning objects of the issue and the contents of
the documents and other materials furnished by the issuer or originatar.

WE CONFIRM THAT:

We are registered with the Bangladesh Securities and Exchange Commission as a merchant banker and eligible to
carry out the underwriting activities. Qur present paid-up capital stands at Tk. 300,000,000 (Taka Thirty Crore Only)
and we have the capacity to underwrite a total amount of Tk, 1,500,000,000 {Taka One Hundred Fifty Crore Only) as
per relevant legal requirements. We have committed to underwrite for up to Tk, 100,000,000.00 (Ten Crare only)

for the upcoming issue.

{a) At present, the following underwriting obligations are pending for us: (Name of issue and amount underwritten)

51, No. Name of the Company Amount Underwritten {in BDT)
01 Master Feed Agrotec Ltd. 12,500,000.00
02 Subra Systems Ltd. 20,000,000.00
03 Achia Sea Foods Ltd. 10,000,000.00
04 Union Bank Ltd. 250,000,000.00
Total 292,500,000.00

{b} All information as are relevant to our underwriting decision have been received by us and the draft 1M
forwarded to the Commission has been appraved by us;

{c) We shall subscribe and take up the un-subscribed securities against the above-mentioned issue within 15
(fifteen) days of calling up thereof by the issuer or originator; and
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(d) This underwriting commitment is unequivacal and irrevacable,

For the Underwriter:

sD/-
Mohammad Abdur Rahim, FCA

Managing Director & CEO
Islamni Bank Capital Management Limited

Date: July 08, 2021

P
ing Direetar B Farman R 'l::-hl'_ll.-'.idh-ur).
Managing Director & CEQ
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The Due Diligence Certificates are also annexed to this Information Memorandum as mentioned

below:

a) Declaration about the responsibility of the Managing Director & CEO of the issuer or originator in respect
of the information memorandum [Rule 4(2)(a)] is annexed with this infarmation Memarandum. Kindly Check

Annexure = |

b) Due Diligence Certificate of the Trustee [Rule 3{1}im), 4{1)}{c) and 4{2) (a)] is annexed with this

Information Memorandum. Kindly Check Annexure — I

c) Due Diligence Certificate of the |ssue Manager/s [Rule 4(2)(a)] is annexed with this Information

Memorandum, Kindly Check Annexure — |11

d) Due Diligence Certificate of the Underwriter/s [Rule 4(2)(a)] is annexed with this Information Memorandum.

Kindly Check Annexure — IV

27. Public issue application procedure:

As per conditions in the consent letter to be issued by the Commission

28. Rights option/issue application procedure:

As per conditions in the consent letter to be issued by the Commission

29. Public offer application procedure:

As per conditions in the consant letter to be issued by the Commission
Md. Mahim n
MUHAMMED\NADIM FCA D""Etg#pﬁy Secrel{aec e
DMD & Chief Finangfal Otficer (CFO) Al-Arafah Islami B d
Financial Administration Division Haad Office, Dgzﬁa. :

Al-Arafah Isiami Bank Limiled
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Annexure - 01

Detailed Description and Information

1. Particulars of issuer:

As per Schedule A (part 1)

Name:

Al Arafah Islami Bank Limited (the “Bank”/ the “lssuer”)

Legal Status

Al-Arafah Islami Bank Limited was established in 1995 under the
Companies Act, 1994 as a Banking Company with Limited Liability by
shares. It is an interest free Shariah Bank of Bangladesh rendering all
types of commercial banking services under the regulation of Bank
Company Act, 1991,

| Details of contact information

Mr. Muhammed Nadim, FCA

Deputy Managing Director

PABX: +880 2 44850005-20 Ext-270
Tel: +880 2 44850028

Mobile: +8801819494980

E-mail: padim@aibl.com.bd

Date of Incorporation

18 June, 1995

Date of Commencement of
Business

27 September, 1995

Authorized Capital BOT 15,000,000,000 (as on 31 December 2020) ol S%D
| Paid-up Capital BDT 10,649,021,850 (as on 31 December 2020) = TEE
Total equity BDT 25,455,844,712/- ) ] BE=
| Total Liabilities BOT 392,842,807,715/- ] REE
Total Financial Obligations N/A | .E.- .E
 Total Assets BDT 296,855.69 Million ‘l 3 § g
Net Worth BDT 25,455,844,712/- | = 88
885

2. Particulars of Issue Managers:

Name of the issue managers UCB Investment Limited and Prime Bank Investment Limited
Legal status of the issue Prime Bank Investment Limited: Public Limited Com pany

managers UCB Investment Limited: Private Limited Company < %
=
All are licensed as Merchant Bankers under the Securities and E f]
Exchange Commission (Merchant Banker and Portfolio Manager) E
ls__ Regulations, 1996 ga%
Details of contact information | Tanzim Alalmgir SE
Chief Executive Officer | Eg H
UCE lhvestment Limited = &
Mobile: + 88 01927 111 555 J é@é

MUHAMME NADIM F
EMD & Chie! Financial Officer [CJE{:;
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Deputy Managing Direclor &

Farman R. Chowdhury
Mﬂnat“__i-“';r! Nire=inr CEO
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B Emall: tanzim.alamgir@uch.com.bd i
Khandoker Raihan Ali, FCA
Prime Bank Investment Limited
SEVP & Chief Operating Officer
Contact: 01730031810
Erail; raithan@pbil.com.bd
Name of the issue managed UCB Investment Limited:
by the issue managers N/A
Prime Bank Investment Limited:
l. Fortune Shoes Limited
2. Sea Pearl Beach Resarts and Spa Ltd
3. Particulars of the issue:
Name of the Instrument AIBL Mudaraba Perpetual Bond
Issue Type Unsecured, Contingent-Convertible, Fully paid up, Non-
Cumulative, BASEL Ill compliant, Perpetual Debt instrument for
inclusion in Additional Tier | Capital
Issuer

Al Arafah Islami Bank Limited

Unsecured
Purpose and Objectives To raise Additional Tier-1 Capital through issuance of AIBL

Mudaraba Perpetual Bond in order to strengthen its capital base in
accordance with Bangladesh Bank’s Guidelines on Risk Based

Nature of Instrument

Capital Adequacy (Revised Regulatory Capital Framework in line e E 'E
with Basel I11). EE E
The funds being raised by the Bank through the mentioned Issue 3 '-"E
are nat meant for financing any particular project. The Bank shall : % B
utilize the proceeds of the Issue for its regular business activities, % G g
The Bank shall not utilize proceeds of the Issue for any purpose 'E‘é %
which may be in contravention of the regulations/ guidelines/ @ & =
norms issued by the Bangladesh Bank and Bangladesh Security E g g

Exchange and Commission where applicable.

Arrangers UCB Investment Limited & Prime Bank Investment Limited

Trustee MTB Capital Ltd.

Paying Agent, Register, Transfer MTB Capital Ltd,

Agent

Rating Agency Credit Rating Information and Services Limited 5 g

Underwriter Islami Bank Capital Management Limited I £

Issue Manager/s UCB Investment Limited and Prime Bank Investment Limited ¥ < E

Legal Advisor Lex luris- Barristers, Advocates & Consultants ggg

Maode of Issue 90% Private Placement & 10% Public Issue .5 5"5

Facility Size BDT 4,500,000,000 under private placement and BDT 500,000,000 = g%
under public Issue g%ﬁ

No. of Bonds to be Issued 500,000 under private placement and 100,000 under public offer
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Face Value BDT 5,000/ (Five thousand Taka only)
Bonds per lot/ Minimum 01 bond for public issue and 10,000 for private placement
Subscription
Tenure Not Applicable, The Bonds shall be perpetual i.e. there is no
maturity date and there are no step-ups or other incentives to
redeem,
Investors The following class of investors are eligible to participate in the
offer;

* Public Financial Institutions which are duly authorized to
invest in Bands as per Bangladesh Bank Regulations

®* Mutual Funds, Insurance Companies, Scheduled
Commercial Banks,

* Co -operative Banks, Regional Rural Banks authorized to
invest in bonds/ debentures,

* Societies authorized to invest in bonds/debentures,

* Trusts authorized to invest in bonds/ debentures,

* Statutory Corporations/ Undertakings established by
Central/ State legislature autherized to invest in bonds/
debentures,

® Any other not mentioned in the list but is eligible to
subscribe as per regulations by Bangladesh Bank.

This being a private placement Issue, the eligible investors who
have been addressed through this communication directly, are
only eligible to apply.

Prior to making any investment in these Bonds, each investor
should satisfy and assure himself/herself/itself that he/shefit is
authorized and eligible to invest in these Bonds. The Bank shall be
under no obligation to verify the eligibility/a uthority of the investor
to invest in these Bonds. Further, mere receipt of this Disclosure
Document by a person shall not be construed as any
representation by the Bank that such person is authorized ta invest
in these Bonds or eligible to subscribe to these Bonds. If after
applying for subscription to these Bonds and/or allotment of Bonds
ta any person, is found to have been ineligible to invest in/hold
these Bonds, the Bank shall not be responsible in any manner.,
Rate of Return/ Profit Rate of return will be calculated based on the latest available
Distribution published deposit rate in Bangladesh Bank website. The average of
yearly deposit rate (1 year but < 2 vear) of scheduled Islamic banks
(1" Generation, 2™ Generation and 3™ Generation banks only)
excluding foreign Islamic banks and any z-category Islamic Banks
enlisted in capital market will be considered.

(The published deposit rate to be taken from “Announced Interest
Rate Chart of the Scheduled Banks (Deposit Rate)” published by
Bangladesh Bank in its website.) i
Rate of Return Range | Return Ceiling: 10% ~

MUHAMMED NADIM FCA Md. Mahmudur Rahman

Farman R. Chowdhury
nclal Officer {CFO g ot dar s
?—‘iﬂiwdall m:'&fmlsmlt?onﬁégiml Deputy Managing Direclor & Managing Dirretor & CEQ

i Company Secreta Al-Aratah |
Al-Arafah Islami Bank Limited AR Bani?lr.td_ ,:,

Chief Executive Officer {Acting)
UCB Investment Limited

Kazi Sanjana Taufigue

Khandoker Raihan Afi FCA
(cc)
Prime Bank Investment Limited

MD & CEO
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Return Floor: 6% (subject to having available distributable profit)
Margin with Rate of Return 2.50% |
Listing Status Listed as per BSEC Regulation
Quotation Day Five (05) days before the first day of any period for which a rate of
return is to be determined
Rate of Return Discretion The bank will have full discretion at all times to cancel
distributions/payments to the bondholder
Exercise of Rate of Return Any return payment will be distributed subject to having available
Discretion distributable profit of the issuer
Payment of profit Annually, payment will be made end of calendar vear

Any payment will be made within 30 days of payment date after

that late payment clause will be in effect

Late Payment Issuer shall pay a [ate payment penalty of 2% (two per cent) higher

than the Coupon Rate and be payable on the amount not paid on

the due date till the date of actual payment unless exercise of
coupon discretion is not in effect.

Business Day Convention/Effect * [f any Coupon/ Interest Payment Date falls on a day that is

of Holidays not a Business Day, the payment shall be made by the Bank
on the immediately succeeding Business Day.

* If the Call Option Due Date (also being the last Coupon
Payment Date, in case Call Option s exercised) of the
Bonds falls on a day that is not a Business Day, the Call
Option Price shall be paid by the Bank on the immediately
preceding Business Day along with interest accrued on the
Bonds until but exeluding the date of such payment.

Late Redemption Not Applicable.

Since the instrument is perpetual in nature i.e. there is no maturity

date; |ate redemption is not applicable unless and until it i eligible

Kazi Sanjana Taufique
Chief Executive Officer {Acting)
UCB Investment Limited

for call option criteria, -i?

Put Date Not Applicable
Put Price Not Applicable
Call Option Can be exercised only after ten years of issuance, with prior
approval from the Bangladesh Bank
Call Option Eligibility 3. Replace this instrument with capital of the same or better |
quality that are sustainable for the income capacity of the

Bank, or,

4. Capital position is abave the minimum
requirements after the call option is exercised

Claim Settlement in the event of | Claims of the investors on the bond are:

Liquidation or Wind-up 4. Superior to the claims of investors in equity shares and
perpetual non-cumulative preference shares, if any, of the :
bank whether currently outstanding or issued at any time
in the future.

5. subordinated to the claims of depositors, general creditors
and subordinated debt of the Bank other than any
subordinated debt qualifying as Additional Tier 1 Capital
(as defined in the Basel Il Gu:ﬁehrﬁ}}‘nf the Bank;

MUHAMMER NADIM FCA Md. Mahm

DBMD & Chief Financial Officer (CFO) Daputy Managing Director &
Financlal Adminisiration Division Company Secretary
Al-gratah tslami Bank Limited Al-Arafah Istami Bank Lid.

Khandoker Raihan Ali FCA
MD & CEO (CC)
¢ Bank Investment Limitec

Prim
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6. Is neither secured nor covered by a guarantee of the issuer
nor related entity or other arrangement that legally or
economically enhances the senjority of the claim vis-3-vis
bank creditors

Notwithstanding anything to the contrary stipulated herein, the
claims of the Bondholders shall be subject to the provisions of Loss
Absarption in this terms and features.

Loss Absorption

Any losses will be absorbed in the following manner:
Conversion to common shares at pre-specified trigger point as

needed to reach the minimum consalidated CET-1 ratio as per

Bangladesh Bank requirement (Currently of 4.,50%).

Loss Absorption Methodology

CET-1 on Trigger Date will be considered to identify the shortfall
percentage and it will be converted into common shares
eventually. If afractional share issuance arises Upon conversion,
the issuer will round the number of shares issuable, up to the next
whole number.

Trigger Point for Loss
Absorption

If the bank’s consolidated CET-1 falls below Bangladesh Bank
requirement (Currently of 4.50%) and stays below for 03 {Three)
successive quarters; then, the 3" quarter-end date of consecutive
below-minimum CET-1 Ratio would be the Trigger-Point (date),
Once the trigger point has been reached and exercised, the cycle
will start again.

Conversion Strike Price

Average of 180 business days market price prior to the trigger point
or par value (currently BDT 10tk) whichever is higher,

Payment Suspension
Methodology

In case of the event of exercise of Loss Absorption feature of the
Bond, any coupon payment in between the Trigger Point and
publication date of audited financials will be suspended. The
bondholder will not be eligible for the coupen payment if the same
situation prevails (Bank's consolidated CET-1 ratio remains below
the regulatory requirement of 4.5%) after the publication of
audited financials, In case of conversion on Trigger Point Condition,
the portion that will be required to be converted, Coupon Payment
will never resume back for that portion. The portion that shall not
be converted, payment will resume from next coupon date for that
non-converted portion, but subject to CET-1 Ratio remaining
reaching 4.50% or above, and interest will he paid along with
previous coupon for this portion.

No penal/additional/delay fee shall be charged on the Issuer for
the period when coupon(s) payments are suspended.

Events of Default

Not Applicable,

It is further clarified that cancellation of discretionary
payments/coupon shall not be deemed to be an event of default.
The Bondholders shall have no rights to accelerate the repayment
of future scheduled payments (coupon or principal) except in
bankruptey and liquidation.

MUHAMMED NADIM FCA Md. Mahn’%r Rahman Earman |

iaf Fi Deputy Managing Direclor &
DMD & Chief Financial Officer (GFO) chmpany o
Al-Arafah Islami Bank Lid. Al-Arz

Financial Administration Division
Al-Arafah Islami Bank Limiled
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Chief Executive Officer {Acting)
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Kazi Sanjana Taufique
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Issuer needs to take prior consent from AT-1 (AIBL Bank Perpetual
Bond) bondholders to issue new Tier-ll capital over maximum limit
as set by Bangladesh Bank,

Dividend Stopper Clause will be applicable to these Bonds and it
will stop common equity holders' dividend payments on common
shares in the event the holders of the Bonds are not paid coupan.
In the event the holders of the Bonds are not paid coupon, they
shall not impede the full discretion that Issuer has at all times to
cancel distributions/payments on the Bonds, nor will they impede

Consent Right of Bondholders

Common Equity Holders’
Dividend Stopper Clause

[ hinder:
{iv) The Re-Capitalization of the Issuer.
{v) The Issuer's right to make payments on other

instruments, where the payments on this other
instrument were not also fully discretionary

{vi) The Issuer's right to making distributions to

shareholders for a period that extends beyond the

point in time that coupon on the Bonds are resumed.

The normal operation of the Issuer or any restructuring

activity (including acquisitions/ disposals).

Freely transferable in accordance with the provisions of the Deed

ansf lity/Li
_Tr nsferability/Liquidity of Trust.
A+ (Indicative)
Credit Rating of the Issue Publishing Date: May 09, 2021
Validity Date: November 08, 2021
AA (Stable)
Credit Rating of the Issuer Publishing Date: july 18, 2021 S®3
Validity Date: July 17, 2022 _;‘-‘_" $E
: : ; =5
Caitilelatag b thaissus Total C:.:us? related to bond |ssu.ance is approximately BDT 2.50 ﬂ:cre K] é =
for the initial year and approximately 7 lacs for subsequent period. nSa
The Bonds are governed by and shall be construed in accordance 32 .E
Governing Law with the existing laws of Bangladesh. Any dispute arising thereof E E 8
shall be subject to the jurisdiction of courts of Ba ngladesh, o= ;E
g38
4. Particulars of the Trustee:
Name of the Trustee MTB Capital Limited |
Paid-up capital of the Trustee | BDT 33,98,89,000/-
Net worth of the Trustee BDT 36,38,48,678/-
Name of the issue where AB Bank Ltd., One Bank Ltd., United Commercial Bank Ltd., Standard Q ‘Lé
performing as Trustee Bank Ltd., United Finance Ltd., BRAC, Trust Bank Ltd. = |
- =
6
, 2o
5. Particulars of the Credit Rating Company: _E ok
o
— - S|
Name of the Credit Rating Credit Rating Information and Services Limited ’ -‘g’gﬂ
B
— g
g8E

Company

32
MUHAMMED DIM FCA Earr R ChD\'--'J'.”'!f.ll'},"
DMO 8 Chie! Financtal Officer (CFO) Md. Mahmudur Rafiman Mz g Director & OEO
Financial Administration Divislon - pe oy Managing Director & Al-Arafak lstam: |
Al-Arafah 1slami Bank Limited Company Secretary s

Head Office, Dhaka Al-Arafah Islami Bank Ltd.
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Credit rating status of the
issuer

Long Term rating: AA
Short Term Rating: ST-2
Validity of the rating: 17 July, 2022

Latest default rate of the

2.28%

rating company
Average time to default of the

3 Years

rated category

Rating Trigger Not applicable
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CREDIT RATING REPORT
Oon
AIBL MUDARABA PERPETUAL BOND
(TK 500CRORE)

REPORT: RR/43764/21

This 5o |:_n;-|:frt rating fepo s per th ArpuianG of e Credit Rating Comtpanies Ruiss | 566, CRISL larig-teeent matins m
e enty sl inamtts fram the. dans of rating: Atter the -abova Beviod the instrument rating will noe ERA v vy winlecs
the bank goes A feting survedlance of its {rsiil e,

CRISL follawed Dabt Securities Methedofogy published in CRISL website Wy, cristd. o

— e

Long Term
A+ (indicative)
May 05, 2021

|_Issue Rating {Unsecured Perpetual Bond)
Data nf-!laling_l;lgg]araﬂpn

fax H8-02-853 0905 Rating Validity == S xanth =
&mail:
Errsiothioilinrilid, cnm

1.0  RATIONALE
Rating Contack: CRISL has assigned “a+* indicative (pronounced as “singia & pius" indicative) rating in ti
et Aghtiil Hisg lang term to praposed "AlBL Mudaraba Perpetual Bard (Tk 500 Crowe)* of Al-Arafah 1alan
Chief Aating Officer Bank Lmited. The abave rating has been assigned in consideration Bl the inhers
SR CrEIL, Ol fundamentats of the issie that Include  good return, a ‘trustee-adiministered By srien
Altlyste: mechanism for the bonds, features of call option and late payment pendlly, pusitive nproleat

Mo Mo BEdilh Alred
o Eensitn cnin

ML Firor AT Stxdmiul

garnings to support reguiar repayment of pbllgations etc. CRISL also gives due welghtage L
the Issuer's profile while assigning the rating as other than the sole commitenant of the issier
the instrument is not backed by any security or counter guarantgs by any third parly. W

assianing the rating CRISL duly factored Issuer's strength as a scheduied SHariah baeed

SLUBEOSOL. o which encompasses sound cradit profile and diversified business. mix, averaga fifiaac s
performance, good capital adequacy, averagé'l_lquiditj.r_,_ geod non-funded bisiness, divisksie
Encity Ratfng. business mix, experienced top managernant etc. However, the above factors are constralneg
« 2 some extent, by the feature of the bond which Inter alia includes the nature of the Bedd
toag Tern: A being unsecured and not guarsntead debt instrument, subordination to depasitars and ot
Sutlonk: Indicative bank liabilities, loss absorption risk, coupon payment cancellation risk atc,
Securitias rated i this category are adjudged to be of gnod cradit quality and offer adan!
safety fur imely repayment of financial obligations. Protection factors are considered varl
ArsL HHEMHABA' and miore susceptible to chianges in circumstances than sacurities i higher-rated categorss
PERPETUAL BOND

{TK 500 CRORE)

Issuance Afnournt:
TH. 5,000,080 million

Frustes;
M Caortal Limired

Laupon:

average rate or 4 (Six}
months  of fll-Hedogeg
sharialt  Dased  banks
iy for pracoging 180

The indicative ratng means the bond has been rated bassd on the draf legal decunentaticnm
and projections. However, aftor finalizing the above documentations, the firl rating will fe
assigned.

2.0

ISSUE FEATURE: PERPETUAL DEBT (TIER 1 BOND)

Al-Aratah Islami Bank Limitad (AIBL), a private shamph-baser commercial Bank will
‘AIBL Mudsmabia Perpetual Band' (hereinafter referred to as "Bond” O "the issue”) of T
5,000.00 million {5,000 units of Tk.1.00 million each lot). AIBL will lssue above Hind
augment Tier-1 capital base as per Basel-111 as well as diversitication of funding sources an e
Bangladesh Bank dirsctive through a private placement. The potentisl investors of the band
are  Banks/Non-Bank Financial Institutions, Mutual Funds, Insurance Companics. Cr
operative Banks, Societies authorized (o jnvest in bonds/debantures Trusts authorized 1o

AR R, invest in bonds/ debentures, Trusts authorized to Invast In Bonds/ debentures, Statutargd |
Corporations and Corporate Bodies. The bond is unsecured, cantingent- convertibls, nors )
Placement Progess: amulative and perpetual in nature. As the Bonds shall be perpetual L.e. there is no |T1:1.'-L|'-'.§
Priviate date and there are no step-ups or other incéntives to redeerm. The instrument GUES N0k Cay
aty faatunz of “Put Option". However, it has the feature af Call Opticn whith can be e §§
I.firfrm: anly after ten years of lssuance, with pricr approval from the Bangiadesh Bank 1= g
Lfrivsras

Fage 1 of L7

The rate of returh of the bond is latest availablie oublished depesit rate in Bangladies 5
website (The average of yearly depasit rate (1 year but < 2 year) of schaduled Istamic bar
(1" Generation, 20" Generation and 3™ Generation banks only) excluding forsian lsamic ba
and any z-categary Islamic Banks enlisted n capital market will be considerad. ). Angrt
yearly average deposit rate of scheduled Tsiarmilf ks, the bondhoiders will gat -':L'/da;:ﬂm-"-' i
margin of 2.5 9, ~

I
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Managing Direcioe Rating Officer
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CREDIT RATING REPORT
On
AIBL MUDARABA PERPETUAL BOND
(TK 500CRORE)

The bank will have full diseretion at all times to cancel distributions/pavinents to the
bondholder. Any return payiment will ba distributed subject to having available disteibitmle
profit of the issuar.

