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Report of
Audit Committee
The Audit Committee of the Bank has been formed as 
per guidelines of Bangladesh Bank and Bangladesh 
Securities and Exchange Commission. The Audit 
Committee provides direction and oversees the 
operations of total audit function of the Bank including 
the organization, operation and quality control of internal 
audit and inspection within the Bank and follow-up on the 
Statutory/External Audit of the Bank and inspection of 
Bangladesh Bank.

The Audit Committee of Mercantile Bank Ltd. is comprised 
of 3 members including 1 Independent  Director. The 
composition of Audit Committee is as follows:    

Name Status Position
Dr. Mahmood Osman Imam 
FCMA, MBA

Independent 
Director

Chairman

Mr. Md. Shahabuddin Alam Director Member

Mr. Mohd. Selim Director Member

During the year ended December 31, 2014 the Audit 
Committee of the Board of Directors conducted 11 
(Eleven) meetings in which among other things the 
following issues were discussed/evaluated/reviewed and 
provided guidelines and necessary instructions:

�x�� Reviewed Quarterly, half yearly and Annual 
financial statements with the External Auditors 
before submission to the Board of Directors for 
approval. 

�x�� Approved  Risk Based Audit Plan for the year 2015 
as submitted by Internal Control & Compliance 
Division and Board Audit Division.

�x�� The Audit Committee also reviewed the adequacy 
of Internal Control system, structure of  Internal 
Control & Compliance Division and Board Audit 
Division and discussion with internal auditors/
inspectors on any significant findings and follow-up 
action thereon. It further reviews the financial and 
risk management policies of the Bank.

�x�� The Audit Committee elaborately discussed the 
Risk Based audit reports of different branches and 
suggested necessary/corrective measures. It also 
specially  focuses on the follow-up of:

�„�� Inter Branch adjustment accounts. 

�„�� Un reconciled long outstanding entries in Inter 	
	 bank accounts and Nostro accounts.

�„�� Balancing of books at various branches.
�„�� All other major areas of housekeeping.

�z	 Reviewed the inspection report of Bangladesh 	
	 Bank and compliance thereof.

�x�� The Audit Committee reviewed the status of 
classified loans & advances of different branches 
and also advised to make all out efforts regarding 
regularization of overdue and rescheduled loans.

�x�� Reviewed the findings of any investigations by 
the Audit team into actual or suspected  fraud or 
irregularity and convey to the Board any comments 
of the committee or action initiated by it on the 
findings.

�x�� Discussed with Internal Audit  team about their 
findings and many significant issues and provided 
directions and guidelines in mitigating the concern.

�x�� Recommended for appointment of External 
Auditors in Annual General Meeting (AGM) of the 
Bank and to fix their remuneration. 

�x�� Reviewed the Management Letter issued  by the 
External Auditors, its response by the Management  
and corrective measures taken by the Bank.

�x�� Reviewed Compliance on observations, 
recommendations and decisions of the Audit 
Committee Meetings.

�x�� Reviewed the implementation status of Core 
Banking  Software and with the full implementation  
of IT Software management of the Bank will be 
able to eliminate any IT related fraud &  forgery 
in future.

Dr. Mahmood Osman Imam, MBA, FCMA
Chairman, Audit Committee 
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Sustainability Report

Corporate sustainability formulates strategies to build 
a company that fosters longevity through transparency 
and proper employee development. It is a business 
approach that creates long-term consumer and employee 
value by creating a “green” strategy aimed toward the 
natural environment and taking into consideration every 
dimension of how a business operates in the social, 
cultural, and economic environment. Phrases such 
as corporate social responsibility (CSR) or corporate 
citizenship continue to be used but are increasingly 
superseded by the broader term, corporate sustainability. 

Leading sustainability companies display high levels of 
competence in addressing global and industry challenges 
in a variety of areas, such as Strategy, Financial, 
Customer & Product, Governance and Stakeholder, 
Human resources.

Playing our part in the Economy

The Bank has contributed to the economy by generating 
employment of 1,962 full time employees. It also plays 
a vital role in creating job opportunities by financing the 
productive sectors. The Bank recruits a number of fresh 
graduates and experienced officers every year. In the 
intermediation process, the Bank mobilized resources of 
BDT 140,475.84 million from the surplus economic unit 
and deployed BDT 117,060.03 million in 2014 to deficit 
group. Following table depicts the Bank’s performance 
in terms of deposit mobilization, its deployments, 
international business, inward foreign remittance and 
employments as at December 31 of 2014 and 2013:

				      (BDT in million)

Particulars In 2014 In 2013

Mobilization of Deposit 140,475.84 124,566.97

Deployment of Loans and Advances 117,060.03 97,688.50

Export Business 78,352.70 71,671.50

Import Business 107,089.70 100,685.50

Inward Foreign Remittance 18,208.60 12,434.70

Employment (in numbers) 1,962 1,814

Contribution to National Exchequer

MBL made significant contribution to the government 
revenue. Being a responsible corporate body, Bank plays 
its responsibility to the Government of Bangladesh paying 
corporate tax regularly in time. As per tax law, we also 
deposit excise duty, withheld tax and VAT to government 

exchequer in time through deduction from employees’ 
salary as well as payments to customers and vendors. 
In 2014, the Bank has made provision of BDT 1,100.00 
million for corporate tax against that of BDT 1,250.00 
million in 2013.

Financial Inclusion

We are continuously expanding our branch network 
across the country for attaining geographical and 
demographical dividend. At the end of 2014, we touch a 
millstone of 100 branches. Bearing our slogan of “mJÄuJr 

mqJÄT”, our commitment in providing financial service to 
any viable business of any size or nature derives us 
in flourishing in corporate financing, SME financing, 
Agriculture financing etc. A key agenda of our fair banking 
is reaching more people with a wider array of financial 
solutions. Agriculture and SME are the priority sectors 
of financing in MBL. In order to facilitate the agricultural 
activities and promote small and medium enterprises, 
MBL is financing these two sectors with the assistance 
of Bangladesh Bank and different Micro Financing 
Institutions (MFIs). To facilitate Agriculture & SME Credit, 
the Bank has already established separate Agriculture 
Credit Department and SME Financing Division. It has 
also inaugurated 5 SME/Krishi branches in remote areas 
of the country. 

Supplier Payment Policy

Mercantile Bank always stick to well set payment policies 
for all suppliers and explains them in details about the 
payment method and system and reviews process before 
providing work order. Bills are paid according to the 
payment terms and VAT and other withholding taxes are 
deducted from bills as per law. 

Community Responsible

Activities of our Corporate Responsibility are focused to 
encourage our culture and uphold our tradition; extending 
a helping hand to the deprived and the destitute; victims 
of natural calamities and the disabled. Even we extend 
our hands of cordial co-operation to the meritorious poor 
students. A significant contribution of BDT 53.00 million 
has been made by MBL under CSR in 2014, along 
with many other CSR initiatives in the offering, which 
demonstrates our commitment to the Community people 
as well as to the principles of a good “Corporate Citizen”. 
MBL CSR, overseen by the MBL Foundation, has over 
the years aided us to ensure that our funding to many 
corporate all over the country been never void of five 
key philanthropy pillars: community outreach, education, 
medical research, the arts, and the environment.
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Environment Related Initiatives

We believe that every small ‘GREEN’ step taken today 
would go a long way in building a green future and 
that each one of us can work towards a better global 
environment. Going Green in our Bank can not only bring 
awareness among our customers and our employees but 
also build awareness and consciousness to our society. 
The core business model of MBL clearly expresses its 
sustainability towards environment and unveils its eco-
friendly motives i.e. not to harm or damage ‘Green Life 
Belt’ of mother nature which eventually ensures a pollution 
free breathing atmosphere for our future generations. 
MBL has established a separate unit naming ‘GREEN 
BANKING UNIT’ to raise the environment related issues 
in front and take necessary steps have been adopted 
including green financing, creating awareness among the 
employees for efficient use of water, electricity & paper 
and giving preference to eco friendly financing to turn our 
bank as a ‘Green Bank’.

Environment and Social Obligations

Our obligation to Social Responsibility maintains a 
long-term point of view to make economically sound, 
environmentally responsible and socially supportive 
decisions. MBL always maintains a business policy 
conducive to environment and the society as a whole. We 
never finance any project detrimental for the environment. 
Furthermore, we facilitate the eco friendly business 
project or green finance like Bio-Gas Plants, solar 
energy, ETP etc. We are relentlessly working to create 
awareness among our employees to ensure proper use 
of non renewable resources like water, electricity, Gas 
etc. as part of our continuous endeavor to make the world 
livable for the human being. Furthermore, as a footstep 
towards implementation of paperless banking, we have 
already launched e_circular system in the bank, under 
which all the instructions and information circular will be 
available only at soft copy.  
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Report on
Green Banking
Sustainable development and preservation of environment 
are now recognized globally as overriding imperatives 
to protect our planet from the ravages inflicted on it by 
mankind. Various global initiatives are underway to counter 
the ill effects of development that we encounter today such 
as global warming and climate change. As such, green 
environment is one of the most important issues in today’s 
world where people from all over the world are raising their 
voice against environmental pollution.  

The geographical location of Bangladesh makes it one 
of the most climate vulnerable regions of the world. Lack 
of awareness, environmental education, compliance 
and negligence on the part of the businesses and the 
mass people are also resulting in fast deterioration of the 
environment. Air pollution, water pollution and scarcity, 
encroachment of rivers, improper disposal of industrial 
waste, medical and house-hold waste are the main areas 
causing environmental degradation.
   
Urgent measures are, therefore, required by the 
stakeholders for sustainable development and thereby 
make the planet a better place to live in. In Bangladesh, as 
one of the key stakeholders, banks can play a vital role by 
assessing the impact of climate change in daily operations 
and financing of nature conservation projects and response 
to the environment through green banking practices.  

Taking into account the adverse effects of climate change 
and progressive action worldwide, Bangladesh Bank, the 
central bank of Bangladesh, has shown a deep commitment 
towards the vision of green world through green initiatives. 
As a part of indicative initiatives, Bangladesh Bank issued 
directives for the banks in this regard. Being a responsible 
corporate citizen, Mercantile Bank Limited is committed to 
develop the green banking practices in safeguarding of the 
planet.

Considering the environmental degradation situation as 
mentioned above, Bank has already taken steps to address 
the issue for utmost positive impact on environment. MBL 
is proactive to ensure necessary measures to protect 
environmental pollution while financing a new project or 
providing working capital to the existing enterprises.

Policy Formulation and Governance

With a view to developing green banking practices in 
the country, Mercantile Bank Limited has formulated a 
comprehensive and realistic Green Banking Policy of the 
bank in a formal and structured manner, which has already 
been approved by the Board of Directors of the Bank. 
Bank has formed the Risk Management Committee of the 
Bank comprising the members of Board of Directors, which 
will work as High Power Committee to review the bank’s 
green or environmental policies, strategies and program for 
governing the overall green banking activities of the bank.

There is a separate Green Banking Unit (GBU) was 
formed in the year 2011 comprising the members of 
different Division/Department of the Bank, which can be 
reformed time to time for smooth operation of the Unit. 
The GBU is responsible for designing, evaluating and 
implementation of relevant green banking issues across 
the organization within the stipulated time, as well as for 
reporting to the High Power Committee time to time.

Incorporation of Environmental Risk in CRM
 
MBL has integrated the Environmental Risk Management 
and Climate Change Risk with its Credit Risk Management 
(CRM) as part of the credit approval process. 
Environmental Risk Management (ERM) helps identify 
possible sources of Environmental Risk such as land 
use, climate change, animal diseases, solid waste, etc. 
While financing business enterprises, MBL actively review 
their environmental commitment through administering 
Environmental Due Diligence (EDD) checklists.

In-house Environment Management

MBL has already developed a comprehensive “Green 
Office Guide” consisting of a set of general instructions 
to be followed by its head office and branches. The 
main objective of the Green Office Guideline would 
be better management of in-house environmental 
issues: generating awareness among the employees; 
responsible utilization of electricity, water, paper and 
energy and maintenance of a cleaner and more hygienic 
office environment, in participation of all the employees 
of the Bank.  Already 17 branches have been powered by 
solar energy and installation of solar panels in the rest of 
branches and Head Office is also in progress. 

Green Financing
 
Green finance as a part of green banking makes great 
contribution to the transition to resource efficient and low 
carbon industries i.e., green industry and green economy. 
MBL financed various projects which are environment 
friendly. The projects which contribute to degradation 
or deterioration of the environmental issues are usually 
avoided. The Bank financed Effluent Treatment Plants 
(ETP) of RMG and textile sectors and other bio-gas 
projects. In 2014, the Bank extended finance of BDT 
439.28 million for Solar Home System, BDT 114.00 million 
for setting up of HHK/Tunnel Kiln/equivalent Improve 
Brick Kiln Project, BDT 10.00 million for installation of 
ETP and BDT 152.07 million for financing projects having 
ETP.

Designing and Introducing Innovative Products
MBL has introduced various products such as MBL 
Shakti to finance for installation of ETP, Solar Energy & 
Bio-Gas Plant and MBL Hybrid Hoffman Kiln (HHK) for 
environment friendly Brick Field finance. Bank is giving 
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focus on financing in the other environment-friendly 
sectors and/or projects and energy efficient industries, 
such as adoption of renewable energy and/or energy-
efficient technology, supply of clean water, solid and 
hazardous waste disposal plant, bio-fertilizer plant etc.

MBL Green Activities

Initiative for green banking is the key in shaping our 
future. We, together with Bangladesh Bank are effectively 
working to sustain and keep our planet green. Role of 
Bangladesh Bank has made our job easy to enter into 
green banking initiatives like Online CIB, Bangladesh 
Automated Clearing House (BACH), Electronic Fund 
Transfer Network (EFTN), Enterprise Data Warehouse 
System (EDWS) etc. These are not only analogous to 
green banking but also has made us efficient. 

To reduce paper use, time, fuel consumption, MBL has 
introduced Online Banking, SMS Banking and Mobile 
Banking which are gaining popularity day by day. These 
are allowing the customers to do banking transactions 
without coming to the bank physically. Expansion of ATM 
network is greatly reducing the need for cheque book and 
reducing consumption of security papers etc.

Bangladesh Bank is also assisting us to empowering 
women and farmers giving them access to finance. We are 
allowing substantial loan facilities to woman entrepreneurs 
and farmers at lower interest rate and getting refinance 
from Bangladesh Bank. Furthermore, we are getting 
refinance against Bio-gas, ETP and Solar energy finance.
 
Employee Training & Awareness

The employees are receiving training on regular basis to 
take responsibility for implementation of Green Banking 
initiatives taken by the Bank. Training and awareness 
development on various environmental and social risk 
related issues and green banking aspects has become a 
part of regular training programs of the Bank undertaken 
by Mercantile Bank Training Institute. Bank’s officials 
also attained training & workshops arranged by outside 
organizations such as Bangladesh Bank, BIBM, BAB, etc.

Consumer Awareness
 
Bank is also committed to arrange and sponsor, 
individually and/or jointly, seminars, workshops or events 
on a continuous basis aimed at improving understanding 
and awareness on environmental and social issues by 
clients and other stakeholder groups. In this, different 
Green Stickers has been prepared & distributed to increase 
consumer awareness about importance of tree plantation, 
use of water, electricity and gas. Green Slogans have been 
included in New Year greeting cards.

MBL Green Strategic Planning toward Green Future

Mercantile Bank Limited as a 3rd generation Bank in 
Bangladesh is always committed to ensure proactive and 
prudent management for the environmental degradation 
from our banking operations. Bank is also committed to 
comply with environmental regulation for maintaining 

ecological as well as social balance and safeguarding the 
globe for all living beings and their future generation.   

From this point of view, Bank has made a Green Strategic 
Planning with a set of achievable targets to do the 
following activities related to Green Banking:

•	 As per Bangladesh Bank’s directives on Green 
Banking, Bank will take necessary initiatives to 
implement the Green Banking Policy within the 
deadline fixed by Bangladesh Bank.

•	 Bank has already circulated a detailed “Green 
Office Guide” to strengthen the green practices 
throughout the Bank. We will continuously monitor 
the meticulous compliance of green practices in 
internal operations & environment of the Bank and 
thus we can protect the environment. 

•	 Encouraging “Going Green” through financing in eco-
friendly projects, such as: adoption of renewable energy 
and/or energy efficient technology, supply of clean 
water, establishment of effluent and/or waste water 
treatment plant, solid and hazardous waste disposal 
plant, bio-gas plant, bio-fertilizer plant, improved brick 
kiln projects etc. at lower interest and utmost care. 

•	 Designing and introducing more innovative Green 
Products in the near future highlighting eco-benefit 
from green products and adding value to the existing 
products by inserting environmental features. 

•	 Checking necessary environmental due diligence 
factors before lending a loan/investment 
and reducing of extending loans to certain 
environmentally harmful projects. 

•	 17 (seventeen) branches of the Bank have already 
been powered by solar energy and we are expecting 
that more branches will start their journey with solar 
panel in the coming days. 

•	 Bank will enhance more services through Alternative 
Delivery Channels (ATM, Debit / Credit Card, Online 
Banking, BACPS, BEFTN, issuance of e-statement, 
Mobile Banking, Internet Banking etc.).

•	 Introducing new technology in banking operations 
that would not only benefit the customers but also 
increase the productivity of the employees.

•	 Bank will provide more monetary support, relief 
and loans at lower interest rates etc. in the natural 
disaster areas by which the victims will survive in the 
newer environment.

•	 Organizing rigorous Trainings/Workshops on Green 
Banking issues to educate the employees and that 
will continue in the coming days. 

•	 Arranging more seminars and symposiums to make 
our clients conscious regarding environmental 
issues as well as to introduce our Green Products.
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Human resources are the set of individuals who make 
up the workforce of an organization, business sector, 
or economy. “Human capital” is sometimes used 
synonymously with human resources, although human 
capital typically refers to a more narrow view. Human 
capital is a collection of resources all the knowledge, 
talents, skills, abilities, experience, intelligence, training, 
judgment, and wisdom possessed individually and 
collectively by individuals in a population. These resources 
are the total capacity of the people that represents a form 
of wealth which can be directed to accomplish the goals 
of the nation or state or a portion thereof.

From the corporate objective, employees have been 
traditionally viewed as assets to the enterprise, whose 
value is enhanced by further learning and development, 
referred to as human resource development. 
Organizations will engage in a broad range of human 
resource management practices to capitalize on those 
assets. Employees of the banks play significant role 
in providing better customer service. A talented officer 
can win the heart of a customer by providing efficient 
service blended with personal care which eventually 
builds a strong and ever-lasting business relationship 
with that customer.

MBL’s Human Resources

Human resources (HR) are main elements behind 
the success and future sustainability of the bank. 
MBL is developing and motivating the workforce with 
contemporary HR policies and attractive benefits. Our 
people are our most valuable asset, embodying our 
commitment to maximizing wealth of the Bank. We 
rely on them to communicate this value to our many 
stakeholders. With the Bank stepping up to entrenching 
its business strength, Bank Human Resource initiatives 
continued to focus on building capacity and confidence 
to keep up the momentum and employees’ resilience in 
pursuit to become most caring and gainfully profitable 
Bank. Finding the right employees, developing, rewarding 
and retaining them are some of our highest priorities.

MBL has formulated an efficient recruitment policy to 
recruit new employees, both fresh and experienced to 
meet the customers’ ever-increasing demand and to 
support the business expansions of the Bank. Our human 
resources are competent enough to handle the challenges 
of modern banking. Total Manpower of the Bank over the 
last two years’ is shown in the following table:

Manpower December, 2014 December, 2013
Executives 246 190
Officers & Staff 1,716 1,624
Total 1,962 1,814

We believe that the investment we make in our people, 
culture and reputation sets us apart from our peers. Our 
people want to feel proud of our organization, and this 
is an essential factor in lifting employee engagement, 
unlocking creativity and innovation, and driving a 
better outcome for our customers and shareholders. 
At a time when the industry is frequently criticized, 
employee engagement and confidence are critical to 
performance. Our people are an important asset and a 
key driver of our performance. 

Employees’ Benefits

We target a fair human resources management 
by using a performance based system. MBL’s 
management strategy is a multi-pronged one; that 
includes compelling employee value proposition with a 
competitive reward package. Our total rewards strategy 
has evolved with our business transformation and basic 
pay is benchmarked against the market to ensure 
competitiveness. The Bank offers satisfactory financial 
and nonfinancial benefits for the employees of the Bank 
to ensure a better life style. Such as- 

•	 Attractive compensation package 
•	 Festival and incentive bonus 
•	 Fair promotion 
•	 Annual increment 
•	 Career growth opportunities 
•	 Training and workshop (home and abroad) 
•	 Favorable work environment 
•	 Health care facilities 
•	 Loan facilities at a privileged rate 
•	 Retirement benefits, e.g., provident fund; 	
	 gratuity fund, disability benefit and 
•	 Leave fare assistance

Besides this we have platforms which provide recognition 
for outstanding performance, we offer career development 
opportunities, and we are dedicated to our employees’ 
well-being. To boost motivation, we recognize and reward 
top performers, long service employees, best managers, 
executives and officers. Human Resource Management 
is playing a more active role in shaping the future and 
the success of our “Employee’s”. Bank is maintaining a 
welfare fund taking contribution from both employees and 

Report on
Human Resources
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the bank to support the employees and their families on 
the ground of medical, maternity, retirement, disability and 
death claim. The Fund has been established to provide 
coverage in the event of accidental death or permanent 
disabilities, a portion of retirement benefit & stipend to the 
employees’ children.

Fostering Health

Safe and healthy work place is a precondition for sound 
mentality of employees to deliver desired services to 
valued customers. MBL is fully committed to offering its 
employees a hygienic work environment where they can 
identify and develop their skills with optimal advantage. 
Bank is always careful about ensuring modern, healthy 
and safe workplace for its employees. We remain 
proactive in implementing strategies and systems to 
help prevent injury or harm to employees whilst at work. 
Health and safety measures are in place to ensure that 
our people have an optimum work environment. Time to 
time, the Bank conducts a variety of safety and wellness 
activities. The Bank also extended the maternity leave 
from 03 months to 06 months for its female employees. 
All the branches, SME branches, and every department & 
divisions of its corporate office are well decorated having 
sufficient breathing spaces. 

Recruiting the Best People

In order to set our business up for success over the 
long term, MBL recognizes the importance of attracting 
and retaining the talent. As part of MBL’s investments 
in Human Capital, it has formulated Human Resources 
Policy including a strategic imperative for recruiting 
the best people from the society. MBL recruits fresh 
graduates from different academic backgrounds of 
renowned universities, which act as a source of creativity. 
Fresh graduates are recruited through comprehensive 
written test and Viva voce. MBL also recruits experienced 
bankers from the industry having sound banking 
knowledge and expertise.

Managing People

MBL has formulated its HR Policy incorporating benefits 
to be provided and returns to be expected from the 
employees. HR Policy acts as a key mechanism to make 
the employees responsible professionally and morally. 
Ethical codes of conduct, behavioral patterns of the 
employees and what the employees should do and what 
they shouldn’t, are elaborately incorporated in the Policy.

MBL manages its employees putting into practice its 
HR Policy. Our core behaviors encourage our people 
to speak up and have open, honest conversations. Our 
Codes of Conduct, Compliance Standards, and Policies 
guide our day-to-day decisions, actions and behaviors 
and govern our business. Any known or suspected 
incidents of illegal/ unacceptable/undesirable conduct 
are viewed with zero tolerance.

Training and Development

MBL has a strong focus on imparting training towards 
enhancement of the skills and competencies of the 
employees to take over the challenges of modern 
banking. We believe that, trained, skillful, experienced 
employees are the most important strategic resource in 
a more competitive business environment. Employees 
are given on-the-desk training so that they can carry out 
their deskwork confidently remaining compliant. As well, 
classroom trainings are also arranged for the employees 
to make them up-to-date with the changing requirements. 
The Bank has established ‘Mercantile Bank Training 
Institute (MBTI)’, run by experienced and talented faculty 
members. MBTI has brought all the employees of the 
Bank to the training net.
 
Mercantile Bank Training Institute

Mercantile Bank Training Institute (MBTI) is the flagship 
learning centre of Mercantile Bank Limited where human 
resources of the Bank are trained and couched in 
achieving professional excellence throughout the year. 
In 2002, MBTI the career learning and development 
institution in the private banking sector, was created to 
deliver value across the business by building a workforce 
with leading capability to drive sustainable, enhanced 
performance and strengthen our reputation. MBTI 
provides employees with experiences and tools to develop 
the skills they require to be successful in their current role 
and to prepare our people for career opportunities of 
tomorrow. The learning modules are primarily focused on 
innovation, high customer engagement and fast problem 
resolution as well as on products and processes and are 
knowledge driven.

MBTI training programs are designed specially to meet 
employees’ specific need and to build up professional 
expertise at workplace. Training activities consist of 
comprehensive foundation courses for entry level 
Management Trainees, officers and specialized training 
programs covers relevant areas of banking & finance 
such as general banking, credit, foreign exchange, 
marketing and accounts etc.

Team of Mercantile Bank Training Institute
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Report on Human Resources

Mercantile Bank Limited always focus to helping 
employees to grow and develop their skills, knowledge, 
and abilities. In 2014, we invested BDT 4.38 million in 
training & development purpose consisting 75 courses 
and covered 2,492 employees of MBL across the 
country. During 2014, the MBTI fulfill its yearly target 
by training a large number of employees through 
different training programs.

Total 
Courses 

Conducted

Total
Sessions

No.
of Trainees

Days
Utilized

75 860 2,492 176
			 
The Training Institute has fixed a target with three main 
dimensions-

•	 To bring all the employees with uniformity of work,

•	 ensure ‘Tailor-made’ training for the employees,
•	 To build succession of competent employees and 

enable them to occupy more responsible positions 
as situation emerge.

MBTI is fully equipped with a modern library, a well furnished 
dormitory, contemporary class rooms with state-of-the-art 
audio visual equipment with data projectors, laptops and 
screens and professional faculty who have extensive 
banking experience. The library has adequate books 
on banking law & regulations, economics, accounting, 
management, marketing and other related subjects.

Human Resource Accounting in MBL

Human Resource Accounting (HRA) involves accounting 
for the company’s management and employees as 
Human assets or capital that provide future benefits. 
The function of HRA is to provide information with which 
management can analyze its decisions in relation to 
human services. Accounting of human resources is 
nothing but the valuation of human asset in monetary 
terms and the process of their recording and disclosure. 
It also affords investors the opportunity to truly evaluate 
and understand the complete picture of an organization.