Coupon payment will be mads annually at end of calendar year, Any payment will b e
within 30 days of payment date after that lata payment clause will be In effect. [ssuer <lial
pay & late payment penalty of 2% (two per cant) higher than the Coupon Rate and be payoole
o the amount not paid on the due date til the date'of actual payment unless exercse of
Eaupon discretion Is not in effect.

The bonds may be listed as per BSEC regulation and will be frealy transferable llke ofher
securities,

UCE Investmient Limited will act as a Lead Arranger/ Manager to the lssia while MTR Capital

Lteh, will act as a trustes of the bands, Moreover, MTB Capital Ltd. will act ss Faving Adent,
Registar and Transfer Agent,

3.0 PURPOSE TO ISSUE PERPETUAL BOND

AIBL Is going to raise Additional Tiar-1 Regulatory Capital through issusnee of AIBL Miliara
Ferpetual Bond in order to strengthen its capital base in accordance with Bangladazh B
guidelines on risk based capital adequacy. The bank shall utilize the procegds of the lssis (6
Ies regular business agtivities. The bank shall not utilize proceeds of the issue for any' Do
which may be in contravention of the regllations/guidalines/norms issued By Bariglatins!
Bank and Bangladesh Security Exchange and Cammission where applicabie

4.0 ISSUER SUMMARY-AL-ARAFAH ISLAMI BANK LIMITED

Al-Arafan lslami Bank Limited (AIBL} was gstablished In 1945 undar the Companies Act, 1UL4
as banking company with liimitad liabllity by shares, It s an interest fres Sharish Bank 3
Bangladesh rendering all types of tommercial banking services under the regulation of Bank
Companies Act, 1991 (as amended in 2013). The bank conducts [ts business on the prnGipies
of Musharaka, Bai-Murabaha, Bal-Muazzal and Hire Purchase transactions approver v,

Lm Bangladesh Bank, Naturally, its modes and operations are substantially different from those of
S5 E other conventional commercial banks. There 15 a Sharlah Supervisory Committee 0 the hark
‘g _g_ E who maintains constant vigilance to ensure that the activities of the bank are being canduied
o -H- - as per Sharizh guldelines, The Shariah Supervisory Commitiee consists of prominant Ulermia,
L reputed Bankers, renowned Lawyers and eminent Economists. The bank wanl for [ulalic gstie
M of share In the year 1998 and its shares are listed with Dhaks Stock Exchange (DSE) sad
.gf Chittegong Stock Exchange (CSE). Presently, the bank has 182 Branches and 2 fthrps)
Subsidiary Companles namely AIBL Capital Market Services Limited, AIBL Capltal Managomen:

Limited and Millennium Infarmation Solution Limited (MISL). The principal activitios of &
Bank are to provide a comprerensive range of financial services incltcing {.'umrn-'_lrg
banking, consumer banking, trade finance and other telated custody and clearing sarvivesay)
the customers following the provisions of Baalk Companies. Act, 1991 (as amendasg
Bangladesh Bank's directives and tha principles of Islamic Shariah, As on December 31, 7205
the autherized and pald up capital of the bank stood at Tk, 15,000 million and Tk, 16, 64%: Q‘
millian respectively. The Head Office of the Bank is located &t 63 PuranaPaltan, Dhaka- 100 L.

5.0 ISSUER CREDIT RATING _ = J==2R & gg
T

Fssuar Rating A4 ERISL has assigned "AA" (pronounced &5 double A) rating In'the Lopg Term and "ST 2° rat

in the Shart Terin to Al-Arafah tslami Bank Limited (ALBL). This has been done hased an the
= : gperatienal and financial parformance. of the bank #@ona with all its relevant uantitativa amne
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The above ratings have bean assigned in consideration of its fundamentals such as averane
financial performance; good capital adequacy, average liquidily, good operational nistwork,
experienced top management atc. CRISL also observed decline in some of the indicatars ()
respect of asset quality, profitability, operatitig efficiency, considerable reschaduled and sty
order toan, high concentration of classified loan among top 20 defaulters ete,

The Banks rated in this category are adjudged to be of high auality, offer higher satety an
have high credit quaiity. This level of rating indicates a banking entity with a sound credi
profile and without significant problems. Risks are modest and ey vacy slightly from bime o

time because of ecanomic conditions.

The Short Term rating indicates high certainty of timely payment. LUguidity facters are st
and supported by good fundamental pratection factors. Risk factors are very small,

CRISL also viewed the bank with “Stable” outleok and does not foresee any majos slomifica
chandes in its overall operatignal perfarmance In near future.

6.0  BACKGROUND OF TRUSTEE

MTE Capital Ltd, (MTBCL), a fully owned subsidiary of Mutual Trust Bank Limited (& a full
fliedgad Merchanl Bank licensed by the Bangladesh Securities and Exchange Comunicsion
(BSEC) on December 06, 2010. MTBEL was incorporated on October 08, 200955 & piivile
limited company with the Registrar of Joint Stock Companies and Firms Bangladash Lindo
Companies Act, 1994 with the objective to cary out the business ss Issua  Manauer,
Undetwriter and, Portfolio: Manager. The company started its cormmercial operation-in Apeil 118
2011 as a full-fiedged merchant bank with services llke jssua MAMSIEMIENT, - undeswriting,
portfolio management and advisory services in capltal .and sacutities market. The paid
capital of MTBCL stood al TK.339:89 million against authorized capital af TK.500.00 million as
on December 31, 2019, The Reglstered Office of the company s logated at Chandrazlila
Suvasty Tower (Znd Floor), B0/1 Panthapath, Dhaka,

7.0 KEY FEATURES OF TRUST DEED

7.1 Powers and Duties of Trustee

* Applicable Law: Notwithstanding anything contsitied in this Trust Dead the Tridle

__ig =T shall have all such responsibilicy as set out [n the epplicable law Including bt (s Hot
gs& imited to The Securities and Exchange Cemmission [Private Placement of [el

Securities) Rules 20117,

«  Act fon Bondholders: Subject to applicable law and terms and conditions of this Trust
Dead the Trustee shall act on behalf and for the exclusive Interest of EE

Officer

vestment Limiy

Bondholders;

Jana Tauf;

Executive

Chief
UCB In

Bands and the terms and conditions of the Bond Documents. As soon as the Tri
is aware of any breach by the Issuer it shall immediately Inform the Bundh_n:tlr}Frf

4
3

s Monitoring: Trustes shall ensure that lssuer is observing the applicable law fur 'a'n-g

the Tssuer of Buch breach;

» Report lo BSEC: Trustee shall subinit an annual compliaice report to the BS
the activities of the Issuer including repayiment of dues to the Bandhalders |
Trustes shall submit such repert to the BSEC it shall provide copy to the Issu
the Bondholders. However, in case of any non-compltanca of tha Issusr, the tUsTo
shall first: provide a capy of the report to the Issupr with detaifs of such nie-
compliance and then submit to the BSE ‘
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Motitication of call or repayment: imimediately upon receipt of notice from the [reue
regarding @ Call Exercise Date in respect of any Bond, give to the respective
Bondholders notice In writlng of the amount of such redemplion or purchase by the
Issusr pursuant to the Conditions:

Grievances of the Bondholders: Upon receipt of a complaint from the Bondhalde
Trustee shall take negessary steps for redress of grievances of the Bondholgers
Within one month of the date of receipt of the complaints and he shall keap the BSEC
and the Issuer informed about the number, nature snd other particulars af the
complaints receved and the manner in which such complaints have been redressed

Trustee's datermination The Trustes may determine whether ar not a default in the
perfarmance or abservance by the Issuer of any obligation under the provisiciie of
Ehis Trust Deed or contalned In the Bonds is capable of remedy and If the Trusboe
shall certify that any such default is, In Its opinion, not capable of remisEdy, such
certificate shall be conclusive and binding Upoen the Issuer and the Bondholders-

Determination of questions: the Trustee as batween Itself and the Bondholoers <1
have full power to datermine all questions and doubts arising in relation o any of o
provisions of this Trust Deed and BVery such datermination, whather made upon =
question actually raised or implied in the acts or procesdings of the Trustee, shall be
conclysive and shall bind the Trustes and the Bondholders;

Trustee's discretion: the Trustee shall (save as expressly otherwise provided heren |
as regards all the trasts, powers, authorities and discretions vested. in it by this Truse
Deec or by operation of law, have absolute and uncontrolled discretion as to Hhe
2X81CiSe or non exercise thereof bub whenevar the Trustee |5 under the provisions wl
this Trust Deed bound to act at the request or direction of the Bondholders, the
Trustee shall nevertheless net be so bound: unless first indemnified andfor provided
with security to its satisfaction against all actions, proceédings, clalms and demmzngs
to which it may render itself liable and &l costs, charges, damages, expenses aid
liabilities which it may incur by so daoing:

Trustee's consent: any consent givan by the Trustee for the purposes af tiys Trygl
Deed may be given on such terms and subject to such wonditions (if any) ss the
Trustee may reguire;

Application of procesds: the Trustee shall nat be rasponsibla for the recepl
applicanion by the Issuer of the procesds of the issué of the Bonds or the delivery o
any Mudaraba Bond Certificatés to the Bondhaoldars;

Error of judament: the Trustee shall not be liable for any error of judgment made
good faith by any officer or emploves of the Trustes dasigned by the Trustee b
administer its corporate trust matters;

Agents: Subjact to the provisions of the Trust Act 1883 and The Sacurities —_g g
Exchange Commission (Private Placement of Debt Securities) Rules 2012, 1Hé %
may, In the conduct of the trusts of this Trust Deed instead of acting persg
employ and pay an agent on any tarms, whether or not a lawyer
professional perscn, to transact or conduct, or concur in transacting or dor
any business and to do or conewr in doing all acts required to be done by (hE
(including the recelpt and payment of money) with the cansent of Jssuer agd
Trustee, shall be responsible for any loss, liabllity, expefss, demand, cost, c:la-gq

proceedings incurred by reasan of the Mmisconduct, oimission or default an the o §
any person appointed by it hereunder or be bound o supervise the procied| meas)
acts of any such person provided that the Trustee had exercised reasonable care 0
the appointiment of such person:

Confidential information: the Trustee shall n
to do by & court of competent jursdiction)

Rahman

..l

an R Chpowe - =
Md N Wanagng Diector & - Farman R Chowdpgrg o e o
Depuly Secretary Manaair oF :
e fejami Bank L. Al-Araia: i LASITUl Mug
Al-prafah o8 S aka. ~aie . R Fating Ofificer
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confidential information or other information made available to the Trusten by the
Issuer In connection with this Trust Deed and: o Bondholdar shall be entitied 1o take
any action to obtain from the Trustee any such infarmation,

Determination of Profit Rate: the Trustee shall detarmine Applicable Profit Rate
accordance with Condition of the Band.

Exercise of Discretion

Notwithstanding anything in the Trust Deed to the contrary, the Trustee shall ot L
pBliged 1o exercise or goansider exercising any discretion or cansider rraking or mak
any determination (including, without limitation, any determination as to whetie
any fact or circumstance or ackivity o thing Is ‘material or substantial or complie:
with some such similar quantitative standard) or to consider taking or take any
action whatsoever in connection with ar under or purstant to the Bonds unless
directed to do so by the holders of nat less than BE spercent i principal @it of
the Bonds then eutstanding or if o directed by an Extraardinary Rasolutian ol
Bandholders,

The: Trustee will be responsibie for any loss, expense, damage, claim, cost, charae (i
liability which may be suffered as a result of any exerclse or non-exercise of &
discretion or the making or failure to make any determination or the taking or failire
o take any action by the Trustee, acting on the difsctions of the Bondholdsss
aforesaid or pending the provision of such a direction.

Rights duties and obligations of the bondholders

Each investor (Bondholder) shall enter into a separate Subscriplion Agresment with
the Issuer and shall be bound by the terms and econditions contained i sl
Subscription Agreégment containing In cetalls the rights and obhgatons of the
Investors, and which shall be an integral part of this Trust Deed.

The rights of the Bondholder are several and any debt ar other oaligation arismng
under the Subseription Agresment at any bme from the lssuer to any  otho
Eondholder(s) shall be s separate and independent debt. Each Bondbheider will [
entitled o protect and enforce Its Individual rights:. independantly of any  other
Bondholder and It shall not be necessary for any other Bondhalder{s) to be joined s
an additional party in proceedings for such purpose;

Each Bondholder has the right tn damand information from' the Issuer as set oust »
this Trust Deed and the Condition attachied in Schedile 1 Part B (Terms and
Conditions of the Bands),

Each Bondholder has the right to receive profit on the Band o6 the Prafit. Paymant
Date as set out in the Condition attached in Schedule 1 Part B (Terms. ang Tondition
of the Bonds).

Each Bondholder has the right to attend meeting of the Bandhalders ane vots Elyaral ok g
in atcordance with Condition 12 (Meetings of Bendholders, Modification, Waiver .-q..tﬁ

Substitution).
. 55‘
The Issper shall fully indemnify the Bondholder(s) fram and against any sxpenss Fa]
loss, damage or liabllity which any of themn may incur s par provisions of this Trus 5"
Deead in connection with the enforcamant, protection or prasetvation of any right 8 g
claim of the Bondhalders under the Transaction Docuimarnits,

2=
= :'g b
Rights duties and obligations of the issuer & @5

Covenant to Repay
The Issuer govenants with the Trustee that it will, d wehen the Bands o-any of the profl
A

payment under the Bonds become due for paymen

rincipal cn the Bm:m’w any i
_ﬂ"/-
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them becomes due to be repaid o accordance with the Conditions, unconditionally pay or
procure to be paid to or to the order of the Trustee in Bangladesh Taka in Dhaka in
Immadiately available freely transferabie funds, the profit paymerits or the principal amount of
the Bonds or any of them becoming due for payment, redemption or repayment on that date
and shall (subject to the provisions of the Conditions) untit all such payments (both before
and after judgment or other order) are duly made unconditionally pay or procure to be paid to
or to the order of the Trustee as aforesaid on the dates provided for In the Conditions profit
on the principal amount of the Bonds or any of them outstanding from time to time as set aut
in the Conditions provided that:

every payment of principal or profit [n respect of the Bonds or any of them made to o to the
account of the Paying Agent In the mannar provided in the Agency Agreement shall satisfy, to
the extent of such payment, the relevant covenant by the Issuer contained n this Clause
except (o the extent that there Is default in the subsequent payment thereof to the
Bendholders in accordance with the Conditions; if any payment of principal or profit in respect
of the Bonds or any of them is made after the due date, payment shall be desmed not to have
been made until either tha full amount |s paid to the Bondholders or, if earliar, the saventh
day after notice has been given to the Bondholders in accordance with the Conditions that the
full amount has been received by the Paying Agent ar the Trustee axcept, in the case of
payment to the Paying Agent, to the extent that there Is failure in the subsequent payment ta
the Bondholders under the Conditions; andin any case where payment of the whole or any
part of the principal amount due in respect of any Bond Is improperly withheld or refused
upon due presentation of a Mudaraba Bond Certificate, penalty shall accrue at apphcable rate
of 2,00 % p.a. for the Bond on the whole or such part of such principal afmount from the date
of such withholding or refusal until the date either on which' such principal amount due is paid
to the Bondholders or, if eatlier, the seventh day after which notice is given to the
Bondholders in accordance with the Conditions that the full amount payable In respect of the
sald principal amount is avaitable for collection by the Bondholders provided that on further
due presentation thereof such payment is In fact made.

The Trustee will hold the benefit of this covepant and the cavenants in Clause 11.3 (Covenant
to comply with Trust Deed, Conditions, Schedules, and Agency Agreement) and Clause 114
(Covenants by the Issuer) on trust for the Bondholdars.

Following an Event of Default
At-any time after any Event of Befault shall have occurred, the Trustee may:

By notice In writing to the Issuer, the Paying Agent and the other Agents, require the Paying
Agent and the other Agents or any of them, until notified by the Trustee to the contrary:

to act thereafter as agents of the Trustee under the provisions of this Trust Deed an the terms
provided in the Agency Agreement (with tonsequential amendments as necessary and save
that the Trustee's liability under any provisians thereof for the indemnification, remuneration

being held by the Trustee on the trusts of this Trust Deed in relation to the Bonds an the &

and payment of out-cf-pocket expenses of the Agents shall be limited to amounts for the time 5 g
5

terms of this Trust Deed and available to the Trustee for such purpose) and thereafter to hold_’g

of Bonds on behalf of the Trustee; and/orto deliver up all Mudaraba Bond Certificates and all,
sums, documents and records held by them in respect of Bonds to the Trustee or as the
Trustee shall direct in such notice provided that such notice shall be deemed not to apply %

all Mudaraba Bond Certificates and all sums, documnents and records hield by them in respectg

any document or record which the relevant Agent Is obliged not to release by any law o
regulation; andby notice in writing to the Issuer, require It to make all subsequent paymen
in respect of Bonds to or to the order of the Trustee and with effect from the issue of any suc
notice until such notice is withdrawn, sub-clause 11.1.1 of Clause 11.1 (Covenant to Repa
and (so far as It concerns payments by the Issuer) Clause 18.2 (Payment to Bendh}JdarsJ
shall cease to have sffect, L
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Covenant ta comply with Trusk Dieed, conditions; Schedules, Agercy Agréement and applicatis
law, :

The Issuer haraby covenants with the Trustee to comply with, perform and abseris 41| those
provisions of this Trust Deed, the Agency Agreement, the Conditions {including, ‘withaut
limitation, Condition 5 (Covenants)) and the other Schedules which are exprasser to he
binding on it and to parform and observe the same. The Bonds @re subject to the pravisions
conteined in this Trust Dead, all of which shall be binding upon the lssuer and e
Bondholders and all parsans claiming through or under them respectively. The Bondhalders
and all persons claiming under or through them respectivaly will also be entitied o the Depeli
of, and will be bound by, this Trust Deed and the other Bond Documents and will fie sl
to have notice of all of the provisions of the Bond Documents apglicabie to them

The Issuer hereby covenants with the Trustes to comply with, perfarm and observe ail those
provisions. of the appllcable law including but s not limited te The Securities and Exchanone
Comrmission (Private Placement of Debt Securities) Rules 2012, The Issusr agress that
Bendholders and all persons claiming under or through them respectively will also be entiled
to the benefit of, and will be bound by, the applicable law and, will be deemad te have note
of all of the provisions of the applicatile law applicable to tham.

The Trustee shall itself be antited to enforce the obligations of the Issuer under the Bonds
And the Conditions and. the applicable law as If the same were set out and contained it
Trust Deed which shall be read and construed as one document with the Bones,

Covenants by the Issuer
The Issuer hereby covenants with the Trustee that, so long as any of the Bands reffiai
outstanding, it will:

Books of account
At all times keep and procure that all ts Subsidiaries keep such books of account as sy b
necessary o camply with ail appiicable laws and so a5 to enable the financial statarmente ol
the Issuer to be prepared and allow, subject to confidentiality obligations under sosiicabi
law, the Trustee and any person appainted by It free access o the same at all raasomitl
times and 1o discuss the samie with respensible: officers of the Issuer;

Event of Default
Glve notice In writing to the Trustes forthwith upon becoming aware of any Event of Defyul
and without waiting for the Trustee to take any Further action;

Corparate Governance

Comply (and shall ensure that each member of the Groug will) in sl material respects with
the carporate governance guidelines seét out by the Bangledesh Bank and the Banglades)
Securities and Exchange Commissian,

50 far as permitted by applicable law, at all times give to the Trustee such nforriati
opinians, ceitificates and olher evidence as it shall reguire and in such form as it shall req e
in relation to [ssuer for the petformance afits abligations under the Bond Documents ‘g

Information g ::g

Execution of further Documents
S0 far as permitted by applicable law, at all times execute all such further doctments ane
all stich firther acts and things as rmay be necessary at any time or times in the apiian ¢
Trustee to give effect to the provisions of this Trust Dead;

Naotices to Bondholders
sendior procure to be sent to the Trustee not |less than 5 (five) business days prior (o e
tate of publication , one copy of each notice to ba given to the Bondbolders I AcanrTisngs
with the Conditions snd, upon publication, send @ Tristee two coples of stich aulice 3

-

Notification of non-payment

¢arman R. ChovROMrESGAT & CED

m & ing Dire . Asitul MHug
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hotify 'the Trustee forthwith in the event that (b does not, on or bafore the due date o
payment in respect of the Bonds or any of them, pay uncanditionally the full amouns in t
relevant currency of the moeneys payable on such dus date on all such Bonds;

Notification of late payment

In the event of the unconditional payment to the Trustee of any sum dué in respect af the
Bonds or any of them being made after the due date for payment theresf, forthwith dive
notice to the Bondhalders that such payment has been made;

Notification of Call Exercise Date

Nat less than 30 (thirty) days prior to the Call Exercise Dsatein respect of any Bond, give to
the Trustec rigtice in. writing of the amount af such redemption or purchase pursuanl Lo the
Conditions and duly proceed to redeem or purchase such Bonds accordingly;

Obligations of Agents:

Observe and comply with'its ubligations and use all regsonable endeavours to procure that 1
Agents abserve and comply with all their obligations under the Agency Agreement; mmintain
the Register; and notify the Trustes Immediately it becomes awane of any fmateral breach of
such obligations, or fallure by any Agent to comply with such obligations, in relation to the
Bonds;

Authorized Signataries

Upon the execution hereof and thersafter forthwith upoR-gny changa of tha same, deliver 1
the Trustee a list of the Authorised Signatories of the Issuer, togethor wilh certified specinen
signatures of the same; and

Payments

Pay moneys payable By it to the Trustes hereunder without set-off, counterciaim, daduction
withholding, unizss otherwise compelied by laws of the land,

8.0  MARKET ASPECTS OF ISSUING THE BOND

The Bangladesh bend market is still in its infangy. Onaof the main functions of a band okt
5 to provide long-term finance by creating alternative sources of finance through thie espits
market. From the investor's point of view, the main purpose of the band market |s to provide
& stable souree of income o the Investors against the volatile capital market. The Banalacesh
tapital market is yet to be developed as the required platform to create such a bond marker i
absent. Besides, the Investors are more intsrested in short term gains instead of waiting for 4
stable return. However, the introduction of Basel 111 may create a pdew avenue amont the
bankers to ssue bonds under Tier-T & Tier-11 capital to support its capital reguiremens
Bangladesh Bank already circulated the issue principles of the above bonds. Bangladesh Bank
fnas fix-up the maximum deposit rate at 6%, which create the demand of bond due 1o s
nlgher retismn, §
3

The logal currency bond market in Asia, increased significantly by 12.7% to USD 5, 370 billig
in FY2018 fram USD 4,771 billlon in FY2017. China dominates the Asizn local currenty bond
market with 47% share, followed by South Korea (22.25%) -and Japan (13.48%). Indonesia
(0.54%a), Phillppines (0.40%), Vietnam (0.06%) and Bangladesh (0.30%) have smaller Lo
markets as compared to other Asian countiies. The presence of the secondary market Has

¥
3

B
gg
played & vital role In the development of the bond market in Asian countries, As a percentace, .5‘" C=
of GOP, In 2018, Scuth Korea had the largest corporate debt markeb (73% of GOPY followe: 85
oy Malaysia (46% of GOR). In India, the torporate bond market is' 16% of GDP. In if!eriIE.ﬁ'lil.u#
87% aof the total outstanding bands are traded i1 the secondany market, fallewed py 05, 4 a‘g
India. The corporate bond market |n Banagladesh |s almost nanrexistent, with anly twe bonde
listed in the prime bourse at present namely ARSCL {Ashuganj Power Statlons Company Lta.)
Nan-Convertible and fully redeemable coupon bearing bond of Tk.6000,00 millllan,  tising
getting the permission from Bangladesh Security and Exchange Commissian [BSECY ) the
year 2020, Ancther listed bond |s IBBL Muds a Perpetual Bond (first perpetual Sharial
based instrument); werth of T.3000,00 mill pettig the permission rrunif,sx i i

Y= i" ﬁ;é-ﬂ : L,
Md. MahmJir Rahman Farman R Chm'.rdhr.lgg'; resident & CEO
ECT:

Deputy Managing Direclor & Managing Dirpriss & cEAEE. Asiful Mug
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year 2007,

50 far, a good number of commercial banks have |ssued a subordinated bond. Countries' firs
subordinated bond is issued by The Brac Bani Led. worth of Tk, 3000,00 million (Tk. 270000
million from the private placement and remaining Tk.300,00 from plblic Subscription}, i
getting the first permission from BSEC in the year 2010, to strengthen thelr additional Ter 11
capital base. A subordinated bond is a dabit security. 1t s referred th &5 subordinate bHecaus:.
debt providers. (lenders) have a subordinate status concerning the normal debt, If is alse
known &s a subordinated loan, debenture, or Junior debt that carries & lower-priority claim o
the Issuer's income or assets than that of other debt.

A faw of the banks also declared to issle bonds under Tier-l. The market snalysts are alsc
hopeful that such an issue will boost the other banks in issuing Tier-I bends because the
subscribers will |aarn a stable return from the Tier-1 bond In tha face of the existing volatiiy
of the capital market. CRISL, however, views that a goad number of mutual funds and other
Fls may include the bond i their portfolio for risk minimization through asset diversification
Due to the increase of the Asset Management Companles, they will be very much iterestd
to add Tier=1 bonds in their portfollc as Fixed Income Sacuritiss,

Perpetial bonds of banks often yield 2 higher rate than the Interest o fixad depusits. The City
Bank Lt and The Jamuna Bank Ltd. (both have been getting tha first permission from BSEC,
a5 well a5 One Bank and the Mutual Trust Bank's as non-shariah based instruments 1 e
year 2020 for Issuing of Tk.400 crore each to strangthen their additional Tier | capital base
Gnly a few banks are going to issue perpetual bonds to mest thelr long=tarm, capital
reguiramants as well as strengthen the Tier 1 capitzl base. Like other honds, even perpetia)
pands corme attached with the risk of liquldity, credit risk; and interest rate risk. If you are b
nvest in perpetual bonds, then you have to kesp in mind these aspects.

Unlike fixed deposits, perpetual bonds have no guarsntee even though they are fSalied Ly
banks, If a bank's capital dips below certain threshalds due to bad assets, they can sk
interest payments on these bonds and ever write-down their value. This makes fnem a 1ol
closer to'equity than debt, Investors should not becorme complacent simply because the ssus
is-a public sector bank.

Non-listing would carry an bank depencency for subscription to the perpetuzl bonds s th
diversified classes of Investors have a bare hunger for perpetual bonds withaut a smooth e |
raute that the secondary miarket offers in'stock exchariges,

Hence, the ongoing issuanze of the new perpetual bahds would not help in building a long
sought vibrant bond market.

However, the BSEC in its quickest response made listing mandatory for bank-issued perpetan
bands and that will help uphold the idea of banking industry's capitalization alongsides creating
a secondary bond market.

The central bank guldeline, on the ether hanel; has kept some scope for ssuers toocall thes
debt securities after a decade in tase of a slanificant deviation In interest rate betwesn Hy
bend and market rate at that time or some other acceptable reasons, =
=
Under Basal IT ditective subordinated debt was limited t6 30% of Tier-1 capital, But as [v7

Bagel 111 does not give any restriction on raising subordinated debt although Tiar-2 capital ¢ ,8\
e

be admitted a maximum of up-te 4% of risk welghted asset or 88.89% of common R -
Tier-1 capital whichever is higher. This will allow the bariks Lo further extend the capital be
through fssuing suberdinated debt. However, 10% rate of return of the National Savi
certilicate and the current level of inflation in the market may create a challenge for lssuin
subordinated bond.

3l
<

As pef the Glabal [nfrastructure Hub report, Bangladesh needs $608 billlon of (nvastrmanse (1

Infrastructure sectors - water, efectricity, telecom, ports, airports, rail, and road - from 2016

to 2040. However, current trends indicate $417 billion of investment s possible i the

aforamentioned sectors, thereby leaving a gap af SN92 billion in investments in the seriod

2016-2040. This gap in the top three sectors, ﬁ tejacom, and watar sectors, Je $100
Iy
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billiety, $41 billian, and $40 billlon respectively,

These projects are mostly financed (hrough the government's own fund and multlareral s
bilateral funding agencies. But if the govemrment can develop a framework far meeting the
funding gap of those projects by issuing long term infrastructure bonds, a new asset class can
be created. This might also attract forsign portfolio investments which spodalize
infrastructure finances. A new category af mutual funds can be created in the couTthy, wiich
will invest in that type of bond! Considering thé current Interest rata seanariy A the qurrent
state of capital market, the bond market ¢an amerge as a knight, Banks, NBFIs and Merchant
banks can enhance their fee-based income by working on bond Issuances and cover far the
losses they are likely to suffer from the lower intarest rate in the market and the (Gss suffere
in the capital market.

The Bangladesh bord market has been inactive over the years on account of several lssues
that have acted as barriers for issuers and Investors alike. From the issuer's paint of viaw, e
tost of issuance of bonds in Banglatiash fs significantly: high (1.5%-2% of the total issuance
value as compared to approximately (0.2% cost of Issuance of bonds in India). Besides, ther
is an absence of tax benefits or ather incentives far the Issuers. raising funds via the |sguaris
of dabt securities. According to The Income Tax Ordinahce 1984, any income derved From
Zera-coupon bonds by a persan other than a bank, an insurance company, ora finaral
institution 1= exermpted from takx. The tax benefit is only applicable if the Zerp-coupon bond (il
issued Dy the banks, financial institutions, and othar companies} Is approved by BSEC
Banaladesh Bank. '

Tne regulators lack the necessary infrastrycture to perform due diligence of the applicstinm
received from the issuers. As a rasult, it takes six months te one year for the lssuer to (950e
bonds, This acts as & major barrier for a project developer who wants to raise funds via e
bond market in a shoet time. Due to the fack of availabifity of leng=term Tinanging aptions, the
project developers either avail funds through bridge financing o avail lofg-ténn Hranc

from MBFls and banks at interest rates of 15% to 18%, which' substantially nereases e
averall project cost. The long-térm debt market has witnessed a iack of participation fro

institutional investors as well as (ndividual investors. Institutional investors like  Baiks
Insurance companies, and mutual funds prafer to invest in high return low-risk delit seeiyitie:
vifered by the government Instead of the low retutm-high risk bend market. The confidenca !
genaral invastors in the private sector s still low because of the lack of regulatary regime,
lack of awareness, and fallure ta service the nterest and principal payment obligationg in rhe
past by the issuers, Furthermare, due to the lack of @ benchmark ylald Curve, the presance of
a secondary market is almost negligible. Overall, the long-term debt market is yar by emerge
as an effective investment avenue to large and small investors as well as pesiton kself as a

i attractive avenue for the companies to raise funds throlgh the issuance of debt securitios,
g5 £
53E
E g = 9.0 ESTIMATED PROFIT FROM THE BOND . B W =
-
g The investors/subscribers are likaly to get good raturn from thelr investment in (he Bond g -5
e ¥ AIBL, . 5
; 'ﬁg b + The rate of return of the bond will Be latest available published deposit rats Eﬂ
A =3 Bangladesh Bank website (The published deposit rate to be taker fram "AnnoLAcES E
E_g g Interest Rate Chart of the Scheduled Banks Deposit Rate) plus 8 margin of 2,500 2 5\5
A

8f

The instrument obligation is net & depesit and is not insured Ly any depasit Insurance
schieme. As stated earlier, the bonds will be sybordinated to these dains of Heposiior
general credifors and subordinated debt of th nk other than any subor o I [

Issuer shall pay a late payment penalty of 2% (twa per cant) higher than the Coupon R
and be payable on the amount not paid on the due date till the date of actual payment un|e

The bend is cantingent convertible and the profit will be paid anrially at end of calefidal yeu;
3
exercise of caupan discreton is.not in effect.

10.0  ISSUER CONSIDERATIONS

Page 10 of 17

|

L pWMED N st CE0 - FonEresident & CEO
wy Wﬂ# ' Pmﬂlﬁ' Md. Mahmudur Ranman Bk Pr'q s ﬁ'?'ii Asifl Hug
%w Thake: Deputy Managing Ul;ﬁﬂ‘“& Managing Lrest kit Rating Oficer
R ot Z.. =l _ﬂmmm%ﬂ Al-ATRIED ST ek Rilng (nformiation and Sovices L,
Head Office, Dhakd.



CRRISL

Sty gdobat’ srandass wt watiomnd Lot

AVEEOGE NS o
parfgrmance =3 .E

ADIM FCA

MED N icer (CF
PUHAM il O ision
OHD & m"mﬂﬂ‘-“wg s nu“mm:d

m“ﬂni Tay
tive Dffi
UCE In“mﬂt

Kazi sa
Chief

fig
er (Act
Limited

Page 11 of 17

Credit Rating Information and Services Limited

First IA0 2001 08 Crritfin Cradit Rasng Campamy n Bangladdsh O

CREDIT RATING REPORT
On
AIBL MUDARABA PERPETUAL BOND
(TK 500CRORE)

qualifying as Additional Tier 1 Capital (as defined In the Basel 11 Guidelines) of the Bank.

The claims of the (nvestors on the bond are Superior to the claims of invesiors |1 eaulty
shares and parpetual nen-cumulative preference shares, il anyof the bank whether curreptly
autstanding or issuad at any time In the future,

Herice the factors that may Influence the bond rating are the fundamentals that stand Fol £h
eguity. Therefore, CRISL has reviewed the fundamentals of the AIBL as follows:

10.1  Management Strength

The Board of Directors of AIBL is currently constituted of 20 Directars excluding ex otticl
Diractor. The Board is Chalrad by Alhalj Abdus Samad and Mr. Farman R. Chowdhury is tha
Managing Director of the bank., Mr. Farman R. Chowdhury has # ‘strong academic and
professional background as well as banking exposures of over a periad of 33 years, Among
the Board members, 15 members are Directors and three are Indaperdent Directars. The
Board sppointed Khalid Ratum FCA, Md. Karmaluddin Chowdhury and Md. Amir Uddin PPM 2
Independent Directors.

I the management team, Mr. Farman: R. Chowdhury is aided by Five Deputy Maskagin
Directors, Slx Senior Executive Vice President, Eighteen Executive Vice Presidents, Fifty thres
vice presidents, Twenty one: Senior Assistant Vice President, One hutdred and thirty {liree
Assistant Vice Presidents, The Board s invelved in setting key targets for the baok
maragement and manltoring the progress, approval of long term strategic plan, expansion of
business, appoiitment of key management people and purchase of bank's property, Snt
sdapes sulfleient risk management systams to mitigate the core risk of the bank:

In order th manage the barking operation efficlently, there are four Board Cammitteas sueh
as: Executive Committee, Audit Committee, Risk Management Committee  and Shariah
Supervisory Committes. The Board aiso responsibly ensires goed corporate Hovernance,
devises policies and determines both short=term and long-term objectives & agoals of th
Bank. The bank has a 8-member of Shariah Supervisory Committae which s headead ty Fult
Sayead Ahmad Muzadded]. The Sharah Supervisory Committes reviews differant operabicia
issues and gives Independent opinion based on Islarmic Shariah. 1t also provides necessary
guidelines and creates awaraness about the compllance of Shariah,

The bank is continuing with five: members Executive Cummittes Chalred by Hafez Allya ) M
Enayef Ullah. The Committee reviews different operational affairs including administration s
investmeant, development & expansion of business of the Bank &te.

10.2 Financlal Performance {Caonsolidated)

The overall financial pedfarmance of the bank has been feund to be average in 2020, The
financial parformance of the bank registered decline during the period due to decrease m 1oty
operating ihcame which was malnly affected due to lower profit incorme as well as v
comimission bassd Incomie. Bangladesh Bank set the celling of profit rate on Invastment
e (wihich was effective fram April, 2020) for which almast all the banks 1o the industry faes
decling in investment/interast income In YE2020, CRISL evaluates the fnancial perforiviance i
terms ol Return 'on Average Asset (ROAA), Return on Aversge Equity (ROAE) and Net Profits
Margin (NPM). \ 9

AIBL'S nat investrment income decreased by 4.23% and stood st TK.OZ774.63 million E? 5

YEAO20 compared to Tk.10,207.24 milion in YE2019. Though the investmient mcr:a§ g
2l 5

g

decraased by 8,60%,; the decrease in profit paid on depesit-(11.02%) minimized the decks

in net investment Income. Howaver, the total operating Income decreased by 5.68% -
stood Tk, 13;430.09 million in YE2020 from Tk-14,242.63 million in YE2019 due to decrente @
nan investrent income (9:61%) speclally in commission, exchange and brokerage [noosg
While ‘analyzing ncome components it revealsd that 72.94% was generated from S
nvestment jncome (71.66% [0 YE2019), 5.06% from investment income (5.41% in YE 2085 g
159.48% from commission, exchange & brokerage income (20.47% in YE2019) and rest 2.5
from other operating income (2:46% in YE2019) during the year 2020. The total operating
profit before tax and provision decreased to TRVG,681.37 million In YE2D2Z0 fram T 7, HE0 0
milllen in YE2019 due to the above reaso eatotal provision significantly d}@}l’ﬁ‘fi?ﬁ?ﬂ t
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Tki1,972.61 million n YE2020 from Tk.2B67.66 million In YE2019 &s the ProvISIon against
clgssifled Investment was lower due ta the loan relaxation policy of Bangladesh Bank dus |
Covid-19. The nat prefit after tax decreased by 7.41% and stood at Tk.2,247.B2 million
YE2020 sgajnst Tk.2427.64 million In YE2019:Consequently, the Return opn Average Agssts
(ROAA) and Return on Average Equity (ROAE) after tax slightly decreased to 0,56% fron
C.67% and 9.12% from 10.19% raspectively. Net Profit Marain (NPM) of the bank decreased
to 3.06% in YE2G20 fram 3.54% in YE2019,

10.3  Asset Quality (Stand Alone)

Qverall asset quality of the bank has-been found to be moderate carmpared to privane secto
Danks in the industry, Total investment (including bilis purchased and discointed) of the bank
increased to Tk.303,210.41 million in YE2020 from Tk. 283,247.57 million i YE2O14
indicating an increase of 7.05%. Non Performing Investment (NP1} decreased to Tk 11,760 58
million In YE2020 from Thk.14,100.42 milllen in YE2019 but it was 1 rising trend for arior lve
years. It is mentionable hers that, due to Covid-19 impact and economic perspeiiive,
Bangladesh Bank issued a circular not to adversely classify any loans frorm 1 Janban (o 11
December, 2020 even If anyonhe falled to pay back the loan as per the schegdule, Marsaver,
any Improvermeant of classification status will be adjustable. Industry’s: classified loan as wal
25 AIBL's classified Investment registered declie dus to regulatory forbearance Atter the
£xpiry of such relaxed classification directive, classification status may further geteniorare n
2021, Out of total non-performing loan, 76,63% investment has been treated as bodflicss
category, while B.93% was doubtiful and 14.44% was sub-standard. Quring the year 2020,
fresh NPI stood Tk.11769.57 million, The above NPI was adjustad by the recovery of
Tk.865.30 million, declassified of Tk.5,347.20 milfion and written off Tk.121.32 millicn. Gross
NPL ratio of AIBL stoed at 3.81% in YE2020 compared to 4.89% In YE2019. Tap twent

defaull clients (Tk.5,483.90 millign) held 46,58% of total claszified Ioan

Muodeidte usser guality

The rescheduled assets significantly decreased to T.3,347.20 million in YE2020 agains

Tk.13,130.90 million in YE2019 as there is no change In classification due to aloraimentione:

reasor, The written off loan also decreased to Tk.121.32 millicn In YE2020 against Tk 5494.00
W =T milion in YEZMY, The large loan ncreased to Tk.132,086.20 million {48.65% of Lotsl
g-'- & investment) in YE2020 against Tk.123,304.60 milllon in YEZ019 (43.53% ol total investrisant)
= Moraover, Top 20 clients held 23.48% of tatal investrent (Th71,582.90 million  furided
eutstanding); all clients have been found unclassified status.

CRISL views that the asset quality of the bank may decline in the upcoming vear dua to thie
a impact of Coronavirtis pandernic rasulting from all business segments (such as corporate
SME, agriculture, cottage & micra) being severely affected. Though Gowt, has declared variou:
! stimulus packages for various business clusters alohg with policy changes (revision of CRR,
5. i ADR end Repo Rate], the bank’s credit risk in the current cantext will further amplify 16 line
3 g with the global business scenario. As the world |s predictad to be hit hard by the rhee
Beonomic recassion, Bangladesh's economy including its Banking sector will diso face o [
blow in the coming days. CRISL pradicts that In the current as well as m post-pandeiiie
situation, AIBL's asset quality might be at risk die to recavery risk arisen out of Blsiness,
challenges In post-pandemic situations aligned with tha global economic scenario.

10.4  Capital Adequacy {Overall)
The capital sdequacy of the bank has been found to be good and in line with reguiramente ¢
wsood capitsf adequaty undsr risk-tased capital adequacy framework of Basel-1[1. Total RWA of the bank was remain =
almost stable and stood at Tk.221,563.36 million as on December 31, 2020 which wa E" e
Tk.221,B54.12 million 35 o December 31, 2019, ORAR {Capital to Risk-Welghted Assat Rana)
=0
§E.

iMene Limitey

significantly increased Lo 16.60% In YE2020 from 13.88% in YE2019 due to compardtive
higher arowth of eligible capital against risk-weighted assets. The CRAR on core capital (Tier
1) stwod at 9.87% (including capital conservation buffer) and on supplementary capital [T o
H) stood at 6.73% as on December 31, 2020. Internal Capital Generation Ratio ;‘JCG:Pga
inergased 14.50% In YEZO020 from 11,428 in YE2019. The leverage ratlo of the ba P
decreased o 5.02% in YEZ020 from 5.91% of previoys year which js still hlgher than ¢
minimurm requiremant of 3%. AIBL focused both on Ssset management and capl g
management fo maintain the reguired ceplm{ in line with Basel-III capitst adeqliacy
framework. However, the Bank needs regular ﬁ' oring of the survaillance of chﬁ-gfg Fatiing
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i order to make them use warthy.,

Basidas, while analyzing stress testing analysis, it-has been revealed that CRAR of the bank (s
highly sensitive to increase in NPIs and lzrge'loan borrowers which are a matter of concern for
the bank in some extant. However, it is evident from the stress testing report of AIBL as on
Decamber, 2020 that, the combined post-shock CRAR at minor level Was 14.615: and at
major shock It was 14,21% which are higher than the minimum CRAR of 12,508,

10.5 Liquidity & Fund Management {Salo Basis)
The overall liguidity of AIBL has Been found to ba average. AIBL has been malntaining Casl
Avarage Imuidity Reserve Ratio (CRR) and Statutory Liquidity Requirement (SLR) In fine with the Banglpdesh
Bank requirement, The CRR and SER: requirement was Tk,13.64 billian and Thk.19.41 billlonh
respectively on 31st December, 2020 for which AlSL kept of Tk.26.86 billion and Tk, 19,34
billion indicating significant surplus on CRR of Tk.13.23 billion and SLR of Tk.0.57 billion. The
bank's liquid asset ratio siightly increased to 23.42% in YE2020 from 21.20% in YE2019. The
hquidity coverage ratio also increased to 114.13% In YE2020 from 105.59% in YEZOLIS: Tiw
Advance to Depesit ratio decreased to §6.92% In YE2020 against 88:93% in YE2019. N
:Stable Funding Ratio (NSFR) stood at 121.21% in YE2020 against 113.21% in YE2019 wiich
are higher than minimum requirement of 1009%,

The maturity aralysis of assets and liabilities revealed that AIBLL has npositive net gap only 1
maturity bucket for the amount of Tk.29,769.38 milliod and negative net gap i raEturity
bucket of (1-3) and (3-12) months for the amaunt of Tk.99,657.50 milllon and Tk. 19, 369 4.
million raspectively, Overall gap anatysis rasults in & net Lguidity surpius of Th.23, 366.12
million {including long term). Hence, it is expected that the bank will be able o meat L=
obllgations with a sufficient gumulative surplus, The net operating tash flow of the Bane
decreased to Th.8,419.43 million in YE2020 from Tk.12,498,72 millian in YE2019 ey e
to decrease in investment income and low recovery from written off investments.

The funding mix consists of 79:27% deposits and other accolnts, 5.68% shareholders” eqlily
2.72% from the subordinated bond, 5:47% borrowing from other banks, fimancial jnstitutions
agents and rest 6.86% from other llablilties In YEZ0Z20. Total deposits consisted of &0, 35
fixrd deposits, 20.45% deposits under schemies, 11.44% currant account, 16.82% savings
bank deposit and 0,94% Bills payabla (n YE2020.