We are considering the following variables as our Human 
Resource Accounting Reporting variables-

(BDT in Million)

Ratios related to HRA 2014 2013

Salary cost per employee 0.91 0.82

Operating cost per employee 1.83 1.73

Operating income per employee 4.08 4.12

Profit before provision per 
employee

2.25 2.39

Profit before tax per employee 1.17 1.78

Salary cost as percentage of 
operating cost

49.85% 47.16%

Salary cost as percentage of 
operating income

22.35% 19.82%
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Report on CSR

Corporate Social Responsibility (CSR) as a company’s 
sense of responsibility towards the community and 
environment (both ecological and social) in which it 
operates. A more common approach to CSR is corporate 
philanthropy. This includes monetary donations and 
aids, given to nonprofit organizations and communities. 
Donations are made in areas such as the arts, education, 
housing, health, social welfare and the environment, 
among others, but excluding political contributions and 
commercial event sponsorship.

CSR aims to embrace responsibility for the Bank’s actions 
and encourage a positive impact through its activities on 
the environment, customers, employees, communities, 
stakeholders and all other members of the public sphere. 
As the days progress, CSR is increasingly becoming an 
elemental part of a large number of companies around the 
world. Common CSR actions include: 

•	 Environmental sustainability: recycling, waste 
management, water management, renewable energy, 
reusable materials, ‘greener’ supply chains, reducing 
paper use and adopting Leadership in Energy and 
Environmental Design building standards.

•	 Community involvement: This can include raising 
money for local charities, providing volunteers, 
sponsoring local events, employing local workers, 
supporting local economic growth, engaging in fair 
trade practices, etc. 

•	 Ethical marketing: Companies that ethically market 
to consumers are placing a higher value on their 
customers and respecting them as people who are 
ends in themselves. They do not try to manipulate 
or falsely advertise to potential consumers. This is 
important for companies that want to be viewed as 
ethical.

Mercantile Bank Foundation

Mercantile Bank Foundation has always been playing an 
imperative role in the social life of the country throughout its 
course of compassionate operation. MBL has established 
“Mercantile Bank Foundation” in 2000, just after a year 
of its inception, to work for the distressed and disabled 
people. Actually, the Foundation has been promoting a 
dialogue between the Bank and its community people. 

MBL’s social responsibilities are overseen by the Mercantile 
Bank Foundation. MBL contributes 1% of its Operating 
Profit or BDT 4.00 million, which one is maximum, to the 
Mercantile Bank Foundation every year, and from this 
amount, the Foundation cares the distressed and disabled 
people of the country. Since inception, the foundation has 
been awarding some noted intellectual personalities of the 
society for their outstanding performance and contribution 
in their respective fields. From 2011, Mercantile Bank 
Foundation (MBF) launched a new scholarship program, 
“Mercantile Bank Abdul Jalil Education Scholarship”. 
Under this program, MBL provided scholarship among 
the meritorious but poor students who have secured 
considerable brilliant results in JSC, SSC and HSC in same 

year across the country. Furthermore, the funding policy 
has focused on five major areas: Community outreach, 
Health & Medical research, Education, Arts & Culture, 
development of Sports. 

Objectives of Mercantile Bank Foundation

Mercantile Bank Foundation has been formed with the aim 
of achieving some underlying objectives including:

•	 To take possible initiatives in increasing social well-
being and poverty alleviation.

•	 To support the education by establishing new 
educational institutions, providing stipends/ 
scholarships to the poor but brilliant students.

•	 To provide awards to the Scholars in different 
significant arenas for their outstanding contribution, 
as they uphold nation’s pride brightly even across the 
geographical boundaries. These arenas are:

•	 Bengali Language and Literature

•	 Education

•	 Culture

•	 Liberation War based Research

•	 Economics and Economics related Research

•	 Healthcare

•	 Science and Technology

•	 Industry and Commerce

•	 Journalism

•	 Agriculture based Research and Development

•	 Sports

•	 to assist research activities on Bengali Literature 
through Bangla Academy

•	 to assist the unemployed young to make them self- 
sufficient

•	 to assist the rootless and distressed orphans and 
mentally retarded children through taking appropriate 
steps for their mental perfection and self-support

•	 to support in establishing hospitals, clinics, etc. for 
improvement of the health sector, to donate one 
time financial endowment to poor artists, literature-
patron, for ailing fatal disease-affected poor patients, 
to support poor fathers for arranging their daughter’s 
marriage and to support writers and publishers 
through purchasing their books.

CSR Activities in MBL

MBL has always been active in social responsible projects 
since the inception. Basically, we deem CSR as MBL’s 
most static business model which is socially responsible 
and environmentally sustainable. CSR is an integral part 
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of MBL culture. CSR is indeed a fundamental part of the 
long term business and sustainable growth and success, 
which plays an important role in promoting values both 
locally and internationally. Through different projects we 
presume to contribute to the community, but our main 
focus is to help millions of underprivileged children and 
poor people in Bangladesh. 

The Bank promotes CSR activities, apart from its own 
fund, through Mercantile Bank Foundation, which acts as 
a helping hand to the distressed people of the country. 
Investment in CSR programs is always supported and 
encouraged by the Board of Directors. Through “CSR 
Desk”, the Management reports to the Board and 
Regulatory Bodies on CSR activities. The funding policy 
has focused on five major areas: Community outreach, 
Health & Medical research, Education, Arts & Culture, and 
Development of Sports.

Segment-wise contribution under CSR activities of 
Mercantile Bank Foundation in 2014 is furnished below:

Segments BDT in Million
Education 1.90

Health 13.50

Disaster Management 22.40

Sports 0.60

Art & Culture 0.80

Others 13.80

Total 53.00

Figure: Segment-wise contribution under CSR activities

Education Scholarship Program
As CSR activities, MBL foundation has always contributed 
in Education & Research purpose. In 2011, Mercantile 
Bank Foundation launched a Scholarship program in the 
name and style, “Mercantile Bank Abdul Jalil Education 
Scholarship” for the meritorious and poor students across 
the country under the category of J.S.C, S.S.C and H.S.C. 
Education Scholarship program is an explicit expression 
of MBL’s motive towards building the nation through 
extending hands of assistance to the future generation of 
the country. 

Mercantile Bank Foundation is proud to have another year 
of success of its Education Scholarship Program in this year. 
In 2014, MBL provided scholarships among the students 
who have successfully passed (with minimum CGPA of 
4.50) J.S.C, S.S.C and H.S.C in 2013 to continue their 
further studies. Through this program, we engage to build 
self-respect and capabilities to make career, educational 
and life-changing journey. The details information of the 
education scholarship program is as under:

Category
Monthly

Scholarship 
(BDT)

No. of
Beneficiary Tenure

J.S.C    750.00 454 1 Year

S.S.C 1,000.00 263 1 Year

H.S.C 1,500.00 153 1 Year

Division wise information of scholarship awardees:

Division
Numbers of Students

Total
J.S.C S.S.C H.S.C

Dhaka 57 49 35 141

Chittagong 197 93 36 326

Rajshahi 74 39 25 138

Khulna 26 15 13 54

Sylhet 19 17 17 53

Barisal 26 20 12 58

Rangpur 55 30 15 100

Total 454 263 153 870

11% 16%

37%
16%

6%

6%

7%
Dhaka (16%)
Chittagong (37%)
Rajshahi (16%)
Khulna (6%)
Sylhet (6%)
Barisal (7%)
Rangpur (11%)

In 2014, MBL awarded scholarship among 870 students. 
We aspire to increase the number of beneficiary students 
in the coming days. For awarding scholarship, we sought 
application from eligible candidates all over the country 
through advertisement in leading national dailies and 
selected 870 awardees by a committee.

4%

25%

1%
2%

26%

42%

Education (4%)
Health (25%)
Disaster Management (42%)
Sports (1%)
Art and Culture (2%)
Others (26%)
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Mercantile Bank Award-2014

MBL always has encouraged the motive in mind to build 
an ever-lasting warm relationship with the customers, 
employees, finance providers, regulatory bodies and 
the community people at large. From foundation, MBL 
each year on its founding anniversary award some noted 
intellectual personalities of the society for their outstanding 
performance in their respective fields.

In continuation, during 2014, the Foundation of the Bank 
provides awards to 11 (eleven) Scholars for their outstanding 

contribution in different areas under the heading 
“Mercantile Bank Award-2014”. The Award includes 
a Gold Medal (2 Vori), a Crest and one time financial 
endowment worth BDT 1.00 lakh. Hon’ble Commerce 
Minister of Bangladesh Government of Bangladesh, Mr. 
Tofail Ahmed was the Chief Guest of the program. M. 
Amanullah, Hon’ble Chairman of the Bank presided over 
the program. The Scholars who have been honored with 
Mercantile Bank Award-2014 are as under:

Arenas Scholars Rewarded
Education National Professor Dr. A F Salauddin Ahmed

Healthcare Valerie Ann Taylor

Culture Artist Mostafa Monowar

Liberation War based Research Air Vice Marshal (Rtd.) A K Khandaker, Bir Uttam

Economics and Economics based Research Dr. Salehuddin Ahmed

Bengali Language and Literature Selina Hossain

Commerce and Industry Mahbubur Rahman

Journalism Nurjahan Begum

Sports Zobera Rahman Linu

Agriculture based Research & development Bangladesh Institute of Nuclear Agriculture (BINA)

Science & Technology Prof. Ainun Nishat

Mercantile Bank Award-2014
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Responsibility to the Society

Community Outreach: a helping hand for populations at-risk

As a corporate citizen, MBL is set to fulfill its social 
obligations through a broad range of activities. MBL 
Foundation receives requests for financial aid from 
disabled people, disaster victims and various organizations 
including educational and professional institutions. In 
response to these requests, the Foundation comes 
forward and provides financial assistance to these people 
and institutions every now and then. MBL as a legal 
corporate entity is fully aware of its responsibility about 
how its operational activities impact on its stakeholders, 
the economy, the society, its staff and last but not least, 
the environment. 

Donation to Flood Effected People

MBL has donated BDT 10.00 million to Prime Minister’s 
Relief Fund for flood affected people.
MBL continues Financial Support to BDR Mutiny 
affected Families
BDR mutiny in February, 2009 caused an irretrievable 
loss to the nation. MBL has widened its arms to share the 
sufferings of the revolt-affected families. In continuation, 
this year also MBL donated BDT 0.96 million to two BDR 
mutiny-affected families.

Distribution of Winter Clothes among the Poor People
MBL has distributed winter clothes among the distressed 
people of the cold affected areas of the country. About 
30,000 pieces of new winter clothes worth BDT 6.60 
million has been distributed in the different cold affected 
areas of the country.

Health and Medical
Every year Bank provides financial support to different 
medical and health institutions. Apart from institutional 
support, the Bank also provides financial assistance to 
individuals for their treatments. In 2014, Bank contributed 
BDT 13.50 million to different individuals and hospitals. 
Following are the major contribution of MBL in same arena:

•	 Donated an Ambulance to Shaheda Gafur Ibrahim 
Diabetics & General Hospital.

•	 Financial aid of BDT 8.53 million to 269 individuals for 
their treatment.

•	 Donation of BDT 1.00 million to SEID Trust for 
development of Autistic children.

•	 Donation of BDT 0.30 million to Mental Autism School, 
Jhalikhathi.

•	 Donation to Dhanmondi Buddhi Potibondhi Biddalaya.

•	 Donation of BDT 3.00 million to Proyash Ghatail area, 
Tangail

Education: teaching the young and spreading 
knowledge

MBL is continuing its supports to the education sector. 
This year, Bank contributed BDT 1.90 million to individual 
students and institutions in addition to MBL scholarship 
programme. The Bank encourages the employees to have 
professional degrees and also gives opportunities to the 
employees who wish to get higher studies in abroad. The 
Bank provides cash money incentives to the employees 
who passed the Banking Diploma. Following are the major 
contribution of MBL in same arena-

•	 Financial support of BDT 0.70 million to 25 meritorious 
students for their higher studies.

•	 Donation of BDT 0.18 million to Dhanmondi School 
for Intellectually Disabled.

•	 Donation of BDT 0.20 million to Dhaka University 
Rokeya Hall Alumni Association. 

The Arts: preserving cultural heritage and sponsoring 
the performing arts

As a recognized benefactor of culture, MBL takes some 
non-profit initiatives every year. Cultural institutions have 
been donated to organize cultural events in different times. 
Moreover, the Bank supports the writers, musicians and 
other performers in their inventive and creative activities. 
As earlier, in 2014 MBL contributes to organize and 
celebrate different cultural and traditional festivals.

Celebration of Bangla New Year-1421
MBL has celebrated the Bangla New year-1421 as it has 
been doing since inception. All its offices were decorated 
to a colorful festive look. Customers in the Branches 
were invited to share the joy of festival and they were 
entertained with sweets as a traditional ritual. Apart from 
that, MBL also donated to various cultural and educational 
institutes to celebrate the Bangla New Year.
Besides, the followings are the few beneficiaries of MBL’s 
contribution in the Arts & Culture sector during 2014:

•	 Muktijoddha Sangshad

•	 Bijoy Dibash Celebration 

•	 Bonomali Institute, Pabna 

•	 Kamrul Hasan Art School

Traditional Games and Sports

MBL always encourages the development of games and 
sports of the country. In different times, the Bank has 
contributed to organize a variety of traditional games and 
sports. In 2014, Bank contributes to different institutions/
clubs to arrange games and sports such as-

• 	 Alhaj Abdur Razzaque Gold Cup Football Tournament 

• 	 Dhaka University Intra IBA Futsal Tounament 2014

• 	 Nilphamari District Sports Association

• 	 Zafar Imam Tennis Complex, Rajshahi
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Care to Environment: Encouraging new thinking 
about Environmental Challenges
Our aim is to minimize any harmful effects and consider 
the development and implementation of environmental 
standards. MBL have established a separate unit to turn 
our Bank as a ‘Green Bank’. A lot of measures have been 
adopted including green financing, creating awareness 
among the employees for efficient use of water, electricity 
and paper, giving preference to eco friendly while financing 
and reuse of equipments. Green Banking is to provide 
innovative green products to support the activities that 
are not hazardous to environment and help to conserve 
the environment. MBL always try to manage the impact 
of operations and develop initiatives to improve its 
environment conducive footprint.

Contribution to the Economy
The Bank has contributed to the economy by generating 
employment of over 1,962 full time employees. It also 
plays an imperative role in creating job opportunities by 
financing to the productive sectors. The Bank mobilized 
resources of BDT 140,475.84 million from the surplus 
economic unit and deployed BDT 117,060.03 million in 
2014 to deficit group. 
The Bank plays its responsibility to the Government of 
Bangladesh paying corporate tax regularly. As per tax law, 

the bank deducts at source income tax, VAT, excise duty 
from various payments and services for ultimate credit to 
government exchequer. This year, 42.50% Tax is to be 
paid to the National Exchequer from its operation profit. 
The Bank has made provision of BDT 1,100.00 million for 
corporate tax in 2014 against BDT 1,250.00 million in 2013.

Involving Employees in the CSR Approach

As a “Corporate Citizen”, Mercantile Bank Limited is 
striving to play its responsibility in this regard. The 
involvement of employees in the CSR approach is one 
of the most effective ways to CSR awareness. In the 
new CSR strategy, we have developed activities to keep 
employees up-to-date with our CSR goals and principles. 
We believe that they will put their knowledge to both at 
work place and in their private lives.
Raising CSR awareness among the employees
MBL arranged a full day workshop program to raise the 
awareness of its employees regarding key CSR issues and 
its policies in this area. To build on this training, environmental 
awareness-raising actions have been set up locally.
Informing and encouraging dialogue
MBL’s employees are also kept updated about day-to-day 
CSR events, and are invited to exchange on new issues 
and the Group’s actions in this area.

Scholarship Distribution Ceremony of Dhaka Region Scholarship Distribution Ceremony of Dhaka Region

Scholarship Distribution Ceremony of Dhaka Region Scholarship Distribution Ceremony of Dhaka Region

Mercantile Bank Abdul Jalil Education Scholarship Distribution 
program- 2014
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MBL’s Responsibilities to the Society

MBL Donated Blankets to Prime Minister’s Relief Fund Donation to ‘Prime Minister’s Relief Fund’ for Flood Effected People

MBL Donated an Ambulance to Shaheda Gafur Ibrahim Geleral Hospital, Patuakhali MBL Sponsored First Division Cricket tournament-2014, Feni

MBL Donation to SWAC for Autistic Children MBL Winter Cloth Distribution

MBL Winter Cloth Distribution Art Competition arranged by MBL
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MBL
ALbum

15th Annual General Meeting (AGM) of the Bank

Shareholders’ participation in 15th AGM

Half Yearly Business Conference 2014

Shareholders’ participation in 15th AGM

Annual Business Conference 2014

Quarterly Business Performance Review Meeting 2014
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Branch Opening Ceremony at Chandpur

Branch Opening Ceremony at Khulshi, Chittagong

Banani Branch shifting at new premises

Branch Opening Ceremony at Korais Munshi Bazar, Feni

100th Branch Opening Ceremony at Basra, Noakhali

Opening of New look of Main Branch, MBL
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MBL Album

ICAB awarded Certificate of Recognition to MBL

Remittance Agreement signing

MBL signed an Agreement with Swiss contact to promote Mobile Banking Services

Agreement with Farazy Hospital Ltd. for providing 
medical services to our employees and stakeholders

Remittance Agreement signing

Remittance Agreement signing
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Iftar Mahfil was arranged by MBL

Certificate Award Ceremony for MTO

BAMLCO Conference 2014

Customer Gathering Program at UK

MBTI Organizes a Seminar on Corporate Governance & 
It’s Impact on Financial Institutions

A Friendly Cricket Match between MBL and Bangladesh Bank
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Mercantile Bank Limited demonstrated improvements 
in key financial indicators and developed strong 
fundamentals along with healthy capital base. Considering 
the overwhelming economic challenges and unpleasant 
political situation over the country, Mercantile Bank Limited 
kept the growth momentum achieved cheering results in 
the year 2014. 

Prudent fund management, reduction of cost of deposits, 
good return from investment in government bonds and 
bills aided to achieve such growth. In the year 2014 we 
have also emphasis on procuring more low cost and no 
cost deposits to upgrade the deposit mix which will lead to 
reduce the cost of deposit. MBL successfully restrained its 
controllable expenses in the year 2014. 

Key Performance Indicators of the Bank as on December 
31, 2014 are as follows:

(BDT in Million)
Particulars 2013 2014

Loans and Advances 97,688.50 117,060.03
Deposits 120,857.89 134,996.49
Import 100,680.00 107,089.70
Export 71,670.00 78,352.70
Remittance 12,440.00 18,208.50

(BDT in Million)
Particulars 2013 2014

Investments 30,090.60 32,184.08
Operating Profit 4,255.70 4,410.57
Net Profit 1,978.70 1,188.51
Paid-up Capital 6,599.61 7,391.56
Shareholders’ Equity 12,574.24 13,519.17

Fund Management and Liquidity

In the year 2014, the management handles its operation 
very efficiently and smoothly. Loan-Deposits ratio reached 
to 86.71% which is almost similar with standard level. 
During the reporting period, the Bank has been able to 
ensure optimum level of cash inflow and thereby effectively 
managing its liquidity risk. 

Dividend

The Bank has been maintained persistent dividend payout 
ratio over the years. As on December 31, 2014 the Bank’s 
dividend payout ratio stood at 62.19%. In a bid to maximize 
shareholder’s value and strengthen our core capital, the 
Bank is maintaining a stable dividend policy.

CFO’s Statement
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Dividend Payout Ratio (%)

2009 71.73
2010 53.61
2011 65.9
2012 66.37
2013 66.71
2014 62.19

2010 2011 2012 2013 2014

53.61

65.9
66.37 66.71

62.19

Dividend Pay out Ratio (%)

Dividend Payout Ratio (%)

Capital Fund

The bank is committed to maintain adequate capital base 
to remain compliant as per risk based capital adequacy 
framework i.e. Basel II. For this, the bank has framed a 
five year capital plan incorporating its future outlook of 
achieving capital adequacy ratio far above than minimum 
requirement in the future. Furthermore, MBL issued 
subordinated bond worth BDT 3,000.00 million to further 
strengthen its capital base.  As on December 31, 2014 
regulatory capital and capital adequacy ratio of the Bank 
is as under:

(BDT in Crore)
Particulars 2013 2014
Tier 1 or Core Capital 1,176.76 1,242.77
Tier 2 or Supplementary Capital 194.21 667.62
Total Eligible Capital 1,370.97 1,910.39
Total Risk Weighted Assets 11,999.51 14,748.43
Capital Adequacy Ratio 11.43% 12.95%
Minimum Capital Requirement 1,199.55 1,474.84
Capital Surplus 171.02 435.55

Total Eligible Capital
Minium Capital Requirement
Capital Surplus

Capital Fund

1370.97
1199.55

171.02

1,910.39
1,474.84

435.55

2013  2014

Assets Quality

During the year 2014, MBL successfully restricted its Non 
Performing Loans around 5% by dint of prudent application 
of Bangladesh Bank’s circular loan rescheduling and 
classification and effective recovery measures of the Bank. 
Total nonperforming loan of MBL stood at 5.10% in 2014. 

However, we have consolidated our position by making 
adequate provision amounting to BDT 495.18 million 
against the requirement of BDT 494.99 million.

Operating Efficiency

The Bank exhibited its prudence in limiting cost of deposits 
by emphasizing on procuring more low cost and no cost 
deposit while keeping yield on advances at a reasonable 
level. As on December 31, 2014 MBL successfully brought 
down its cost of deposits to 8.26% from 8.93% over the 
previous year.  Net interest Margie (NIM) increased to 
3.96% as on December 2014 as compared to 3.07% as 
on December 31, 2013. 

Particulars 2013 2014
i. Interest Income 13,344.90 13,984.49

ii. Interest Expense 11,795.76 11,385.38

iii. Net Interest Income (i-ii) 1,549.13 2,599.10

iv.  Non Interest Income 5,745.81 5,396.91

v. Operating Income (iii+iv) 7,294.96 7,996.02

vi. Non Interest Expense 3,039.26 3,585.44

vii. Cost Income Ratio (vi/v) 41.66% 44.84%

Contribution to Government Exchequer

Being a corporate stakeholder of the country since 
inception MBL has been paying a commendable amount 
of corporate tax every year. It also deposit excise duty, 
withheld tax and VAT to Govt. Exchequer on time deducted 
from employees’ salary as well as payments to customers 
and vendors. In 2014, the Bank has made provision of 
BDT 1,100.00 million for corporate tax.

The Bank always remains compliant, transparent and 
accountable in every segment of its appearance. We 
ensure uncompromising commitment towards all our 
stakeholders. We believe that our unconditional endeavor 
for SHAPEING the FUTURE will make the upcoming 
years more rewarding for all the stakeholders.

Monindra Kumar Nath
Additional Managing Director & CFO
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Date: 22 April 2015

To

The Board of Directors

Mercantile Bank Limited

61, Dilkusha C/A

Dhaka – 1000.

Certification of Financial Statements by the CEO & CFO

In accordance with the notification of Bangladesh Securities and Exchange Commission No. SEC/CMRRCD/2006-158/134/
Admin/44 dated 07, August 2012 we declare the followings regarding the financial statements of Mercantile Bank Limited 
for the year ended 31 December 2014:

	 i)	 We have reviewed the financial statements for the year and that to the best of our knowledge and belief:

		  a)	 These statements do not contain any materially untrue statement or omit any material fact or contain 	
			   statements that might be misleading;
		  b)	 These statements together present a true and fair view of the company’s affairs and are in compliance 	
			   with existing accounting standards and applicable laws;

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

M. Ehsanul Haque

Managing Director & 
Chief Executive Officer (CEO)

Monindra Kumar Nath

Additional Managing Director & 
Chief Financial Officer (CFO)



Auditors’
Report
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Independent Auditors’ Report to the Shareholders of
Mercantile Bank Limited 
We have audited the accompanying consolidated financial statements of Mercantile Bank Limited and its subsidiaries, 
(“the Group”) as well as the financial statements of Mercantile Bank Limited (“the Bank”) which comprise the consolidated 
balance sheet and the separate balance Sheet as at 31 December 2014 and the consolidated and separate profit & loss 
accounts, consolidated and separate statements of changes in equity and consolidated and separate cash flow statements 
for the year then ended, and a summary of significant accounting policies and other explanatory notes. 

Management’s Responsibility for the Financial Statements and Internal Controls

Management is responsible for the preparation of consolidated financial statements of the Group and also separate 
financial statements of the Bank that gives a true and fair view in accordance with International Financial Reporting 
standards (IFRS)/ Bangladesh Financial Reporting Standards (BFRSs) as explained in notes and for such internal control 
as management determines is necessary to enable the preparation of consolidated financial statements of the Group and 
also the separate financial statements of the Bank that are free from material misstatement, whether due to fraud and 
error. The Bank Companies Act, 1991 and the Bangladesh Bank Regulations require the Management to ensure effective 
internal audit, internal control and risk management functions of the Bank. The Management is also required to make a 
self-assessment on the effectiveness of anti-fraud internal controls and report to Bangladesh Bank on instances of fraud 
and forgeries.

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements of the Group and the separate 
financial statements of the Bank based on our audit. We conducted our audit in accordance with Bangladesh Standards 
on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements of the Group and separate financial statements 
of the Bank are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements of the Group and separate financial statements of the Bank. The procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements 
of the Group and separate financial statements of the Bank, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation of consolidated financial statements of the Group 
and separate financial statements of the Bank that give a true and fair view in order to design audit procedures that are 
appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements of the Group and also separate financial statements of the Bank.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion the consolidated financial statements of the Group and also separate financial statements of the Bank give 
a true and fair view of the consolidated financial position of the Group and the separate financial position of the Bank as 
at 31 December 2014 and of its consolidated and separate financial performance and its consolidated and separate cash 
flows for the year then ended in accordance with International Financial Reporting standards (IFRS)/ Bangladesh Financial 
Reporting Standards as explained in notes.

Report on Other Legal and Regulatory Requirements

In accordance with the Companies Act 1994, Securities and Exchange Rules 1987, the Bank Company Act, 1991 and the 
rules and regulations issued by the Bangladesh Bank, we also report the following:

(a)	 we have obtained all the information and explanation which to the best of our knowledge and belief were 
necessary for the purpose of our audit and made due verification thereof;

(b)	 to the extent noted during the course of our audit work performed on the basis stated under the Auditors’ 
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Responsibility section in forming the above opinion on the consolidated financial statements of the Group and the 
financial statements of the Bank and considering the reports of the Management to Bangladesh Bank on anti-
fraud internal controls and instances of fraud and forgeries as stated under the Management’s Responsibility for 
the Financial Statements and Internal Control:

i)	 Internal audit, internal control and risk management arrangements of the Group and the Bank, as disclosed 
in note 2.10 of the financial statements.  appeared to be materially adequate;

ii)	 Nothing has come to our attention regarding material instances of forgery or irregularity or administrative error 
and exception or anything detrimental committed by employees of the Bank and its related entities .

(c)	 financial statements of subsidiary companies of the Bank namely Mercantile Bank Securities Limited  have been 
audited by K.M.Hasan & Co., Chartered Accountants and Mercantile Exchange House (UK) Limited has been 
audited by Jahan & Co., Chartered Management Accountants have been properly reflected in the consolidated 
financial statements;

(d)	 in our opinion, proper books of account as required by law have been kept by the Group and the Bank so far as 
it appeared from our examination of those books;

(e)	 the consolidated balance sheet and consolidated profit and loss account of the Group and the separate balance 
sheet and separate profit and loss account of the Bank dealt with by the report are in agreement with the books 
of account;

(f)	 the expenditure incurred was for the purposes of the Bank’s business;
(g)	 the consolidated financial statements of the Group and the separate financial statements of the Bank have been 

drawn up in conformity with prevailing rules, regulations and Bangladesh Financial Reporting Standards as 
explained in notes as well as with related guidance , circulars issued by Bangladesh Bank;

(h)	 adequate provisions have been made for loans and advances which are, in our opinion, doubtful of recovery;
(i)	 the records and statements submitted by the branches have been properly maintained and consolidated in the 

financial statements;
(j)	 the information and explanation required by us have been received and found satisfactory; and
(k)	 we have reviewed over 80% of the risk weighted assets of the Bank and we have spent around 5,620 person 

hours for the audit of the books and accounts of the Bank.

Khan Wahab Shafique Rahman & Co.
Chartered Accountants

A. Qasem & Co.
Chartered Accountants

Place: Dhaka
Dated: April 22, 2015
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Signing Ceremony of the
Financial Statements 2014



Mercantile Bank Limited
Consolidated Financial Statements
As at December 31, 2014
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Mercantile Bank Limited
Consolidated Balance Sheet

As at 31 December 2014

Notes Amount in Taka
2014 2013

Property and Assets
Cash in hand 3(a)  12,894,309,930  10,402,462,532 
Cash in hand (Including foreign currencies)  1,430,510,899  1,551,949,396 
Balance with Bangladesh Bank & its agent bank(s) (including foreign currency)  11,463,799,031  8,850,513,136 

Balance with other banks and financial institutions 4(a)  754,524,728  921,764,840 
In Bangladesh  368,830,617  434,127,130 
Outside Bangladesh  385,694,111  487,637,710 

Money at call and short notice 5(a)  -  - 

Investments 6(a)  32,414,084,966  30,320,602,619 
Government  29,720,024,802  28,642,766,416 
Others  2,694,060,164  1,677,836,203 

Loans and Advances 7(a)  117,241,097,332  97,582,383,031 
Loans, Cash Credit, Overdraft etc.  110,173,008,505  91,084,470,329 
Bills Purchased and Discounted  7,068,088,827  6,497,912,702 

Fixed assets including premises, furniture and fixtures 8(a)  3,229,353,467  3,137,872,330 
Other assets 9(a)  2,567,367,706  2,737,292,404 
Non- banking assets  -  - 

Total property and assets  
169,100,738,129 

 
145,102,377,756 

Liabilities and Capital
Liabilities
Borrowings from other banks, financial institutions and agents 10(a)  3,692,368,038  1,378,752,480 

Deposits and other accounts  135,000,511,870 120,912,479,182 
Current Accounts and Other Accounts 11.1(a)  21,844,985,397  18,853,306,986 
Bills Payable 11.2(a)  1,387,228,039  1,388,795,686 
Savings Bank Deposits 11.3(a)  10,534,217,297  8,510,143,963 
Fixed Deposits 11.4(a)  46,057,219,028  41,945,686,077 
Deposits Under Schemes 11.5(a)  55,176,862,109  50,214,546,470 

Subordinated bond 11.2(b)  3,000,000,000  - 

Other liabilities 12(a) 13,845,780,155 10,178,709,385 
Total Liabilities 155,538,660,063 132,469,941,047 

Capital/Shareholders’ Equity 13,509,436,941  12,579,838,919 
Paid-up Capital 13.1  7,391,567,010  6,599,613,410 
Statutory Reserve 14(a) 4,223,124,428  3,765,422,762 
Other Reserve 15(a)  1,137,109,118  852,291,348 
Surplus in Profit & Loss Account 16(a) 757,636,385  1,362,511,399 

Non Controlling Interest 16(b)  52,641,124  52,597,790 
Total Shareholders’ Equity 13,562,078,006  12,632,436,709 
Total Liabilities & Shareholders’ Equity 169,100,738,129 145,102,377,756 
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Mercantile Bank Limited
Consolidated Balance Sheet

As at 31 December 2014

Notes Amount in Taka
2014 2013

Off-Balance Sheet Items

Contingent Liabilities

Acceptances and endorsements 17.1  20,279,437,342  21,519,338,210 
Letters of guarantee 17.2  7,508,920,077  7,196,610,686 
Irrevocable Letters of Credit 17.3  24,344,028,198  20,947,675,954 
Bills for collection 17.4  6,168,104,039  207,495,891 
Other contingent liabilities(BLW) 17.5  2,498,091,318  1,882,488,279 

  60,798,580,974  51,753,609,020 

Other Commitments

Documentary credits and short term trade related transactions  -  - 
Forward assets purchased and forward deposits placed  -  - 
Undrawn note issuance and revolving underwriting facilities  -  - 
Undrawn formal standby facilities, credit lines and other commitments  -  - 

 -  - 

Total Off-Balance Sheet Items including contingent liabilities  60,798,580,974  51,753,609,020 
 

The annexed notes form an integral part of these financial statements.

Managing Director and CEO

This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants

Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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Mercantile Bank Limited
Consolidated Profit & Loss Account
For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

Interest Income 19(a)  13,959,793,130  13,415,739,973 
Less: Interest Paid on Deposits, Borrowings etc. 21(a)  11,385,387,903  11,795,763,777 
Net Interest Income  2,574,405,227  1,619,976,196 

Investment Income 20(a)  2,796,034,926  3,266,941,399 
Commission, Exchange and Brokerage 22(a)  1,639,270,591  1,538,375,863 
Other Operating Income 23(a)  1,067,400,996  1,043,262,245 

 5,502,706,513  5,848,579,507 
Total Operating Income  8,077,111,740  7,468,555,703 

Salaries and Allowances 24(a)  1,815,704,997  1,469,123,441 
Rent, Taxes, Insurances, Electricity etc. 27(a)  493,876,705  444,562,167 
Legal Expenses 28(a)  12,847,613  13,337,113 
Postage, Stamps, Telecommunication etc.  54,700,176  56,354,638 
Stationery, Printings, Advertisements etc. 29(a)  204,808,220  149,427,782 
Chief Executive’s Salary and Fees 25(a)  13,183,947  11,350,076 
Directors’ Fees 26(a)  3,235,395  3,523,250 
Auditors’ Fees  1,000,826  1,266,785 
Depreciation and Repair to Bank’s property 30(a)  273,023,643  238,697,626 
Other Expenses 31(a)  794,770,488  751,921,869 
Total Operating Expenses  3,667,152,010  3,139,564,747 
Profit/(loss) before provision  4,409,959,730  4,328,990,956 

Provision for loans and advances including off Balance Sheet items 12.5(a)  2,122,064,054  1,027,000,000 
Provision for diminution in value of investments in shares  -  - 
Other Provision 12.3.1(a)  6,000,000  67,500,000 
Total Provision  2,128,064,054  1,094,500,000 
Total Profit before taxes  2,281,895,676  3,234,490,956 

Provision for Current Tax 12.4.1(a) 1,145,120,442  1,236,641,207 
Provision for Deferred Tax 12.4.2(a)  (35,030,921)  20,000,000 

 1,110,089,521  1,256,641,207 
Net Profit after Taxation  1,171,806,155  1,977,849,749 
Retained Surplus brought forward from previous year  46,173,020  32,998,440 
Profit available for appropriation  1,217,979,175  2,010,848,189 
Appropriation
Statutory Reserve  457,701,666  645,739,000 
Non Controlling Interest in Profit 16(b)  2,641,124  2,597,790 
Retained Surplus 16(a) 757,636,385  1,362,511,399 

1,217,979,175  2,010,848,189 

Consolidated Earnings Per Share (EPS) 32(a) 1.59 2.68

The annexed notes form an integral part of these financial statements.

Managing Director and CEO
This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants

Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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Mercantile Bank Limited
Consolidated Cash Flow Statement
For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

A) Cash flows from operating activities
 519,160,515  99,520,228 

Interest received 13,220,634,464 12,610,901,790 
Interest paid (9,996,108,341) (10,551,408,332)
Fees and commission received  865,842,527  863,964,349 
Payment  to the employees (1,815,704,997) (1,469,123,441)
Payment to suppliers  (96,264,996)  (149,427,782)
Income tax paid (1,659,238,142) (1,205,386,356)

Received from other operating activities  4,620,520,597 4,976,072,892
Exchange gain  773,428,064  674,411,514 
Other operating income  3,847,092,533 4,301,661,378

Payment for other operating activities (1,420,131,560) (1,322,566,113)
Rent, taxes, insurances and electricity  (493,876,705)  (444,562,167)
Legal expenses  (12,847,613)  (13,337,113)
Postage, stamps and telecommunication  (54,700,176)  (56,354,638)
Auditors’ fees  (1,431,104)  (1,586,785)
Repair and maintenance  (46,516,410)  (40,250,215)
Chief Executive’s salary and fees  (13,183,947)  (11,350,076)
Directors’ fees  (3,235,395)  (3,523,250)
Other expenses  (794,340,210)  (751,601,869)

Operating cash flows before changes in operating assets & liabilities  3,719,549,552 3,753,027,007

(Increase)/ decrease in operating assets and liabilities (20,735,972,687)  7,193,890,700 
Trading securities (Treasury Bills & Bonds) (1,077,258,386)  11,391,982,185 
Loans and advances to other banks  -  - 
Loans and advances to customer (19,658,714,301) (4,198,091,485)

Other assets (Item-wise)  67,441,366 (1,744,907,839)
Suspense account 9.1  (4,533,285)  (399,865,714)
Demand Draft paid without advice  (1,988,009)  (220,042)
Advance rent  11,113,869  (291,657,035)
Advance deposits  (3,584,515)  (2,731,788)
Stock of stationery  2,860,426  (15,184,952)
Stamps in hand  (91,927)  (3,521,040)
Premium on bond  54,961  (4,872,620)
Clearing adjustment account  6,092,337  (6,884,268)
On-line client adjustment account  -  (27,771,532)
Adjusting account debit 9.2  61,747,559  (954,889,290)
Mercantile Exchange House (UK) Limited.  (4,230,050)  (37,309,558)
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Mercantile Bank Limited
Consolidated Cash Flow Statement
For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

 18,114,323,316 (9,584,285,417)
Deposit from other banks  2,313,615,558 (14,548,580,443)
Deposit from customers 14,088,032,688  2,867,454,399 
Other liabilities on account of customers  -  - 
Other liabilities  1,712,675,070 2,096,840,627

Net cash flows from operating activities  1,165,341,547  (382,275,550)

B) Cash flows from investing activities
Brokerage House customer account  -  - 
Dividend received  16,343,389  8,542,266 
(Purchase)/ sale of property, plant and equipment  (312,884,616)  (384,104,339)
(Purchase)/sale of shares  8,776,039  (10,890,334)
(Purchase)/sale of bond (1,025,000,000)  (157,500,000)
Other investment (Treasury bills & Bonds)  -  - 
Net cash flows from investing activities (1,312,765,188)  (543,952,407)

C) Cash flows from financing activities
Receipts from issue of loan capital and debt Securities  3,000,000,000  - 
Paid for repayment of loan and debt securities  -  - 
Received by issue of right share  -  - 
Dividend paid  (527,969,073)  (427,752,721)
Net cash flows from financing activities  2,472,030,927  (427,752,721)

Net increase/(decrease) in cash & cash equivalent (A+B+C)  2,324,607,286 (1,353,980,678)

Cash and cash equivalent at beginning of the year  11,324,227,372 12,678,208,050 
Cash and cash equivalent at the end of the year 16.A(2) 13,648,834,658  11,324,227,372 

The annexed notes form an integral part of these financial statements.

Managing Director and CEO

This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants

Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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Mercantile Bank Limited
Balance Sheet

As at 31 December 2014

Notes
Amount in Taka

2014 2013
Property and Assets
Cash in hand 3 12,894,264,363 10,402,414,466 
Cash in hand (Including foreign currencies) 3.1  1,430,465,332  1,551,901,330 
Balance with Bangladesh Bank & its agent bank(s) 3.2  11,463,799,031  8,850,513,136 
(including foreign currencies)

Balance with other banks and financial institutions 4  742,378,611  917,821,434 
In Bangladesh 4.1  356,894,971  430,200,971 
Outside Bangladesh 4.2  385,483,640  487,620,463 

Money at call and short notice 5  -  - 
Investments 6  32,184,085,090  30,090,602,749 
Government 6.4  29,720,024,802  28,642,766,416 
Others 6.5  2,464,060,288  1,447,836,333 

Loans and Advances 7 117,060,025,369 97,688,501,593 
Loans, Cash Credit, Overdraft etc. 7.A 109,991,936,542  91,190,588,891 
Bills Purchased and Discounted 7.B  7,068,088,827  6,497,912,702 

Fixed assets including premises, furniture and fixtures 8  3,198,110,451  3,097,595,988 
Other assets 9  2,395,268,905  2,644,932,970 
Non- banking assets  -  - 
Total  Property and Assets 168,474,132,789 144,841,869,200 

Liabilities and Capital
Liabilities 
Borrowings from other banks, financial institutions and agents 10  3,692,368,038  1,378,752,480 

Deposits and other accounts 11 134,996,493,244 120,857,891,422 
Current accounts and other accounts 11.1 21,840,966,771 18,798,719,226 
Bills payable 11.2  1,387,228,039  1,388,795,686 
Savings bank deposits 11.3  10,534,217,297  8,510,143,963 
Fixed deposits 11.4  46,057,219,028  41,945,686,077 
Deposit under schemes 11.5  55,176,862,109  50,214,546,470 

Subordinated bond 11.2(b)  3,000,000,000  - 

Other Liabilities 12 13,266,098,308 10,030,987,033 
Total Liabilities 154,954,959,590 132,267,630,935 
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Mercantile Bank Limited
Balance Sheet

As at 31 December 2014

Notes Amount in Taka
2014 2013

Capital/shareholders’ equity
Paid-up capital 13.1  7,391,567,010  6,599,613,410 
Statutory reserve 14 4,223,124,428  3,765,422,762 
Other reserve 15  1,137,109,118  852,291,348 
Surplus in profit & loss account 16  767,372,642  1,356,910,745 
Total shareholders’ equity  13,519,173,199 12,574,238,265 
Total Liabilities & Shareholders’ Equity  168,474,132,789  144,841,869,200 

Off-Balance Sheet Items

Contingent Liabilities

Acceptances and endorsements 17.1 20,279,437,342 21,519,338,210 
Letters of guarantee 17.2  7,508,920,077  7,196,610,686 
Irrevocable letters of credit 17.3 24,344,028,198 20,947,675,954 
Bills for collection 17.4  6,168,104,039  207,495,891 
Other contingent liabilities(BLW) 17.5  2,498,091,318  1,882,488,279 

 60,798,580,974 51,753,609,020 

Other Commitments

Documentary credits and short term trade related transactions  -  - 
Forward assets purchased and forward deposits placed  -  - 
Undrawn note issuance and revolving underwriting facilities  -  - 
Undrawn formal standby facilities, credit lines and other commitments  -  - 
commitments  -  - 

 -  - 

Total Off-Balance Sheet items including contingent liabilities 60,798,580,974 51,753,609,020 

The annexed notes form an integral part of these financial statements.

Managing Director and CEO

This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants

Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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Mercantile Bank Limited
Profit and Loss Account

For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

Interest income 19 13,984,496,217 13,344,900,827 
Less: Interest paid on deposits, borrowings etc. 21  11,385,387,903  11,795,763,777 
Net interest income  2,599,108,314  1,549,137,050 

Investment income 20  2,796,034,926  3,266,941,399 
Commission, exchange and brokerage 22  1,552,573,148  1,457,893,757 
Other operating income 23  1,048,305,620  1,020,981,499 

 5,396,913,694  5,745,816,655 
Total operating income  7,996,022,008  7,294,953,705 

Salaries and allowances 24  1,787,532,478  1,428,294,247 
Rent, taxes, insurances, electricity etc. 27  479,327,244  430,755,661 
Legal expenses 28  12,716,373  12,542,954 
Postage, stamps, telecommunication etc.  52,391,894  53,642,117 
Stationery, printings, advertisements etc. 29  204,395,829  148,896,162 
Chief Executive’s salary and fees 25  11,688,710  9,854,839 
Directors’ fees 26  2,745,395  2,793,250 
Auditors’ fees  600,000  600,000 
Depreciation and repair to Bank’s assets 30  267,919,889  232,296,630 
Other expenses 31  766,131,809  719,582,847 
Total operating expenses  3,585,449,621  3,039,258,707 
Profit/(loss) before provision   4,410,572,387  4,255,694,998 

Provision for loans and advances including off Balance Sheet items 12.5  2,122,064,054  1,027,000,000 
 -  - 

Other provision 
Total provision  2,122,064,054  1,027,000,000 
Total profit/(loss) before taxes  2,288,508,333  3,228,694,998 

Provision for Current tax 12.4 1,135,030,921  1,230,000,000 
Provision for Deferred Tax  (35,030,921)  20,000,000 

 1,100,000,000  1,250,000,000 
Net profit after taxation  1,188,508,333  1,978,694,998 
Retained surplus brought forward from previous year  36,565,976  23,954,747 
Profit available for appropriation  1,225,074,309  2,002,649,745 
Appropriation
Statutory reserve 14  457,701,667  645,739,000 
General reserve  -  - 
Retained earnings 16 767,372,642  1,356,910,745 

 1,225,074,309  2,002,649,745 

Earnings per share (EPS) 32 1.61 2.68

The annexed notes form an integral part of these financial statements.

Managing Director and CEO

This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants
Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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Mercantile Bank Limited
Cash Flow Statement

For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

A) Cash flows from operating activities
 485,751,069  66,145,041 

Interest received 13,245,337,551 12,540,062,644 
Interest paid (9,996,108,341) (10,551,408,332)
Fees and commission received  779,145,084  783,482,243 
Payment  to the employees (1,787,532,478) (1,428,294,247)
Payment to suppliers  (95,852,605)  (72,310,911)
Income tax paid (1,659,238,142) (1,205,386,356)

Received from other operating activities  4,601,425,221  4,953,792,146 
Exchange gain  773,428,064  674,411,514 
Other operating income  3,827,997,157  4,279,380,632

Payment for other operating activities (1,480,061,059) (1,346,262,134)
Rent, taxes, insurances and electricity  (479,327,244)  (430,755,661)
Legal expenses  (12,716,373)  (12,542,954)
Postage, stamps and telecommunication  (52,391,894)  (53,642,117)
Auditors’ fees  (430,278)  (575,000)
Repair and maintenance  (46,516,410)  (40,250,215)
Chief Executive’s salary and fees  (11,688,710)  (9,854,839)
Directors’ fees  (2,745,395)  (2,455,000)
Other expenses  (874,244,755)  (796,186,348)
Operating cash flows before changes in operating assets and liabilities  3,607,115,231  3,673,675,053

(Increase)/ decrease in operating assets and liabilities (20,448,782,162)  7,314,355,005 
Trading securities (Treasury bills & Bonds) (1,077,258,386)  11,391,982,185 
Loans and advances to other banks  -  - 
Loans and advances to customers (19,371,523,776) (4,077,627,180)

Other assets (Item-wise)  67,441,366  1,496,513,466 
Suspense account 9.1  (4,533,285)  159,770,114 
Demand Draft paid without advice  (1,988,009)  (60,042)
Advance rent  11,113,869  19,793,967 
Advance deposits  (3,584,515)  (422,046)
Stock of stationery  2,860,426  7,709,165 
Stamps in hand  (91,927)  (894,401)
Premium on bond  54,961  - 
Clearing adjustment account  6,092,337  25,998,101 
On-line client adjustment account  -  (23,348,515)
Adjusting account debit 9.2  61,747,559  77,361,830 
Mercantile Exchange House (UK) Ltd.  (4,230,050)  (7,223,259)
Mercantile Bank OBU unit  -  1,237,828,552 
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Mercantile Bank Limited
Cash Flow Statement

For the year ended 31 December 2014

Notes Amount in Taka
2014 2013

17,940,400,226 (13,209,890,027)
Deposit from other banks  2,313,615,558 (14,548,580,443)
Deposit from customers 14,138,601,822  2,751,007,717 
Other liabilities on account of customers  -  - 
Other liabilities  1,488,182,846  1,412,317,301
Net cash flows from operating activities  1,166,174,661  (725,346,503)

B) Cash flows from investing activities
Sale proceeds of fixed assets  -  - 
Dividend received  16,343,389  8,542,266 
Purchase/sale of property, plant and equipment  (321,917,942)  (6,953,533)
Purchase/sale of shares  8,776,039  (10,890,337)
Purchase/sale of bond (1,025,000,000)  (157,500,000)
Other investment activities  -  - 
Net cash flows from investing activities (1,321,798,514)  (166,801,604)

C) Cash flows from financing activities
Receipts from Issue of loan capital and debt securities  3,000,000,000  - 
Paid for repayment of loan and debt securities  -  - 
Received by issue of right share  -  - 
Dividend paid  (527,969,073)  (427,752,721)
Net cash flows from financing activities  2,472,030,927  (427,752,721)

Net increase/(decrease) of cash & cash equivalent (A+B+C)  2,316,407,074 (1,319,900,828)

 -  - 
Cash and cash equivalent at the beginning of the year 11,320,235,900 12,640,136,728 
Cash and cash equivalent at the end of the year 16.A(1) 13,636,642,974 11,320,235,900 

The annexed notes form an integral part of these financial statements.

Managing Director and CEO

This is the Consolidated Balance sheet referred to in our separate report of even date

Director Director Chairman

A. Qasem & Co.
Chartered Accountants

Dated: Dhaka
April 22, 2015

Khan Wahab Shafique Rahman & Co.
Chartered Accountants
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1.0	 Legal Status & Nature of the Bank

Mercantile Bank Limited (“the Bank”) was 
incorporated in Bangladesh as a Public Company, 
Limited by shares under the Companies Act 1994 on 
20 May 1999 and subsequently obtained Banking 
operation license from Bangladesh Bank under 
the Bank Companies Act 1991 and commenced its 
commercial operation on 02 June 1999. The Bank 
went for public issue of shares in the year 2003 and 
its shares are listed with Dhaka Stock Exchange 
(DSE) and Chittagong Stock Exchange (CSE). 
Presently the Bank has 100 Branches and two 
subsidiary companies. 

1.1 Principle Activities

The principal activities of the Bank are to provide all 
kind of commercial banking activities encompass a 
wide range of services including accepting deposits, 
making loans, discounting bills, conducting money 
transfer and foreign exchange transactions 
and performing other related services such as 
safe keeping, collections, issuing guarantees, 
acceptances and letters of credit to the customers 
through the branches in Bangladesh. 

1.2 Off-shore Banking Unit (OBU)

The Bank obtained the Off-shore Banking Unit 
permission vide letter no. BRPD (P-3)744(114)/2010-
1743, dated 04 May 2010. The Off-shore Banking 
Unit commenced its commercial operation on 20 
March 2011. Presently the bank has 3 (three) units 
in operation in Bangladesh. The Off-shore Banking 
Unit is governed under the rules and guidelines of 
Bangladesh Bank. The principal activities of the 
Units are to provide all kinds of commercial banking 
services to its customers in foreign currencies 
approved by the Bangladesh Bank. Separate 
Financial Statements of Off-shore Banking Unit has 
been drawn up in Annexure-G.  

1.3 Mobile Banking Operation

The Bank obtained the permission for conducting the 
mobile banking operation under reference letter # 
DCMPS/PSD/37(D)/2011-753, dated 02 November 
2011of Bangladesh Bank. The Bank started its test-
run in November 2012. The main activities of the 
mobile banking services are to serve the customers 
through Mobile Phone within the applicable rules & 
regulations and guidelines of Bangladesh Bank.

1.4 Information about Subsidiaries

1.4.1 Mercantile Bank Securities Limited

In line with Bangladesh Bank directives, Mercantile 
Bank Securities Limited (MBSL), a subsidiary 
company of Mercantile Bank Limited has been 
formed on 27 June 2010 to deal with stock dealing 
and brokering. MBSL has started its commercial 
operation on 14 September 2011 through obtaining 
stock dealer & broker license from the Bangladesh 
Securities and Exchange Commission (BSEC). 
The main operation of the subsidiary is to buy and 
sale securities as well as extend margin loan to the 
customers against their margin for investment in 
the listed companies. The required margin level is 
monitored daily and margin loan is provided as per 
established guidelines. Financial Statements of the 
Company are shown in Annexure-H.

1.4.2 Mercantile Exchange House (UK) Limited

Mercantile Exchange House (UK) Limited was 
incorporated as private limited company with 
Companies of England and Wales under registration 
no. 07456837 on 01 December 2010. The company 
is a wholly owned subsidiary company of Mercantile 
Bank Limited incorporated in Bangladesh, which 
is also the ultimate holding company. Earlier on 
17 June 2010, Mercantile Bank Limited got the 
permission from Bangladesh Bank for opening a 
fully owned subsidiary in UK. Mercantile Exchange 
House (UK) Limited obtained Money Laundering 
registration on 21 February 2011 issued by HM 
Customs and Excise.

The company got registration from Financial 
Services Authority (FSA) on 7 October 2010 as Small 
Payment Institution to carry out business under 
Payment Services Regulations 2009. The company 
started its commercial operation in London, UK on 
20 September 2012. Financial Statements of the 
company are shown in Annexure-I.