11.0 IMPACT OF BOND ISSUANCE ON CRAR .

Particulars __With Bond Without Bond
uw g I ., = “BE 2022 2033 2032 | Jnsz
o | Total Risk woighted Ansets 27847 .23 3008301 | 2Y947.23 | 3p1 &

2 2E Paid up cagill L 1064.90 | 1064.90 |  1084,90 | 106401
3 g £ | Provisisn for UG 5= 483.58 578,58 AB3 88 | 578 S
= ‘E | Statutory reserve (20%) 106440 106406 ] 106440 | 108415 3
m ‘E | Retained sarning | 166,93 152.44 16092 16244, |
= E | Existing Subordinate Bond 800.60 600.00 200,00
= % g Mudaraba Subiordinated Bond New [ssue - 500.00 -
o RE Perpetual Bord = 500.00 500.00 S
. | _Less; Goodwill and intanglble Asset 20.08 ¥ 20.08 |
E % & | Total Capital (Tier-1 & Tier-11) 4059.73 | _4470.08 | 355873
- Dividend Paid inn Cash T 159.73 1oede | 15h.7d
Total capital | 3800.00 4363.59 | 3400.00 353
| Gapital to'Risk Welghted Assat Ratio % I 13.95 1446 | PR
: ?&;ﬁ%r:ﬁtapltﬂl o Risk l’_ﬂ'elghted Asset Ralip 1808 i0.00 W_-li’f-'
Capital to Risk Weighted Asser Raue  Pius Fie =
| Conservation Bulier %g_ = a0 1450 Al
| Capital Excess/shortfall % 143 0.75 DL T
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12.0 CAPITAL ADEQUACY CONTINGENCY PLAN FOR NEXT FOUR YEARS

Following table shows AIBL's hypothetical capital adequacy till year 024 after Issuing
Rarpetual bond:
... (AmOUE 1 TN Crighy

[ Particulars | FY 2021 | FY2022 | FY 2023 | Fy 2024

{ Commian Equity Tier § (CET1) Capifai -

| Paid-Up capital — 1064.50 1064.90 1064.90 TLipga |

| Statutory Reserye 1064.48 1064.40 106416, | 111740
Genera| Reserve i 8:00: | g.00 _R.uo

| Ritainad earmings 164.08 166,92 | 18244 £50.23

| Less: Requiatory adjuetments 25.09 a1 ]
Perpatual Bond ces - 500,60 | 500.00 500,00
Total CET1 2269.66 | 2277.71 2293.78 __2398.09

| Tiar 2 Capital S |
General Provision 40358 | 4B3Eg 578,58 G5

- Mudaraba Siibordinates Bond 50.00 _ .00 0.0 8.0

| 2™ Mudarsna Subgrdinated Bond 400.00 300.00 200,00 | 100 G0

37 Mudaraba Subordinated Bond 50000 500.60 400,00 | 300,00
Total Tier 2 Capital | 1363.58 | 1283.58 | 1176.58  1078.58
Total Capital (Tier 1 + 2) | 3633.24 | 3561.39 | 3472.36 | 347667
fisk Welghtad Assets (RWA) 25877.06 | 2784723 | 301p3.01 | 3au

| Minimum Capital Requirement+ Bulfer (%) 12.50 12507 R )

| Capital ko Risk Walghted Assats Ratio (CRAR W) 13.42 | 1395 | 446 [ 13,40

Though, AIBL has proposed capital planning till YE2024, CRISL views that the scenario coult
be different to some axtent considering the Imipact of Basel [1, Banks miight face challencs u
miget business target In the Volatie macra-economic condition ahd post pandemic situation o
sconomy of Bangladesh. CRISL befieves that the bank should focus on maintaining goad ass=at
guality, coliecting more depasit, increasing loan recovery, decreasing Non-parforming
investment for maintaining capital requirements rather than issue of hond. After injectimn of
proposed perpetual bond, the CRAR will ke 13.9585 7 YE2022. Beasides, it has besn towid that
AIBL will be able to maintzin ks minimum Tier-1 capital requirement through ssupnce of
preposed perpetual bond of Tk.5,000.00 milllon up ta YE2024,

13.0 RISK & MITIGATION

13.1 Subordination risk

The senlarity of a bond determines the priority in which investors get repaid in the evens tha
anIssuer defaults or goes into liquidation. Fixed income dnd equity praducts are classifion
according to their repayment priority, with senior secured bonds having the fght to rece|yve
payment first 17 the avent of a bankruptey or liquidation. Perpatual pands typically fall unde:
the category of subordinated bords, classitying as Additional Tier 1 {8T1) capital and ar
juniaf to Tier 2 capital, which in turn are subordinated to seftor and/or secured bands.

ique
(Acting)

Limited

ﬂ}?né Tauf

ucse Investment

13.2  Security Coverage Risk g
According to tha feature of the proposed perpetual band, the bond will 'be upsecuredis:: g
nature: It is nelther secured nor covered by a guarantee of the Issuer nor related entitved:
other arrangernent that legally er ecopomically entances the seniarity of the claim vis-a- e
bank creditors. Hence in the event of liguidaticn or wing up bond claim settlemant s thceri®s
as the Instrument is not secured against any mortgaged asset or guarantee of the issus

:

Kazl 83
Chief

ce)

(

related party. . g
13.3  Discretionary Coupons K'g o

Perpetual bonds carry a fedture of discretinnary coupons, This feature gives bond (sauers @
right to pay coupens at its sole discretion or cholce, without being an obligation. [hvea §
that buy into & bond with this feature have the additional risk of not receiving & counnh
S payment during the life of the bond. As the ins £nt s non-cumulative in nature, cancellad

toupen payments may not accuniuiate which .. that Investars may rlnl}l‘.r‘.re the

Md. Mahmudur Rahman Farman R. ChoiFai yesident & CEO

Deputy Managing Director & anaging Nie-tor MEEO Asiful Hug
%ﬁ%ﬂﬁs?ﬁﬁa td o A Eid Rty S ioes
A eaa Ofics. Dhaica. Heac W& o bt PBie infermalion and Seress Lid,
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cancelled coupon payments.at a (ater date. As the bank will have full discretion at all tines ©
concel distributions/payments to the bondholder, the instrument carries the risk ol
gisgretionary coupons.,

13.4 Redemption Uncertainty

Perpetual bonds are a unigue investiment that differs from other types of Axed micomi
products in that their redemption has an element of uncertainty and typically happens at (e
option of the issuer. Most perpetual bonds have a structure that allows the issuer td call back
the bonds or redeem them starting from & stipulated date e.q. Can be sxercised only after ten
years of issuance, with prior appraval from the Bangtadesh Bankand subject to fulfillment of
asligibliity Le. Replacing the instrument with capital of the same or better quality that are
sustaimable for the income capacity of the Bank as well.as bank's Capital position is above the
minimum requirements after the call option is exercisedS years after the issue date, aml
pernodically e.g. & months thereafter. Nevertheless, redemption i= dependent o marses
factors such as the level of interest rates, current price of the bond, the structure af the boodg
such as the step-up amount, as well as company-specific considerations such as the fuoo;
available for repayment,

13.5 Loss Absorption Risk

Thee bonds are subject to principal loss absarption when I reaches the tHgger oo | & wihe
tihe bank’s CET-1 capital falls below the regulatory threshold limit and Stays below for
successive quarters. ' '

13.6 Late Payment Risk

Late payrment risk arises for delay in payment of profit by the issuer, The Issler have to pay o
fate payment penalty of 2% (twe per cent) higher than the rate of return and be payvable an
the amount not pald on the due date up till the date of actual payment unigss exarcics ol
coupan discretion is not in effect.

13.7  Market Risk

Market risk of the bond will arise due to lack of demand in the market to buy the instrumean
The target buyers of the bond are corporate and high net worth Indwviduals ey, Corporpte
sectors. in Bangladesh are presently facing acute liquidity crisis due to sigrificant bank
borrowing by Govt. and global impact of COVID 19. Hence corporate houses n Banglisde:
may hot have sufficient-fund to go for Investment In such bond. The propesed Bond may fot
he attractive to target buyers because of inherent limitations of its features. And morepver,
many other scheduled banks with capital shortfall are contemplating to raise its capital bas
thraugh issuance of such bond. Hence fiotation ‘of too many bonds in the market may craate
market risk. Moreover, absence of underwriting arangément in the proposed structurs famy

Egz algment the abuve risk.
E ‘55 i3.8 Maintenance of Capital
ﬂg E ALBL may face maintenance of regulatory capital nsk (as per Basel-I[ guideline). Tha Fai
@ nas taken initiative to comply with risk based gapital adeguacy requirement through msucu'--_'é 3
E § of Perpetual Bond te suppert Tier-I capital in YE202Z1. The required Tire-1 capital ratio: of the
= bank was 8.50% (including capital conservation buffer) In YE2020 and the bank kept
2 9.87% In tha same period. However, the risk weighted assat of the bank is in ingreasing tred
Feid far which it may require to increase capital base. Hence, the hank will raise’ its Tigr-] capi

Kazi San
Chief
uce

through ssuance of perpetugl bond of Tk.5,000.00 million & maintaln regulatary requliara g

13.9 Regulatery Change
At present AlBL (s going to support ity capital requirement through bond issue, However, I

change in regulatory rules and regulations might impact on bond’s advantages,

]
i
;
;

&}
13.10 Transferability Risk
Transferability risk arses when the bondholder ts unable to sell the bond inthe market in cesg
of necessity a5 the bond 15 perpetual in parure]t |s hoped that the investors can transtar the
HIve trading plalform as proposead by %55
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14.0 OBSERVATION SUMMARY

[ Rating Comforts:

o Rating Concerns:

Issue: Issue!
. Attractive return . Redemiption uncertainty
. Frovisian for tate paymant penalty . Unsecured and pot guarantes:)
. Exercise of ¢ail aption instrument
. Issyer has sound ceedit profile & . Jumior ettt Ssubordingted Lo desosro
diversified businzas mix general creditors 8iTar-11 Subordinate Dabt
. Issuer ‘eash flow' supports regular . Loss abstrption risk
foupon paymant . Ceupen payment cancel@tion rsk
Issuer: . '
«  Average linancial performarice
»  Good capilal adequacy Issuer:
. Average ligutdicy . Moderaie asset quality
= Good non-funded Business . Swgnificant rescheduls of investmens
| «  Dlversifisd business mix - Incraased concentration in large e
| . Gooa cperatlonal network . Significant caneentration  of
. Expatienced top management invastment among top -20 defauile
«  Considerable lean under law s
. Exposure Lo capital market investmieid 1
¢ High/investment to deposit fatio
Business Opportunities: Business Challenges:
Issue: Issue;
! . Developmant of borgd market |n D Lower market depth of Bangladest camnal
| Bangladesh tarket
. Stock exchange eplistinent " Mostly dependient o insEtutional hvesres
. Introduction.  of derivatives in | for Eubseription
Bamglagech stock market Issuer:
| Isslser: * Make loan fadvancs (o economic sectao)

-
-

Business expansion eppartunity
R

Partfoile diversification i low  msk
busiress gategory. seament |
Including SME

Chent rating to enhance investment

_Comply with' Bass| - [T

Comply with capital requiremsnt
plikar=1T risk

Regualatary prosgure for
rate spraad

Comply with Basel-11]

e LRl LT T
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CRISL RATING SCALES AND DEFINITIONS
LONG-TERM - BANKS

L__RATING |
AAA
Triple A
(Highest
safety) |
Al AR, AA-
(Doubits A)
(High Safety]

DEFINITION

Investment Grade
Securities rated in this catsaary are agiudaed o be
level of raling Indicates Mighest level of
Erincipal. Risk factars sre o

of highest- credit quaiity, This
safety for Umaly payment of nterest and

llgible and nearest to risk free government spourit

hlgher safety, This level of rating Indicates a security with sound credit oralile and
Without significant prablems. Protection factors are strong. Risk 15 modest Bl may
vary slightly fram time to time bscatise of scoramic condltions,

for timely repayment of financhl ohiigalions, Protection factnrs are
cansidered variable and more suseeptible to changes i clreumstances than securis

Securibies rated in this category are adjudged tp offer mogerate safety for by
fepayment of financial obligationg, THIS level of raring Indicates deficencies in cortal

proteclive elements but still conslderad sufficiant for prugant imvestmernit. Risk fpoloe
are ‘mare vanable in periods of esonomic sirees than those rates in the Highas

sfe considered (o be of speculutive grade b
deemed, lkely to meer obligations when due. Presant or prospeclve financial
protection factors fluctuate according to industry conditions' or campany forty e
uality may moeve up or down freguently within this cAaseOery,
cionsidered Lo be of Bighly speculative dratle, Thiy
Indicates high risk assoelated with L rieady repayment of Interest and

. AR A
| Slngie A agequate safety
(Adequate
Safety) In higher-rated categories.
BEBE+, BBE,
HBB-
Tripile B
{Moderate
Safety) | cabegories.
| Speculative Grade
B-B;' Q'L?:}BE’ ga- Securities rated In this Gategory
| {Inadequate [
s S e
Securites rated in this category ame
B4, B; B- leved of rating
| Single B

(High Risk)

T

" eccrcee, |

| principal, Financia! protection factors

: will fluctuate widely' Bscording to econcm.
eycles, Industry conditions and/or campany fartunes. Potential exists fir Sene
_changes in the rating withls this Lalegoty orinto 3 higher or lower rating gra:
currently vulnorable to mr-rEpavment, and |
condltions for the obliur to meel (15 Nnancis:

securities rated I this cateoory are
(ol o e | dependant upon favorabie businpss
| Mulnerabie) | commitmernls on the obligation,
CC+,CC, CC-
{High Securities rated in this category (s currently high vulnzrable o nen-egaymanz
| Vuinerabie)
|  EHee- Securities rated in this category are considersd to be
| (Nesr to factors dre scarce, Timaly regayment of Interest and principsl | nossible Doly, 3
DPeafauit) favorable tircumstances cartinua.
Default Grade

(=]
(Erefauit) J
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This is a credit rating report as per the provisions of the Credit Rating Companies Roles 1996, CRISL fang-tepm rating is valid
far only one year and short tenm rating for siv months from the date of rating. Aftar the ahove pariods, these ratings wilf nat
cairy - any valdity unfess the bank goes for rating surveilianoe,

CRISL fellfowed Bank,/FI Raling Methodology publizhed in CRISL website www.crisibd, com

_Date of Rating: July 18, 2021 — Valid up to: July 17, 2022
e EOHOITEREE __ ShortTerm
Survelllance Rating__ - e ST-2
Qutlook N R TN e

1.0  RATIONALE

CRISL has reaffirmed the Long Term rating "AA" (pronounced as double-A) and the Short
Term rating "ST-2" to Al-Arafah Islami Bank Limited (AIBL). The above has been done after a
thorough and comprehensive analysis of the operational and financial performance of the
bank along with its relevant quantitative, qualitative, and other related factars. The basis of
the evaluation was the financials of the bank up to Decamber 31, 2020 and other widespread
factors up to the date of rating.

The above ratings have been assigned in consideration of its fundamentals such as average
financial performance, good capital adequacy, average liquidity, good non-funded business,
good operational network, experienced top management, etc. CRISL, however, observed few
limitations which include downturn in profitability  indicators, moderate assel quality,
considerable rescheduled and stay order loan etc, However, these faclors are not expected to
have any significant impact an the AIBL during the rating validity period,

During the period of FY 2020, the ovarals consohdated financial performance of the bank
remained stable. During the period net investment income stood at Tk. 9,774.63 million in FY
2020 against Tk. 10,207.24 millian in FY 2019. The total operating income decreased by
5.72% and stood at Tk. 13,430.10 million in FY 2020 compared to Tk, 14,244.81 million in FY
2019, The total aperating profit before tax and provision declined by 14.92% and stood at Tk.
6,687.76 million in FY 2020 against Tk. 7,860.62 million in FY 2019, During the surveillance
year, the total provision of the Bank came down to Tk, 1,887.90 million in FY 2020 from Tk.
2,867.66 million in FY 2019 due to decrease in the form of provision for classified investment
(Loan relaxation policy of Bangladesh Bank due to Covid-19 Pandemic situation). The net
profit after provision & tax increased due to the decrease in provision for classified investment
as well as for the decrease of tax provision and stood at Tk, 2,571.81 million in FY 2020
against Tk. 2,427.64 million in FY 2019 registering a positive growth of 5.94%. The Net
Profit/Interest Margin (NIM) of the bank declined to 2.81% In FY 2020 from 3.21% in FY 2019
as the profit on investment of the bank was lower than the profit paid on deposits &
borrowing. The Return on Average Assets (after-tax) slightly moderated to 0.64% in FY 2020
from 0.67% in FY 2019 which was lower compared to the PCB industry average. The Return
on Average Equity (after-tax) registered a slight improvement and stood at 10.37% in FY
2020 against 10,19% in FY 2019. AIBL's Return on Average Risk-Weighted Assets dedlined to
1.11% in FY 2020 from 1.12% in FY 2019 respectively,

Overall stand-alone asset quality of the bank is moderate compared o private sector banks in
the industry. Total investment (including bills purchased and discounted) of the bank
increased to Tk. 303,210.41 million in FY 2020 from Tk, 283,247.58 million n Fy 2819,
indicating an increase af 7.05%. Out of total investments, 96.12% is unciassified investment
and 3.88% is classified investment in FY 2020, AIBL's grass Non-Perfarming Investment Eﬁg
decreased to Tk. 11,769.58 million as of December 31, 2020, from Tk, 14,100.42 million

Decamber 31, 2019, with a decrease of Tk. 2,330.84 million due to new Investment ( E
of investment and stay order investment (amounting to Tk, 21,959.80 million andgT

11,051.80 million) during FY 2020,

The overall standalone liquidity of AIBL is found average as of December 31, 2020. AIBL has
been maintaining Cash Reserve Requirement (CRR) and Statutory Liquidity Ratio (SLR) in line
with the Bangladesh Bank requirement over /the vyears, The Investment and advdnce to
deposit ratio slightly declined and stood at in FY 2020 and 95.20% . FY 2019.

Farman | KA. Asiful Hug
Md. MahmudTr Rahman Mana “hief Rating Officer

el & ! | :
Deptgg#:aﬂfgg‘gcﬁéggf;“r A Credit Raling formation and Services Lid,
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Again, the investment to deposit & equity ratio slightly declined to 86.63% in FY 2020
compared to 88.54% in FY 2019 respectively. The liquidity coverage ratio stood al 114.13%
and the net stable funcding ratio stoed at 121,21% as of December 31, 2020,

The stand-alorie Capital to Risk-Weighted Asset Ratio (CRAR) of the bank is good and in line
with requirements under the risk-based capital adequacy framework of Basel-111. The Capital
to Risk-Weighted Asset Ratio (CRAR) on core capital (Tler-1) stood at 9.15% and on
supplementary capital (Tier-II) stood at 6.33%. The Capital to Risk-Weighted Asset Ratio
{CRAR) Increased to 15.48% as of December 31, 2020, against 13.88% as of December 31,
2019, The minimum capital requirement stood at Tk, 30,260.47 million (including
conservation buffer 12.50%) against which the total capital stood at Tk, 37,081.73 million in
FY 2020.

The overall operating efficiency of the bank registered moderate downturn in FY 2020
cormpated to the previous year. It appears that the growth of the operating expense of the
bank has been lower than the growth of operating incame during FY 2020 and the efficiency
ratio Increased to 50.20% In FY 2020 from 44.82% in FY 2019. Accordingly the yield per TK,
100 staff cost decreased to Tk, 146.48 in FY 2020 from Tk, 187,26 in FY 2019.

The Banks 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 banking entity with a sound credit
profile and without significant problems. Risks are modest and rmay vary slightly from time to
time because of econamic conditions. The Short Term raling indicates a high certainty of
timely payment, Liquidity Tactors are strong and supported by gaod fundamental protection
factors. Risk factors are very small.

CRISL also viewed the bank with a “Stable” outlook and does not foresee any significant
changes in its overall operational performance in near future.

2.0 CORPORATE PROFILE

21 Genesis

Al-Arafah Islami Bank Limited (AIBL) was established on June 18, 1995, under the Companies
Act, 1994 as a banking company with limited liability by shares. It is an interest-free Shariah
Bank of Bangladesh rendering all types of commercial banking services under the regulation
of the Bank Companies Act, 1991 (as amended In 2013}, The bank conducts its business on
the principles of Musharaka, Bai-Murabaha, Bai-Muazzal, and Hire Purchase transactions
approved by Bangladesh Bank. Naturally, its modes and operations are substantially different
from those of other conventional commercial banks. There is a Shariah Supervisory
Committee in the bank who maintains constant vigllance to ensure that the activities of the
bank are being conducted as per Shariah guidelines. The Shariah Supervisory Comimittea
consists of prominent Ulema, reputed Bankers, renowned Lawyers, and eminent Economists,
The bank went for a public issue of share in the year 1998 and its shares are listed with
Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE). As of July 12, 2021, the
market capitalization of AIBL stood at Tk. 24066.789 million, The bank is operafing itcsg
business throughout the country with a netwark of 184 Branches (02 more branches adde

during FY 2020) and 167 ATM booths. ::'; e |
At Present, the bank has 02 (two) subsidiary companies namely AIBL Capital Market Servic ,\E
Limited, and AIBL Capital Management Limited, In 2019, AIBL liberated from the rights as BE
subsidiary by selling some of the sharas of Millennium Information Solution Limited which w 5“
acquired as per the 250th meeting of the Board dated November 30, 2013. The princi E-j'ﬁ
activities of the Bank are to provide a comprehensive range of financial services includi h‘d':'

services to the customers following the provisions of Bank Companies Act, 1991 5=
amended), Bangladesh Bank's directives and the principles of lslamic Shariah. As of
December 31, 2020, the authorized aghpaid-up capital of the bank stood at Tk, 15,000.00
million and Tk. 10,649.02 million respec The Head Office of the Bank is located at 63 ;
Purana Paltan, Dhaka-1000, /-" 3
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2.2 Ownership Pattern

During the surveillance period, no major changes occurred in Lthe shareholding pattern of the
bank. AIBL is continuing with diversified sharcholding among local corporate bodies, local
sponsors, and the general public. As of December 31, 2020, the Bank has a tatal of 1064.90
million ordinary sharas of Tk, 10.00 each owned by 22,142 shareholders. Dut of total
outstanding shares, the Sponsors or Promoters held 41.87% (41.54% in YE2019) followed by
Institutional Shareholders 21.88% (23.75% in YE2019), and General Public 36.25% (34.71%
in YEZ019). Mareover, from further analysis, it has been found that 393 shareholders are
holding 92.59% of total shares in the range of 100,001 to mare than 1,000,000 indicating
concentrated ownership status among a few shareholders.

2.3 Operational Networlk

AIBL has a wide operating network, which is continuously expanding. As mentianed earliar,
the bank has 184 Branches, 167 ATM booths, and 02 (two) Subsidiary Companies. Besides, as
on December 31, 2020, AIBL has 400 Agent Banking outlets (135 more outlets added during
FY 2020) through 264 agents to bring the unbanked population under banking services to
comply with Bangladesh Bank's instruction. The bank has 344 correspondent banking
relationships that are being maintained with different reputed banks in 54 countries of the
world.