2.0 Basis of Preparation of Financial Statements 
& Other Significant Accounting Policies 

Mercantile Bank Limited
Notes to the consolidated financial statements

As at & for the year ended 31 December 2014

Name Principle activities Country of incorporation Controlling 
interest

Mercantile Bank Securities Limited Trading securities Bangladesh 92.31%
Mercantile Exchange House (UK) Limited Financial services UK 100%
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2.1 Basis of Accounting

2.1.1 Statement of Compliance

The Financial statements of the Bank and its 
subsidiaries are prepared in accordance with 
International Accounting Standards (IAS) & 
International Financial Reporting Standars (IFRS) 
adopted by the Institute of Chartered Accountants 
of Bangladesh (ICAB) Bangladesh Accounting 
Standards (BASs) & Bangladesh Financial 
Reporting Standards (BFRSs).

The financial statements have been prepared 
on a going concern basis under historical cost 
convention, except for certain investments which 
are stated at fair/market value and freehold land 
which are measured at revalued amount, in 
accordance with first schedule of Bank Companies 
Act of 1991 as amended on 25 June 2003 section 38 
(4), Bangladesh Bank Circulars, Bangladesh Financial 
Reporting Standards (BFRSs), the Companies Act 
1994, the Bangladesh Securities and Exchange Rules 
1987, DSE & CSE listing regulations and other laws 
and rules applicable in Bangladesh.

2.1.2 Basis of Consolidation

The consolidated financial statements include the 
financial statements of Mercantile Bank Limited, its Off-
shore Banking Units and its subsidiaries, Mercantile 
Bank Securities Limited and Mercantile Bank Exchange 
House (UK) Limited, made up to the end of the financial 
year. The consolidated financial statements have been 
prepared in accordance with BAS 27 “Consolidated 
and Separate Financial Statements”. The consolidated 
financial statements are prepared to a common 
financial year ending 31 December 2014.

The conversion policy of subsidiary companies and 
Off-shore Banking Units are given below.

Transactions eliminated on consolidation

All intra-group transactions, balances, income and 
expenses are eliminated on consolidation. Profit and 
loss resulting from transactions between groups is 
also eliminated on consolidation.

2.1.3 Cash Flow Statement
Information about the cash flows of an entity is useful 
in providing users of financial statements with a basis 
to assess the ability of the entity to generate cash and 
cash equivalents and the needs of the entity to utilize 
those cash flows. The cash flow statement has been 
prepared in accordance with the BAS 7 “Statement of 
Cash Flows” under direct method as recommended in 
the BRPD Circular# 14, dated 25 June 2003 issued 
by the Banking Regulation & Policy Department of 
Bangladesh Bank.

2.1.4 Liquidity Statement

The liquidity statement of assets and liabilities has 
been prepared in accordance with the residual 
maturity grouping as on 31 December 2014 under 
the guidelines of BRPD Circular# 14 dated 25 June 
2003 as per the following basis:

a.	 Balance with other Banks and financial institutions, 
money at call and short notice etc. are on the basis 
of their maturity term;

b.	 Investments are on the basis of their respective 
maturity;

c.	 Loans and advances/ investments are on the basis 
of their repayment schedules;

d.	 Fixed assets are on the basis of their useful lives;
e.	 Other assets are on the basis of their realizations/ 

amortizations;
f.		 Borrowing from other banks, financial institutions 

and agents etc. are as per their maturities/ 
repayment terms;

g.	 Provisions and other liabilities are on the basis of 
their payments/ adjustments schedule;

h.	 Deposits and other accounts are on the basis of 
their maturity term and past trend of withdrawal by 
the depositors.

2.1.5 Use of Estimates & Judgments

The preparation of financial statements requires 
management to make judgments, estimates and 
assumptions that affect the reported amount 
of assets, liabilities, income, expenses, the 

Particulars Price Mercantile Bank Exchange 
House (UK) Off-shore Banking Units

For Assets & Liabilities Closing Price £1 = BDT 124.0252 USD 1= BDT 77.80

For Income & Expenses  Closing Price £1= BDT 124.0252 USD 1= BDT 77.80
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accompanying disclosures & the disclosure of 
contingent liabilities. Actual result may differ 
from these estimates. Uncertainty about these 
assumptions & estimates could result in outcomes 
that require a material adjustment to the carrying 
amount of assets or liabilities affected in future 
periods. 

In the process of applying the accounting policies, 
management has made various judgments, 
estimates & assumptions. These estimates and 
underlying assumptions are reviewed on an ongoing 
basis by the management of the Bank. And any 
revision to accounting estimates are recognized 
in the period in which the estimates are revised. 
Existing circumstances and assumptions about 
future developments, however, may change due to 
market changes or circumstances arising that are 
beyond the control of the Bank. Such changes are 
reflected in the assumptions when they occur.

2.1.6 Foreign Currencies Transaction

i) Functional & Presentational Currency

Items included in the financial statements of 
subsidiary are measured using the currency of the 
primary economic environment in which the entity 
operates (Functional Currency). The consolidated 
financial statements are presented in BDT which is 
the group’s presentation currency.

ii) Foreign Currency translation

Transactions in foreign currencies are converted into 
equivalent BDT applying the ruling rate at the date 
of such transactions. Foreign currencies balances 
held in US dollar are converted into BDT at weighted 
average rate of interbank market as determined 
by Bangladesh Bank on the closing date of every 
month. Balance held in foreign currency other than 
US dollar are converted into equivalent US dollar at 
buying rates of New York closing of the previous day 
and converted into BDT equivalent.

Foreign currencies are translated into BDT at 
the following rates: 

USD 1= BDT 77.80, GBP 1= BDT 124.0252, EURO 
1= BDT 87.7117 and JYEN 1= BDT 0.6597 as on 31 
December 2014.

Other foreign currency related transactions have 
been converted by using the rate of exchange 
prevailing on the dates of such transactions.

iii) Commitments

Commitments for outstanding forwarded foreign 
exchange contracts disclosed in these financial 
statements are translated at contracted rates. 
Contingent commitments for letter of credits 
and letter of guarantees denominated in foreign 
currencies are expressed in BDT terms at the rate 
of exchange ruling on the balance sheet date.

iv) Translation gains or losses

The resulting exchange transactions gains or losses 
are included in the profit or loss account, except 
those arising on the translation of net investment in 
foreign subsidiary.

2.1.7 Reporting Period

These financial statements cover period from 01 
January 2014 to 31 December 2014.

2.1.8 Offsetting

No asset or liability has been offset or reduced by 
any other asset unless a legal right of set-off exists 
and the offsetting represents the expectation as to 
the realization or settlement of the asset or liability. 

2.2 Assets & Basis of their Valuation

2.2.1 Cash & Cash Equivalents

Cash and cash equivalents include notes and coins 
in hand, unrestricted balances held with Bangladesh 
Bank and highly liquid financial assets which are 
subject to insignificant risk of changes in their fair 
value and are used by the Bank for its short term 
commitments.

2.2.2 Loans & Advances

a.	 Loans and advances are stated in the balance sheet 
on gross basis.

b.	 Interest is calculated on a daily product basis but 
charged and accounted for on accrual basis. Interest 
on classified loans and advances is kept in suspense 
account as per Bangladesh Bank instructions and 
such interest is not accounted for as income until 
realized from borrowers. Interest is not charged on 
bad and loss loans as per guidelines of Bangladesh 
Bank. Records of such interest amounts are kept in 
separate accounts.
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c.	 Commission and discounts on bills purchased and 
discounted are recognized at the time of realization.

d.	 Provision for loans and advances is made on the 
basis of period-end review by the management 
following instructions contained in Bangladesh Bank  
BRPD Circular no. 14 dated 23 September 2012.The 
classification rates are given below:

For Unclassified Loans and Advances

For Classified Loans and Advances

e. 	 Loans and advances are written off to the extent that 
(i) there is no realistic prospect of recovery, (ii) and 
against which legal cases are pending as per guidelines 
of Bangladesh Bank. These write off, however, will 
not undermine/affect the claim amount against the 
borrower. Detailed memorandum records for all such 
write off accounts are meticulously maintained and 
followed up.

2.2.3 Investments
All investment in securities is initially recognized 
at cost, being fair value of the consideration given, 
including acquisition charges associated with the 
investment. Premiums are amortized and discounts 
accredited, using the effective yield method is taken to 
discount income as per BAS 32 “Financial Instruments: 
Presentations” and BAS 39 “Financial Instruments: 
Recognition and Measurements”. Details of investment 
in shares/securities are given in annexure- G. The 
valuation methods of investments include:

Held To Maturity (HTM)

HTM consist the Government approved securities 
in the mode of Treasury Bond & Bills which are 
classified as per Bangladesh Bank DOS Circular# 
5, dated 26 May 2008. These securities bear fixed 

coupon payments and are revalued annually on 
amortized cost method as directed by Bangladesh 
Bank. The change in revaluation of the securities 
is reflected in the Changes in Equity Statement. 
Please see annexure-D.

Held For Trading (HFT)

Investments classified in this category are acquired 
principally for the purpose of selling or repurchasing 
in short-trading or if designated as such by the 
management. After initial recognition, investments 

are measured at fair value and any change in the fair 
value is recognized in the statement of income for 
the period in which it arises. These investments are 
subsequently measured at present value as per the 
Bangladesh Bank Guideline. Investments in securities 
have been revalued as mark-to-market as at 31 
December 2014 and have been shown in the equity. 
Please see annexure-D.

Investment in Listed Securities

These securities are bought and held primarily 
for the purpose of selling them in future or held 
for dividend income. These are reported at cost. 
Unrealized gains or losses are not recognized in the 
profit and loss account.

Investment in Unquoted Securities

Investment in unlisted securities is reported at cost 
under cost method. Adjustment is given for any 
shortage of book value over cost for determining the 
carrying amount of investment in unlisted securities.

Particulars Rate
Small and Medium Enterprise (SME)                0.25%
All unclassified loans (other than loans under Consumer financing,  Loan to Brokerage House, 
Merchant Banking, Stock dealers’ etc. and Special Mention account)	  1%

Unclassified loans against Housing and Professionals to set up business under Consumer Financing 2%
Unclassified loans to Brokerage House, Merchant Banking, Stock dealers’ etc. 	 2%
Margin Loan Account 2%
Unclassified loans against other Consumer Financing 5%

Outstanding amount of loans kept in the ‘Special Mention Account’ after netting off the amount of 
Interest Suspense.   0.25% -5%

Particulars Rate

Specific Provision on substandard loans and advances 20%

Specific Provision on doubtful loans and advances 50%

Specific Provision on bad/loss loans and advances 100%
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All investments are stated as per following basis:

Investments in Subsidiary
The Bank recognizes investment in subsidiaries 
under cost method in the Group financial 
statements in accordance with BAS 28 “Investment 
in Associates”. The investments in subsidiaries are 
reviewed impairment test regularly to recognize 
investment at cost.

Offsetting Financial Instruments

Financial assets and financial liabilities are offset 
and the net amount reported in the balance sheet 
when there is a legally enforceable right to offset 
the recognized amounts and there is an intention to 
settle on a net basis or realize the asset and settle 
the liability simultaneously as per BFRS 7 “Financial 
Instruments: Disclosures”. 

2.2.4 Property, Plant & Equipment (Fixed Assets)

a)	 All fixed assets are stated at cost less accumulated 
depreciation as per BAS 16 “Property, Plant and 
Equipment”. The cost of acquisition of an asset 
comprises its purchase price and any directly 
attributable cost of bringing the asset to its working 
condition for its intended use inclusive of inward 
freight, duties and non-refundable taxes.

b)	 The bank recognizes the carrying amount of an item 
of property, plant and equipment the cost of replacing 
part of such an item when that cost is incurred if it is 
probable that the future economic benefit embodied 
with the item will flow to the company and the cost 
of the item can be measured reliably. Expenditure 
incurred after the assets have been put into operation, 
such as repairs and maintenance is normally charged 
off as revenue expenditure in the period in which it is 
incurred.

c)	 Depreciation is charged on property, plant and 
equipment at the following rates on reducing balance 
method from the date of acquisition whereas 
depreciation of vehicles and building have been 
calculated on the basis of straight line method.

d)	 Depreciation on assets addition during the period is 
charged from the month of addition. Whole month 
depreciation charged for the month of addition.

e)	 On the month of disposal of fixed assets no 
depreciation is charged. The cost and accumulated 
depreciation of disposed assets are eliminated from 
the fixed assets schedule and gain or loss on such 
disposal is reflected in the income statement.

f)	 Capital Work-in-Progress is stated at cost. These 
are expenses of a capital nature directly incurred in 

Category of Assets Rate

Land and Land Development	 Nil

Building	 2.5%

Furniture and Fixtures 10%

Office Equipment 20%

Vehicles 20%

Books 20%

Investment Class Initial  
Recognition

Measurement after initial 
recognition Recording of changes

Govt. T-Bond (HTM) Cost Amortized Cost Increase or decrease in value of 
equity

Govt. T-Bill (HFT) Cost Fair Value Loss to P&L, gain to revaluation through 
B/S

Govt. T-Bond (HFT) Cost Fair Value Do

Share (Quoted) Cost At cost or market price whichever 
is lower at balance sheet date

Loss to P&L but no unrealized gain 
booking

Share (Un-Quoted) Cost Cost None

Prize bond Cost Cost None
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the construction of building, system development, 
awaiting capitalization.

g)	 Borrowing costs that are directly attributable to the 
acquisition, construction or production of qualifying 
assets have been capitalized as part of the cost of 
the assets.

h)	 Useful life and method of depreciation of fixed assets 
are reviewed periodically. If useful lives of assets do 
not differ significantly as it was previously estimated, 
Bank management does not consider revaluing its 
assets by the meantime.

2.2.5 Intangible Assets

Intangible asset is an identifiable non-monetary asset 
without physical substance. An intangible asset is 
recognized if it is probable that the future economic 
benefits that are attributable to the assets will flow to 
the entity and the cost of the asset can be measured 
reliably in accordance with BAS 38 “Intangible Assets”.

Subsequent expenditure on intangible asset is 
capitalized only when it increases the future economic 
benefits embodied in the specific assets to which it 
relates. All other expenditure is expensed as incurred.

2.2.6 Assets Revaluation Reserve

The Bank has revalued assets in 2011 by an 
independent valuation firm as per BAS 16 “Property, 
Plant & Equipment” by the approval of Board of 
Directors of the Bank. And the revaluation amount 
is eligible up to 50% for the supplementary capital 
(Tier-II) as per BRPD circular# 10, dated 24 
November 2002.

2.2.7 Impairment of Assets

As per BAS 36 “Impairment of Assets” an asset 
is impaired when its carrying amount exceeds its 
recoverable amount. The Bank assesses at the end 
of each reporting year whether there is any indication 
that an asset may be impaired and/ or whenever 
events or charges in circumstances indicate that the 
carrying value of the assets may not be recovered. 
If any such indication exists, the Bank makes an 
estimate of the recoverable amount of the assets. 
The carrying amount of the asset is reduced to its 
recoverable amount, if the recoverable amount is less 
than its carrying amount and impairment losses are 
recognized in the profit and loss account. However, 
impairment of financial assets is guided by the relevant 
Bangladesh Bank circular/ instructions and BAS 39 
“Financial Instruments: Recognition & Measurement”.

2.2.8 Non-Convertible Subordinated Bond

The Bank has issued 7 (Seven) years term 
subordinated bond during the year 2014 for BDT 
3,000,000,000 to raise subordinated debt as part of 
the Tier-II Regulatory Capital following “Guideline 
of Risk Capital Adequacy” of Bangladesh Bank 
circular# BRPD (BIC) 661/14B (P)/ 2014 dated 15 
April 2014.

 2.2.9 Other Assets

Other assets of the Bank include all balance sheet 
items which are not covered specifically in other 
areas of the supervisory activity and such items may 
be insignificant in terms of overall financial condition 
of the Bank. Please see annexure-I for maturity 
analysis.

2.2.10 Lease

Leases are classified as finance lease whenever the 
terms of the lease transfer substantiality all the risks and 
rewards of ownership to the lessee. All other leases are 
classified as operating leases as per BAS 17 “Leases”.

The Bank as leasor: 

Amount due from leases under finance leases are 
recorded as receivables at the amount of the bank’s 
net investment in the leases. Finance Leases income 
is allotted to accounting periods so as to reflect a 
constant periodic rate to return on the Bank’s net 
investment outstanding in respect of the leases as 
per BAS 17 “Leases”.

The Bank as lessee: 

Assets held under finance leases are recognized 
as assets of Bank at the fair value at the date of 
acquisition or if lower, at the present value of the 
minimum lease payments. The corresponding 
liability to the lessor is included in the Balance Sheet 
as a Finance Lessee Obligation. Lease payments 
are apportioned between finance charges and 
reduction of the lease obligation so as to achieve a 
constant rate of interest on the remaining balance 
of the liability. Finance charges are charged directly 
against income as per BAS 17 “Leases”.

2.2.11 Receivables

The Bank recognizes receivables when there is a 
contractual right to receive cash or in form of another 
financial asset from another entity.
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2.2.12 Non- Banking Assets

There are no assets acquired in exchange for loan 
in the financial statements of the Bank.

2.2.13 Reconciliation of Inter- bank & Inter- branch 
Account

Accounts with regard to inter-bank (in Bangladesh 
and outside Bangladesh) are reconciled regularly 
and there are no material differences, which 
may affect the financial statements significantly. 
Un-reconciled entries/ balances in inter-branch 
transactions as on the reporting date are not 
material.

2.3 Revenue Recognition

2.3.1 Interest Income

According to the BAS 18 “Revenue”, the interest 
income is recognized on an accrual basis. Interest 
from loans and advances ceases to be accrued when 
they are classified as non-performing. It is then kept 
in interest suspense in a memorandum account. 
Interest on classified advances is accounted for on 
a cash receipt basis.

2.3.2 Investment Income

Interest income on investments is recognized on 
accrual basis using effective interest rate as per 
BAS 18 “Revenue”. Capital gain on investments 
in shares is recognized as income and credited to 
investment income in the profit and loss statement 
as per BAS 39 “Financial Instruments: Recognition 
and Measurements”. Capital Gain is recognized 
when it is realized.

2.3.3 Fees & Commission Income

Fees and Commission income arises on services 
provided by the Bank are recognized on a cash 
receipt basis. Commission charged to customers on 
letters of credit and letters of guarantee is credited 
to income at the time of effecting the transactions in 
accordance with BAS 18 “Revenue”. 

2.3.4 Dividend Income on Shares

Dividend income on shares is recognized during the 
period in which it is declared and right to receive is 
established as per BAS 18 “Revenue”. 

2.3.5 Interest Paid & Other Expenses

In terms of the provisions of BAS 1 “Presentation of 
Financial Statements” interest and other expenses 
are recognized on accrual basis.

2.3.6 Dividend Payments

Final dividend is recognized when the shareholders 
approve it and right to receive of dividend is 
established to the shareholder.

2.4 Share Capital

Ordinary shares are classified as capital/ 
shareholders’ equity which has no contractual 
obligation to transfer cash or in terms of other 
financial assets.

2.5 Statutory Reserve

Bank Companies Act 1991 requires the Bank to 
transfer 20% of its current period’s profit before tax 
to reserve until such reserve equals to its paid up 
capital. Accordingly Bank has transferred requisite 
portion of current period’s profit to the statutory 
reserve account.

2.6 Non Controlling Interest

Non controlling interest is the equity in a subsidiary 
not attributable, directly or indirectly, to a parent. 
Non controlling interest belongs to other investors & 
their interest is reported on the consolidated balance 
sheet of the parent company to reflect the claim on 
that subsidiary’s assets. And their share of profit 
in the subsidiary is presented on the consolidated 
income statement as a non controlling interest.

2.7 Deposits & Other Accounts

Deposits by customers & banks are recognized 
when the bank enters into contractual arrangement 
with counterparties to repay the amount. The 
amount is initially measured by the Bank at the 
consideration received.

2.8 Borrowings from Other Banks, Financial 
Institutions & Agents

Borrowings include call deposits, Bangladesh 
Bank refinance, other banks borrowings, off-shore 
banking unit. The amounts are recognized at the 
repayable amount. An interest expense on this 
amount is charge to the profit or loss account.

2.9 Basis for Valuation of Liabilities & Provisions

2.9.1 Current Tax

Provision for current income tax has been made as 
prescribed in the Finance Act 2014 on the accounting 
profit made by the Bank after considering some 
of the add backs to income and disallowances of 
expenditure as per income tax laws in compliance 
with BAS 12 “ Income Taxes”.
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2.9.2 Deferred Tax

Deferred tax is provided using the liability method, 
providing for temporary differences between the 
carrying amounts of assets and liabilities for financial 
reporting purposes and the tax base of assets and 
liabilities, which is the amount attributed to those 
assets and liabilities for tax purposes. Deferred tax 
assets and liabilities are recognized for the future 
tax consequences of timing differences arising 
between the carrying value of assets, liabilities, 
income and expenditures and their respective 
tax basis. Deferred tax assets and liabilities are 
measured using tax rate and tax laws that have 
been enact or substantially enacted at the balance 
sheet date. The impact on the account of changes in 
the deferred tax assets and liabilities has also been 
recognized in the profit and loss account as per BAS 
12 “Income Taxes”. 

 2.9.3 Provision for Contingent Assets & Liabilities

A provision is recognized in the balance sheet when 
the Bank has a legal or constructive obligation as a 
result of a past event and it is probable that an outflow 
of economic benefit will be required to settle the 
obligations, in accordance with the BAS 37 “Provisions, 
Contingent Liabilities and Contingent Assets”.

2.9.4 Off- Balance Sheet Items & Provisions

Off-balance sheet items have been disclosed under 
contingent liabilities and other commitments as 
per Bangladesh Bank guidelines. As per BRPD 
Circular# 10, dated 18 September 2007, Banks 
are required to maintain provision @1% against 
off-balance sheet exposures (L/C and Guarantee) 
effective from December 2008.

2.9.5 Provisions for Nostro Accounts

As per instruction contained in the circular letter No. 
FEPD (FEMO)/ 01/ 2005-677, dated 13 September 
2005 issued by Foreign Exchange Policy Department 
of Bangladesh Bank, Bank is not required to make 
provision regarding the un-reconciled debit balance 
of nostro account as on the reporting date in these 
financials.

2.9.6 Benefits to the Employees

The retirement benefits accrued for the employees 
of the Bank as on reporting date have been 
accounted for in accordance with the provisions of 
BAS 19 “Employee Benefit”. Bases of enumerating 
the retirement benefit schemes operated by the 
Bank are outlined below:

Provident Fund

Provident fund benefits are given to the permanent 
employees’ of the Bank in accordance with Bank’s 
service rules. Accordingly, a trust deed and provident 
fund rules were prepared. The Commissioner of 
Income Tax, Taxes Zone -3, Dhaka has approved 
the Provident Fund as a recognized provident fund 
within the meaning of section 2(52), read with the 
provisions of part - B of the First Schedule of Income 
Tax Ordinance 1984. 

The recognition took effect from 02 June 1999. The 
Fund is operated by a Board of Trustees consisting 
of six members (03 members from the management 
side and other 03 members from the Board of 
Directors including Managing Director) of the Bank. 
All confirmed employees of the Bank are continuing 
their contribution @10% of their basic salary as 
subscription to the Fund. The Bank also similarly 
contributes equal amount of the employees’ 
contribution. Interest earned from the investments 
is credited to the members’ account on yearly basis.

Gratuity Fund

The Bank has started providing Gratuity fund, which 
was approved by the National Board of Revenue on 
05 October 2006. The Fund is operated by a Board 
of Trustees consisting of 7 (seven) members of 
whom 03 members are from the Board of Directors 
including Managing Director of the Bank. 

Welfare Fund

Mercantile Bank Limited Employees’ Welfare 
Fund is subscribed by monthly contribution of the 
employees. The Bank also contributes to the Fund 
from time to time. The Fund has been established to 
provide coverage in the event of accidental death or 
permanent disabilities, a portion of retirement benefit 
& stipend to the employees’ children. Disbursement 
from the fund is done as per prescribed rules of 
employees’ Welfare Fund.

Incentive Bonus

Mercantile Bank Limited started a scheme under 
the name and style “Incentive Bonus” for imperative 
motivation to all the employees work under the 
Bank. The criterion of payment of Incentive bonus 
does not exceed 10% of disclosed net profit of the 
Bank as per section 30(j) of Income Tax Ordinance 
1984. This Bonus amount is distributed amongst the 
employees on annual basis based on their individual 
job performance.



187 annual report 2014

www.mblbd.com

2.10 Risk Management

The risk of Mercantile Bank Limited is defined as 
the possibility of losses, financial or otherwise. The 
risk management of the Bank covers core risk areas 
of banking viz. credit risk, liquidity risk, market risk 
that includes foreign exchange risk, interest rate 
risk, equity risk, operational risk and reputation 
risk arising from money laundering incidences. 
The prime objective of the risk management is 
that the Bank evaluates and takes well calculative 
business risks and thereby safeguarding the Bank’s 
capital, its financial resources and profitability from 
various business risks through its own measures 
and through implementing Bangladesh Bank’s 
guidelines and following some of the best practices 
as under:

2.10.1 Credit Risk

Credit risk arises mainly from lending, trade finance, 
leasing and treasury businesses. This can be 
described as potential loss arising from the failure 
of a counter party to perform as per contractual 
agreement with the Bank. The failure may result from 
unwillingness of the counter party or decline in his/ 
her financial condition. Therefore, the Bank’s credit 
risk management activities have been designed to 
address all these issues. 

The Bank has segregated duties of the officers/ 
executives involved in credit related activities. 
A separate Corporate Division has been formed 
at Head Office, which is entrusted with the duties 
of maintaining effective relationship with the 
customers, marketing of credit products, exploring 
new business opportunities, etc. Moreover, credit 
approval; administration, monitoring and recovery 
functions have been segregated. 

For this purpose, three separate units have been 
formed within the credit division. These are (a) Credit 
Risk Management Unit (b) Credit Administration 
Unit and (c) Credit Monitoring and Recovery Unit. 
Credit Risk Management Unit is entrusted with the 
duties of maintaining asset quality, assessing risk in 
lending to a particular customer, sanctioning credit, 
formulating policy/ strategy for lending operation, 
etc. Adequate provision has been made on classified 
loans.

A thorough assessment is done before sanction 
of any credit facility at Credit Risk Management 
Unit. The risk assessment includes borrower risk 

analysis, financial analysis, industry analysis, 
historical performance of the customer, security of 
the proposed credit facility, etc. The assessment 
process starts at Corporate Division by the 
Relationship Manager/ Officer and ends at Credit 
Risk Management Unit when it is approved/ declined 
by the competent authority. Credit approval authority 
has been delegated to the individual executives. 
Proposals beyond their delegation are approved/ 
declined by the Executive Committee and/ or the 
Management of the Bank.

In determining Single borrower/ large loan limit, the 
instructions of Bangladesh Bank are strictly followed. 
Internal audit is conducted at periodical intervals 
to ensure compliance of Bank’s and Regulatory 
policies. Loans are classified as per Bangladesh 
Bank’s guidelines.

2.10.2 Liquidity Risk/ Assets Liability Management

The objective of liquidity risk management is to 
ensure that all foreseeable funding commitments 
and deposit withdrawals can be met when due. 
To this end, the Bank is maintaining a diversified 
and stable funding base comprising of core retail 
and corporate deposits and institutional balance. 
Management of liquidity and funding is carried out 
by Treasury Department under approved policy 
guidelines. Treasury front office is supported by 
a very structured Mid Office and Back Office. 
Asset Liability Committee (ALCO) monitors the 
Liquidity Management on a regular basis. A written 
contingency plan is in place to manage crisis 
situation.

2.10.3 Market Risk

Market risk is the possibility of loss arising from 
changes in the value of a financial instrument 
as a result of changes in market variables such 
as interest rates, exchange rates, equity and 
commodity prices.

Foreign Exchange Risk

Foreign exchange risk is defined as the potential 
change in earnings due to change in market prices. 
The foreign exchange risk of the Bank is minimal as 
all the transactions are carried out on behalf of the 
customers against underlying L/C commitments and 
other remittance requirements. No foreign exchange 
dealing on Bank’s account was conducted during 
the half year.



188annual report 2014

Treasury Department independently conducts 
the transactions and the back office of treasury is 
responsible for verification of the deals and passing 
of their entries in the books of account. All foreign 
exchange transactions are revalued at Mark-to-
Market rate as determined by Bangladesh Bank at 
the month-end. All Nostro accounts are reconciled 
on a monthly basis and the management for its 
settlement reviews outstanding entry beyond 30 
days. The position maintained by the bank at the 
end of day was within the stipulated limit prescribed 
by the Bangladesh Bank.

Interest Rate Risk

Interest rate risk may arise either from trading 
portfolio and non-trading portfolio. The trading 
portfolio of the Bank consists of Government 
Treasury Bills and Treasury Bonds with maturity 
varied from 1 to 20 years. The short-term movement 
in interest rate is negligible or nil. Interest rate risk 
of non-trading business arises from mismatches 
between the future yield of an asset and its funding 
cost. Asset Liability Committee (ALCO) monitors the 
interest rate movement on a regular basis.

2.10.4 Operational Risk
Operational risk is the risk of loss resulting 
from inadequate or failed internal processes, 
people and systems or from external events. 
Operational risks in the Bank are managed 
through a comprehensive and well-articulated 
internal control framework. Material losses 
are regularly analyzed by cause and actions 
are taken to improve system and controls to 
prevent recurrence in the future.

Bank has restructured Internal Control and 
Compliance Division (ICC) headed by a senior 
level executive in light of Core Risk guidelines of 
Bangladesh Bank. As a tool of Internal Control, 
the Audit and inspection teams undertake 
periodic and special audit and inspection on the 
branches and departments/ divisions of Head 
Office in order to sort out the weaknesses and 
defects in the control process and report to the 
management for taking corrective measures to 
protect the interests of the Bank. 

The Compliance & Monitoring Units ensure timely 
and proper compliance of all regulatory instructions 
and internal policies and procedures in the day-to-
day operation of the Bank by way of using various 

control tools. They assess the operational risk and 
take appropriate measures to mitigate the same for 
smooth operation of the Bank. ICC Division reports 
serious non-compliances detected by internal 
and external auditors with up-to-date compliance 
position i.e. large financial risk exposures, control 
weaknesses etc. to the Audit Committee of the 
Board for review and taking appropriate measures. 
The ICC division also ensures the clear definition 
of organizational structure, appropriate assignment, 
accountability and delegation of authorities to 
functional management to create control and 
compliance culture within organization with 
the active guidance and supervision of senior 
management and Board of Directors. 

2.10.5 Reputation Risk Arising from Money Laundering 
Incidences

Money laundering risk is defined as the loss of 
reputation and expenses incurred as penalty for 
being negligent in prevention of money laundering. 
For mitigating the risks, the Bank has a designated 
Chief Compliance Officer at Head Office and 
Compliance Officers at branches, who independently 
review the transactions of the accounts to verify 
suspicious transactions. Manuals for prevention 
of money laundering have been established and 
transaction profile has been introduced. Training is 
continuously given to all the category of Officers and 
Executives for developing awareness and skill for 
identifying suspicious activities/ transactions.

2.10.6 Internal Control & Compliance Risk
To ensure the integrity of liquidity risk management 
process, Bank has adequate internal controls. 
These are an integral part of the Bank’s overall 
system of internal control. An effective system of 
internal control for liquidity risk includes:

•	 a strong control environment;
•	 an adequate process for identifying and 			 

evaluating liquidity risk;
•	 the establishment of control activities such as 

policies and procedures;
•	 adequate information systems; and
•	 continual review of adherence to established 

policies and procedures.
Our all aspects of the internal control system are 
effective, including those aspects that are not 
directly part of the risk management process. The 
system is evaluated and reviewed regularly by the 
Management.
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Audit Committee

The Audit Committee constituted by the Board of 
Directors of the Bank consisting following three 
members: 

During the year ended 31 December 2014, the Audit 
Committee of the Board of Directors conducted 11 
(Eleven) meetings in which among other things the 
following issues were discussed/ evaluated/ reviewed and 
provided guidelines and necessary instructions:

•	 Reviewed the Bank’s financial statements - Balance 
Sheet, Profit & Loss Account, Cash Flow Statement, 
Statement of Changes in Equity, Liquidity Statement 
and related Explanatory Notes.

•	 Approval of Risk Based Audit Plan.

•	 Reviewed the performance of Mercantile Bank 
Securities Limited.

•	 Reviewed the Bank’s quarterly/half-yearly Un-
Audited financial statements.

•	 Reviewed Compliance on observations, 
recommendations and decisions of the Audit 
Committee Meetings.

•	 Reviewed the Comprehensive Inspection Reports 
on different branches of the Bank conducted by the 
Team of ICCD from time to time.

Internal Audit

The Bank’s compliance risk management system is 
subject to implementation by the senior management 
and a qualified compliance officer/ staff and reviewed 
by an effective and comprehensive internal audit 
function.

Compliance risk included in the risk assessment 
methodology of the internal audit function and 
an audit program that covers the adequacy 
and effectiveness of the Bank’s compliance 
function established, including testing of controls 
commensurate with the perceived level of risk. 

This principle implies that the compliance function 
and the internal audit function separate to ensure 
that the activities of the compliance function are 
subject to independent review. However, the audit 
function keep the head of compliance informed of 
any audit findings related to compliance.

2.10.7 Fraud and Forgeries

Fraud Detection and Management Process: 
Internal Audit (IA) team conducts surprise audit 
on all branches and departments/ divisions of the 

Head Office at least one in a year. While auditing 
branches and offices, the IA team thoroughly 
checks the operational activities of the branches/ 
offices including transactions in various accounts 
and search for any irregularities occurred in 
those accounts. IA team also monitors the 
staff accounts and if necessary investigate the 
suspicious transactions and report the same to the 
management. IA team also conducts investigation 
into specific allegations and submits report to the 
management for action. Senior management of the 
Bank also conduct regular visit to branches and 
advise the branch officials to comply with all the 
regulatory instructions, policies and procedures of 
the Bank. Proper financial impact has been given 
in the books of accounts of the Bank as well as 
appropriate action has been taken for any financial 
irregularities due to fraud or forgery.

2.10.8 Information Technology Risk

Financial information is mostly depends on strong, 
reliable & secured technology for smooth banking 
operation & other services provided by the Banks to 
the stakeholders. The Bank has IT policy to maintain 
sound IT system to minimize risk.

Information System Audit

Systems audit is a part of the overall audit process, 
which is one of the facilitators for good corporate 
governance. IT audit is basically “the process of 
collecting and evaluating evidence to determine 
whether a computer system (information system) 
safeguards assets, maintains data integrity, achieves 
organizational goals effectively and consumes 
resources efficiently.”To comply the ICT Guideline 
of Bangladesh Bank and to ensure the smooth 
operation of business, an independent “IT Audit & 
Security” department has been formed in May 2007. 
The main aim of the department is to identify the 
inherent risks and vulnerabilities associated with the 
use of IT operated banking system PC Bank 2000, 
other duties are to implement controls to mitigate the 
risks and provide recommendations for improvement 
in controls for reducing risks. Internal IT Audit 
provides an objective means of reviewing the risks 
faced by the Bank in relation to use of Information 
Technology and assesses whether they are being 
controlled/ mitigated in an effective and efficient 

Name Designation Educational qualification

Dr. Mahmood Osman Imam, FCMA Chairman M. Com., MBA, FCMA, PhD

Mohd. Selim Member Graduate

Md. Shahabuddin Alam Member M. Com
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manner; provides an assessment of the Bank’s IT 
control against ‘Guideline on ICT for Scheduled 
Banks by Bangladesh Bank’. Internal Control and 
Compliance contains self-monitoring mechanisms, 
and actions are taken to correct deficiencies as they 
are identified. Even with effective internal control, no 
matter how well designed, has inherent limitations 
including the possibility of the circumvention or 
overriding of controls and therefore can provide 
only reasonable assurance with respect to financial 
statement preparation. Further, because of changes 
in conditions, internal control effectiveness may vary 
over time. MBL has taken all-out efforts to mitigate all 
sorts of risk as per guidelines issued by Bangladesh 
Bank. As a part of robust risk management process, 
the Bank has formulated a comprehensive Credit 
Risk Management Policy to address credit risk. 

2.11 Earnings per Share

The company calculates Earnings per Share (EPS) 
in accordance with BAS 33 “Earnings per Share” 
which has been shown on the face of the Profit 
and Loss account and the computation of EPS is 
elaborated in Note-32.

Basic Earnings per Share

Basic earnings per share have been calculated 
in accordance with BAS 33 “Earnings per Share” 
which has been shown on the face of the profit and 
loss account. This has been calculated by dividing 
the basic earnings by the weighted average number 

of ordinary shares outstanding during the period.

Diluted Earnings per Share

No diluted earnings per share is calculated as there 
is no scope for dilution during the year.

2.12 Directors’ responsibility on financial statements

The Board of Directors’ responsibility is the 
preparation & presentation of financial statements.

2.13 Memorandum items

Memorandum items are maintained to have 
control over all items of importance and for such 
transactions where the Bank has only a business 
responsibility and no legal commitment. Stock of 
travelers’ cheque, savings certificates, wage earners 
bonds and other fall under the memorandum items.

2.14 Compliance report on Bangladesh Accounting 
Standards (BASs) and Bangladesh Financial 
Reporting Standards (BFRSs)

The Institute of Chartered Accountants of 
Bangladesh (ICAB) is the sole authority for adoption 
of Bangladesh Accounting Standards (BASs) and 
Bangladesh Financial Reporting Standards (BFRSs). 
While preparing the financial statements, Mercantile 

Name of the BAS BAS No Status
Presentation of Financial Statements 1 Applied
Inventories 2 Applied
Statement of Cash Flows 7 Applied
Accounting Policies, Changes in Accounting Estimates & Errors 8 Applied
Events after the Reporting Period 10 Applied
Construction Contracts 11 N/A
Income Taxes 12 Applied
Property, Plant & Equipment 16 Applied
Leases 17 Applied
Revenue 18 Applied
Employee Benefits 19 Applied
Accounting for Government Grants & Disclosure of Government Assistance 20 N/A
The Effects of Changes in Foreign Exchange Rates 21 Applied
Borrowing Costs 23 Applied
Related Party Disclosures 24 Applied
Accounting & Reporting by Retirement Benefit Plans 26 Applied
Consolidated & Separate Financial Statements 27 Applied
Investments in Associates 28 N/A
Interests in Joint Ventures 31 N/A
Financial Instruments: Presentation 32 Applied
Earnings per Share 33 Applied
Interim Financial Reporting 34 Applied
Impairment of Assets 36 Applied
Provisions, Contingent Liabilities & Contingent Assets 37 Applied
Intangible Assets 38 Applied
Financial Instruments: Recognition & Measurement 39 Applied
Investment Property 40 Applied
Agriculture 41 N/A
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Bank Limited applied most of BASs and BFRSs as 
adopted by the ICAB. Details are given below:

2.15 Approval of financial statements

The Board of Directors’ approved the financial 
statements on April 22, 2015

2.16 Component of Financial Statements

As per BAS 1 “Presentation of Financial Statements” 
and as recommended in the BRPD Circular# 
14, dated 25 June 2003 issued by the Banking 
Regulation and Policy Department of Bangladesh 
Bank the Financial Statement includes;

a)	 Balance Sheet (Statement of Financial 
Position);

b)	 	Profit & Loss account (Statement of Profit 
or Loss & Other Comprehensive Income);

c)	 	Statement of Changes in Equity;

d)	 	Statement of Cash Flows;

e)	 Liquidity Statement; and 

f)	 Significant Accounting Policies and 
Explanatory Notes to the Financial 
Statements.

2.17 Rating

Credit Rating and Information Services Limited 
(CRISL) on the basis of Financial Statements as 
rated Mercantile Bank Limited. The summary of 
their ratings is given below:

CRISL

CRISL rated the Mercantile Bank Limited to 
“AA-” (Pronounced as Double A Minus) in the 

long term. The above gradation has been done 
in consideration with its financial viability and 
consequent improvement in asset quality, capital 
adequacy, stable source of fund, diversified 
product lines etc. Financial institutions rated in this 
category are adjudged the financial institution that is 
subservient to have high safety to timely repayment 
of financial obligations. It means Bank rated in the 
category is adjudged to be of high quality, offer 
higher safety and have high credit quality. This level 
of rating indicate a corporate entity a sound credit 
profile and without significant problems. Risks are 
modest and may vary slightly from time to time 
because of economic conditions. CRISL rated the 
Mercantile Bank Limited to ST-2 in the short term. 
This rate shows High Grade of the Bank it indicates 
high certainty of timely payment. Liquidity factors 
are strong and supported by good fundamental 
protection factors. Risk factors are very small. The 
long-term rating is valid for only one year and short-
term rating is for six months. 

2.18 General

a)	 Wherever considered necessary, previous period’s figures 
have been rearranged for the   purpose of comparison;

b)	 Figures appearing in the Financial Statements have 
been rounded off to the nearest Taka;

c)	 The expenses, irrespective of capital or revenue 
nature, accrued/ due but not paid have been provided 
for in the books of the Bank.

Name of the BFRS BFRS No Status

First- time Adoption 1 N/A

Share- based Payment 2 N/A

Business Combinations 3 N/A

Insurance Contracts 4 N/A

Non- current Assets Held for Sale & Discontinued Operations 5 N/A

Exploration for & Evaluation of Mineral Resources 6 N/A

Financial Instruments: Disclosures 7 N/A

Operating Segments 8 Applied

Consolidated Financial Statements 10 Applied

Joint Arrangement 11 N/A

Disclosure of Interest in Other Entities 12 N/A

Fair Value Measurement 13 N/A



192annual report 2014

Amount in Taka
2014 2013

3 Cash
3.1 Cash in hand

In local currency  1,406,436,619  1,508,129,127 
In foreign currency  24,028,713  43,772,203 

 1,430,465,332  1,551,901,330 
3.2 Balance with Bangladesh Bank & its agent bank(s) (including foreign currency)

Bangladesh Bank
In local currency  9,317,981,805  7,619,900,061 
In foreign currencies  1,974,182,363  1,080,127,971 

11,292,164,168  8,700,028,032 
Agent banks(s)
Sonali Bank Limited. - Local Currency  171,634,863  150,485,104 

11,463,799,031  8,850,513,136 
12,894,264,363 10,402,414,466 

3.3 Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR)

Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR) have been  maintained on the basis of total time and 
demand liabilities and in accordance with the Section 33 of the Bank Companies Act, 1991 and clause (1) of Article 36 
of Bangladesh Bank order,1972 (as amended up to 2003), DOS Circular# 01 Dated 19 January 2014  and MPD Circular 
# 01 dated 23 June 2014. The Statutory Liquidity Ratio (SLR) and Cash Reserve Ratio (CRR) calculated on the Bank’s 
total demand and time liabilities and maintained on a fortnight average basis. CRR 6.5% maintained with the Bangladesh 
Bank’s current account and and SLR 13% is to be maintained in the form of securities which include Treasury Bills, 
Government Treasury Bonds, Bangladesh Bank Bills and Other Securities approved by the Bangladesh Bank, such as, 
T&T Bonds and also balance held with Sonali Bank Limited., cash in hand and vault, balance of FC clearing account 
maintained  with Bangladesh Bank. Both the reserves are maintained by the Bank in excess of the statutory requirements, 
as shown below:

a) Cash Reserve Ratio (CRR): 6.5% of average demand and time liabilities:

Required Reserve  8,944,600,000  6,707,989,000 
Actual reserve held with Bangladesh Bank (Note-3.2)  9,317,981,805  7,619,900,061 
Surplus  373,381,805  911,911,061 

b) Statutory Liquidity Ratio (SLR): 13% of average demand and time liabilities:

Required reserve 17,889,200,000 16,465,064,000
Actual reserve held  (Note-3.5) 31,523,871,938 31,106,578,807 
Surplus 13,634,671,938 14,641,514,807

3.4 Maturity grouping of cash

Maturity-wise groupings (inside and outside Bangladesh)
Payable on demand 12,894,264,363 10,402,414,466 
Up to 1(one) month  -  - 
Over 1(one) month but not more than 3 (three) months  -  - 
Over 3 (three) months but not more than 1 (one) year  -  - 
Over 1 (one) year but not more than 5 (five) years  -  - 
Over 5 (five) years  -  - 

12,894,264,363 10,402,414,466 
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Amount in Taka
2014 2013

3.5 Held for Statutory Liquidity Ratio

Cash in hand (Note-3.1)  1,430,465,332  1,551,901,330 
Balance with Bangladesh Bank and its agent bank(s) (Note-3.3a)  373,381,805  911,911,061 
Government securities (Note-6.2a)  2,384,342,176  - 
Government bonds (Note-6.2b) 27,335,682,625 28,642,766,416 

31,523,871,938 31,106,578,807 

3(a) Consolidated Cash
Cash in hand (Including foreign currencies)
Mercantile Bank Limited  1,430,465,332  1,551,901,330 
Mercantile Bank  Securities Limited  45,567  48,066 
Mercantile Exchange House (UK) Limited  -  - 

 1,430,510,899  1,551,949,396 
Balance with Bangladesh Bank and its agent bank. (Including foreign currencies)

Mercantile Bank Limited  11,463,799,031  8,850,513,136 
Mercantile Bank Securities Limited  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 11,463,799,031  8,850,513,136 
 12,894,309,930  10,402,462,532 

4. Balance with other banks and financial institutions
4.1 In Bangladesh

Current accounts
Sonali Bank Limited.  16,119,225  37,714,172 
Agrani Bank Limited.  98,837,538  15,677,977 
           114,956,763  53,392,149 
Short-notice deposits accounts
National Bank Limited.  3,639,300  42,136,479 
Trust Bank Limited.  12,255,208  1,097,885 
Arab Bangladesh Bank Limited.  35,400  36,577 
Janata Bank Limited.  55,673,719  5,673,719 
Standard Bank Limited.  1,000,000  1,000,000 
Eastern Bank Limited.  -  21,571 
Mercantile Bank Sec. Limited.  42,770  4,943 
Pubali Bank Limited.  1,805  49,835 
Rupali Bank Limited.  11,771  11,770 
Standard Chartered Bank  7,386,979  1,386,570 
Modhumoti  BanK Limited.  951,541  - 
NRB  Bank Limited.  556,170  - 
Al Arafa Islami BanK Limited.  2,500,000  2,000,000 
NRB Commercial Bank Limited  1,067,954  - 
United Commercial  Bank Limited.  366,158  366,388 
Bangladesh Commerce Bank Limited  100,996,225  996,225 
Brac Bank Limited  2,395,262  200,197,163 
Southeast Bank Limited. 221,563 221,775

 189,101,825  255,200,900 
Off-shore Banking Unit  32,802,060  1,602,866 

 336,860,648  310,195,915 
Financial institutions

Phonix Leasing  -  100,000,000 
Prime Financial investment Limited./ MBL  34,323  5,056 
IIDFC Finance Limited.  20,000,000  20,000,000 

 20,034,323  120,005,056 
Sub-Total  356,894,971  430,200,971 
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Amount in Taka
2014 2013

4.2 Outside Bangladesh (Nostro accounts)

Standard Chartered Bank, New York  52,470,916  43,345 
Mashreq Bank, New York  112,456,996  27,550,870 
HSBC, New York  227,157  14,321 
Wachovia Bank, New York  30,218,809  376,505,067 
Commerzbank, Frankfurt  165,273  2,219,323 
Standard Chartered Bank ,London  26,200,311  21,260,859 
The Bank of Tokyo Mitsubishi Limited., Tokyo  7,977  5,879,169 
Arab Bangladesh Bank Limited., Mumbai  7,215  30,189 
Commerzbank, Frankfurt  8,285  96,456 
Standard Chartered Bank, Frankfurt  95  1,645,741 
Unicredito Italiano, Milan  17,790,495  1,736,008 
Hatton National Bank, Colombo  268,083  17,195 
Bank of Bhutan, Phuentsholing  5,364,016  43 
United Bank of India, Kolkata  758  1,658,936 
Sonali Bank, Kolkata  43,340  4,743 
Nepal BD Bank Limited., Kathmandu  28,004  261 
Standard Chartered Bank, Mumbai  515,377  397,424 
HSBC, Mumbai  -  4,132 
HSBC, Karachi, Pakistan  1,218  1,215 
ICICI, Mumbai  1,451,956  156 
Habib Bank AG Zurich  -  1,510,944 
Mashreq Bank, Mumbai  2,007,036  36,273 
Habib American Bank  49,334,410  39,530,444 
JP Morgan Chase Bank Canada  -  1,510,047 
JP Morgan Chase Bank NY  64,137,525  22,067 
Habib Metropolitan Bank  8,902,664  31,259 
Habib Allied Bank UK  1,949,520  1,281,165 
ICICI Bank Limited. Hongkong  2,987,044  - 
Sonali Bank, UK($)  8,864,390  4,592,817 
Sonali Bank, UK(EURO)  74,770  39,994 
Sub-Total  385,483,640  487,620,463 
Total  742,378,611  917,821,434 

4.3 Maturity-wise groupings (inside and outside Bangladesh)

Payable on demand  336,860,648  310,195,915 
Up to 1 (one) month  -  - 
Over 1 (one) month but not more than 3 (three) months  385,483,640  487,620,463 
Over 3 (three) months but not more than 1 (one) year  20,034,323  120,005,056 
Over 1 (one) year but not more than 5 (five) years  -  - 
Over 5 (five) years  -  - 

 742,378,611  917,821,434 

4(a) Consolidated Balance with Other Banks and Financial Institutions
In Bangladesh
Mercantile Bank Limited.  356,894,971  430,200,971 
Mercantile Bank Securities Limited.  72,378,180  9,371,744 
Mercantile Exchange House (UK) Limited  -  - 

 429,273,151  439,572,715 
Inter Company Transaction  (60,442,534)  (5,445,585)

 368,830,617  434,127,130 

Outside Bangladesh (Nostro Accounts)
Mercantile Bank Limited.  385,483,640  487,620,463 
Mercantile Exchange House (UK) Limited  210,471  17,247 

 385,694,111  487,637,710 
 754,524,728  921,764,840 
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5. Money at call and short notice
Financial institutions  -  - 

 -  - 
5(a) Consolidated money at call and short notice 

Mercantile Bank Limited.  -  - 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 -  - 

6. Investments
Government securities (Note- 6.1) 29,720,024,802 28,642,766,416 
Other investments (Note- 6.5)  2,464,060,288  1,447,836,333 

32,184,085,090 30,090,602,749 

6.1 Investment classified as per Bangladesh Bank circular:
Held for trading (HFT)  7,567,672,542  6,466,462,766 
Held to maturity (HTM) 21,143,379,263 22,040,536,106 
Other securities  1,008,972,997  135,767,544 

29,720,024,802 28,642,766,416 

6.2 Investment classified as per nature:
a)  Government securities:

30 days BB Bills  -  - 
91 days Treasury Bills  912,501,675  - 
182 days Treasury Bills  1,034,478,331  - 
364 days Treasury Bills  437,362,170  - 

 2,384,342,176  - 

b)  Government bonds:
2 Years Treasury Bond  385,368,802  - 
5 Years Treasury Bond  7,192,558,131 10,305,179,056 
10 Years Treasury Bond 12,383,393,532  11,379,127,148 
15 Years Treasury Bond  4,291,285,132  4,027,256,917 
20 Years Treasury Bond  3,080,116,718  2,927,243,795 
Prize Bonds  2,960,310  3,959,500 

27,335,682,625 28,642,766,416 
Total (a+b) 29,720,024,801 28,642,766,416 
Other investments (Note- 6.5)  2,464,060,288  1,447,836,333 

32,184,085,089 30,090,602,749 
Note:- Value of securities for the year 2014 are also adjusted with the values determined by  mark-to-market method.