2.4 Business Profile

The bank offers a wide range of Shariah based deposit and investment products to cater to
every customer segment such as individuals, small and medium-sized enterprises, and
corparate bodies. Under Lthe guidance of the Shariah Supervisory Commiltee, the hank
designed all deposit & investment products & services and formulated palicy guidalines,
working procedures for banking activities. The Investment portfolio of the bank is still
concentrated on trading, construction business, and transport & communication, etc. with a
continuous focus on term deposit in deposit portfalic.

Currently, AIBL's savings products are Short Notice Deposit (SND), Monthly Hajj Deposit,
Monthly Installment Term Ceposit (ITD], Or.z Tirre Hajj Deposit, Marriage Saving [nvestment:
Scheme (MSIS), and special Saving (Pension) Scheme, Katipotl Deposit Scheme, Double
benefit Scheme, etc. with depasit products for the farmers, workers of garments industries,
freedom fighters, students, etc,

AIBL's investment products are categorized as Investrment in Agricultural Sector, Industrial
Sector, Business Sector, Foreign Trade, Construction and Housing, Hire Purchase (HPSM),
Transportation Sector, Small Enterprise Investment Schemes, Village and Small Investment
Schemes, Cottage, Micro, Small and Medium Enterprises Investment (CMSME), etc. AIBL has
micro-investment programs for the poorest people of the country such as the

Rural Agricultural Investinent Scheme (RAIS), Al-Arafah Khamarbari Investment Scheme,
Mudaraba Animal Hushandry Scheme, Grameen Small (nvestment Scheme (G5IS), Al-Arafah
Solar Energy Investment Scheme, Micro-Enterprise Investment Scheme, etc.

With the supportive role of Bangladesh Bank, the bank has implemented some prr:njectsa
successfully such as MasterCard, debit and cradit card & Merchant Banking, National Payments,
Gateway (NPG), Agent Banking, Maobile Banking, Internet Banking, SMS Banking, Busin g P
Process Autamation (BPA), Enterprise Resource Management (EAMS), setc. . i
2.4.1 Off-shore Banking 5Q§
The bank obtained the Off-shore Banking Unit License on February 17, 2014, fram Bangladesiy, 5=
Bank and commenced the operation of this unit from May 22, 2014. The Off-share Bankin =
Unit is governed under the rules and guidelines of the Bangladesh Bank, The total investme: :E
stood at Tk, 13,043.96 million 1 FY 2020 and Tk. 9,143.7%million in FY 2019. The investine £
income stood at Tk, 568.89 million in FY 2020 and Tk. 507.29million in FY 2019, The n .:;5.
investment income stood at Tlk. 56,91 milligo in FY 2020 and Tk. 50.75million in FY 2049, The
profit after tax stood at Tk. 56.57 milliog EY 2020 and Tk. 50.75million In FY-2019. Its
office is located at €2 Purana Paltan, Dhaka 0. -
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2.4.2 AIBL Capital Market Services Limited

AIBL Capital Market Services Limited (AIBL CM5L), a subsidiary company of AIBL, was
incorporated on September 20, 2010. Currently, the paid-up capital of CM5L stond at Tk.
4.000.00 million against the authorized capital of Tk, 10,000.00 million of which AIBL is
holding 60.50% of total outstanding shares. The main objective of the company is to act as a
member of the Dhaka Stock Exchange and Chittagong Stock Exchange to carry on the
business of broker, dealers in stocks, shares, and secure commercial papers, bonds,

debentures stack, forelgn currencies, treasury bills or any instruments.

2.4.3 AIBL Capital Management Limited

AIBL Capital Management Limited (AIBL CML), a subsidiary company of AIBL, was
Incorporated on October 25, 2011. As on December 31, 2020 the paid-up capital of the
company stood at Tk. 500.00 million against an authorized capital of Tk. 2,000,00 million of
which AIBL is holding 98% of total oulstanding share. The main objectives of the company are
to carry out the business of Merchant Banking In all its aspects including Issue Management
(IPO, Right Share Issue, Bond Issue, etc.}, Portfollo Management, Underwriting, Corporate
Advisory Services, Pre-I1PO Placement, Investment Analysis, and Research, etc.

2.5 Market Position

The market share of AIBL decreased in FY 2020 in terms of loans and advances/investment
among Private Commercial Banks (PCBs). As on December 31, 2020, In the hanking industry
(excluding inter-bank and Government deposits) of Bangladesh, the total depasit increased to
Tk. 13,791,504.49 million against Tk. 12,144,553.01 millien in FY 2019 indicating 13.56%
growth from last year whereas the total loanfinvestment increased to Tk, 11,227,892.73
millien against Tk. 10,378,648.32 millien in FY 2019 indicating 7.56% growth from last year,
shared by 61 scheduled banks consisting of 06 State-Owned Commercial Banks (SCBs), 03
specialized banks, 09 foreign banks, and 43 Private Commercial Banks (PCBs) including 10
Islamic banks,

AIBL's deposit base (consolidated) stood at Tk. 326,023.41 million as of December 31, 2019,
from Tk. 297,241,81 million of the previous year indicating 2.36% of the market share
against 2.45% in that of the previous year. In the same perlod, the investment {consalidated)
of AIBL stood at Tk. 308,620.66 million against Tk. 288,486.02 million indicating 2.75%
miarket share against 2.78% in that of the previous year. The growth rate of the deposit of
AIBL was 9.68% against the industry growth rate of 13.56% and the growth rate of
investment was 6,95% against the industry growth rate of 7.56% as on December 31, 2020.
The above scenarie reveals that the bank's investment growth has been less than deposit
growth. In addition to that, in FY 2020, the bank's impott business stood at Tk 169,378.90
million from Tk. 171,611,70 million in FY 2019, The export business stood at Tk, 104,939.40
million in FY 2020 from Tk. 108,967.10 in FY 2019 respectively.
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& The banking sector in Bangladesh is passing through a difficult time and beset with mang

= internal and external problems. The impact of COVID 19 added fuel to the above situalions

The Bangladesh Bank has been forced to act and issued a large number of circulars recentl
to combat the situation arising from liquidity, stressed assets, over botrowing by th
government etc. to tackle the financlal impact of COVID -19. ;
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World Bank in Its latest report on "South Asia Economic Focus” reveals that given t
significant uncertainty pertaining to both epidemiological and policy deveiopments, real G
growth of Bangladesh Economy for FY21 could range from 2.6 to 5.6 percent depending
the pace of the ongoing waccination campaign, whether new restrictions fo rmehility
required and how quickly the world economy recovers.

. e
Prime Bank

t report titled “World Economic Qutlook:
itF prpjection for the economic gr.gvﬂh af
“oept 4t forecast in October last year,

International Monetary Fund (IMF) in its la
Managing Divergent Recoveries” has scaled
Bangladesh to 5 per cent for 2021, up :“ron

{f

U e e
: Farman R Chiwe Ror I-’r&/.;}dénf & CEQ
MUHAMMED %ﬁ:ﬁ% Md. . Managing Direc'of NMd. Asiful Hug
OMO & Chis! Financia : D Ly e 3 M-Arafah lslami Sant Chief Rating Olfice
: imistration Division mpam nk Bl Fusn = 9 r
Figla_::r;;e:; :I::Q";E!?a :kﬂtimim d N-Ejﬂi?i“ 6%;2 ggahﬁ- Head Offic Cradit Rating Infoimsafion snd Sanvises Lid,
Haad Office, Dhaka rea




'}I.ISI‘ Credit Rating Information and Services Limited

First IS0 9001 : 2015 Certified Cradi Rating Company i Bangladesh Opataling Since 1945
Stetting alabal standasd af satiomaf fuel ng Compary in Bang Operaling

CREDIT RATING REPORT
Oon
AL-ARAFAH ISLAMI BANK LIMITED

According to the IMF, the country will return to its high growth trajectory next year, when the
gross domestic product (GDP) is projected to expand by 7.5 per cent,

The United Nations Committee for Develapment Palicy (CDP) has recommended graduation of
Bangladesh from the category of Least Developed Country (LDC) as it fulfifled the eligibility
criteria in terms of per capita income, human assels and economic and environmental
vulnerability.

The global grewth contraciion for 2020 is estimated at -3.5 percent, 0.9 percentage point
higher than projectad. IMF in its latest publication In 'World Economic Outlook Update' reveals
that althouagh recent vaccine approvals have raised hopes of a turnaround in the pandamic
later this year, renewed waves and new variants of the virus pose concerns for the outlook,
Amid exceptional uncertainty, the global econamy is projected to grow 5.5 percent in 2021
and 4.2 percent in 2022. The strength of the recovery is projected to vary significantly across
countries, depending on access to medical interventions, effectiveness of policy support,
exposure to cross-country spillovers, and structural characteristics entering the crisis.

3.2 Sector at year-end 2020

Though major key indicatars registerad siight improvement year on year basis (mainly due to
flexibility & relaxation in loan classification and rescheduling at nominal down payment with
extended tenure) overall banking sector's health was at stake. Huge classified loan and
stressed assets continue to become the major source of concern Though central bank has
taken a number of steps and policy measures to curb the situation, people’s conlidence -that
has been eroded to a greal extent due to liguidation process of one listed leasing company
and another near to die listed leasing company- are yet to be restored. Surplus Liquidity was
there is the banking system all the year round.

In order to ease the doing business in the Bangladesh with an objective Lo boost country’s
overall economy and to keep the GDP growth momentum 5.24% in FY 201920 (8.15% in
FY2018-19) central bank has taken a number of steps. Fixing the lending rate at 9% is aumed
to ensure supply of capital at lower rate. Moreover, though no circular has been issued, Govt,
instructs all scheduled banks not to offer more than 6% interest rate to depositors. Guidaline
of Internal Credit Risk Rating (ICRR) in 2018 has started functioning fully from October 2019,
During the year central bank accorded approval to one more scheduled bank namely Citizens
Bank Plc after immediate past approval of Bengal Commaercial Bank Ltd.

3.3 Major Issues and Public Confidence

The overall scenaiw of the banking secior in Bangladesh remained wolatile and facing
maderate level of turbulence with multiple challenges In area of weak governance, poor asset
quality, dwindling profitability, declining interest rate, marginal capital adequacy, excess
liquidity and poor risk management especially in SCBs and specialized banks. All these
together contributed for lack of confidence in public mind and caused prolonged liquidity
crunch after scam in some scheduled commercials banks and non-bank financial institutions.
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3.4 Asset Quality E’ E
Extending credit to economic sectors and maintaining assel quality were major challengegas 5
usual for overall banking sector like previous years. Licensing to new banks to work vis d#5vis E-
large number of existing scheduled banks raised queslion over its future profitable
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relaxation of loan classification and flexible rescheduling support.  NPL ratic in the ban
sector further declined to 8.06% in Q4, 2020 from 8.88% in Q3, 2020 and against 8%1%

Tk. 944.4 billion with provision shortfall of Ti, 26,4 billion at Q1, FY2021. However, industry's
classified loan came down to Tk. 882.8 hillion with provision shortfall of Tk. 1.3 billion al Q2,
FY2021.Non-performing loan in state ned commercial banks and speciallZed banks
remained worse than industry average. -
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3.5 Capital Adeguacy

The overall performance of the banking sector in terms of cavital adequazy was not
satisfactory though there was slight improvement in ratios movement, Capital to Risk
weighted asset ratio of the industry increased to 11.9% in Q3, 2020 from 11.6% In Q2, 2020
and against 11.6% in Q4, 2019, State owned Commercial Banks (SCB) and specialized banks
were non-compliant In terms of Basel capital maintenance. CRAR of SCBs stood at 8.3% in
Q3, 2020 whereas CRAR of specialized bank stood at - 33.70% in the same period. CRAR of
PCBs declined to 13.3% in Q3, 2020 from 13.62% in Q4, 2019. Over the years Capital
adequacy maintenance of Foreign Commercial Banks are satisfactory. CRAR of FCBs stood at
25.6 % in Q3, 2020,

3.6 Profitability

Profitability performance of the banking sector during FY2020 was not satisfactory except
foreign commercial banks., Regulatory compulsion of single digil lending rate, low credit
demand, moderate foreign trade and disruption in both demand and supply side in the
economy inflicted by prolonged COVID 19 pandemic caused concern and affected banking
sector profitabllity. Moreover, regulatary forbearance not to transfer all interest receipts From
loans to income ‘account directly during moratorium era, one percent additional provision for
uncollected loans and advances and prevalling excess liguidity tin the banking  systen
contributed towards moderate profitability during the' pericd. Return on Asset (ROA) ‘and
Return of Equity (ROE) of overall Industry stood at 0.25% and 4.28% respectivaly in FY 2020)
against 0.4% and 6.8% in FY2019 while 0.3% and 3.9% respectively in FY 2018 ahd 0.70%
and 9.60% respectively in FY2017. Profitability performance of both SCBs and specialized
Banks were worse and incurred loss in FY2020. Return on Assel (ROA) and Return of Equity
(ROE) of FCB stood at 2.13% and 13,10% respectively in FY2020 against 2.3% and 13.4 %%
respectively in FY2019 while 2.2% and 12.4% respectively in FY2018 and 2.2% and 11.3%
respectively in FY 2017, Profitability performance of industry’s PCBs also registered downturn.
ROA & ROE of PCBs came down to 0.7% and 10.22% respectively in FY2020 against 0.8%
and 11.2% respectively in FY2019.

3.7 Liquidity

The liquidity conditions in the banking sector rémainec adequate and improved furLHP: at the
end of Q1FY21, partly due to easing CRR policy, higher remittance inflows. and interverftion in
the foreign exchange marketl. Likewise, excess liguidity, the excess of CRR and SLR as a
percent of total demand and time liabilities (TDTL), increased o 12.6 percent in Q1FY21
compared to that of 10.7 percent in Q4FY20. TIndustry's AD ratio came down to 72.7% in
Dec.2020 from 74% In Sep. 2020 against 77.3 % in Decémber, 201% Industry's deposit
growth (year on year) excluding interbank stood al 13.1% in Ded. 2020 against advence
growth (year on year of 8.2 % in Dec. 2020). ‘Against the backdrop of impacl of coranavirus
and its effect on national economy BB has made downward revision of repo rate and Ut CRR
requiremeant of all scheduled banks as a part govt, policy suppart to curb the COVID-19
impact, specially to ensure smootli supply of fund for hard hit large, medivm and small
manufacturing and service sectors industiies,

3.8 Licensing to New Bank & Challenges Ahead

In addition to licensing of nine scheduled banks in 2013 Bangladesh Bank continued bo i ISE:
license to new banks soon after the countrywide parliamentary election at year end of 201
Ruring the year NRB Commercial Bank, one out of nine newly licensed banks has been list
with the bourse through issuing IPO. Despite the existence of a good number of schedul
banks, issuing license to new banks-brought serious criticism regarding - justification of n@wg
banks, The profitability performance of new banks is gradually |rrip|f‘cwi'ng axcepl one |1r—.wg§
licensed bank due to its small size up to this stage. The special challenges for naw banks e
low spread, comparatively high cost of fund, negligible non-funded LDI.ISII'LE“?S, high cpera
cost due to opening new branch at ‘rural area where loan growth is cxcnsm-ely negligible. 12

of credit line frq-m fareign bank in case of import business continued to become the inajor
challenges that the new banks are facing, Against the above backdrop caentral ‘barile has
extended the time line of PO of new banks' for
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4.0 CORPORATE GOVERNANCE ) = =

4.1 The Board of Directors

The Board of Directors of AIBL Chaired by Alhajj Abdus Samad, constituted of 20 Directors
excluding the Managing Director (Ex officio Director) as on December 31, 2020, Mr. Farman R.
Chowdhury is the Mapaging Director of the bank with a sirong academic and professional
background as well as banking exposures of over 34 years. The Board appointed Alhajj Md.
Amir Uddin PPM, Mr. M Kamaluddin Chowdhury and Mr. Mahbubul Alam as Independent
Directors, The Board conducted 12 meetings in FY 2020 against 11 meetings in FY 2019. The
Board is involved in the setting of key targets for.the bank management and monitoring the
progress, approval of long term strategic plan, expansion of business, appointment of key
management people and purchase of bank's property and adopts sufficient risk management
systems to mitigate the core risk of the bank.

Twenty members Board

4.2 Key Board Committees

To manage the banking operation efficiently, there are four Board Committees such as
Executive Committeg, Audit Committee, Risk Management Committee, and Sharah
Supervisory Committee, The Board also responsibly ensures good corporate governance,
devises policies, and determines both short-term and long-lerm objectives & goals of the
Banlk.

4.2.1 Executive Committees

The Executive Committee is comprised of Seven-members and is Chaired by Alhajj Salim
Rahman., The Committee reviews different operational affairs including administration and
investment, development & expansion of business of the Bank, etc, The Committee conducted
14 meetings in FY 2020 and 15 meetings in FY 2019,° '

4.2.2 Audit Committees

The Audit Committee (AC) is comprised of five-mermbers and is headad by Mahbubul Alarn.
The aother four members are Alhaji Nazmul Ahsan Khaled, Alhajj Abdul Malek Mollah, Alhaili
Niaz Ahmed, Alhajj Md, Amir Uddin PPM. AC members play a key role In the finalizatian of the
financial statements of the bank and other roles under specific Terms of Reference (ToR) that
sets out its responsibilities and composition, The Committee conducted 07 meebings ‘in FY
2020 and 09 meetings in FY 2019,

4.2.3 Risk Management Committeas

The Risk Management Committee has been formed with five members and is Chaired by M.
Badiur Rahman to formulate and Implement appropriate strategies for risk assessment, (s
control, and managemeant. The other four members are Alhajj Ahamedul Hogue, Alhajj Engr,
Khandaker Mesbah Uddin Ahmmed, Md. Rafiqul lslam, M Kamaluddin Chowdhury. The

£gT3 Committee conducted 06 meetings in EY 2020 and 04 meetings in FY 2019,

o's .-

5 % .5 4.2.4 Shariah Supervisory Committees

Eé’ - AIBL is operating cosed on Islamic Shariah a..d thersfore strict adherence to Shariah
[ - - principles is the core strategy of the banking business. So, the bank has no other alternalize
5 v E but to comply with Shariah in all activities under the guidance of the Shariah Supewiggy
ES 8 Committee. The Shariah Supervisory Committes s composed of eight members and Chal
X g 2 by Mufti Sayeed Ahmad Muzaddedi. The committes specialized in Fighul Muamalat {(15lage
" ;' Commercial Law) according to guldelines given by the Bangladesh Bank to ensure whethar, i
g'é g banking operations are transacled following Islami Shariah we. Qur'an, Sunnab, [jma @

Iztihad. The Committae reviews different operational 1ssues and gives an independant opir
based on Islamic Shariah. [t also provitles necessaty quidelines and creates awarengess o
the compliance of Shariah. For effective compliance of Sharlah in all the areas, s
important programs i.e. Shariah Training and Awareness Programs, Clients Get together;
were conducted during the year FY 2020. The Committee conducted 06 meetings in FY 2
and 06 meetings in FY 2019 to discuss the matters of the Bank to give opinlons & directives
and given solutions thereaf from the viewpoint of Shariah Principles. _#-.-1
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the Shariah Supervisory Committee undertook different programs tor Sharigh compliance In
the Bank. During FY 2020, the Committee has visited 184 branches out of 184 that was 182
branches out of 182 in FY 2019 and inspected them by the ShariahMuraguibs, The team
observed the Shariah compliances, gave necessary Instructions on the spot, arid submitted
tha report to the Council, They have also submitted corrective measures to rectify the laws in
implementing Sharah guidelings into the banking operations.

4.3 Delegation of Power

To run the day to day banking activities properly and without any hindrance, AIBL Board has
delegated requisite power. to the management {in terms of credit, administrative and
financial). Credit approval authority is delegated with different limits in different sectors to the
Managing Director, Deputy Managing Director (DMD), Senior Executive Vice President (SEVP),
Executive Vice President (EVP), Senlor Vice President (SVP), Vice President (VP), Senior
Assistant Vice President (SAVP) and Assistant Vice President (AVP) are also enjoying certain
credit approval authority, The maximum Hmit is delagated to the Managing Director to the
tune of Tk. 10.00 million, DMD Tl 2.00 million, EVE Tk, Q.80 million, SVP Tk, 0,60 million, VF
Tic. 0.40 million and AVP Tk. 0.30 million. Proposal beyond delegation Is submitted to the EC
or to the Board for approval. Board framed policy & procedures for the bank’s r:;ependiturc:.
4.4 Management Team o

The Management Cornmittee of AIBL is headed by Mr. Farrman R, Chowdhury, tha Man@stliﬁg
Director of the Bank with strong academic and professional background as well as Banking
expasures over 34 years, In the management team, Mr, Farman R: Chowdhury is aided by
eight Deputy Managing Directors, twelve Senior Executive Vice Mresident, eight Executive Vice
Presidents, fifty-three vice presidents, twenty-one Senior Assistant Vice President, one
hundred and thirty-three Assistant Vice Presidents who lead different Wings, Divisions &
Brarches, The day-to-day banking functions are handled by these profassiatals with rriadermn
banking knowledge and experience. The abave management team provides a wide succassien
plan and has the acumen to carry out the objectives of the bank sioothly, The management
of the bank has several Management Committees to handle the banking operation afficiently
such as Management Committee (MAN-COM} and Asset Liability Managemenl Coramittea
(ALCO). The two important Management Committees namely MAN-COM and ALCO are headed
by the Managing Director, The committees meet at least once every manth. The main
functions of the MAN-COM are to look after the general banking business. In monthly ALCO
meetings, relevant Issues |ike economic forecast, market status, peer group analysis,
projections on profit rate and exchange rate and spreads; balance sheat gap in

liquidity ‘'structure & profit rate sensitivity of gap, pertinent to e atio anhalyes, intéral
Transfer Pricing, Contingency Funding Plan, Stress Testing, Liguidity Coverage Ratio'(LCRY,
Transfer Pricing mechanrism for intérnal funding and investments i Governrnent SECLFTES,
regulatory & other audit compliance are discussed and decisions are taker for the interest of
the bank. i '

4.5 Human Resources Management (HRM)
AIBL has been following Beard approved structured human resources policies that lnclu@ 1
some benefits such as contributory provident fund, gratuily, leave encashment facility, Grokp i
insurance, etc. The banks' total HR base stood at 3866 and 3795 as of December 31, 2028, =
and December 31, 2019, respectively. Out of the total HR base, there are 294 exdoutivis, B
2,907 officers, and 665 other staff. During FY 2020 and FY 2019, the bank recrulted (fr b

and experienced) NIL and 173 employess respectively. Eg

During FY 2020, AIBL's Training Institute conducted 63 programs which include 04 traig:
courses, 49 workshops, 01 EDPs, and 10 outreach programs. There were 5791 particiy ;
who attended the programs during the period from January te December 2020, Out of b _"'
significant number of warkshaps were arranged for fulfilling the requirements of clirrant if Esﬁ
relating ta banking operations like as “Preveéntion of Money Laundering and Combating
Financing of Terrarism” and "Capacity Buildipg in Banking Operation”. The employes twrnover
rate stood at 1.35% in FY 2020 compared/to}l . 40% in FY 2019, : ~ E
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4.6 Management Information System (MIS)

AIBL Is running centralized operations for all branches with 100+ ATM, Bank have a
Datacenter and Disaster Recovery site (DRS). The Bank's Core Banking Systermn (CBS) is
“ABABIL" developed by Millennium Information Solubtion Ltd, In terms of modernization
*ABABIL" reached 9™ pesition in the global ranking for lslamic Banking Software as per
Gartner report. CBS uses 3-tier application architecture with ORACLE Database {1lg
Enterprise Edition) along with other Oracle products like Active Data Guard (ADG) for ensuring
data replication to the Disaster Recovery Site (DRS) maintaining consistency and accuracy
with efficlency and quality of service. With the supportive role of Bangladesh Bank, AIBL has
implemented the following projects successfully such as MasterCard debit and credit card &
Merchant Banking, Natlonal Payment Gateway (NPG), Agent Banking, Mobile Banking,
Internet Banking, SMS Banking, Business Process Automation (BPA), Enterprise Resource
Management (EAMS), Human Resource Management (HRMS), Batch, EFT & Real Time Gross
Settlement (RTGS), Sanction Screening Software, etc. Mareover, AIBL has taken a different
number of IT projects to become one of the best technalogically advanced banks in the
country within next 3 years, ensuring 100% Regulatory Compliance by taking highest possible
ICT security measures within a year and taking necessary steps to earn the highest lavel of
satisfaction by the end-users in ICT Supports Service by 2020.