6.3 Maturity grouping of Government bonds :
Payable on demand  2,960,310  3,959,500 
Up to 1 (one) month  127,600,000  180,126,263 
Over 1 (one) month but not more than 3 (three) months  1,125,159,494  100,239,254 
Over 3 (three) months but not more than 1 (one) year  3,337,073,863  907,977,982 
Over 1 (one) year but not more than 5 (five) years  8,224,343,155  11,612,221,330 
Over 5 (five) years 16,902,887,980 15,838,242,087 

29,720,024,802 28,642,766,416 
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6.4 Types of Government securities

A.   Held to Maturity (HTM) securities
 5 Years Treasury Bond  6,751,557,818  7,460,011,954 
10 Years Treasury Bond  9,680,259,757  9,868,951,470 
15 Years Treasury Bond  3,019,047,758  3,019,049,942 
20 Years Treasury Bond  1,692,513,930  1,692,522,740 

21,143,379,263 22,040,536,106 
B.  Held for Trading (HFT) securities

91 days BB Bills  475,659,203  - 
182 days Treasury Bills  1,034,478,331  - 
364 days Treasury Bills  -  - 
2 Years Treasury Bond  385,368,802  - 
5 Years Treasury Bond  441,000,313  2,845,167,102 
10 Years Treasury Bond  2,703,133,775  1,510,175,679 
15 Years Treasury Bond  1,272,237,374  1,008,206,974 
20 Years Treasury Bond  1,255,794,744  1,102,913,011 

 7,567,672,542  6,466,462,766 
C.  Other Securities

Encumbered Treasury Bond (lien with Bangladesh Bank)  1,006,012,687  131,808,044 
Prize Bonds  2,960,310  3,959,500 

 1,008,972,997  135,767,544 
Total (A+B+C)) 29,720,024,802 28,642,766,416 

6.5 Other Investments

A.  Investment in shares
a) Unquoted
Central Depository Bangladesh Limited.  5,138,890  5,138,890 
SWIFT  1,575,829  1,575,829 
Mercantile Bank Securities Limited.  600,000,000  600,000,000 
Mercantile Exchange House UK Limited,  124  130 
Market Stabilization Fund Asset Management Co. Limited.  2,000,000  2,000,000 
ITCL  10,000,000  10,000,000 

 618,714,843  618,714,849 
b)  Quoted

Al-Arafah Islami Bank Limited  2,074,410  2,074,410 
Aftab Auto mobiles  10,238,073  - 
Atlas Bangladesh  -  858,517 
Bank Asia Limited.  10,029,928  10,029,927 
BEDL  2,414,961  1,803,385 
Beximco Limited  30,947,879  30,947,879 
Beximco Pharmaceuticals Limited  -  152,745 
BSRM Steels Limited,  -  2,006,506 
Eastern Bank Limited.  5,164,616  5,164,616 
Eastland Insurance  1,852,762  - 
Fu- Wang Food Limited.  -  849,544 
GPH Ispat Limited.  2,013,220  2,013,220 
Grameen Phone Limited.  -  8,042,301 
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IDLC Finance Limited.  136,887,000  136,887,000 
IFIC Bank Limited.  1,019,348  814,533 
Islami Bank Bangladesh Limited.  -  7,246,486 
Keya Cosmetics  -  565,230 
Khulna Power Company Limited  2,518,396  2,518,396 
Lanka Bangla Finance Limited.  23,501,702  23,501,702 
MBL 1st Mutual Fund  200,000,000  200,000,000 
MI Cement Limited  16,449,020  11,991,423 
MJL Bangladesh  3,609,852  3,609,852 
National Bank Limited.  5,729,116  5,729,116 
Navana CNG  3,488,726  3,488,726 
NCCBL Mutual Fund  2,837  1,500,486 
Olympic Limited.  -  2,530,169 
One Bank Limited.  1,251,988  - 
Prime Finance & Investment Limited.  8,517,764  8,517,764 
Pubali Bank Limited.  -  1,330,400 
R N Spinning Mills  -  291,700 
RAK Ceramics Limited.  12,980,620  12,980,620 
Rupali Insurance  643,166  543,317 
Saiham Cotton  1,457,001  - 
Salam  1,546,662  - 
Social Islami Bank Limited.  3,868,613  3,868,613 
Southeast Bank Limited.  -  1,520,180 
Square Pharmaceuticals Limited.  12,872,395  15,351,537 
Summit Power Company Limited.  86,999,885  86,999,885 
The City Bank Limited  3,880,736  3,880,736 
Titas Gas  4,706,629  4,706,629 
Unique Hotel  993,426  489,638 
United Air.  -  2,213,519 
Uttara Bank Limited.  1,792,193  1,792,193 
Zahen Textiles Limited.  892,521  308,584 

 600,345,445  609,121,484 

Market price of quoted shares  1,391,859,481  1,059,324,045 
Gain/(Loss) arises 791,514,036  450,202,561 
Gain/(Loss) has been determined on consolidated basis
B.  Bonds

FSIBL Mudaraba Subordinated Bond  180,000,000  180,000,000 
N B L Subordinated Bond  32,000,000  40,000,000 
The City Bank Subordinated Bond  783,000,000  - 
Southeast Bank Subordinated Bond  250,000,000  - 

 1,245,000,000  220,000,000 
 2,464,060,288  1,447,836,333 

6.6 (i) Disclosures regarding outstanding Repo

Counterparty name  Agreement 
date Reversal date

"Amount
(1st leg cash

consideration)

Bangladesh Bank 30-Dec-14 1-Jan-15  779,960,000 
Sonali Bank Limited. 30-Dec-14 1-Jan-15  495,662,349 
Basic Bank Limited. 30-Dec-14 1-Jan-15  2,294,453,962 

Total  3,570,076,311 

(ii) Disclosures regarding outstanding Reverse Repo as on 31 December 2014:

Counterparty name Agreement date Reversal date
Amount  

(1st leg cash 
consideration)

Nil

(iii) Disclosure regarding overall transaction of Repo and Reverse Repo

Counterparty name Minimum outstanding
during the year

 Maximum  
 outstanding  

 Daily average 
 outstanding 

Security sold under Repo
I) with Bangladesh Bank 56,810,000  2,882,495,000  418,630,406 
ii) with other Banks & FIs 307,934,578  8,000,017,815  1,221,469,089 
Security purchased under Reverse Repo
I) From Bangladesh Bank 150,000,000  2,800,000,000  602,173,913 
ii) From other Banks & FIs 209,713,770  4,402,427,121  237,146,211 
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6(a) Consolidated Investment
Investment - Government Securities
Mercantile Bank Limited. 29,720,024,802 28,642,766,416 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

29,720,024,802 28,642,766,416 
Other Investments
Mercantile Bank Limited.  2,464,060,288  1,447,836,333 
Mercantile Bank Securities Limited.  830,000,000  830,000,000 
Mercantile Exchange House (UK) Limited  -  - 

 3,294,060,288  2,277,836,333 
Inter company transaction  (600,000,124)  (600,000,130)

 2,694,060,164  1,677,836,203 
32,414,084,966 30,320,602,619 

7. Loans and Advances
Loans, Cash Credit and Overdraft etc. (Note A)  109,991,936,542 91,190,588,891 
Bills Purchased and Discounted (Note B)  7,068,088,827  6,497,912,702 

 117,060,025,369 97,688,501,593 

A.  Loans, Cash Credit and Overdraft, etc. 
Loan General  2,061,098,109  2,011,632,950 
Term Loan 24,952,406,551 20,706,350,220 
Time Loan 14,607,403,491 13,740,551,155 
Small and Medium Enterprise(SME) Loan  9,068,661,336  7,893,733,187 
Consumers Finance  996,710,990  956,914,450 
Loan Against Trust Receipt (LTR)  5,335,609,554  5,115,645,883 
Home Loan  7,285,674  8,727,911 
Packing Credit  1,155,569,379  1,191,707,985 
House Building Loan  2,914,634,283  2,785,877,673 
Lease Finance  1,000,610,151  1,038,822,802 
Hire Purchase  6,800,612,477  5,373,804,234 
EDF Loan  4,538,788,455  2,485,934,232 
Payment Against Documents (PAD)  464,817,362  376,060,374 
Cash Credit (Hypo)  11,361,289,800  7,332,873,097 
Overdraft 21,665,487,513 16,636,840,782 
Personal Loan  324,266,820  358,302,195 
Consumers Credit Schemes  23,025,433  25,897,522 
Other Credit Schemes  11,875,829  13,698,239 
Staff Loan  651,824,752  618,125,986 
Credit Card  264,158,776  301,180,283 
Agricultural Credit  1,785,799,807  2,217,907,731 

 109,991,936,542 91,190,588,891 

B.  Bills Purchased and Discounted

Payable in Bangladesh  5,217,722,800  4,906,212,415 
Payable outside Bangladesh  1,850,366,027  1,591,700,287 

 7,068,088,827  6,497,912,702 

7.1 Net loans, advances and leases/ investment

Gross performing loans, advances and leases/ investment (Note-7) 117,060,025,369 97,688,501,593 

Non-performing loans, advances and leases/ investment (Note-7.13(x)) (4,831,630,604) (4,659,752,881)
Provision for loans, advances and leases/ investment (Note-12.5.1) (4,952,667,020) (3,420,050,356)

(9,784,297,624) (8,079,803,237)
107,275,727,745 89,608,698,356 
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7.2 Residual maturity grouping of loans, advances and leases/ Investments
including bill purchased and discounted
Up to 1 (one) month 32,203,307,383 21,291,098,415 
Over 1 (one) month but not more than 3 (three) months 15,292,940,647  9,791,345,809 
Over 3 (three) months but not more than 1 (one) year 33,094,914,177 32,629,418,737 
Over 1 (one) year but not more than 5 (five) years 24,456,399,845 24,329,528,903 
Over 5 (five) years 12,012,463,317  9,647,109,729 

117,060,025,369 97,688,501,593 

7.3 Loans and advances (broad categories)

In Bangladesh 117,060,025,369 97,688,501,593 
Loans and advances 75,964,549,078 66,181,952,210 
Leases/investments  1,000,610,151  1,038,822,802 
Cash credits  11,361,289,800  7,332,873,097 
Bill Purchased and discounted  7,068,088,827  6,498,032,702 
Overdraft 21,665,487,513 16,636,820,782 
Outside Bangladesh  -  - 
Total 117,060,025,369 97,688,501,593 

7.3.1 Residual maturity grouping of loans and advances

Up to 1(one) month 17,485,550,877 13,872,817,902 
Over 1(one) month but not more than 3 (three) months  8,965,898,208  6,295,197,674 
Over 3 (three) months but not more than 1 (one) year  14,130,408,657  15,794,374,215 
Over 1 (one) year but not more than 5 (five) years 23,545,813,149 20,986,659,121 
Over 5 (five) years  11,836,878,187  9,232,883,298 

 75,964,549,078  66,181,932,210 

7.3.2 Residual maturity grouping of leases / investments

Lease rental receivable within 1 year  41,540,482  392,588,570 
Above 1 year but within 5 years  783,853,117  834,835,400 
Above 5 years  216,868,991  208,527,500 
Total lease rental receivable  1,042,262,590  1,435,951,470 
Unearned interest receivable  (41,652,439)  (397,068,668)

 1,000,610,151  1,038,882,802 

7.3.3 Residual maturity grouping of cash credit

Up to 1 (one) month  2,119,891,610  1,803,056,003 
Over 1 (one) month but not more than 3 (three) months  1,765,927,839  813,377,399 
Over 3 (three) months but not more than 1 (one) year  7,421,120,818  4,716,439,695 
Over 1 (one) year but not more than 5 (five) years  54,349,533  - 
Over 5 (five) years  -  - 

 11,361,289,800  7,332,873,097 

7.3.4 Residual maturity grouping of bill purchased and discounted
Up to 1 (one) month  4,011,310,068  3,040,659,058 
Over 1 (one) month but not more than 3 (three) months  2,110,224,402  2,705,943,047 
Over 3 (three) months but not more than 1 (one) year  946,554,357  751,430,597 
Over 1 (one) year but not more than 5 (five) years  -  - 
Over 5 (five) years  -  - 

 7,068,088,827  6,498,032,702 
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7.3.5 Residual maturity grouping of overdraft
Up to 1 (one) month  8,896,550,478  2,905,163,036 
Over 1 (one) month but not more than 3 (three) months  2,450,102,209  1,852,837,101 
Over 3 (three) months but not more than 1 (one) year 10,247,973,139  11,878,840,645 
Over 1 (one) year but not more than 5 (five) years  70,861,687  - 
Over 5 (five) years  -  - 

21,665,487,513 16,636,840,782 
7.4 Significant Concentration of Credit

Advances to Directors and Others  -  - 
Advances to Managing Director and Chief Executive  -  - 
Advances to customers 39,631,300,617 37,699,375,607 
Industry-wise 76,776,900,000 59,371,000,000 
Staff loan  651,824,752  618,125,986 

117,060,025,369 97,688,501,593 
7.5 Geographical location-wise break-up

Urban
Dhaka  80,654,783,112 64,683,903,262 
Chittagong 21,663,697,942 19,977,610,717 
Rajshahi  6,808,695,365  5,566,751,415 
Sylhet  726,287,084  644,368,115 
Khulna  879,872,511  724,981,078 
Rangpur  1,698,632,142  1,112,453,862 
Barisal  755,866,078  813,742,271 

113,187,834,234 93,523,810,720 
Rural
Dhaka  1,335,412,862  2,366,962,716 
Chittagong  1,662,563,360  1,158,150,937 
Rajshahi  674,898,698  444,799,887 
Rangpur  162,728,837  21,676,749 
Sylhet  36,587,378  173,100,584 

 3,872,191,135  4,164,690,873 
117,060,025,369 97,688,501,593 

7.6 Sector wise break-up of Loans
Garments 16,599,226,931 12,437,028,002 
Trading  9,508,604,643  9,007,868,757 
Engineering (Iron & Steel, Electrical Equipment etc.) 15,585,994,698 13,140,267,927 
Contractor finance  806,786,124  833,424,285 
Leasing company  2,180,835,016  1,415,300,000 
Housing  5,910,441,527  5,040,613,115 
Food, food product, beverage, edible oil etc.  7,363,596,198  9,435,641,209 
Pharmaceuticals  1,824,450,213  1,040,742,255 
Tele-communication  461,058,085  516,764,977 
Transport  3,054,881,038  2,367,382,760 
Leather & leather products  1,138,512,110  483,439,818 
Jute industries  1,637,552,519  1,427,930,287 
Textile  4,158,021,714  4,816,324,274 
Information technology  188,755,470  407,741,692 
Hospital & medical services  2,219,593,624  1,908,796,281 
Paper, paper production & publications  2,473,347,517  2,307,033,485 
Plastic & plastic materials  1,811,061,948  1,089,262,516 
Storage  630,110,621  622,691,875 
Glass & glass product  3,538,653  4,181,711 
Agriculture  1,785,799,807  2,217,907,731 
SME Loan  9,068,661,336  7,913,613,057 
Credit Card  264,725,776  301,180,283 
Consumer Loan  1,480,896,923  1,708,559,467 
Loans to Brokerage House  4,878,988,250  4,508,533,483 
Others 22,024,584,628 12,736,272,346 
Total 117,060,025,369 97,688,501,593 
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7.7 Loan and advances allowed to each customer exceeding 10% of Bank’s total capital

Total loans and advances 25,698,100,000 24,808,097,000
No. of customers 22 29
Classified amount thereon nil nil
Measures taken for recovery nil nil

The amount represents the sum of total loan allowed to each customer exceeding @ 10% of Capital Fund.

7.8 Details of large loans and advances
Number of clients with outstanding amount exceeding 10% of total capital of the Bank. Total capital fund of the Bank was 
BDT 1,752.88 crore as at 30 September 2014.

(Figures in Lac)

Name of Clients Out standing Total (BDT) BranchFunded (BDT)  Non-funded (BDT) 
Azmat Group 5,695.90  6,194.30  11,890.20 Main
Hasan Flour Mill 188.55  9,230.93  9,419.48 Main
Natural Group 1,865.18  8,235.80  10,100.98 Main
Jamuna Group 20,917.21  12,997.24  33,914.45 Main
United Group 182.28  15,677.81  15,860.09 Main
Bashundhara Group 14,189.12  6,347.64  20,536.76 Main
Pioneer Group 3,743.39  6,504.39  10,247.78 Main
Creative Group 10,756.38  4,621.75  15,378.13 Main
Mercantile Bank Securities Limited.  48,789.88  -    48,789.88 Main
Interstoff Group 9,698.78  10,687.71  20,386.49 Dhanmondi
Abul Khair Group 17,691.61  27,110.18  44,801.79 Agrabad
T.K. Group  4,600.47  9,964.02  14,564.49 Agrabad
Sanmar Hotels  22,108.48  447.36  22,555.84 Agrabad
BSRM Group 6,087.02  11,721.75  17,808.77 Jubille Road
Starlight Group 10,665.42  37,797.42  48,462.84 Mohakhali
Nitol Motors 11,597.31  535.29  12,132.60 Mohakhali
Rising Group 7,653.50  8,977.56  16,631.06 Banani
KDS Group  6,447.79  4,682.35  11,130.14 Khatungonj
S. Alam Group 17,036.79  24,025.97  41,062.76 Khatungonj
Deshbandhu Group 12,304.82  19,648.54  31,953.36 Motijheel
Jamuna Industrial Agro.  16,502.21  103.22  16,605.43 Rajshahi
Sheema Group 8,259.09  9,232.10 17,491.19 O R Niziam Road

256,981.18  234,743.33  491,724.51 

7.9 Loans & advances classified as per Bangladesh Bank circular Amount in Taka
2014 2013

Unclassified 112,228,394,765 93,028,748,712 
Sub-standard  217,364,090  243,720,973 
Doubtful  755,868,745  228,602,848 
Bad Loss  3,858,397,769  4,187,429,060 

117,060,025,369 97,688,501,593 

Details of loans and advances as follows:  (Figure in Thousand) 

Status of loans and advances
Year

2014 2013
Mix % Outstanding

amount (BDT) Mix % Outstanding
amount (BDT)

Unclassified loans and advances:
Unclassified (including staff loan) 94.90%  111,094,387 94.21% 92,030,363
Special Mention Account 0.97%  1,134,008 1.02% 998,385
Total unclassified loans and advances: 95.87%  112,228,395 95.23%  93,028,748 
Classified loans and advances:
Sub-standard 0.19%  217,364 0.25%  243,721 
Doubtful 0.65%  755,869 0.23%  228,603 
Bad/loss 3.30%  3,858,398 4.29%  4,187,429 
Total classified loans and advances: 4.13%  4,831,631 4.77%  4,659,753 
Total loans and advances: 100%  117,060,025 100%  97,688,501 
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7.9.1 Base for provision
SMA  1,134,008,499  907,822,780 
Base for provision
Sub-standard  126,994,143  88,341,988 
Doubtful  307,579,118  141,331,185 
Bad Loss  2,225,994,191  2,307,612,926 

 2,660,567,452  2,537,286,099 
7.10 Nature wise loans & advances 

Continuous 33,903,740,903 25,479,580,406 
Demand Loan 40,291,534,045 35,766,080,653 
Term Loans up to 5 ( five) years 40,427,125,862 35,805,123,489 
Term Loans above 5 (five) years  1,785,799,807  19,591,059 
Term Loans above 5 (five) years - Staff Loan  651,824,752  618,125,986 

117,060,025,369 97,688,501,593 
7.11 Provision for loans and advances

General provision (including SMA)  2,544,774,222  995,000,000 
Specific provision (classified loans and advances)
Sub-standard  25,398,829  20,000,000 
Doubtful  153,789,000  75,000,000 
Bad/ Loss  2,225,994,191  2,330,050,356 
Total  4,949,956,242  3,420,050,356 
Required provision for loans and advances  4,949,956,242  3,360,970,623 
Total provision maintained (Note-12.5.1)  4,952,667,020  3,420,050,356 
Excess/(short) provision 2,710,778  59,079,733 

Provision for loans and advances:  (Figure in Thousand) 

Status of loans and advances Outstanding
Amount (BDT)

 Base for  
 Provision 

 Provision 
% 

 Provision 
 Amount (BDT) 

Unclassified loans and advances:
Unclassified ( SMEF)  7,595,746  7,595,746 0.25%  18,989 
Unclassified (other credit)  94,296,076  94,296,076 1%  2,305,200 
Unclassified ( HF, LP & BH/MBS/SDS against share)  5,815,834  5,815,834 2%  116,317 
Unclassified (other than HF, LP & short term agri. Loan)  955,821  955,821 5%  47,791 
Agri Loan  1,779,084  1,779,084 2.5%  44,477 
Unclassified ( staff loan)  651,825  651,825 0%  - 
Special Mention Account  1,134,008  1,134,008 0.25% -5%  12,000 
Total unclassified loans and advances :  112,228,394 112,228,394  2,544,774 
Classified loans and advances :
Sub - standard 217,364  126,994 20%  25,399 
Doubtful 755,869  307,579 50%  153,789 
Bad/ loss 3,858,398  2,225,994 100%  2,225,994 
Total classified loans and advances :  4,831,631  2,660,567  2,405,182 
Total loans and advances :  117,060,025 114,888,961  4,949,956 

7.12 Provision for off-balance sheet exposures

Particulars of off-balance sheet exposures Base 
for provision

Rate 1%
Amount (BDT)

 Provision 
Amount (BDT)

Acceptances and endorsements less margin 20,279,437,342  202,794,372 
Letter of guarantee less margin  7,508,920,077  75,089,201 
Letter of credit less margin 24,344,028,198  243,440,282 
Bills for collection  6,168,104,039  61,681,040 
Other contingent liabilities(BLW)  2,498,091,318  -   
Required provision on off-balance sheet exposures 58,300,489,656  583,004,896  583,004,896 
Total Provision maintained  (583,004,896)
Excess/(short) provision -
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7.13 Particulars of loans and advances

i) Loans considered good in respect of which  the Bank Company is fully secured 110,200,578,975 91,055,810,322 

ii) Loans considered good for which the Bank holds no other Security than the debtors 
personal security

 1,052,371,730  996,510,209 

iii) Loans considered good and secured by the personal security

of one or more parties in addition to the personal security of the debtors  324,266,820  358,302,195 
iv) Loans adversely classified; provision not maintained there against  -  - 

111,577,217,525 92,410,622,726 

v) Loans due by directors or executives of the Banking Company or any of them taken 
either severally or jointly with any other person (Staff Loan)  651,824,752  618,125,986 

vi) Loans due by companies or firms in which the directors of the Bank Company are 
interested as directors, partners or managing agents or in case of private companies, 
as members.

 -  - 
 -  - 

vii) Maximum total amount of advances, including temporary advances made at any 
time during the year to directors or managers or officers of the Banking Company or 
any of them either separately or jointly with any other person (Staff Loan)  651,824,752  618,125,986 

viii) Maximum total amount of advances, including temporary advances granted during 
the year to the companies or firms in which the directors of the Banking Company 
are interested as directors, partners or managing agents or in the case of private 
companies, as members  -  - 

ix) Due from other banking companies  -  - 

x) Total amount of classified advances on which interest is not credited to income  4,831,630,604  4,659,752,881 
a. Movement of classified loans and advances

Opening balance 01 January 2014  4,659,752,881  4,090,921,667 
Increase/(decrease) during the period  171,877,723  568,831,214 

 4,831,630,604  4,659,752,881 

b. Amount of provision kept against loan classified as ‘Bad/Loss’ on the reporting 
date of Balance Sheet  2,225,994,191  2,330,050,356 

c. Interest creditable to the Interest Suspense  Account  1,588,170,608  1,198,879,031 

xi) Amount of written off loans
Opening Balance  1,896,879,517  1,726,232,704 
Amount written off during the Period  625,964,099  174,964,813 
Amount Recovered / Adjustment  (24,752,298)  (4,318,000)
Cumulative Balance  2,498,091,318  1,896,879,517 

7.14 Listing of assets pledged as security/ collaterals
Nature of the secured assets:
Fixed assets 117,356,111,000 91,764,895,000 
Cash & quasi-cash 16,720,255,000 15,128,845,000 
Others  2,575,515,000  4,645,969,000 

136,651,881,000 111,539,709,000 
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7.15 Suits filed by the bank branch-wise details

Main Branch  3,245,461,000  3,129,630,293 
Dhanmondi Branch  521,890,000  118,247,958 
Motijheel Branch  17,742,000  17,742,100 
Nayabazar Branch  49,984,000  49,984,468 
Kawran Bazar  170,801,000  170,801,482 
Rajshahi Branch  39,832,000  39,832,330 
Noagaon Branch  232,255,000  232,255,333 
Agrabad Branch  2,170,219,000  2,167,820,301 
Sylhet Branch  50,557,000  88,739,938 
Comilla Branch  23,626,000  23,625,915 
Khatungonj Branch  571,723,000  566,103,761 
Sapahar Branch  5,185,000  2,737,053 
Jubliee Road Branch  6,902,000  6,902,326 
Green Road Branch  -  784,343 
Banani Branch  999,064,000  909,990,873 
Uttara Branch  7,746,000  7,746,464 
O R Nizam Road Branch  395,000  395,000 
Madam Bibi Hat Branch  495,229,000  495,228,771 
Mogh Bazar Branch  9,136,000  8,013,000 
Faridgonj Branch  2,778,000  2,778,652 
Board Bazar Branch  263,104,000  - 
Khulna Branch  2,695,000  - 
Rangpur Branch  12,085,000  - 
Sk.Mujib Road  12,672,000  - 

 8,911,081,000  8,039,360,361 
7(a) Consolidated loans and advances

Loans and advances
Mercantile Bank Limited.  109,991,936,542 91,190,588,891 
Mercantile Bank Securities Limited.  5,210,555,797  4,441,614,400 
Mercantile Exchange House (UK) Limited  -  - 

115,202,492,339 95,632,203,291 
Inter company transactions (5,029,483,834) (4,547,732,962)

110,173,008,505 91,084,470,329 

Bills purchased and discounted
Mercantile Bank Limited.  7,068,088,827  6,497,912,702 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 7,068,088,827  6,497,912,702 
Inter company transaction  -  - 

 7,068,088,827  6,497,912,702 
Total 117,241,097,332 97,582,383,031 

8. Fixed assets including premises, furniture and fixtures-at cost less 
accumulated depreciation (Annex-A)

Freehold properties
Land & land development  1,341,807,978  1,310,444,376 
Building   710,748,700  692,522,431 
Furniture & fixtures  482,749,486  471,697,253 
Office equipment  594,929,859  547,148,818 
Vehicles  60,521,913  57,138,981 
Books  190,039  112,245 

 3,190,947,975  3,079,064,104 

Leasehold properties
Vehicles  3,269,135  5,333,855 
Automated Teller Machine (ATM)  3,893,341  13,198,029 

 7,162,476  18,531,884 
Total  3,198,110,451  3,097,595,988 
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8(a). Consolidated fixed assets including premises, furniture and fixtures
Mercantile Bank Limited.  3,198,110,451  3,097,595,988 
Mercantile Bank Securities Limited.  24,898,011  28,535,970 
Mercantile Exchange House (UK) Limited  6,345,005  11,740,372 

 3,229,353,467  3,137,872,330 

Fixed assets of the Bank specially land & land development been revalued by a professional valuation firm M/s Jarip O 
Paridarshan. Gain arisen from such revaluation is duly accounted for in the year 2011.

9 Other assets
Suspense account (Note 9.1)  404,398,999  399,865,714 
Demand Draft paid without advice  2,208,051  220,042 
Advance rent  280,543,166  291,657,035 
Advance deposits  6,316,303  2,731,788 
Stock of stationery  12,324,526  15,184,952 
Stamps in hand  3,612,967  3,521,040 
Premium on bonds  4,817,659  4,872,620 
Clearing adjustment account  791,931  6,884,268 
Adjusting account debit (Note 9.2)  893,141,731  954,889,290 
Mercantile Exchange House (UK) Limited.  41,539,608  37,309,558 
Mercantile Bank OBU Unit  931,479,182  156,454,163 
Mercantile Bank general account  891,517,038  924,161,937 

 3,472,691,161  2,797,752,407 
Intra company transaction (OBU) (1,077,422,256)  (152,819,437)

 2,395,268,905  2,644,932,970 
9.1 Suspense accounts

Advance against TA/DA  194,500  37,000 
Advance against mobile banking  7,859,646  8,219,624 
Advance against new branches  9,514,000  1,756,844 
Encashment of PSP/BSP  66,034,679  18,076,817 
Others  320,796,174  371,775,429 

 404,398,999  399,865,714 
9.2 Adjusting account debit 

Accrued interest  739,158,666  804,838,183 
Other accruals (Note - 9.2.1)  153,983,065  150,051,107 

 893,141,731  954,889,290 

9.2.1 Other accruals
Other receivables  31,253,610  2,428,425 
Fees receivable  3,351,850  3,732,000 
Prepaid insurance premium  4,577,946  3,688,146 
Discount receivable  88,124,365  109,452,590 
Protested bills  637,225  1,212,597 
Prepaid expenditure others  26,038,069  29,537,349 

 153,983,065  150,051,107 

9.3 Mercantile Bank General Account
Mercantile Bank General Account represents outstanding inter-branch and Head Office transactions (Net) originated but 
yet to be responded by the Balance Sheet date. However, the un-respondent entries of 31 December 2014 (position on 
18 March 2015) are given below:

Numbers of Un-respondent 
entries 

Un-respondent entries
(Amount - BDT)

Dr.  Cr. Dr. Cr.
Up to 3 months  7  7  49,000  44,000 
Over 3 months but within 6 months  1  -    100,000  -   
Over 6 months but within 1 year  2  -    200,000  -   
Over 1 year but within 5 years  -    -    -    -   

 10  7  349,000  44,000 
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9(a) Consolidated other assets
Mercantile Bank Limited.  2,395,268,905  2,644,932,970 
Mercantile Bank Securities Limited.  152,016,145  77,368,773 
Mercantile Exchange House (UK) Limited  20,082,656  14,990,661 

 2,567,367,706  2,737,292,404 

10. Borrowings from other banks, financial institutions and agents
Inside Bangladesh - Interest bearing
Call Deposits
State Bank of India  -  - 
Dutch Bangla Bank Limited  -  - 
Rupali Bank Limited  -  - 
Bank Alfala Limited  -  - 
National Bank Limited  -  - 
United Commercial Bank Limited  -  - 
IFIC Bank Limited  -  - 
Trust Bank Limited  -  - 
ONE Bank Limited  -  - 
Standard Bank Limited  -  - 
City Bank Limited  -  - 
A B Bank Limited  -  - 
Uttara Bank Limited  -  - 
Sonali Bank Limited  -  - 
Janata Bank Limited  -  - 
Pubali Bank Limited  -  - 
Jamuna Bank Limited  -  - 
Agrani Banl Limited  -  - 

 -  - 
Other Borrowings
Bangladesh Bank Refinance  1,509,025,640  1,076,098,119 
Other Bank Borrowings  2,150,000,000  300,000,000 
Off-shore Banking Unit  1,110,764,654  155,473,798 

 4,769,790,294  1,531,571,917 
Inter company transaction (1,077,422,256)  (152,819,437)

 3,692,368,038  1,378,752,480 
Outside Bangladesh  -  - 

 3,692,368,038  1,378,752,480 
10.1 Security wise grouping

Secured borrowings  1,509,025,640  1,076,098,119 
Unsecured borrowings  3,260,764,654  455,473,798 

 4,769,790,294  1,531,571,917 
10.2  Nature of repayment

Repayable on demand  3,260,764,654  455,473,798 
Others  1,509,025,640  1,076,098,119 

 4,769,790,294  1,531,571,917 

10.3 Maturity grouping of borrowings from other banks, financial institutions and agents
Up to 1 (one) month  3,260,764,654  455,473,798 
Over 1 (one) month but not more than 3 (three) months  -  - 
Over 3 (three) months but not more than 1 (one) year  1,509,025,640  1,076,098,119 
Over 1 (one) year but not more than 5 (five) years  -  - 
Over 5 (five) years  -  - 

 4,769,790,294  1,531,571,917 
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10(a) Consolidated borrowings from other banks, financial institutions
Inside Bangladesh
Mercantile Bank Limited.  3,692,368,038  1,378,752,480 
Mercantile Bank Securities Limited.  4,987,315,266  4,508,533,492 
Mercantile Exchange House (UK) Limited  42,168,568  39,199,470 

 8,721,851,872  5,926,485,442 
Outside Bangladesh
Mercantile Bank Limited.  -  - 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 -  - 
 8,721,851,872  5,926,485,442 

Inter company transaction (5,029,483,834) (4,547,732,962)
 3,692,368,038  1,378,752,480 

11. Deposits and other accounts
A.  Deposits received from Banks (Note- A-1)  -  - 

B.  Other than Bank  134,996,493,244  120,857,891,422 
Payable on demand (Note- B-1) 15,156,208,164 13,090,882,374 
Time Deposits (Note - B-2 )  119,840,285,080  107,767,009,048 

 134,996,493,244  120,857,891,422 
Maturity Analysis (Deposits received from other than Banks)
Repayable on demand  11,785,254,545  9,987,221,513 
Repayable within 1 (one) month 23,598,527,650 22,295,257,510 
Repayable over 1 (one) month but within 3 (three) months 21,675,895,500 19,679,555,415 
Repayable over 3 (three) months but within  1 (one) year 25,985,252,855 23,987,212,822 
Repayable over 1 (one) year but within  5 (five) years 29,956,450,542 27,895,742,521 
Repayable over 5 (five) years but within 10 (ten) years 21,992,524,813 17,010,103,410 
Unclaimed deposits 10 (ten) years and above  2,798,231  2,798,231 

 134,996,704,136  120,857,891,422 

A-1  Deposits received from Banks
 -  - 
 -  - 
 -  - 

Maturity wise grouping
Repayable within 1 (one) month  -  - 
Repayable over 1 (one) month but within 3 (three) months  -  - 
Repayable over 3 (three) months but within  1 (one) year  -  - 
Repayable over 1 (one) year but within  5 (five) years  -  - 
Repayable over 5 (five) years but within 10 (ten) years  -  - 
Unclaimed deposits 10 (ten) years and above  -  - 

 -  - 
B-1  Payable on demand

Current deposits  5,494,155,539  4,105,431,461 
Saving deposits (9%) - (Note 11.3)  948,079,557  765,912,957 
Foreign currency deposits (non interest bearing )  680,201,297  417,290,256 
Security deposit receipt  7,913,650  3,500,513 
Bills payable (Note-11.2)  1,387,228,039  1,388,795,686 
Sundry deposits (Note - 11.6)  3,109,240,866  2,988,871,126 
Foreign currency held against Back to Back L/C  3,529,389,216  3,421,080,375 

15,156,208,164 13,090,882,374 

B- 2 Time deposits
Saving deposits (91%) - (Note-11.3)  9,586,137,740  7,744,231,006 
Fixed deposits (Note-11.4) 46,057,219,028 41,945,686,077 
Short Term deposits  8,850,411,852  7,795,859,160 
Deposits under schemes (Note-11.5) 55,176,862,109 50,214,546,470 
Non-resident taka deposit  127,945,233  53,225,220 
Deposit under Q-cash  41,709,118  13,461,115 

119,840,285,080  107,767,009,048 
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11.1 Current accounts & other accounts
Deposit under Q-cash & M-Pay  5,494,155,539  4,105,431,461 
Short term deposits  8,850,411,852  7,795,859,160 
Non-resident taka deposits  127,945,233  53,225,220 
Foreign currency deposits  680,201,297  417,290,256 
Deposit under Q-cash & M-Pay  41,709,118  13,461,115 
Security deposit receipt  7,913,650  3,500,513 
Sundry deposit  3,109,240,866  2,988,871,126 
Foreign currency held against Back to Back L/C  3,529,389,216  3,421,080,375 

21,840,966,771 18,798,719,226 

11.2 Bills payable
Demand Draft  15,245,191  34,823,490 
Pay Order  1,370,862,865  1,352,851,503 
Pay Slip  1,119,983  1,120,693 

 1,387,228,039  1,388,795,686 
Maturity wise Grouping Bills Payable

Repayable within 1 (one) month  1,387,228,039  1,388,795,686 
Repayable over 1 (one) month but within 3 (three) months  -  - 
Repayable over 3 (three) months but within  1 (one) year  -  - 
Repayable over 1 (one) year but within  5 (five) years  -  - 
Repayable over 5 (five) years but within 10 (ten) years  -  - 
Unclaimed deposits 10 (ten) years and above  -  - 

 1,387,228,039  1,388,795,686 

11.3 Savings Bank deposits
As per BRPD Circular No. 03 of 07 July 1997, total saving bank deposits amount 
is distributed into:
9% of total Savings Bank deposits (Demand deposits)  948,079,557  765,912,957 
91% of total Savings Bank deposits (Time deposits)  9,586,137,740  7,744,231,006 

10,534,217,297  8,510,143,963 
11.4 Fixed deposits

Customer deposits (Note-11.4.1) 46,057,219,028 41,945,686,077 
46,057,219,028 41,945,686,077 

11.4.1 Fixed Deposits - maturity wise Grouping
Repayable within 1 (one) month 18,908,723,685 16,807,273,967 
Repayable over 1 (one) month but within 3 (three) months 15,405,327,550 13,204,237,505 
Repayable over 3 (three) months but within 1 (one) year  11,743,167,793  11,934,174,605 
Repayable over 1 (one) year but within 5 (five) years  -  - 
Repayable over 5 (five) years but within 10 (ten) years  -  - 
Unclaimed deposits for 10 (ten) years and above  -  - 

46,057,219,028 41,945,686,077 

11.5 Deposits under schemes
Monthly Savings Scheme 30,617,688,941 26,704,321,145 
Double Benefit Deposit Scheme 18,713,405,342 16,488,481,246 
Family Maintenance Deposit Scheme  1,839,647,878  1,604,241,300 
Super Benefit Scheme  3,336,941,708  4,795,952,244 
Special Savings Scheme  395,253,905  324,259,601 
Pension and Family Support Scheme  228,005,565  227,827,738 
Quarterly Benefit Deposit Scheme  13,400,000  15,602,570 
One & Half Time Benefit Scheme  30,467,095  52,091,122 
Advance Benefit Deposit Scheme  -  - 
Education Planning Deposit Scheme  2,051,675  1,769,504 

55,176,862,109 50,214,546,470 
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11.6 Details of sundry deposit
Sundry Creditors  265,587,665  582,672,357 
Withholding Tax - IT  105,617,247  136,597,720 
Withholding Tax - Excise Duty  98,710,843  99,166,624 
Withholding Tax - VAT  48,929,371  31,318,270 
Margin on Letter of Guarantee  391,328,545  457,859,369 
Margin on L/C  1,350,471,463  1,020,794,973 
Margin on FDBP/IBP  40,645,103  75,504,767 
Margin on Inward bill collection  1,565,800  4,089,380 
Other Margin Account  5,864,419  13,587,637 
Sale proceeds of PSP/BSP  9,200,015  4,550,000 
Advance deposit against lease  37,158,500  36,232,500 
FC held against back to back L/C  92,823,695  72,355,662 
Security deposit  8,462,858  7,319,229 
FC TT/DD payable  121,360  7,023,610 
Payable to provident fund  -  161,607 
Payable to employee welfare fund  29,660  24,087 
Export bill agency commission  133,998,216  127,906,307 
Export bill reserve margin  134,319,897  75,921,396 
Other sundry deposit  384,406,209  235,785,631 

 3,109,240,866  2,988,871,126 

11(a) Consolidated deposits and other accounts

11.1(a) Current and other accounts
Deposits Received from Banks
Mercantile Bank Limited.  -  - 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 -  - 

Other than Bank

Mercantile Bank Limited. 21,840,966,771 18,798,719,226 
Mercantile Bank Securities Limited.  64,461,160  60,033,345 
Mercantile Exchange House (UK) Limited  -  - 

21,905,427,931 18,858,752,571 
Inter Company Transaction  (60,442,534)  (5,445,585)

21,844,985,397 18,853,306,986 

11.2(a) Bills Payable
Mercantile Bank Limited.  1,387,228,039  1,388,795,686 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 1,387,228,039  1,388,795,686 

 Maturity wise Grouping Bills Payable

Repayable within 1 (one) month  1,387,228,039  1,388,795,686 
Repayable over 1 (one) month but within 3 (three) months  -  - 
Repayable over 3 (three) months but within  1 (one) year  -  - 
Repayable over 1 (one) year but within  5 (five) years  -  - 
Repayable over 5 (five) years but within 10 (ten) years  -  - 
Unclaimed Deposits 10 (ten) years and above  -  - 

 1,387,228,039  1,388,795,686 
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11.2(b) Subordinated Bond  3,000,000,000  - 
 3,000,000,000  - 

11.3(a) Savings Bank Deposits
Mercantile Bank Limited. 10,534,217,297  8,510,143,963 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited   -  - 

10,534,217,297  8,510,143,963 

11.4(a) Fixed Deposits
Mercantile Bank Limited. 46,057,219,028 41,945,686,077 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

46,057,219,028 41,945,686,077 
11.4.1(a) Fixed Deposits - Maturity wise Grouping

Repayable within 1 (one) month 18,908,723,685 16,807,273,967 
Repayable over 1 (one) month but within 3 (three) months 15,405,327,550 13,204,237,505 
Repayable Over 3 (three) months but within 1 (one) year  11,743,167,793  11,934,174,605 
Repayable Over 1 (one) year but within 5 (five) years  -  - 
Repayable Over 5 (five) years but within 10 (ten) years  -  - 
Unclaimed Deposits for 10 (ten) years and above  -  - 

46,057,219,028 41,945,686,077 

11.5(a) Deposits Under Schemes
Mercantile Bank Limited. 55,176,862,109 50,214,546,470 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

55,176,862,109 50,214,546,470 

12. Other liabilities
Provision for Gratuity (Note-12.1)  -  - 
Provision for Fixed Assets (Note-12.2)  85,000,000  85,000,000 
Other Provision  96,000  - 
Provision for Off Balance Sheet Items (Note-12.3)  583,004,896  498,752,154 
Provision for Incentive Bonus  145,334,683  89,160,333 
Provision for Current Tax (Note-12.4.1)  384,454,117  908,661,338 
Provision for Deferred Tax (Note-12.4.2)  34,819,424  69,850,345 
Provision for Loans and Advances (Note-12.5.1)  4,952,667,020  3,420,050,356 
Adjusting Account Credit (Note-12.6)  1,514,652,144  1,481,096,605 
Interest Suspense Account  (Note-12.7)  1,588,170,608  1,198,879,031 
Provision for Audit fees  600,000  825,000 
Foreign Currency  held against EDF L/C  3,964,699,730  2,227,985,256 
Provision for Loans Loss  -  889,024 
Offshore Banking Unit  -  36,989 
On Line Clearing  Adjustment Account  -  27,771,532 
Lease Payable (Note-12.8)  12,599,686  22,029,070 

13,266,098,308 10,030,987,033 
12.1 Provision for Gratuity

Provision held at the beginning of  year  -  - 
Provision made during the  period  -  10,000,000 

 -  10,000,000 
Transferred to savings Account for Gratuity  -  (10,000,000)

 -  - 
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12.2 Provision for Fixed Assets
Provision held at the beginning of the year  85,000,000  85,000,000 
Provision made during the period  -  - 

 85,000,000  85,000,000 
Other Provision  -  - 

 85,000,000  85,000,000 

A Land is included under freehold properties- land  (Note-8), located at Gulshan, Plot# 3, Block# CWN (C), Gulshan 
Avenue, Gulshan, Dhaka-1212, Municipality Holding# 105, Gulshan Avenue, Gulshan. Area of land is 1 bigha 2 chattaks 
purchased in the  year 2005 for Bank’s own use as per decision of the Board of Directors in its 73rd meeting held on 23 
August 2005. The land is under litigation and possession of the land is yet to be taken. In this connection a provision has 
been made as per Bangladesh Bank’s instruction.

Provision was made for land as per instruction of Bangladesh Bank vide letter no. DBI-1(vigilance) / 5050 (15)/ 2006-400, 
20 March 2006. 

12.3 Provision for Off Balance Sheet Items
Provision held at the beginning of the year  498,752,154  482,552,154 
Provision made during the  period  84,252,742  16,200,000 

 583,004,896  498,752,154 
12.3 (a) Consolidated current years provision for off-balance sheet

Mercantile Bank Limited  84,252,742  16,200,000 
Mercantile Bank Securities Limited  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 84,252,742  16,200,000 
12.3.1 (a) Consolidated current years other provision

Mercantile Bank Limited  -  - 
Mercantile Bank Securities Limited  6,000,000  67,500,000 
Mercantile Exchange House (UK) Limited  -  - 

 6,000,000  67,500,000 

12.4 Provision for Tax including Deferred Tax
Provision held at the beginning of the year  8,269,065,755  7,019,065,755 
Provision made during the period  1,135,030,921  1,230,000,000 
Deferred tax provision  (35,030,921)  20,000,000 
Total provision  9,369,065,755  8,269,065,755 
Tax paid during the  period (1,659,238,142) (1,205,386,356)

 7,709,827,613  7,063,679,399 
Advance tax paid up to last year  

(7,290,554,072)
 

(6,085,167,716)
Balance held at the end of the  year  419,273,541  978,511,683 

Current tax liabilities for the current and prior periods have been measured at the amount expected to be paid to (recovered 
from) the taxation authorities, using the tax rates and tax law that have been enacted or substantively enacted by the 
Balance Sheet date (BAS 12 ‘‘Income Taxes’’ ; Para 46).

12.4.1 Tax liabilities 
Provision held at the beginning of the year  8,199,215,410  6,969,215,410 
Provision made during the period  1,135,030,921  1,230,000,000 

 9,334,246,331  8,199,215,410 
Advance tax paid (8,949,792,214) (7,290,554,072)

 384,454,117  908,661,338 
12.4.2 Deferred Tax liabilities 

Provision held at the beginning of the year  69,850,345  49,850,345 
Provision made during the Period  (35,030,921)  20,000,000 

 34,819,424  69,850,345 
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12.4.1(a) Consolidated tax provision
Mercantile Bank Limited.  1,135,030,921  1,230,000,000 
Mercantile Bank Securities Limited.  10,089,521  6,641,207 
Mercantile Exchange House (UK) Limited  -  - 

 1,145,120,442  1,236,641,207 
12.4.2(a) Consolidated deferred tax provision

Mercantile Bank Limited.  (35,030,921)  20,000,000 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 (35,030,921)  20,000,000 
12.5 Provision made for loans & advances including off-balance sheet items

Provision against Un Classified Loans   1,552,485,000  26,000,000 
Provision against Classified Loans  485,326,312  984,800,000 
Other Provision (Off-Balance Sheet Items) (Note-12.3)  84,252,742  16,200,000 

 2,122,064,054  1,027,000,000 

12.5(a) Provision made for loans & advances including off-balance sheet items
Mercantile Bank Limited. 2,122,064,054  1,027,000,000 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 2,122,064,054  1,027,000,000 

12.5.1 Provision for loans and advances
Provision against Classified Loans (Specific Provision)  2,405,182,020  2,425,050,356 
Provision against Unclassified Loans (General Provision)  2,547,485,000  995,000,000 

 4,952,667,020  3,420,050,356 

Movement of Provision against Classified Loans and Advances (Specific Provision)

Provision held at the beginning of the year  2,425,050,356  1,495,869,678 
Fully Provided Debts written off  (523,970,375)  (59,905,322)
Recoveries of amounts previously written off  18,775,727  4,286,000 
Net Charge to Profit and Loss Account  485,326,312  984,800,000 
Provision held at the end of the period  2,405,182,020  2,425,050,356 

Provision against Unclassified Loans
Provision held at the beginning of the year  995,000,000  969,000,000 
Adjustment during the period  -  - 
Addition during the period  1,552,485,000  26,000,000 

 2,547,485,000  995,000,000 
Provision at the end of the year  4,952,667,020  3,420,050,356 

12.5.1(a) Consolidated Provision for Loans and Advances
Mercantile Bank Limited.  4,952,667,020  3,420,050,356 
Mercantile Bank Securities Limited.  6,000,000  67,500,000 
Mercantile Exchange House (UK) Limited  -  - 

4,958,667,020  3,487,550,356 

12.6 Adjusting Account Credit 
Interest provision  1,389,279,562  1,244,355,445 
Other provision  125,372,582  236,741,160 

 1,514,652,144  1,481,096,605 
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12.7 Interest Suspense Account
Opening balance  1,198,879,031  717,154,768 
Amount transferred during the period  828,408,000  745,526,000 

 2,027,287,031  1,462,680,768 
Amount recovered and waiver during the period  353,372,000  241,319,799 
Amount written off during the period  85,744,423  22,481,938 

 (439,116,423)  (263,801,737)
Balance at the end of the period  1,588,170,608  1,198,879,031 

12.8 Obligation Under Finance Lease (Lease Payable)
Lease rental payable within 1 year  22,029,070  28,835,728 
Above 1 year but within 5 years  (9,429,384)  (6,806,658)
Total lease rental payable  12,599,686  22,029,070 
Finance charge payable  -  - 

 12,599,686  22,029,070 

12(a) Consolidated Other Liabilities
Mercantile Bank Limited. 13,266,098,308 10,030,987,033 
Mercantile Bank Securities Limited.  553,782,657  134,600,852 
Mercantile Exchange House (UK) Limited  25,899,190  13,121,500 

13,845,780,155 10,178,709,385 
13. Capital

Authorized capital
 1,200,000,000 Ordinary shares of BDT 10 each 12,000,000,000 12,000,000,000 

13.1  Issued, Subscribed and Fully Paid-up Capital 
Total 739,156,701 Ordinary shares (79,195,360 Ordinary shares during 2013) of BDT 
10 each were issued, subscribed and fully paid up as at 31 Decmbember 2014. 

Opening balance  6,599,613,410  6,110,753,160 
Issued for cash  -  - 
Right shares  -  - 
Issued for other than cash ( Bonus shares)  791,953,600  488,860,250 
Closing balance  7,391,567,010  6,599,613,410 

Issued for cash  245,000,000  245,000,000 
IPO  319,765,000  319,765,000 
Right shares  1,438,942,300  1,438,942,300 
Bonus shares  5,387,859,710  4,595,906,110 

 7,391,567,010  6,599,613,410 
13.2 History of Paid-up capital

Accounting year Declaration No. of shares Value in capital (BDT) Cumulative (BDT)
1999 Initial  24,500,000  245,000,000  245,000,000 
2000 Bonus  3,185,000  31,850,000  276,850,000 
2001 Bonus  2,768,500  27,685,000  304,535,000 
2002 Bonus  1,523,000  15,230,000  319,765,000 
2003 IPO  31,976,500  319,765,000  639,530,000 
2003 Bonus  15,988,250  159,882,500  799,412,500 
2004 Bonus  19,985,310  199,853,100  999,265,600 
2005 Bonus  19,985,310  199,853,100  1,199,118,700 
2006 Bonus  29,977,960  299,779,600  1,498,898,300 
2007 Bonus  29,977,960  299,779,600  1,798,677,900 
2008 Bonus  35,973,550  359,735,500  2,158,413,400 
2009 Bonus  47,485,090  474,850,900  2,633,264,300 
2010 Right Share  143,894,230  1,438,942,300  4,072,206,600 
2010 Bonus  89,588,540  895,885,400  4,968,092,000 
2011 Bonus  114,266,116  1,142,661,160  6,110,753,160 
2012 Bonus  48,886,025  488,860,250  6,599,613,410 
2013 Bonus  79,195,360  791,953,600  7,391,567,010 

Total  739,156,701  7,391,567,010 -
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13.3 Particulars of Fully Paid-up Share Capital  
2014

No. of Shares
2013

 No. of Shares 
2014
( % )

2013
( % )Sponsor                              

Financial Institutions              291,182,043  261,490,541 39.39% 39.62%
General Public                     49,676,957  50,713,132 6.72% 7.68%

 398,297,701  347,757,668 53.89% 52.69%
 739,156,701  659,961,341 100% 100%

13.4 Classification of Shareholders by Holding as on 31 December 2014
   No. of Share 

 Holders No. of Shares ( % ) of 
Holdings

1 to 499 Shares  14,263  2,613,743 0.35%
500 to 5,000 Shares  21,187  38,051,515 5.15%
5,001 to 10,000 Shares  3,327  23,699,325 3.21%
10,001 to 20,000 Shares  1,792  25,465,085 3.45%
20,001 to 30,000 Shares  517  12,828,847 1.74%
30,001 to 40,000 Shares  248  8,674,966 1.17%
40,001 to 50,000 Shares  156  7,086,384 0.96%
50,001 to 100,000 Shares  298  20,760,462 2.81%
100,001 to 1,000,000 Shares  295  85,345,554 11.55%
1,000,001 to 99999999 Shares  93  514,630,820 69.62%

 42,176  739,156,701 100.00%

13.5 Capital Adequacy Ratio (CAR)
According to section 13 (2) of the Bank Companies Act, 1991 and BRPD circulars# 01, 14, 10, 05 and 35 dated 08 January 
1996, 16 November 1996, 25 November 2002, 14 May 2007 and 29 December 2010 respectively, required capital based on 
Risk Weighted Assets (RWA) of the Bank at the end of the 31 December 2014 was BDT 147,484,304,975 against available 
core capital of BDT 12,427,744,331 and supplementary capital of BDT 6,676,204,330 which comes to total capital of BDT 
19,103,948,661 resulting a surplus capital/ equity of BDT 4,355,518,163 at that date.