5.0 RISK MANAGEMENT : | | —

The risk management frarnewoik of the bank has been estabiished based on guidelines given
by Bangladesh Bank that defines Risk Mapagement structure, role, responsibilities, and the
processes to identify, quantify, and manage risk within the framework under the given policy.
The unit is responsible for measurement, integration, and manitormg of all risks within Lhe
risk appetite set by the Board of Directors.

aufiga
'cer (Acting)
imitag

5.1 Investment Risk Management

CRISL opines that the bank may face substantial credit (investment) risk due Lo damage
caused by COVID-19 pandemic in different business clusters (Corporate, SME, Retail, Micro,
Cottage and Agriculture) of its operation. As the coliection from various business segments
has slowed down during the current situation of economic fallout, bank's loan (investment)
growth may be hampered in the days tc come, Moreover, the bank peeds ko maintain
cautious lending to provide loan while implementing the Govt. declared various stimulus
packages; otherwise it may hit credit risk further against the backdrop of current scenario,

ulive o
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The bank established an Investment Risk Management framework as directed by Banglodesh
Bank through the introduction of Risk Management policy guidelings along with the
implementation of the Investment Risk Grading. The Investment Risk palicy is reviewed from
time to time for the adoption of new techniques/ policles for measurement and managenient
of risk In line with the socio-economic scenario and investment environment of the country,

Al FCA

Raihan
(CC)
Investment Limitor

MD & CEo
Prime Banl

To manage the investment risk, AIBL formed an Investment risk management committes that
supervises and monitors Issues related to investment concentration, investment risk grading,
corparate client rating, non-perferming investment, residual risk against investment, provision
against classified investment, investmenl mix, asset quality, etc. The bank Tormulated
investment policies In compliance with regulatory reguirements covering  investment
assesament, collateral reguirements, risk  agrading & Ceporting,  dotumentation, legal
formalities & procedures, ™= bank has segregated irvestment approval,  investment
administration, investmenl recovery, and legal authority, The bank has segregated duties of
the aofficers/executives Involved in investment related activities.

_ |

Khandoker

Based on the designation of officials, authorization limits have been carefully allocated in
branches, zonal offices and head office for the approval and renewal of investiment Facilities,
Board is the supreme authority to approve investment beyond the discretionary power of
branches, zonal officials, Head Office Executives, MC, and EC.

CRISL observed that the bank has scope to do further due diligence to _in{u"EE-tfﬁE.‘_t
2 /
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requirement of existing/proposed borrower as well as rescheduling clients, negligence of
which will further hamper the asset quality of the bank to a great extent.

While reviewing the risk weight wise distribution of on-balance sheet (consolidated) exposure
under Investiment (credit) risk, it was revealed that 18.79% of the exposures falls under 0%
risk category, 10.84% under 20% risk, 2.18% under 40.00%, 36.52% under 50% risk,
8.36% under 60,00%, 1.99% under 75%, 0.52% under 80.00%. 11,26% under 100%,
7.49% under 125%, 1.47% under 150% risk weight and 0,59% under credit risk mitigation.
Considering the corporate exposure segment (dynamic risk weight), 89,38% exposure has
been rated by ECAIs while rest 10.62% of corporate exposure is unrated.

Likewise, the risk weight wise distribution of on-balance sheet (solo) exposure under
Investment (credit) risk, it was revealed that 18.93% of the exposures falls under 0% risk
category, 10.97% under 20% risk, 2.20% under 40.00%), 36,81% under 50% risk, B.43%
under 60.00%, 2.01% under 75%, 0.52% under 80.00%. 11.67% under 100%, 0.14% under
120%, 6.24% under 125%, 1.48% under 150% risk weight and 0.60% under credit risk
mitigation. Agaln on the corporate exposure segment (dynamic risk weight), 89.38%
exposure has been rated by ECAIs while rest 10,62% of corporate exposure is unrated,

CRISL observes that unrated carporate exposure of the bank needs to be rated to know the
actual position of CRAR and the bank should also keep the rating updated of both cerporate
and SME clients to manage CRAR.

5.2 Asset Liability Management

soet-Liability Management (ALM) is an integral past of the Bank Management that manages
the bank's on and Off-Balance sheet position to offer competitively priced products and
services to the customers. AIBL has an Assel Liability Committee-ALCO, comprising of the
senior members of the management, Chaired by the Managing Director to take striategic
decisions on fixation of asset-liability pricing, responding to market scenarios. In monthly
ALCO meetings, relevant issues like economic forecast, market status, peer group analysis,
projections on profit rate and exchange rate and spreads; balance sheet gap in liquidity
stricture & profit rate sensitivity of gap, pertinent to the ratio analysis, internal Transfer
Pricing, Contingency Funding Plan, Stress Testing, Liquidity Coverage Ratio (LCR), Transfer
Pricing mechanism for internal funding and investments in Government securities, regulatory
& other audit compliance are discussed and decisions are taken for the interest of the bark.
The Committee conducted 12 meetings and 12 meetings in FY 2020 and FY 2019 respactively.

5.3 Operational Risk Management

5.3.1 Internal Control and Compliance (ICC)

Internal contral s the process, designed to provide reasonable assurance regarding the
achievement of objectives i the effectivensss and efficieancy of operations, the reliability of
financial reporting, and compliance with applicable laws, regulations, and internal policies. Te
this effect, the bank has formed an Internal Control & Compliance (ICC) division headed by
Deputy Managing Director. The ICC division has been segregated to three departments
namely, audit & inspection department, audit monitoring department, and regulatory
compliance department. AIBL's internal control contains self-monitoring mechanisms and &
ensure effective control, the Investment documentation checklist, and aquarterly operation
report have been developed and Implemented. Internal audit and internal control teams carry
out regular audit and surprise/special inspection of the branches to mitigate operational risk
and restrain the possibility of cireumvention or overriding the cantrol procedure. 1CC division
submits a parallel comprehensive internal audit report to the Managing Director and the Audit
Committee. Within 02 (two) months afler receiving the audit report, the audit menitoring
department completes the compliance report and submits the report to the audit committee
for their review, The comiittee reviews the system of internal control and the audit process
for compliance with rules, regulations, and code of conduct, financial reporting process, and
also suggests actions to remedy the lapses/irreqularities. By this time the ICC division has
introduced concurrent audit, surprise Inspection, auto information system, Quarterly Audited
System, and mandatory leave policy to bepst-up the functions of mternal control and
campliance. As per approved Annual Audit Audit & Inspection Division has co:'r}pleied
100% audit including Surprise & Special au .j‘ and Head office, 7
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5.3.2 Prevention of Money Laundering & Financing of Terrorism

Money Laundering and Financing of Terrorism are alarming threats worldwide. As such, AIBL
has established a framework for Anti Money Laundering (AML)/Combating Financing of
Terrorism (CFT) compliance based on relevant laws enacted by the Government of
Bangladesh to combat money laundering/terrorist financing and in line with the rules
governing the conduct aof all account relationships issued by Bangladesh Financial Intelligence
Unit (BFIU). A separate palicy for AML/CFT has been approved by the Board of Directors and
is reviewed periodically, while the Compliance Unit carries out sample Lesting bank-wide to
ensure adherence. For mitigating the risk the bank has a Central Compliance Unit (CCU) at
Head office. AIBEL's Central Compliance Unit (CCU) is a strong committee comprising of several
heads of divisions/wings engaged in custamer transactions under different products. The unit
reviews the anti-money laundering activities of the bank regularly. The bank has a desiwgnated
Chief Antl Money Laundering Compliance Officers (CAMLCO) at Head office and Branch Anti
Money Laundering Compliance Officers (BAMILCO) at branches. The compliance officers review
the Suspicious Transaction (STR) and record them properly, Manuals have been established
for the prevention of money laundering and transaction profile has been introduced, Branches
are under special AML/ CFT compliance monitoring by the Anti-Money Laundering Division
(The operational unit of CCU), Internal Audit & Inspection Division (AID) as well as by the
Zonal Offices, Department of Banking Inspection (DBI) of Bangladesh Bank and Bangiadesh
Financial Inteilligence Unit (BFIU) also conducts regular and special audits of the branches and
Head Office on AML/CFT compliance issues. Pieces of training are continuously given Lo all
categories of officers and executives for developing awareness and skill for identifying
suspiclous activities, The bank submits the STR, CTR, and olher periodical reporis to
Bangladesh Bank on time, During FY 2020, 14 workshops were arrangec (11 workshops were
in FY 2019) for fulfilling the requirements of current Issues relating to banking operations like
"Pravention of Maney Laundering and Combating Financing of Terrorism"”.

5.4 Market Ri'slk
Major market risks arise from profil rate risk, equity and commodity financing risk, and
foreign exchange risk. The position of AIBL stands as follows:

5.4.1 Profit Rate risk
The Asset Liability Committes (ALCO) of AIBL maonitars and evaluates the everall profit rate
structura. AIBL has been following a competitive profil rate and has the flexibility of selting
profit rates accarding to market conditions and Banaladesh Bank ceilings. The ALCO has
established its Profit Rate Policy to monitor and for minimization of profit rate risks at an
acceptable level. These guidalines and actions are taken In adherence to the policies issuad by
Bangladesh Bank from time Yo time. The Bank analyzes different factors such as Rare
Sensitive (RS) Gap Analysis and Duration Gap Analysis. ALM desk of Treasury Front Office snd
Investment Division of Head Office analyzes and submits a proposal for the review of profit
rates considering previously mentioned factors, on deposit and investment respectively as and
when necessary. AIBL always observe market scenario and adjusts its interast rate
accordingly to retain core depositors, g
g

5.4.2 Equity Risk

The bank Is exposed to equity risk due to the existence of exposure in the capital market. Tl
bank is managing the risk by keeping its expusure within the regulatory limits and diversifie
equity mix. As of December 31, 2020, the cost price of equity investment (only quot
portion) increased to TK, 184.73 million against the markel value of TK. 156.44 milli
resulting in an unrealized loss of Tk, 28.29 million. The capital market exposure stood o
24.97% against the reguiatory Hmit of 25.00% of total capital. In the unguoted sh‘ﬁﬁ
category, it has an Investment in swift share, SIBL Mudaraba subordinate bond, Cent&iks
Depository Bangladesh Limited, and Millennium Information Solution Limited, .

5.4.3 Foreign Exchange Risk

As per foreign exchange risk management guidelines, the bank has established a separare
treasury department at Head Office. The risks are measured and monitored by the Treasury
Department. The department monitors te FX price changes. Treasury Division always
monitors the market scenario of risks and joes the foreign operations in such a way that
earnings are not hampered againg] ﬁ’ :
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exchange transactions are revalued at the mark to market rate as determined by 8angladesh
Bank at the month-end. All Nostro (27nos) accounts are reconciled on monthly basis and
outstanding entry beyond 30 days is reviewad by the management for its settlement.
Regulatory reports are submitted on time to Bangladesh Bank. At present, 344 correspondent
banking relationships are being maintained with different reputed banks in 54 countries of the
world,

6.0 PERFORMANCE
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6.1 Analytical Framework

The analytical framework is mainly based on the consolidated financials of the bank. CRISL
analyzed the financial performance of the bank considering it as a single economic entity after
taking into account of parent and subsidiary operations of 02 (two) subsidiaries of AIBL,
Moreover, it discussed and reviewed the operational performance of the subsidiary operation
of the bank as a separate and individual entity in line with the Interpational Financial
Reporting Standards (IFRS) and BB guidelines.

6.2 Financial Performance (Consolidated) .

The overall financial performance of the Bank has been found average in FY 2020 thouah
major profitability performance indicators of the bank were almost stable and found
marginally lower as compared to the PCB industry average. CRISL vpines that bank's
profitability in coming days will largely depand on turnaround in lecal and global econcmy with
resumption of normalcy of business activity that was hit-hard by COVID-19, success of
ongoing vaccination drive, govt, policy stance & action plan to address second wave or any
future COVID ralated contingency, increase in purchasing power of general peaple, rise in
employment, current growth of remittance inflow, private sector credit demand and boast in
foreign trade etc. Moreover, imposition of lending cap may narrow down bank's spread, Apart
from that regulatory restriction of nat to book interest on loan and advances for Apell and May
of 2020 and te transfer it to block account lingered the collection efficiency of the banlk.

CRISL opines that as the hank has significant expasure is SME sector, due to restriction an
lending; the bank's SME portfolic operation may face a severe selback in caming days as
operating cost in SME segment is comparatively high. Moreover, this segment is hit hard by
COVID-19 fallout and the shoclk absorption capacity of a small business unit is comparatively
law, which may affect badly o the bank’s earnings in this segment. Profit earnings from other
segments will also be affected which may pull down the bank's overall profitability. With the
deciine In trade finance, bank fee and commission-based earnings. will suffer 5 zethack.
Earnings from capital market operation (through the Brokerage House, Merchant Bank
Operation) are also likely to increase under the current contex! as average turnover in the
country’s both the bourses are increasing. All these together may affect the bank's ovarall
profitability in the coming yvear, [ '

AIBL's investment ncome decreased by 8.61% and stood at Tk, 26,331.28 million in FY 2020,
On the other hand, profit paid on deposits & borrowing decreased by 11% and stood at Tk,
16,556.64 million in the same period. Therefore, net Profit income stood at Tk, §774.63
millian In FY 2020 agalnst Tk. 10,207.24 million in FY 2019. The total operating income
decreased by 5.72% and stood at Tk. 13,430.10 millien in FY 2020 compared Lo Tk.
14,244.81 million in FY 2019, ] '

Ali FCA

Qut of total operating income, 72.78% came from net investmeant icome, 19.56% came from
the commission, exchange, and brokerage, 5.08% came from investment income from shares
and 2.58% came from other operating income. The total operating profit before tax and
pravision declined by 14.92% and stood at Tk. 6,687.76 million in FY 2020 ‘against Tk,
7,B60.63 million In FY 2019, 'During the surveillance year, the total provision of the Hanls
came down to Tk, 1,887,90 million in FY 2020 from Tk. 2,867.66 million in FY 2012 due to
decrease in the form of provision for classified investment (Loan relaxation policy of
Bangladesh Bank due to Covid-19 Pandemic sit). The net profit after provision & tax
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Frime Bank Investment Limiteq

MD & CEO

increased cdue to the decrease in provision for clag westment as well as for the defrease
of tax provision and stood ot Tk, 2,571.81 miilig {20 pgalnst Tk, 2,427 64-Tnillion in
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FY 2019 registering a positive growth of 5.94%. The Net Profit/Interest Margin (NIM) of tha
bank declined to 2.81% in FY 2020 fram 3.21% in FY 2019 as the prafit on investment of the
bank was lower than the profit paid on deposits & borrowing.
The weighted average profit rate of Inan/investment {year-end) stood at 7,.96% in FY 2020
against 9,60% in FY 2019 whereas weighted average profit rate of deposits {Year-end) stood
at 5.04% in FY 2020 and 6.34% in FY 2019 resulting in a spread of 2.92% in FY 2020 against
3.26% in FY 2019, ]
The Return 6n Average Assets (after-tax) slightly, moderated to 0.64% in FY 2020 from 0.67%
in FY 2019 which was lower compared to the PCB industry average. The Return on Averace
Equity (after-tax) also registered a slightly improvement and stood at 10.37% in FY 2020
against 10.19% in FY 2019. AIBL's Return on Average Risk-Weighted Assets declined to
1.11% in FY 2020 from 1.12% n FY 2019 respectively.
CRISL reviewad the Lst quarter unaudited financial statements of FY 2021 and found that the
net profit after tax of AIBL stood Tk. 226.45 million in three months operation of FY 2021
which was Tk. 538.20 million in the corresponding perled of the previous year.
6.2.1 Stand Alone Operations
On a standalone basis, the financial perfermance of the Bank has also been found average n
FY 2020, The financial perfarmance of the bank was mainly dominated by profit on investinent
(interest on loan & advances) and commission, exchange # brokerage income. The
investment income of the bank decreased by B.41% and stood at Tk, 26,169.24 million in 7Y
2020 and Tk. 28,571.10 million in FY 2019, The net investment income of the bank miso
decreased by 3.61% and stood at Tk. 9,783.69 million in FY 2020 and Tk. 10,149.81 millian n
FY 2019,
The bank earned a total operating income of Tk, 13,2725.60 million in FY 2020 and Thk.
14,044.41 million in FY 2019, The total operating income cansisted of net investment income
of Tk. 9,783.69 milllon, income from Investiment in shares & securities of Tk. 679.34 million,
commission, exchange, and brokerage of Tk. 2,500.6) million and other operating income of
Tk. 311.96 million., Against the operating income, the bank incurred the total operating
expense of Tk. 6,614,510 million in FY 2020 which was Tk, 6,242.63 million n F‘l"?.QIf-T. The
prafit before provision and tax stood at Tk, 6,661,009 million in FY 2020 and Tk. 7,B801.77
million in FY 2019, The net profit after tax increased to Tk.2,550,79 million in FY 2020 and Tk,
2,413.57 million in FY 2019 registering a 5.6%% increase irom |ast year.
6.2.2 Subsidiary Operations nod
AIBL Capital Market Services Lirnited, a brokerage house opp*rahun consisting of DEE & CHE
membearship, was incorporated on September 20, 2010, as @ subsidiary company ol Al-Arafah
Islarni Bank Limited with an authorized capital of Tk. 10,000.00 milion and paid-up capital ‘of
Tk. 4,000.00 million. The Investment income declined to Tk, 201.66 million i FY 2020 ir. hen
Thk. 255.09 million in FY 2019 indicating 20.94% of negative growth and net i1.v9=,tn'1mn logs
E; Ei"ﬂ stood at Tk. 16.00 million In FY 2020 against net investment income of Tk. 48.97 milton FY
.E"g .# 2019. After deducting all the expenses, the net profit after tax & provision rose to Tk, 16.40
'S-;_—-.g million in FY 2020 from Tk. 9.42 million in FY 2013. The net profit after tax & provision 5 §
il Sz increased in FY 2020 due to decrease in provision for inveéstment antd taxation. & B
o4 -1
,‘u: g g AIBL Capital Management Limited, a full-fledged merchant bank aperation of the bank was < E'
'E"E g incorporated on October 25, 2011, with an euthorized capital of Tk. 2,000.00 million and paid: ’gﬁ‘g
P 2 up capital of Tk. 500.00 million and came into operation In the sama: year. AIBL Capital ﬁ.‘.&-ig
ekl Manadement Limited invested in the capital market amd the market value of the portfolio ng
] = 3 stood at Tk. 163.76 millian with the face value of Tk, 158,73 million as of December 31, 20208, 5 8&
Y2 resulting in an unrealized loss of Tk. 5.03 million. Hewever, no provision has beern mare for B
diminution in the value of the investment in histed securities for FY 2020, As of December 31, Egg

2020, the investment decreased to Thk. 113.37 million from Tk 113.63 million in the previous

year due to decrmase in margin investment. The investment incame declihed to Thk: 695

million in FY 2020 from Tk. 8.46 million in FY 2019 shawing' 17.91% of negative g;}yfh in the
ol

s ey furm of margin profit income and profit on MTRR, H Yer, net i invastrment income decreased
| Page 13 of 22 o Tk. 6.95 million in FY 2020 from net investment e of Tk. 4.46 rmll:mylﬁ FY 2019, In
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FY 2020, the operating income decreased to Tk. 4.9/ million from Tk, & 51 millien in FY 2019
due to major changes in capital gain. After deducting all the expenses, the net profit after tax
and pravision stood at Tk. 4.62 million in FY 2020 and Tk, 4.65 milllon in FY 2019 showing
0.67% of negative growth.

6.3 Operating Efficiency (Overall)

The overall operating efficiency of the bank registered moderate downturn in FY 2020
compared to the previous year. The aperating efficiency Is reviewed in terms of operating
income, operating expenses, cost-to-income ratio, and yield per Thk. 100 staff cost, The overall
operating efficiency of AIBL decreased during FY 2020, The aperating Income of the bank rose
to Tk. 13,430.10 milllon {1k, 13,275.60 million as the standalone basis) in FY 2020 from Th:
14,244.81 million (Tk. 14,044.40 million as the standalone basis) in FY 2019 showing a
negative growth of 5.72%. On the other hand, operating expenses increased o Tk, 6,742.33
millien (Tk. 6,614.5L million as the standalone basis) in FY 2020 from Tk. 6,384.18 million
(Tk, 6,242.63 million as the standalone basis) in FY 2019 with a growth of 5.61% mainly due
to an increase of salary & allowances and depreaciation and repairs to the bank's properties.

It appears from the above that the growth of the operating expense of the bank has heen
lower than the growth of operating income during FY 2020 and the efficiency ratio Increased
to 50.20% in FY 2020 fram 44.82% In FY 2019, In consderation of the pandemic COVID- 19's
(second wave) impact, CRISL views that operating officiency of AIBL inay dwindle <ue o
upward trend in operating expenses and downward pressure on operating income {reduction
in loan/investment, export, import, remittance flow, atc.). Accordingly the yield per TK. 100
staff cost decreased to Tk. 146,48 in FY 2020 from Tk. 187.26 in FY 2019,

7.0 ASSET MANAGEMENT

7.1 Non Performing Investment (NPI) (Soio Basis)

Overall asset guality of the bank is moderate compared to private sector banks in the
industry. Reported asset quality of the bank registered slight improvement due to requialory
forbearance of not to classify overdue loan account during pandemic situation as weli for
relaxation in loan restructuring to help out COVID-19 inflicted banking industry and in line
with govt. policy through implementing a series of Govt. declared stimulus package to
revitalize COVID-19 stricken economy. Credit demand In the economy was not that much as
expected due to closure of many business industries which ultimately resulted in inoderate
growth in AIBL's loan hook.

CRISL opines that assel quality of the hank may register decling in the days to come tue to
hard hit of economy caused by Corona virus pandemic as almost all business setiments
{Carporate, SME, Agriculture, Cottage & Micro, Retail) of the economy are severely afiected,
Though Govt. has declared variaus stimulus packagas for various business clusters alrarig with
policy changes (revision of CRR, ADR, Repo Rate), bank’s credit risk in the current context will
further amplify in line with global business scenario. As the warld is predicted to be hit hard
by deep economic recession, Bangladesh economy including its banking sector will also face a
huge blow in coming days, CRISL opines that in current context of second wave , maderate
vacoination rate, and as well as in post pandemic situation bank asset quality will be at risk
due te recovery risk arising out of business challenges in past pandemic situation align=ed with
global economic scenarin. Expiry of regulatory relaxation may resull decline in bank asset
guallty in coming days.

Ali FCA

Total investment (including bills purchased and discounted) of the bank increased to Thk.
303,210.41 million in FY 2020 from Tk, 283,247.58 million in FY 2019, indicating an increase
of 7.05%. Out of total investments, 96.12% is unclassified investment and 3,88% is classified
investment in FY 2020. Total unclassified Investment stood at Tk. 297,992.53 million where
08.29% is standard investrnent and 1.71% is Special Maentioned Accounts (SMA) investment
in FY 2020. AIBL's gross Non-Perforining Investment (NP1} decreased to Tk. 11,769.58 million
as of December 31, 2020, fram Tk. 14,100.42 n as of Decermber 31, 2019, with a

ecrease of Th. 2,330.84 million due to new Invesy pan) classification as EF.'I',B[(?;:'CUBI"
regarding Covid-19, -~
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Out of the total non-performing Investment, 76.63% investment is bad/loss, while 14.44% is
sub-standard and 8.96% is doubtful. However, out of total Non-Perfarming Investment, the
bad/loss amount was significant In the fast two years. During FY 2020, AIBL has writlen off
Tk, 121.32 million and realized Tk, 56.95 million that was previously written off. Moreover,
lawsuits have been filed to recover written off investment amounting to Tk. 7,328.75 million.
The gross NPI ratio of the decreased and stood at 3,88% in FY 2020 from 4.98% in FY 2019,
AIBL made substantial rescheduling of investment and stay order Investment (amounting to
Tk, 21,959.80 milllon and Tk. 11,051.80 million} during FY 2020, Stressed asset ratio of the
bank (Mon-parfarming investment, rescheduled investment and stay order Investment) stoad
at 14.77% in FY 2020,

The total provision reqguirement of AIBL was Tk. 10,771.61 million {general & specific
pravision including off-balance sheet) in FY 2020 ard against the requirement, provision
maintained by AIBL stood at T%. 10,771.61 million in FY 2029.

While analyzing, CRISL observed that Top-20 defaulters of the bank were holding Tk.
5,483.40 million of total NP1 as of December 2020 which is 46.59% of the total non-
performing investment.

7.2 Sectoral Concentration

The total investment portfolio of the bank is diversified among same prospective economic
sectors of the country. The management has defined different lending caps for different
sectors depending on the investment demand and the Investment risk thereon. As af
Decamber 31, 2020, the investment partfelio of the bank shows concentration towards the
incdustry which grabs a large portion (43.89%) of the investment portfolio, followed by Trade
Service (34.34%), Construction (10.83%), Transport & Commiunication (8.15%), Agriculture
£1.71%) and service and others (1.07%).

Under the above circumstances, it has been revealed that the bank has concentrated more in
industry and Trade Service during 2020. While analyzing, CRISL observes that the bank does
sectoral study to a limited scale to compare various econamic sectars where the bank has
exposura. CRISL believes the bank would be benefitted from having a separate study fror cach
sector for smoath identification of sectoral prospects as well as sectoral threaks/ drawbacks,

The bank disbursed rmaximum investment and advances to Dhaka Division (78.06%) followed
by Chattogram Division (12.21%), Khulna Division (1.71%), Rajshahi Division {3.05%),
Rangpur Division (2.89%), Mymenshing (0.65%), Barisal Division (0.99%), Sylhat Division
(0.42%). Significant investment in Dhaka and Chattogram division was due to business
localization.

7.3 Large % Director's Investment

The Bank has considerable ‘large investment exposure in FY 2020, AIBL has 37 large
investment accounts of Tk, 130,589.60 million (42.31% of total investiments) in FY 2020
(funded and non-funded). Large investment exposure of the bank is within the allowable limit,
CRISL observes that all large investment exposure of the bank should be rated to assess Lhe
probable business risk Involved with an investment In such clients.

7.4 Rescheduled Investments

AIBL rescheduled a significant amount of investment during FY 2020 which amounted to Tk,
21,959.80 million in FY 2020, Total recovery from the rescheduled Investment stood atb Tk.
2,113.40 million in FY 2020 and TK. 912.70 milllon in FY 2019,

7.5 Off Balance Sheet Exposure
Tatal off-balance sheet exposure of ALBL increased to Tk, 97,941.97 milllon as on December
31, 2020, against Tk. B0,399.08 mililen as of December 31, 2019, having a arowth of
21.82%. The Off-Balance Sheet exposure consists of Acceptance and Endorsement of Tk.
54,176.67 million (55.32%), Letter of Guarantee of Tk. 10,511.21 million (L10.73%),
Irrevocable Letter of Credit of Tk, 28,867.36 millionA29.47%) and Bills for the collection of
Tk. 4,3B6.74 millian (4.48%). Therefore, the off-Balande,shect Hisle- Weightad Assets stood at

7
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Tk, 12,469.50 milllon which is 5.15% of total Risk-Weighted Assets in FY 2020 and Tk,
7,194.35 million which Is 3.24% of total Risk-Weighted Assafs in FY 2019, The bank made
provision of Tk, 935.50 million against off-balance sheat exposure in FY 2020, compared to
Tk, 778.50 million in FY 2019,

While reviewing the risk weight-wise classification of the credil equivalent of off-balance sheat
exposure (consolidated), it has been revealed that 37.78% falls under 20% risk category
followed by 58.28% under 50% risk category, 1.70% under 75% risk category, and 2.24%
under 100% risk category.

8.0  CAPITAL ADEQUACY o Al

The overall capital adequacy of the barnlk is good and in line with requirements under the risk-
based capital adequacy framework of Basgl-TI1. The total RWA of the bank {standalone basis)
stood at Tk, 242,083.78 million as of December 31, 2020, of which 90,25% emanated from
credit risk, 8.16% frem operational risk and 1.59% frem markel risk, Based on the above the
minimum capital requirement stood at Tk, 30,260.47 million (Including conservation buffer
12.50%) against which the total capital stood at Tk. 37,081.73 million in FY 2020. The Capital
to Risk-Welghted Asset Ratio (CRAR) on core capital (Tier-1) stood at 9.15% and on
supplementary capital (Tier-I1) stood at 6.33%. The Capital to Risk-Weighted Asset Ratin
(CRAR) increased to 15.48% as of December 31, 2020, against 13.88% as of December 31,
2019.

The total RWA of the bank (consolidation basis) stoaed at T 245,788.56 million es of
December 31, 2020, of which 90.07% emanated from credit risk, 8, 17% from operaticnal risk
and 1.76% from market fisk. Based oo e above the minimum capital requirement stood at
Tk. 24,578.86 million against which the total capital stood at Tk 39,256.14 millian in FY
2020, The Capital to Risk-Weighted Asset Ratio (CRAR) on core capital (Tier-1) stood at
9.74% and on supplementary capital {Tier-11) stood at 6.24%. The Capital to Risk-Weighted
Asset Ratio (CRAR) slightly increased to 15,97% as of December 31, 2020, fromi 14.58% as of
December 31, 2019,

The Bank is presantly in the process of preparation and finalization of the Internal Capital
Adequacy Assessment Process (1CAAFP) for December 31, 2020. Total cepital requiremaent aof
the bank under pillar-1 and pillar-11 risk as per [CAAP based on audited accounts of £Y 2020
stood at Tk. 39,258.00 million and against which bank's total capital stood at Tk. 32,553.18
million as of December, 2019, '

Stress Testing Analysis

Change
h
chang | caan sin | carar | P91 cra
| after CRAR after i after
HTAVII A0S ‘CH“;:"; Shock | (Moder | Shock | (ASE | shock
(%) | o ate (%) : (%)
J I S!’-‘I'-:IEH] | . |shack) | shock) g
Performing loan directly downgrated (o i 5 T 3
B/L ; Sectora| Cancentration 1 | e S R i i M
Pefforming loan directly downgraded Lo : ; .
B/L ¢ Sectoral Concentration 2 e _[1“ | Asad n__.t_.s } i | L0 1_" <)
f;f;:ﬁﬁgr:“b':&;gge todefault of top 10 | co3 | 924 | -13.81 | 146 | -18.87 | -3.60
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Decrease In the FSV of the gollateral | -0.35 1492 | 070 14.57 -1.42 13.46
Increase In NPL = 1,27 | 14.05 | -4.36 | teo1 | -970 | 5°8
Change in Interest rate «0.00 | 1537 .00 1527 0.00 LS
FEX: Currency Appreciation -0.04 | 1523 -og | 15,19 .10 o | M- 5
Equity shock - 001 | 1526 -0.02 15.25 -004 | 15
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‘AIBL s compliant in maintaining capital adequacy according to the Pillar-I risk under Basel 11
capital requirement, but any major change in the risk indicators «an alfect the overall capital
adequacy of the bank. From the above analysis it has been revealed that CRAR of the bank is
highly sensitive to increase In NPT due to default of Top 10 large loan barrowers,

9.0 LIQUIDITY FUNDING (SOLO BASIS)

9.1 Liquidity
The overall liquidity of AIBL has been found average as of December 31, 2020. AIBL has been
maintaining Cash Reserve Requirement {CRR) and Stalutory Liquidity Ratio (SLR) in line with
the Bangladesh Bank requirement over the years. As of Doecember 31, 2020, the CRR
requirement stood at Tk, 13,637.90 million and against wiich Alsl kept Tk, 26,864.75 milhon
Averags iy with a surplus of Tk. 13,226.79 million, A5 un the same date, AIBL maintained the SLR as per
the requirement which steod at Tk, 1910648 million and against which AIBL kept Tk.
23,458.00 million with a surplus of Tk, 4441,52 million,

The liquid assel ratio of AIBL improved to 23.40% of Decermber 31, 2020, from 21.18% of
December 31, 2019, The Investment and advance o deposit ratio slightly declined and stood
at 92.92% in FY 2020 and 95.20% m FY 2019, Again, the investment to deposit & equily ratio
slightly declined to 86.63% in FY 2020 compared to 88.54% in FY 2019 respectively. The
liquidity coverage ratio stood at | 14,13% and the net stable funding ratio stood at 121.210%
as of December 31, 2020, Advance/Invastment to Depasit Ratio (IDR/ADR) of the hank,
declined to 97.89% as of December 31, 2020, agalnst 99.06% as of December 31, 2019,

The maturity ahalysis of AIBL shows that the bank had Tk. 29,769.38 milllon pasitive gap for
a one-month maturity bucket whare the asset was Tk, 92,142.23 million and liability was Tk.
62,372.85 million. In 1 to 3 months maturity hucket, the liquidity gap was Tk. -99,657.50
million and the cumulative liguidity gap was of Tk. -69,888.12 million. In 3 to 12 months
maturity bucket, the negative liquidity was Tk. -19,369.41 million and curmulative leguidity
was Tk. -89,257.53 million,

9.2 Fund Management

The total fund of AIBL mainly consisted of 79,00% deposits and others, 5.73% shareholders
equity, 5.45% from placement o Banks o other lnanclal nstitubions, and 9.82% olher
liabilities. The total deposit rase to 1k, 326,310.05 niilllon as of December 31, 2020, against
Tk. 297,525.77 inillion as on Deceinbier 31, 2019, registering 9.67% of growth. Total deposits
consist of fixed deposits of Tk. 164,296, 14 million (50.35%), savings deposit of Tk, 54,879,13
million (16.82%), current deposit and other accounts of Tk. 37,331.44 million {11 .44%),
other Mudaraba Deposits of Tk, 66,743.97 million (20.45%), bills payable of Tk. 3,059.38
million (0.94%:). The bank's cosls of funds stood at 7.50% in FY 2020 and 9.02% in FY 2019

w
gl'..?!? However, in the funding mix, a high-cost term depesit (around 71%) still dominates ag é
=§ = E compared to the low-cost CASA deposit (around 29%). :'E* £
Ll ]
:;' é E AIBL is mainly dependent on custom=2r dapesit which is protil rate sensitive. Curren 5
£ o impositicn of lending cap alt the rate 9% on all undassified loan except retail loan & pr
.:__...ﬂ, § § shipment exporl cradic may create pressure an bank to maintaln earller spread. On the oth ‘___.g
m; @ hand, though there is no specific circular or regulatory restriction an deposit rate, bank m S
,?_’ £ face trouble to attract depositors al 5-6% interest rate given the more than 10% rate UE
é‘g a return of National Savings certificate and current level of inflation in the market. / :é!
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OBSERVATION SUMMARY

Rating Comforts: Rating Concerns:

. Average financial performance . Maderate asset quality

. Good capllal adequacy . Bownturn In profitability indicators

. Average liguidity . Significant reschedule of Investment

. Good non-funded business . High large loan expostre

. Diversifled business mix . Signiflcant concentration of classified loan
. Good operational netwaork among top 20 defauller

. Experlenced top managemant - Exposed Lo capital market Investment risk

. Substantial stay order loan
Asset management company yet to come
Into aoperatinn
Business Challenges:

Business Opportunities:

. Expansion of branch network " Impact of COVID-19 in Lhe local and global
»  Portiolio diversification in low risk econamy

category business segment - Profic rate cap

inchuding SME . Maintaln a stable & quality loan growth
. Prudent management af . Compliance with Basel-TI

brokerage house & merchant bank * Entrance of new bank

operation B Reguiatory pressure for minimizing  profit
« Client rating to enhance capltal rate spread

base of the bank - Slgnificant classified loan In the industry

11.0 PROSPECTS : i N

| Page 1B of 22

Having many hurdles and challenges, Bangladesh Economy registered a growth of 5.24% in
FY2019-2020 against 8.15% in FY2018-19 apd during FY2017-18, GDP growth rate of
Bangladesh economy reached 7.66% and crossed more than 7% growth for the last four
consecutive fiscal years in the history of Bangladesh, Bangladesh has been graduating to a
micdle income one after passing 42 years as a least developed country,

Though the government has been implementing massive development works in light of the
"Wision-2021"and "Vision-2041" with an objective to become an upper middle-income country
due to serious impact of COVID-19 and aftermath pandemic Bangladesh ecanemy is likely to
he affected and which in turn may take a serious toll on lecal economy. Country's export
earnings (mainly RMG, jute goods, lather, frozen shrimps & fish), remittance inflow will fall
substantially in coming days., Further decline in consumption and domestic demand, along
with fall in investment may trigger limitad ecenomic activity which will uftimately affect all
major econamic sectars. Apart from corporate manufacturing and service sector industry,
small & medium business segment and even retail business segment of bank industry is likely
to be affected to a great extent. Classified loan in banking sector may soar In coming days
along with provision shortfall if no further relaxed classilication quidelines or flexible
rescheduling facility is given. Scheduled banks (specifically SC€Bs, 5DBs, and major PCBs
other than few FCEs may not be able to keep its current profit growth in CY2021. Excess
Liquidity in the banking industry may hinder overall banking sector profitability amid low
credit demand. With lower than 6% interest rate depositors may nol be interested to keep
their funds In the banking institution against the backdrop of current 5.6% inflation (F2020)
leaving negligible real return for the savers. Workers remittance from Guif countries may fall
in coming days amid unemployment crisis which is expected Lo hit banks’ Barnings to a great
extent from remittance inflow. Capital market has been passing through a very tough time
and despite the regulatory intervention and motivational direct policy support by central hank
, scheduled banks' earning through direct investment or through its subsidiary operations (like
brokerage house, merchant bank and asset management company} from capital market may
not be up to the mark. Against all the above backdrops, successful run for newly, licensed
commercial bank along with other major scheduled banks will be a big challenge inext year.
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Hawever, Govt. has rightly taken various stimulus packages to curb the massive impact of
coronavirus outbreak on local economy, And central bank is enaaged in devising varous
policies and formulating different guidelines and strategies along with policy decisions of
revising CRR, SLR requirement, lowering Repo rate, flexibility in maintaining AD ratio; all of
which are aimed to assist and boost country's banking sector, which imight create a positive
impact on banking sector in the short run,
END OF THE REPORT
{Infarmation used herein is oblained from sourves bolleved to be accurate ond reliatite  Hawever, CRISE does rot
guarantee the accuracy, adeguacy ar completencss of any information and is ool respunsile for any errors or
omissions or for the reswits obtained from the use of such information. Rating fs a0 opinion oh credit guality only
and Is not a recommendation ta buy or seil any securities, All rights of this report are reserved by CRISL. Contents
may be used by news media and researchers with due acknowledgemont)
[We have examined, prepared, finalized and lsswed this repart without compriising with the matters of any
confifct of Interest. We have also complicd with all the requirements, policy proceduras of the BSEC rides as
prescribed by the Bangladesh Securities and Exchange Commission., |
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12,0 CORPORATE INFO®IMATION:

Date of Registration s June 18, 1995

Date of Opening Ceremony : September 27, 1995

Board of Directors:

Mr. Alhaj] Abdus Samad - = S e _Chairman 1A
| Mr. Alhaj) Mohammad Abdus Salam _ — _ Vice Chairman
Mr. Alhaj] Md. Enayet Uilah Director
Mr. Alhajj Salim Rahman [ 1 Director o
Mr. Alhaj] Md. Liakat All Chowdhury Director
Md. Alhaj] Nazmul Ahsan Khaled ___ Dbirector =
Director

Mr, Alhaif Abdul Malek Mallab

China Buliders & Machinerles Ltd. (Represented by Mr. Alhaj] Md.
Harun-ar-Rashid Khan)

Mominee Director

Mr, Alhall Niaz Abhmed

Mr, Alhajj Mohammed Emadur Rahiman

Mr, Alhaf] Md. Anowar Hossain L . ouegor |
Mr. Alhaj] Badlur Rahman ). . Dbirectar
Mr. Alhajf Engr. Kh. Mesbahuddin Ahmed Director
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Mr. Mr. Md, Rafliqul Islam
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__Independent Director
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Independent Director
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Independent Director
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13. FINANCIALS (Consolidated)

A} Balance Sheet as on December 31

(Flgures in Millicn Tik.)

Balance Sheet o FY 2020 FY 2019 |
Cash In Hand . 3 2,898.20 i 3,063.28
Cash with BB B It Agents Banks =i 28,660.90 27,705.40 |
Cash with Other Banks/Fls 16,561.84 11,593.62
Maoney at Call & Shart Notice 14,270.01 12,000.00
Total Cash : =  62,390.96_| 54,362.30 |
Investment in Securities (Govt.) 1958383 | 14,500.00 |
Investment in Others Securities L ¢ __1,979.84

Total Investment in Share and Securities 21,563.67 |

Total General Invastment and Bills 308,620.66 |

Fixed Assets s H _ 5,833.88 4,351.93 |
Other Assat = _ 19, 828.60 17,630.17
Non-Banking Assets — L08R S0.88 |
Total Assets : : 418,298.65 |  381,051.B1
Placement from Banks and others FIs 4 27,546.38
Current A/Cs & Others A/Cs AT P | e 30,701.54
Bills Payable ' ggil - 3,584.86
Savings Bank Depasits i B 54,8793 | 4521143
Term Deposits . m - i 164,008 50 | _162,587.89 |
Deposits Under Schemes Sl 66,713,97 _55,156:10
Total Deposit = 326,023.41 297.241.81
Subordinated Bond = 11,200.00 ,800.00
Other Liabllities . 25,315.42 _ 19,616.74
Total Outside Liabilities . 392,842.81 |  356,902.60
Pald Up Capital iy 10,649.02 ~ 10,649.02
Reserves & Others 14,806.82 [  13,499.19
Shareholders’ Equity = 2545584 | _24,148,21
Total Liabilities and Shareholders’ Equity 418,208.65 |  381,051.81

B) Income Statements for the period anded

(Ffgure i Millgn Tk}

Income Statement
Investment Intome

Profit Paid on Peposit & Borrowings

FY 2018

l

Ique

Tauf
e

18,604,427

A
.

ADIM FC/ Md. Manhmatlr Rahman
i ffcer (CFO) Deputy Managing Director &
Financial Administration Divisier Al Eﬁmpan Sacretary
Al-Arafah Islami Bank Limited -firafah lslami Bank Lid.
Head Office Dhaka ead Office, Dhaka.

| Met Investment Income g TS _ . 1n,207.24
Investment Income (Share & Securlties) iR 770,63
Fees, Commission, Exchange & Brokerage = 29,16,08
Other Operating Income o 350.86
Total Operating Income. ol _142,44,81

| Total Non Profit Income . ot 4,037.57 |
Salary Allowance &8 PF v B  4197.62 |
Other Operating Expenses N 2,186.56_|
Total Operating Expenses . 6;384.18 |
Profit/Loss Before Provisions 7,860.63
Provision for Unclassifed Investments __291.88 |
Provision for Classified Investments 2,465,203 |
Praviston for Investments & Others _110.59 |
Total Provisions 2,867.66_|

| Net Profit/Loss Before Taxas 4,992.97
Previsions for Tax i _2,365.33 |
MNet Profit/Loss After Tax i 2,571.81 | 2,427.64
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CUtive ri,

AliFCA
Investment Limiteq



Credit Rating Information and Services Limited
First 150 8001 : 2015 Cerlifiad Credil Rating Company in Bangladésh Operating Sinca 1005

. Settina glsfal standasel ol watimal fonel

CREDIT RATING REPORTY
On
AL-ARAFAH ISLAMI BANK LIMITED

CRISL RATING SCALES AND DEFINITIONS
 LOMG-TERM - BANKS

RATING DEFINITION e } N T W
T AAA Bank rakted in this category s adjudged to be of best guality, offer highest safety and have
Triple & highest cradit qualily. Risk factors are neglioible and rlsk free, nearest to risk free Government
{Highest bonds and securities. Changihg econemic droumistances ace unfikely to have any serious impact
| Safaty} on this category of banks, = Sy "
AR+, AR, AR~ Bank ratad in this category s adjudged ta be of high guality, offer higher safety and have high
(D&;Ublé A) cradit quallby, This level of rating Indicates a corporate entity with a sound credit profile and
(High Safety) without significant problems, Risks arg madest and may vary stightly from Hime to time because
" | of aconomlc conditions. Sples,
B+ A, A- Banle rated In this category is adjudged to offer adequate safety for timely repayment of
Single A financlal obligations. This level of rating indicates a corporate cntity with an adequate credit
(Adequate profile. Risk factors are mare variahle and greater In pedods of economic stress than those
Safely) rated in the higher tategories.
BRB+, BEB, Banl rated in this category Is adjudged to offer moderate dagree of safety for timaly repayment

BBB- ol fnancial obligations. This level of rating Indicates that & bank is undet-peiforming in some

Triple B areas, These entitles are however, considared to have the capability (o ovarcome the ahove-
{Moderale mentloned limitations with special care and cautlous aperation. Risk facturs are more vartable in
Safety) periods of economic stress than those rated in the higher categories, |
BB4, BB, BB- | Bank rated In this category is adjudged to lack of key protection factors, which results in an
Dauble B Inadequate =afety, This level of rating Indicates a bank as below investment grade but deemed
(inadequate Ikizly to mest ebligations when due. Overall quality may miove up on deswn freguently within this
Salely) category. s e — =S = T e
B+, B. B- Bank rated in I_Iusl calegory. Is adjudged Lo be wilh high risk, Timely regayment of finauoal i
‘ilr:ql; f l_ubligatians is imua|¢d Iy serigus problams lwhich the-entity lg faced wll|l.. Whilst an entity rated
‘(I‘{I.sl-wfl in this category might be curently meeting abllgations o tioe, continuance of this wanild
depend upon favorahle scongimic tonditions or an some degree of cxtecoal sapport,
COC+,CCC, Bank rated In this category i adjudged to be with vialrierabbe seolectinng facturs. This r.wLiEh'

cCC- indivates that the degree of certalnty regarding timely payment of fnanchal obligations is

Triple C daubtful unless circumstances are favourabla,
(Mulnerable) ) f— e [,
CC+,CC, €C- | Bank rated In this category is adjudged to be with high vulnerable posibon. This rating indicates
Double € that the degree of certainly regarding timaly payment of financial obligations §s abite lower
{Highly unless overall circumstances are favourable or there is possibillty of high degres extemal
Vulnerable} | stipport. o S g Bs
C+, C, C- Banke rated |n this category Is adjudged to be with near to detaull i timetly cepayment of = g
(Near to financial obligations. This lype rating may be used to cover o situntion whove & insolvency {Fug
Default) petition has baen Mled o sknilae actlon bas been kakan, bt paymeeats on e ohligation are g =
being continued with high degree of axternal support, [ :
Bank rated in this category is adjudgad to be eithar earrentiy o dafaull o expected to be in7] m 5
D default. This level of rating indicates that the entity is uynlikely to meet maturing financlal g @ F
(Default) abilipations and calls for (mmiediate extermal support of a high arder, ;.‘.:i 3
For long-term ratings, CRISL assigns 4 (Fasitiva) sign ta indicate that the isstia is rafiked at the uppair-and of fts b'-? E 5
generic rating category and = (Minus) sign to Indicate thal the issue is ranked at the tottom ead of its generic reling Ry e =
category, Loag-term ralings without any sign denate mid-fevels of each grouvp. _{9 g TSI
D
Highesl Grade
5T-1 Highest certainty of Umely payment, Sharb=term boudity  inclicding internal fund
genaration Is very strong and access o alternative sources af funds s outstanding,
Safety s almost like itsk fres Governiment 5|1Urt-t§_:_r_|?'. l]|1\llti|,—1|_'ill_l_l‘|_
High Grade é :
5T-2 High certalnty of timiely payment. Liguldity Tagtors are sligmg snd seppored by good = : L
fundamental protection fuctors. Risl factors are very small. P A K I el E—!
Good Grade
&7-3 Good certainty of timely payment Uquidity faciors asl company lundamentals are Ho
sound. Although angoing fundling desds may ecolatge wital Hpanciing  reguirements, i
access to capital markets is good, itisk factors argsmat, ] e
Moderate Grade QL
5T-4 Maderate liquidity and other protection factors quallty lisues a5 to invest grade, Risk E:lalzﬁ;
factors are larger and suliect to more varigtion. s T
Non-Investmaent Grade g "
Speculative investmenl chiaracteristics, Liguidily 15 not sufficient Lo Insure agamist
ST-5 disruption in debt service, Oparating fEctors and marker access anay e subject ta a
high degree of variation, d
5T-6 Default y :
Issuer fallad to meet schedrlad prncipal andigednba est payments, Ses ]
Page 22 of 22 = A
i
Md. Ma':: e ifid E‘.?&E?E F%ﬁ?‘és]‘deﬂt &G
Depuly Ma ol Asi .
MUHAMMED NADIM FCE: P Company Secretary ikt R;: :um
&gmaﬁnanclilﬂm_tcf | Al-Arafah |slami Ban . PRI g B . ol
o jal Administration Division Head Office, Dhaka. et Rating Infoimation Mekfiapigas [ 41 Lry
Ak Aratah islami Barl Limied Al-Arafah Isjam &5 CEQ
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Drsft Infarmation Memorandiarm

AIBL Mudaraba Perpetual Bond of BOT 5,000 Million

Annexure - Il (Due Diligence Certificate of the Trustee)

Md. Mah%}
Farman R. Chowdhury

MUHAM
['_g:dtlt CJIW &AD[M {E‘Eﬂ? Deptétg Managgrg Dltr:clur &
nancial Administratio n mpany Secre ; =21
AkAralah Islami Bany UT;H’:“F" Al-Arafah Islami Bank Ld. Managing Director & CEO
Head Office, Dhaka Head Office, Dhaka. A|‘-’5:|Faf§h:ﬁ|'i3mr Bank Lt
ead Oifine Nhaka

86
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A Mutual Trust Bank Comapny

QPIfAL...

You can invest with us

Due Diligence Certificate of the Trustee

June 07, 2021

The Chairman
Bangladesh Securities and Exchange Commission
Securities Commission Bhaban
Plot E-6/C, Agargaon, Sher-e-Bangla Nagar

Dhaka 1207, Bangladesh

Dear Sir,
ISLAMI BANK LIMITED-

ISSUANCE OF BDT 5000.00 MILLION OF AL-ARAFAH
AIBL MUDARABA PERPETUAL BOND
= NRAPA FERPETUAL BOND

noted Trustee to the above mentioned forthcoming issue, state as follows:

issue on behalf of the eligible investors, have

We, the under-
legal and other documents and materials as

1. We, while act as trustee to the above mentioned
examined the draft information Memorandum (IM),

relevant to our decision; and
2. On the basis of such examination and the discussions with the issuer, its directors and officers,
and other agencies; independent verification of the statements concerning objects of the issue S®3
and the contents of the documents and other materials furnished by the issuer: & ] E
3 TS
WE CONFIRM THAT: N E
= =
received and & ‘S5 g

(a) All information and documents as are relevant to the issue have been
Memorandum, draft Deed of Trust and draft agz
M -
8
L& ,.?,3

examined by us and the draft Information
arded to the Commission has been approved by us;
e Trust and

Subscription Agreement forw:

(b) We have also examined all documents of the assets to be charged with th
are salisfied that the assets bear the value, title and charge status as disclosed in the
Information Memorandum:

(c) While examining the above documents, we find that all the requirements of the §
Bangladesh Securities and Exchange Commission (Debt Securities) Rules, 2021 have g
been complied with: §

(d) We shall act as trustee to the issue as mentioned above as per provisions of the Deed ¢
Trust to be executed with the issuer and shall assume the duties and responsibilities as
described in the Deed of trust and in the Information Memorandum:

(e) We shall also abide by the Bangladesh Securities and Exchange Commission (Debt
Securities) Rules, 2021 and conditions impesed by the Commission as regards of the

Raih
EO(Ce)
ank Imestment imjgeg

Khandoger
MD &
Prime g

issue; and
(f) The above declarations are unequivocal and irrevocable,

f:hg?ul BQP& A. T. Mohammed M
Md. Mah ahman Farman R chawas

Chief Executive Officer
MTB Capital Limite Deputy Managing Director &
P miteg MUHAMMED NADIM FCA pCompan gSgcretary ':"-_ 8ding D
DMB & Chiet Financial Officer {CFO) Al-Arafah Islami Bank Lid. Al-Arafah (s} .
Financial Administration Divislon Head Office, Dhaha. l8ag Offira rr
9641158;

Al-Arafah Isiami Bank Limited
er chra'rg Floor), 69/1, Panthapath, Dhaka-1205, Tel: +88 02

Gffice.
MTB Capital Ltd., Chandrashila Suvasm'fuwer
Fax: +88 02 9641159; E-mail: info.mtbcap@mutualtrustbank,.com; Web: Www.mthcap.com



Draft Infarmation Memorandum

AlBL Mudaraba Perpetual Bond of BOT 5,000 Milllen

Annexure ~ Ill (Due Diligence Certificate of the Issue Manager/s)
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Depuly Managing Director &
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2D & Chiet Fiancial e (cFo)
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ead Office, Dhgkg " Head Office, Dhaka.

a7



PBIL

dw'arizy Business S

Due diligence certificate by Issue Manager

Prime Bank Investment Limited
[Rule 4(2)(u))

To
The Bangladesh Securities and Exchange Commission

Sub: Issuance of 100,000 Number of U nsecured, Contingent-Convertible and Floating Rate Perpetual
Mudaraba Bond of Al-Arafah Islami Bank Limited of BDT 5,000 each Totaling BDT 500,000.000/-

of Al-Arafah Islami Bank Limited,

Dedr Sir,
We. the issue manager(s) 1o the above-mentioned forthcoming issue, state and confirm as follows:
(1) We have examined all the documents submitted with the application for the above-mentioned issue,

visited the premises of the issuer or originator and interviewed the chairperson, directors and key
namagement personnel of the issuer or originator in connection with the finalization of the information

memorandum pertaining to the said issue:

(21 On the basis of such examination and the discussions with the directors, officers and aunditors of the
Issuer or ariginator, other ageneies, independent verification of the statements concerning objects of the
issue and the contents of the documents and other materials furnished by the issuer or originator.

WE CONFIRM THAT:

(a) The information memorandum filed with the Commission is in conformity with the documents, -
materials and papers relevant 1o the issue; a8 E
ESE
(b) All the legal requirements relating to the issue as also in the rules, notification, guidelines, o
instructions. ete, ramed/issued by the Commission, other competent authorities in this behall an 1] § &
the government have been duly complied with; .gf_ £ ,5
-]
fe) The disclosures made in information memorandum are true. fair and adequate to enable the ."é" _§ E
investors to make a well informed degision for investment in the proposed issue and such gé—'g

disclosures are in accordance with the requirements of the Companies: Act, 1994, the Trust Act.
I'882, the Bangladesh Securities and Exchange Commission {Debt Securities) Rules. 2021 and
ather applicable laws:

(d) Besides ourselves. all the intermediaries named in the information memorandum are registered with
the Commission and 1il} date such registrations are valid:

te) We have satisfied ourselves about the capability of the underwriters to fulfil their underwriting
gonmmitments;

(1) The proposed activities of the isster for whicl the funds are being raised in the present issue fall
within the *main objects’ listed in the objeet clause of the Memorandum of Association or other

Khandnka-RaihanAli FCA
MD & CEO (CC)
Prime Bant Investment Timited

Prime Bank Investment Limited gﬁ {
(4 Subsidiary of Prime Bank Limited)

Corporate Office: Tajwar foar), Flouse: 24 Hoad Mo 1944, Black: E Banani, Dhaka-1213
Phione: +8802-48810815-1 YZ-ABRT03T4, Emall, info@pbllcom. bd

. i

MUHAMME Md. Mahmudur Rahman Farman R. Chowdhisr
DMD & Chiaf anddt?mﬂg'iigﬂ Bepuly Managing Director & IMananin }?-,r‘;ﬂ?:"d jordd
Financlal Administra Ttimiled Company Secretary i a i direcio {
Al-Arafah lslami Ban hot Al-Arafah Islam| Bank Lid. Vi-Arafah Istami |
Head Ofice Dha Head Ofice, Dhaks, lean N




charter of the issuer or opi carried oul till

valid in terms of (he object

ginator and that the activities which have been
cliuse of its Memorandum of Association:

(&) Neeessary arrangements have been made 1o ensure that the m
issue chall be kept in a separate bank account and shall be
use of proceeds section of the in formation memorandim;

—

All the applicable disclosures mandated in the Bangladesh Securities
(Debt Seeurities) Rules, 2021 have been made in addition to other disclosures which, in ¢
are fair and adequate to enable the investor to make a well-informed decision;

(1) We enclose a note explaining how the process of due
the nature of current business background or the
business stands, the risk factors, SPONSOrs expe
related process, doouments and approval memos
years after the issue of securities for any further i

riences ete. We also confirm that
shall be kept in record by us
nspection by the Commission

for the nex

We enclose a checklist confirming rule-wise compliance with the
Bangladesh Securities and Exchange Commission (Debt
such as the rule number, its text, the status of compliance, page
memorandum where the rules have been complied with and our comments. i any;

(k) We also declare that we have managed the following issue of securities of the followin

ineluding originators in the last 03 (five) years:

Issuer ot originator, situation at which the pr

g Budines

Naw gre

aneys to be received pursuant to the
sed for the purposes disclosed in the

and Exchange Commission

W view,

diligence has been exercised by us in view

apose

the due diligence

L5 (five)

applicable provisions of the
Securities) Rules. 2021 containing details
numbers of the information

& dssuers

F=—r A | = 115
SLi | Name of the Issue | Issue Bividend Payme:nt Ristory
No. Issue Date I Price (Near “?se-)—_
Ea 10 ol - 1 2016 | 2017 | 2018 | 2019 2020
y Sea Pear] _ | ' ' '
| . + | March | , : . S
01, | Beach Resort | 28 2019 | 10:00 | 0% | 0% | o | 3%B | 1%C
‘E'_SMI'LL _; “__ e e ] I ot
' Fortune Shoes | July 24, : 12% | 15% | 18% B | 5% I
] e ! i, '
|95 | e gpig | 1000 ok B | mc | swc &
Place: Dhaka, Bangladesh i g
Date: July 27, 2021 '
Khandoker Raihan Ali FCA
MD & CEO (CO)
Prime Bank Investment Limited
M%nggmhfg&%ﬁ Igﬁ‘ ?ﬁah:' aging Director & Fa‘ rm§ RE E L
DMD & 1 spuly tary an R, ChDWdh r
Financlal Administration Divisian Company SOCIAMIY a. Manaai s ury
Asafah k Limited i h Islami Ban Naging Direcior &C
= Hand'g?ﬂ?ralg;:ﬂkﬂ X ﬁ?;g Office, Dhaka. -Arafah lelam| Bank !E-D
Prime Bank Investment Limited

(A Subsidiary of Prite Bank Limited)
Corporate Office: Tajwar Qentre (5th Fioor), House: 34, Riad No: 19/
Phone: +8800-48810315-18, Fax’ +6802-255] 0314, Email, infogphll

A, Bisok: E, Banani, Dhaka:1213
cam:bd

r

iyl

&

& CEO (Co)
e Bank Tnvespmey,



UCB §pvesTuent

Due diligence certificate

by
UCB Investment Limited
[Rule 4(2){a)]

T
The Bangladesh Securities and Exchange Commission

Sub: Issuance of and 100,000 units under public offer of Unsecured, Contingent-Convertible and Floating Rate
Mudaraba Perpetual Bond of Tk, 5,000 each amounting to Tk, 500,000,000 by Al Arafah Islami Bank Limited,

Diéar Sir,
Wi, the issue manager(s} to the above-mentioneyd fortheoming tssue, state and confirm a5 follows:
(1} We have exsmined all the documents submitted with the application for the above-mentionad issug, visited the

premises of the issuer or originator and interviewed the ehalrperson, directors and key management personnel of
the issuer or originator in connection with the linalization of the information memarandum pertaining to the said

{2} Cn the basis of such examination and the discussions with the directors, officers and auditors of the ksusr or

eriginator, other agendies, independent verification of the statements concerning objects of the issue and the .é'i' _?'E
centents of the documents and other materigls furnished by the issueror originator, ;,59-' Z tE:
m g
WE CONFIRM THAT: § £
w g
{al The information memarandum filed with the Commission bs i conformity with the documents, materials and == 5
papers relevant to the |ssue; a g i
-ﬁ . ;
(b) All the legal requirements relating to the issue a5 also in the rules, notification, guidefines, instructions, etc. & E ;-'fi'

framed/issued by the Commission, other competent autherities in this behalf and the government hiave baen duly
complied with;

{¢] The distlosures made in information memorandum are true, fair and adequate to enable the ihvestars 1o make
# well informed decision for investment in the propoted issue and such disclosures are in accordance with the
requirements of the Companies Act, 1994, the Trust Act, 1887, the Bangladesh Securities and Exchange Commission

{Debt Securities) Rules, 2021 and other applicable laws: f,-_f

{d} Besides oursalves, all the intermediaries named in the information memaorandum are registered with the
Commission and till date such registrations are valid; 5

(e} We have satisfied ourselves about the capabllity of the underwriters to fulfi| their underwriting commitments: éﬁ
f) The propased activitles of the issuer for which the funds are being raised in the presentissue fall within the ‘maln e
objects” listed in the abject clause of the Memeorandum of Association or other charter of the lisuer or originator § ﬁ

and that the activities which have been carried out till now are valid in terms of the abject clause of its Memorandum

of Association; ; ! 3
Q/
Chiaf Fi

R Md, Mah AhemEn Farman R. Chowdhury
ry

- 1 Director & CEO
MUHAMM Ot Deputy Managing Director & Managing Director & CEC
%ﬁni Mnﬁnislr;':hﬂ {}IBEGHFG?'E o Eb?mﬂln&' SE_:LBFetHk e Al-Arafah Islami Bank LI
ancial imiited -Arafah Islami Bank Ltd. ead Office Mhake
Al-Arafah Istami Bank L Head Office, Dhaka. :

ka
Head Offica. Dh&.m Camilar 1T Floor), Plol-CWS-{Ak-1 Baad No-34, Gulshan Averue. Dhaks—iom
E-mel suppodteuca-nvesiiontcom
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{g) Necessary arrangements have been made (o ansure that (he meneys to be received pursuant Lo (he wue shall
be kept in a separate bank account and shall be used for the purpeses disclosed in the use of proceeds section of

the Information memarandum;

(h) All the applicable disclosures mandated In the Bangladesh Securities and Exchange Commission (Debt Securities)
Rules, 2021 have been made in addition 1o other diselosures which, in our view, are fair and adequate to enable the

investor to make a well-informed decislon;

(i) We enclose a note explaining how the process of due diligence has been exercised by s in view of the nature of
current business background or the lssuar or originator, situation at which the proposed business itands, the risk
factors, sponsors experiences etc. We also confirm that the due diligencs related process, dacuments and approval
memos shall be kept in racord by us for the next 5 {five) years after the issue of securities for any further mspection

by the Commission

{} We enclose a checklist confirming rule-wise compliance with the applicable, provisions of the Bangladesh
Securities and Exchange Commission {Dabt Securities) Rules, 2021 containing details sueh as the rule number, its
text, the status of compliance, page numbers of the information memorandum where the rules have been complied

with and our comments, if any;

(k) We also declare that we have not managed issuante of securitles in the last 08 (five) years,

Place: Dhaka, Bangladesh
Date: July 27, 2021

oD & chig *@E",,’;EA Md. Mahmudur Rahman
ALAcagp i Iitaion Diyii) Depuly Managing Director &
L& i, i aore
Head Office, r:}"'uf.'k'.‘.'"‘““' Al-Arafan Istam Bank Lid.

Head Office, Dhaka.

Farman R. Chowdhury
Managing Director & CED
Al-Arafah Islami Bank L1d

daay "y =

Eidus Cenler (171 Froed), Plat-CWS-0A1-1 Rosd No-34 Guishan Avenus. Diaka-is1.

E-malt mppoitsuch-nvestmerioom



Draft infermaticn Memorandiun

A B A araba Dore |
AlBL Mudaraba Perpetual Bond of BDT 5,000 Millior

Annexure — IV (Due Diligence Certificate of the Underwriter)

MUHAMMED NADIM FCA
DMD & Chiaf Financial Officer (CFO)
Financial Administration Divisior
Al-Arafah Islami Bank Limited
Head Office, Dhaka

5 #
ht,;,g!sut:: R aging Dired) Farnfan R. Chowdhury
i argﬁ% ek LAd Managing Director & CEO
N'a‘:;%hofﬁnﬂfnhau' Al-Arafah Isiami Bank Ltd

88
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Islami Bank Capital Management Limited

(A subsidiary of Islami Bank Bangiadesh Limited)

Annexure-IV

DUE DILIGENCE CERTIFICATE BY THE UNDERWRITER(S)
[See Rule 4 (2)(a)|

To

The Bangladesh Securities and Exchange Commission

Sub: lssuance of 100,000 Number of Unsecured, Contingent-Convertible and Floating Rate Perpetual
Bond Tk. 5000 each of Al-Arafah Istami Bank Limited,

Dear Sir,

We. the under-noted Underwriter(s) to the above-mentioned forthcoming issue, state individually and

colleetively as follows: -

{1) We, while underwriting the above-mentioned issue on a firm commitment basis, have examined the draft
information memorandum, other documents and materials as relevant to our underwriting decision: and

(2} On the basis of such examination and the discussions with the issuer or originator, its directors and
officers, and other ageneies, independent verification of the statsments coneerning objects of the issue
and the contents of the documents and other materials fumished by the issuer or originator,

WE CONFIRM THAT;

(8) We are registered with the Bangladesh Securities and Exchange Commission as a merchant banker and
efigible to carry out the underwriting activities. Our present paid-up capital stands at Tk. 300,000,000

(Taka Thirty Crore Only) and we have the capacity to underwrite a total amount of Tk, 1.500.000,000 =
(Taka One Hundred Fifty Crore Only) as per relevant legal requirements. We have committed to E.’.g' &
underwrite for up to Tk, 100,000,000.00 (Ten Crore only) for the upcaming issue, ' 3 .,-_r_:':;;_:'
]
(b) At present, the following underwriting obligations are pending for us; (Name of issue and amoumn| :g E
underwritten) £ g é‘
g — et e = = b= I
SL No. | _Name of the Company . Amount Underwritten (in BDT) .l & g §
01 | Master Feed Agrotec Lid, | 12.500,00000 | .2 & £
02| Subra Systems Lid, ' 2000000000 Zg
03 | Achia Sea Foods Ltd, 10.000,000.00 =2
04| Union Bank Ltd, - 250.000,000.00 |
| - Total | 292,500,000.00 |

»

(e} All information as are relevant to our underwriting decision have been received by us and the draft 1M
forwarded to the Commission has been approved by us;

{d) We shall subscribe and take up the un-subscribed securities against the above-mentioned issue within |5
(filteen) days of calling up thereof by the issuer or originator; and

Ali FCA

{e) This underwriting commitment is unequivocal and irrevocable,

For the Underwriter:

—Whallen

Maohammad Abdur Rahim, FCA
Managing Director & CEO

: (CC)
Prime Bank Investment Limiteq

MD & crp

Plaee: Dhaka;

Date: July 08, 2021
Farman R. Chowdhury
IManaging Diregto EQ

)
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