Tier – I (Core Capital)
Paid up Capital  7,391,567,010  6,599,613,410 
Statutory Reserve  4,223,124,428  3,765,422,762 
Retained Earnings  767,372,642  1,356,910,745 
Dividend Equalization Fund  45,680,250  45,680,250 

12,427,744,331  11,767,627,167 
Tier –II (Supplementary Capital)
General Provision  3,130,489,896  1,493,752,154 
Exchange Equalization Account  -  - 
Revaluation Reserve for Fixed Assets  321,805,978  321,805,978 
Revaluation Reserve for Equity Investment  -  45,000,000 
Subordinated bond  3,000,000,000  - 
Revaluation Reserve for Securities  223,908,457  81,499,572 

 6,676,204,330  1,942,057,703 
A. Total Capital 19,103,948,661 13,709,684,870 
B. Total Risk Weighted Assets  147,484,304,975 119,995,100,000 
C. Required Capital based on Risk Weighted Assets (10% on B) 14,748,430,498  11,999,510,000 
D. Surplus/ (Deficiency) (A - C)  4,355,518,163  1,710,174,870 
Capital Adequacy Ratio (%) 12.95% 11.43%

2014 2013
 Capital Requirement % Required  % Held % Required  % Held 
Tier - I 5.0% 8.43% 5.0% 9.81%

Tier -II 5.0% 4.52% 5.0% 1.62%

Tier-III 0%  -   0% 0.00

Total 10.0% 12.95% 10% 11.43%
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13.6   Capital Adequacy Ratio (CAR)

There remains a surplus of BDT 4,355,518,163 on capital and reserve fund of the Bank as per requirement of section 13A of 
Bank Companies Act, 1991 and BRPD circular# 09, dated 31 December 2008 respectively details of which are placed below :

(a) Required Capital (10% of Risk weighted Assets) 14,748,430,498  11,999,510,000 
(b) Actual Capital: 19,103,948,661 13,709,684,870 
       i) Core Capital (Total Shareholders’ Equity) 12,427,744,331  11,767,627,167 
       ii) Supplementary  6,676,204,330  1,942,057,703 
General provision 3,130,489,896 1,493,752,154
Exchange Equalization Account  -  - 
Revaluation Reserve for Fixed Assets  321,805,978  321,805,978 
Revaluation Reserve for equity Investment  -  45,000,000 
Subordinated bond  3,000,000,000  - 
Revaluation Reserve for securities  223,908,457  81,499,572 
Surplus/ (Deficiency) (b-a)  4,355,518,163  1,710,174,870 

14.  Statutory Reserve
Opening balance  3,765,422,762  3,119,683,762 
Transferred during the year from Profit & Loss Account  457,701,667  645,739,000 
Closing balance  4,223,124,428  3,765,422,762 

This has been made according to Sec. 24 of Bank Companies Act, 1991 and shall 
be maintained until it equals to Paid-up Capital.

14(a) Consolidated Statutory Reserve
Mercantile Bank Limited.  4,223,124,428  3,765,422,762 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 4,223,124,428  3,765,422,762 

15. Other reserves

A.  Dividend Equalization Fund
Opening balance 45,680,250 45,680,250
Addition during the period  -  - 
Closing balance  45,680,250  45,680,250 

B.  Adjustment for Approved Securities HTM

The above amount represents the adjustment made of approved securities 
held for adjusting against Treasury Bond held for Statutory Liquidity Reserve 
Requirements (SLR).
Opening balance  59,634,176  47,373,708 
Last years adjustment  (9,926,314)  12,260,468 
Adjustment during the period  -  - 
Closing balance  49,707,862  59,634,176 

C.  Reserve from revaluation 
HFT securities  398,109,051  103,364,967 
Revaluation Reserve for Fixed Assets  643,611,955  643,611,955 

 1,041,721,006  746,976,922 

Total other reserves (A+B+C)  1,137,109,118  852,291,348 
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15(a) Consolidated other reserves
Mercantile Bank Limited. 1,137,109,118 852,291,348
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

1,137,109,118 852,291,348

16. Retained earnings/ movement of profit and loss account
Opening balance  1,356,910,745  940,567,718 
Transfer income of OBU  (422,096)  - 
Cash dividend  (527,969,073)  (427,752,721)
Bonus share issued  (791,953,600)  (488,860,250)
Retained earnings  36,565,976  23,954,747 
Profit before income tax  2,288,508,333  3,228,694,998 

 2,325,074,309  3,252,649,745 
Statutory reserve  457,701,667  645,739,000 

 1,867,382,642  2,606,910,745 
Provision for income tax  1,135,030,921  1,230,000,000 

 732,341,721  1,376,910,745 
Provision for deferred tax  (35,030,921)  20,000,000 
Closing balance  767,372,642  1,356,910,745 

16.1 Consolidated retained earnings last year
Mercantile Bank Limited. 36,565,976 23,954,747
Mercantile Bank Securities Limited.  33,880,264 23,115,519
Mercantile Exchange House (UK) Limited  (24,273,220)  (14,071,826)

46,173,020 32,998,440

16(a) Consolidated Surplus in Profit and Loss Account
Mercantile Bank Limited.  767,372,642  1,356,910,745 
Mercantile Bank Securities Limited.  31,693,493  31,173,474 
Mercantile Exchange House (UK) Limited  (41,429,750)  (25,572,820)

 757,636,385  1,362,511,399 

16(b) Non Controlling Interest
Non controlling share capital  50,000,000  50,000,000 
Share of  profit  2,641,124  2,597,790 

 52,641,124  52,597,790 

16.A(1) Cash and cash equivalent
Cash 12,894,264,363 10,402,414,466
Balance with other Banks and Financial Institutions  742,378,611  917,821,434 

13,636,642,974  11,320,235,900 

16.A(2) Consolidated cash and cash equivalent

Cash 12,894,309,930 10,402,462,532 
Balance with other Banks and Financial Institutions  754,524,728  921,764,840 

13,648,834,658  11,324,227,372 

17 Contingent liabilities

17.1 Acceptance and endorsements
Back to Back Bills  9,164,352,468 10,707,590,464 
Back to Back Bills (EDF)  54,528,947  1,359,787,000 
Banker’s Liabilities PAD (DEF)  11,060,555,927  9,451,960,746 

20,279,437,342 21,519,338,210 
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17.2 Letter of guarantees
Money for which the Bank is contingently liable in respect of guarantees are given favoring:

Directors  -  - 
Government  4,218,756,590  4,999,002,439 
Bank and other Financial Institutions  1,745,503,500  591,469,730 
Others ( Note-17.2.1)  1,544,659,987  1,606,138,517 

 7,508,920,077  7,196,610,686 
17.2.1 Letter of guarantees others

Local  1,544,659,987  1,546,573,517 
Foreign  -  59,565,000 

 1,544,659,987  1,606,138,517 

17.3 Letter of credit
Inland  234,505,835  83,857,047 
General 17,631,053,143 14,123,690,259 
Back to Back L/C  6,478,469,220  6,740,128,648 

24,344,028,198 20,947,675,954 

17.4 Bills for collection
Outward Bills for Collection  5,449,315  8,988,891 
Outward  Foreign Bills for Collection  5,376,894,535  198,507,000 
Outward  Foreign Bills Lodge  785,760,189  - 

 6,168,104,039  207,495,891 
17.5 Other contingent liabilities

Banker’s Liabilities (BLW)  2,498,091,318  1,882,488,279 
 2,498,091,318  1,882,488,279 

18 Income Statement

Income:

Interest, discount and similar income 16,759,204,087  8,183,762,538 
Dividend income  16,343,389  4,282,796 
Fees, commission and brokerage  779,145,084  408,873,685 
Gain less losses arising from dealing securities  262,550,529  170,184,568 
Gain less losses arising from investment securities  5,979,090  1,201,336 
Gain less losses arising from dealing in foreign currencies  773,428,064  156,262,837 
Income from non-banking assets  1,291,988  947,561 
Other operating income  783,467,680  324,965,145 
Sub Total  19,381,409,911  9,250,480,466 

Expenses:
Interest, fees and commission  11,385,387,903  5,964,868,416 
Administrative expenses  1,801,966,583  604,411,111 
Other operating expenses  1,562,079,559  770,455,811 
Depreciation on banking assets  221,403,479  81,662,668 
Sub Total 14,970,837,524  7,421,398,006 
Operating profit before provision  4,410,572,387  1,829,082,460 

19 Interest income
Interest from Banks & other Financial Institutions (Note-19.1)  114,949,779  26,202,064 
Interest from F.C. Clearing Account  27,867,270  6,689,254 
Interest from Loans and Advances (Note-19.2) 13,841,679,168 13,312,009,509 

13,984,496,217 13,344,900,827 
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19.1 Interest received from Banks & other Financial Institutions
Interest from money at call and short notice  73,077,264  2,673,596 
Interest from other Banks  25,224,022  23,413,400 
Interest from Reverse REPO/SWAP  16,648,493  115,068 
Interest from Q-cash Settlement Deposits  -  - 

 114,949,779  26,202,064 

19.2 Interest from loans and advances
Loan General  199,505,339  168,834,251 
Term Loan  3,137,985,927  2,395,564,143 
Time Loan  1,567,053,444  1,696,932,629 
Loan Against Trust Receipt  761,946,220  1,469,906,667 
Packing Credit  102,975,179  91,892,372 
Lease Finance  178,280,781  162,137,068 
Hire Purchase  852,976,456  777,601,618 
Payment Against Documents  50,913,926  85,226,412 
Cash Credit (Hypo)  1,443,740,192  1,186,415,544 
Overdraft  2,487,905,965  2,522,198,505 
Consumers Credit  161,685,497  162,785,996 
House Building Loan  438,988,652  437,385,143 
Staff Loan  31,221,049  31,161,826 
EDF Loan  11,019,185  12,441,285 
Bill Purchase and Discounted  762,573,889  971,748,464 
S M E  1,610,262,498  1,086,102,007 
Other Credit Schemes  669,288  831,051 
Personal Loan  41,975,681  52,844,528 

13,841,679,168 13,312,009,509 

19(a) Consolidated interest income
Mercantile Bank Limited. 13,984,496,217 13,344,900,827 
Mercantile Bank Securities Limited.  426,656,683  684,937,050 
Mercantile Exchange House (UK) Limited  -  - 

 14,411,152,900  14,029,837,877 
Inter Company Transaction  (451,359,770)  (614,097,904)

 13,959,793,130  13,415,739,973 
20 Investment income

Interest on Investments (Note-A)  2,773,712,447  3,245,467,353 
Income on Investment in Shares (Note-B)  22,322,479  21,474,046 

 2,796,034,926  3,266,941,399 

A   Interest on Investments 
Interest on Treasury Bills  84,510,235  589,880,666 
Interest on Treasury Bonds  2,585,717,257  2,602,874,865 
Interest on Bangladesh Bank Bill  51,408,780  16,352,830 
Interest on Zero Coupon Bond  52,076,175  36,358,992 

 2,773,712,447  3,245,467,353 
B   Income on Investment in Shares

Gain on sale of shares  5,979,090  12,931,780 
Gain on sale of DSC Shares  -  - 
Gain on sale of CSC Shares  -  - 
Dividend on shares  16,343,389  8,542,266 

 22,322,479  21,474,046 
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20(a) Consolidated Investment Income
Mercantile Bank Limited.  2,796,034,926  3,266,941,399 
Mercantile Bank Securities Limited.  -  - 
Mercantile Exchange House (UK) Limited  -  - 

 2,796,034,926  3,266,941,399 
21 Interest paid on deposits & borrowings etc.

Interest on Deposits  11,143,544,180  11,745,378,005 
Interest on Refinance BB  45,217,281  50,385,772 
Interest on Secondary Treasury Bill Purchased  1,626,442  - 
Interest on Subordinated Bonds  195,000,000  - 
Interest on Borrowings  -  - 
Interest  on Overseas Accounts  -  - 

 11,385,387,903  11,795,763,777 
21(a) Consolidated interest expenses

Mercantile Bank Limited.  11,385,387,903  11,795,763,777 
Mercantile Bank Securities Limited.  451,359,770  614,097,904 
Mercantile Exchange House (UK) Limited  -  - 

 11,836,747,673 12,409,861,681 
Inter Company Transaction  (451,359,770)  (614,097,904)

 11,385,387,903  11,795,763,777 

22 Commission, exchange & brokerage
Commission  779,145,084  783,482,243 
Exchange (Note-22.1)  773,428,064  674,411,514 

 1,552,573,148  1,457,893,757 
Commission income arises on services provided by the Bank and recognized on 
a cash receipt basis. Commission charged to customers on letter of credits and 
letter of guarantees are credited to income at the time of effecting the transactions.

22.1 Exchange 
Gains arising from dealing securities  -  - 
Losses on dealing securities  -  - 
Gains arising from investment securities  -  - 
Losses on investing in securities  -  - 
Gains arising from foreign trade business (including dealings)  773,595,388  704,339,781 
Losses on foreign trading  (167,324)  (29,928,267)

 773,428,064  674,411,514 

22(a) Consolidated Commission, Exchange & Brokerage
Mercantile Bank Limited.  1,552,573,148  1,457,893,757 
Mercantile Bank Securities Limited.  77,083,009  52,114,626 
Mercantile Exchange House (UK) Limited  9,614,434  28,367,480 

 1,639,270,591  1,538,375,863 
23 Other Operating Income

Charges on L/C  81,295,651  75,941,828 
Services & other Charges  94,883,716  56,566,775 
Income from rent of locker  5,239,169  4,437,484 
Telephone, telex and e-mail charges  5,449,944  5,810,360 
On Line client fees  52,199,175  24,352,320 
ATM card  33,615,158  36,982,893 
VISA card  74,292,021  68,742,942 
Co-brand services  5,003,207  7,002,251 
BLW recovered  -  15,000 
Discount  995,423  7,121,299 
Gain on sale and revaluation of securities  262,550,529  285,793,465 
Gain on sale on assets  1,291,988  3,415,674 
Miscellaneous earnings (Note-23.1)  431,489,639  444,799,208 

 1,048,305,620  1,020,981,499 
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Amount in Taka
2014 2013

23.1 Miscellaneous earnings
Postage charge recovery  11,327,519  14,906,785 
SWIFT charge recovery  82,522,391  60,700,111 
Incidental charges  66,825,545  91,162,081 
Foreign correspondence charges  68,442,904  71,702,677 
Others  202,371,280  206,327,554 

 431,489,639  444,799,208 
23(a) Consolidated Other Operating Income

Mercantile Bank Limited.  1,048,305,620  1,020,981,499 
Mercantile Bank Securities Limited.  15,842,692  19,095,397 
Mercantile Exchange House (UK) Limited  3,252,684  3,185,349 

 1,067,400,996  1,043,262,245 
24 Salaries and Allowances

Basic salary  728,902,853  664,594,776 
Bonus (Festival and incentive)   405,467,800  177,336,920 
Bank’s contribution to employees provident fund  66,762,464  59,747,409 
House rent allowances  259,064,390  220,989,406 
Conveyance allowance  39,982,050  35,729,864 
Medical allowance  149,414,635  134,686,805 
Dearness allowance  137,363,636  134,572,567 
Overtime allowance  374,550  409,200 
Other allowances  200,100  227,300 

 1,787,532,478  1,428,294,247 
24(a) Consolidated Salaries and Allowances

Mercantile Bank Limited.  1,787,532,478  1,428,294,247 
Mercantile Bank Securities Limited.  20,242,596  28,899,619 
Mercantile Exchange House (UK) Limited  7,929,923  11,929,575 

 1,815,704,997  1,469,123,441 
25 Chief Executive’s Salary and Allowances

Salary  6,588,710  5,903,226 
Other allowances  5,100,000  3,951,613 

 11,688,710  9,854,839 
25(a) Consolidated Chief Executive’s Salary and Allowances

Mercantile Bank Limited.  11,688,710  9,854,839 
Mercantile Bank Securities Limited.  1,495,237  1,495,237 
Mercantile Exchange House (UK) Limited  -  - 

 13,183,947  11,350,076 

26 Directors’ Fees
Director fees  2,389,895  2,455,000 
VAT on director fees  355,500  338,250 

 2,745,395  2,793,250 

26(a) Consolidated Directors’ Fees
Mercantile Bank Limited.  2,745,395  2,793,250 
Mercantile Bank Securities Limited.  490,000  730,000 
Mercantile Exchange House (UK) Limited  -  - 

 3,235,395  3,523,250 
27 Rent, Taxes, Insurance, Lightings etc

Office rent  263,440,255  233,905,036 
Rates, taxes & excise duty and VAT on rent  25,518,984  20,235,067 
Insurance  112,199,226  105,292,164 
Lighting, gas & water  78,168,779  71,323,394 

 479,327,244  430,755,661 
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Amount in Taka
2014 2013

27(a) Consolidated Rent, Taxes, Insurance, Lightings etc
Mercantile Bank Limited.  479,327,244  430,755,661 
Mercantile Bank Securities Limited.  7,398,044  5,238,809 
Mercantile Exchange House (UK) Limited  7,151,417  8,567,697 

 493,876,705  444,562,167 

28 Legal Expenses
Legal fees  & charges  6,313,587  7,383,299 
Stamps & notary public expenses  registration fees  6,402,786  5,159,655 

 12,716,373  12,542,954 
28(a) Consolidated Legal Expenses

Mercantile Bank Limited.  12,716,373  12,542,954 
Mercantile Bank Securities Limited.  34,500  243,668 
Mercantile Exchange House (UK) Limited  96,740  550,491 

 12,847,613  13,337,113 
29 Stationary, Printing and Advertisements

Printing & stationery  61,772,051  50,385,476 
Advertisement  108,543,224  76,585,251 
Computer expenses  34,080,554  21,925,435 

 204,395,829  148,896,162 
29(a) Consolidated Stationary, Printing and Advertisements

Mercantile Bank Limited.  204,395,829  148,896,162 
Mercantile Bank Securities Limited.  285,265  347,383 
Mercantile Exchange House (UK) Limited  127,126  184,237 

 204,808,220  149,427,782 
30 Depreciation and Repair of Fixed Assets

Depreciation on fixed assets (Note-30.1)  221,403,479  192,046,415 
Repairs & Maintenance  46,516,410  40,250,215 

 267,919,889  232,296,630 
30.1 Depreciation on fixed assets (Annexure - A)

Free hold property  210,034,071  173,348,936 
Lease hold property  11,369,408  18,697,479 

 221,403,479  192,046,415 
30(a) Consolidated Depreciation and Repair of Fixed Assets

Mercantile Bank Limited.  267,919,889  232,296,630 
Mercantile Bank Securities Limited.  4,706,998  5,831,166 
Mercantile Exchange House (UK) Limited  396,756  569,830 

 273,023,643  238,697,626 
31 Other Expenses

Bank charges  7,193,332  3,296,816 
Other charges  25,975,267  8,518,690 
Donation  47,943,215  94,441,613 
Car expenses  113,900,521  96,775,631 
Discount & commission paid  981,497  1,543,145 
Training expenses  12,662,300  11,241,209 
Securities & cleaning  215,966,145  187,133,160 
Subscription  3,543,073  3,666,207 
Entertainment expenses  34,723,260  32,342,527 
Travelling expenses  21,869,478  21,379,639 
Conveyance  7,651,485  7,504,556 
Business development  14,284,740  32,896,610 
Liveries & uniforms  3,294,176  814,315 
Medical expenses  1,676,270  259,144 
Newspapers and magazines  1,563,240  1,310,799 
Cook servant  602,000  521,923 
Professional service fees  430,278 147,500 
Interest expenses lease  3,649,086  2,581,792 
Q-cash/ATM cards/VISA cards  39,014,918  48,046,102 
House furnishing  7,629,015  6,562,207 
Leave encashment & LFA  121,594,074  108,362,120 
Gratuity  -  10,000,000 
Credit rating fees  230,000 172,500
Loss on sale of assets  4,084,159  - 
Loss on sale of securities  10,320,700  - 
Loss on market adjustment (Securities)  21,426,285  - 
Mobile banking  16,407,179  15,901,537 
Miscellaneous expenses (Note-31.1)  27,516,116  24,163,105 

 766,131,809  719,582,847 
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Amount in Taka
2014 2013

31.1 Miscellaneous expenses
Laundry & cleaning  2,827,598  2,595,993 
Photocopy  716,176  522,705 
Cash caring charge  8,886,034  7,042,984 
Nursery  1,159,040  1,260,495 
Cash incentive  520,167  - 
Sundry expenses  13,407,101  12,740,928 

 27,516,116  24,163,105 

31(a) Consolidated Other Expenses
Mercantile Bank Limited.  766,131,809  719,582,847 
Mercantile Bank Securities Limited.  14,951,754  12,039,183 
Mercantile Exchange House (UK) Limited  13,686,925  20,299,839 

 794,770,488  751,921,869 

32 Earnings per Share (EPS)
Net profit after tax  1,188,508,333  1,978,694,998 
Number of Ordinary Shares outstanding in the year  739,156,701  659,961,341 
Weighted average no. of share outstanding  739,156,701  739,156,701 
Earnings per Share (EPS) 1.61 2.68

32(a) Consolidated Earnings per Share (EPS)
Consolidated net profit after tax  1,171,806,155  1,977,849,749 
Weighted average no. of share outstanding  739,156,701  739,156,701 
Consolidated Earnings per Share (EPS) 1.59  2.68 

Note: EPS has been calculated in accordance with BAS 33 «Earnings per Share». Previous year’s figures have been 
restated for the issue of 79,195,360 bonus share during the year.

33 Number of Employees

The number of employees engaged for the entire period who received a total remuneration of BDT 36,000 or above were 1826. 

Break - up of No. of employees as per salary range wise

Range of Salary  No. of Employees 

Tk. 0.00 to Tk. 20,000 27

Tk 20,001  to Tk. 50,000 1,012

Tk. 50,001 to Tk. 1,00,000 704
Tk. 100,001 to Tk. 

2,00,000 200

Tk. 2,00,001 and above 15

Total 1,958

34 Related Party Disclosure (BAS-24)

34.1 Name of Directors and their interest in the Bank and different entities-shown in Annexure - B.
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34.2 Significant contracts where Bank is a party and herein Directors have interest: 

Nature of contract Name of Director and related by Remarks

Lease agreement with Mr. M. S. Ahsan, 
Vice Chairman of the Bank

Mr.M. S. Ahsan
Vice Chairman of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD (P-3)745(44)/2006-3776 
dated 22.11.2006

Lease agreement with Arena Industries 
Ltd. where Mrs. Tazneen Aman, 
Director of the said Company.

Mr. M. Amanullah
Director of the Bank, Husband of Mrs. 
Tazneen Aman

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P- 3)745(44)/2006-3776 
dated 22.11.2006

Lease agreement with Mr. Md. 
Shahabuddin Alam
Director of the Bank

Mr. Md. Shahabuddin Alam
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2009-2706 
dated 29.07.2009

Lease agreement with
Mr. Md. Abdul Hannan
Director of the Bank

Ms. Israt Jahan Wife of
Mr. Md. Abdul Hannan
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2009-4159 
dated 10.11.2009

Lease agreement with
Mr. M. S. Ahsan
Vice Chairman of the Bank

Mr. M. S. Ahsan
Vice Chairman of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 
no.BRPD(P-3)745(44)/2010-313 dated 

31.01.2010
Lease agreement with Mr. Md. Baharul 
Ahsan, Brother of M. S. Ahsan, Vice 
Chairman of the Bank

Mr. M. S. Ahsan
Vice Chairman of the Bank
Brother of Md. Baharul Ahsan

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2010-1814 
dated 06.05.2010

Lease agreement with Mr. Mohd. 
Selim, Director of the Bank

Mr. Mohd. Selim
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2011--3260 
dated 25.08.2011

Lease agreement with
Mr. Alhaj Akram Hossain (Humayun)
Director of the Bank

Mr. Alhaj Akram Hossain (Humayun)
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2011--3455 
dated 25.09.2011

Lease agreement with
Mr. Md. Abdul Hannan
Director of the Bank

Ms. Israt Jahan Wife of
Mr. Md. Abdul Hannan
Director of the Bank

The lease agreement was apporved 
by the Bangladesh Bank vide letter no 
BRPD (P-3)745 (44)/2011-4574 dated 

01.12.2011
Lease Agreement with
Mr. M.S.Ahsan
Vice Chairman of the Bank

Mr. M.S.Ahsan
Vice Chairman of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2010-3888 
dated 20.10.2011

Lease agreement with
Mr. Md. Abdul Hannan
Director of the Bank

Mr. Md. Abdul Hannan
Director of the Bank

The lease agreement was apporved 
by the Bangladesh Bank vide letter no 
BRPD (P-3)745 (44)/2011-4574 dated 

01.12.2011
Lease Agreement with                         
Mr. M. Amanullah
Director of the Bank

Mr. M. Amanullah
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2012-3497 
dated 27.08.2012

Lease agreement with
Mr. Md. Shahabuddin Alam
Director of the Bank

Mr. Md. Shahabuddin Alam
Director of the Bank

The lease agreement was approved 
by the Bangladesh Bank vide its letter 

no.BRPD(P-3)745(44)/2013-1121 
dated 24.10.2013

Lease Agreement with
Mr. Md.Abdul Hannan
Director of the Bank

Mr.  Md. Abdul Hannan
Director of the Bank

The Lease agreement was approved 
by the Bangladesh Bank vide letter 
no.BRPD(P-3)745(44)/2014-5723 

dated 03.09.2014
Lease Agreement with
Mr. A.S.M. Feroz Alam
Vice Chairman of  the Bank

Mr. A.S.M. Feroz Alam
Vice Chairman of  the Bank

The lease agreement was approved 
by the Bangladesh Bank vide letter 
no.BRPD(P-3)745(44)/2014-7245 

dated 10.12.2014
34.3 Shares issued to Directors & Executives without consideration or exercisable at discount: Nil
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34.4 Related Party Transaction:

Transaction with related Party Nature of transaction Amount in taka
Mercantile Bank Securities Limited. Loan (SOD)  5,210,555,797 

34.5 Lending Policies to related Parties :
Lending to related parties is effected as requirements of Section 27 (1) of Bank Companies Act 1991

34.6 Loan and Advances to Directors and their related concern : Nil

34.7 Business other than Banking business with any related concern of the Directors as per Section 18 (2) of Bank 
Companies Act 1991  : Nil                             

34.8 Investments in the Securities of Directors and their related concern : Nil

35 Reconciliation of Inter-Bank/Books of Accounts 
Books of Accounts with regards to inter-bank (in Bangladesh and outside Bangladesh) are reconciled and there are no 
material differences, which may affect the financial statements significantly.

36 LAND UNDER LITIGATION
A Land is included under free hold properties - land  (Note-8), located at Gulshan, Plot # 3, Block # CWN (C), Gulshan 
Avenue, Gulshan, Dhaka-1212, Municipality Holding # 105, Gulshan Avenue, Gulshan.  Area of land is 1 bigha 2 chattaks 
purchased in the  year 2005 for Bank’s own use as per decision of the Board of Directors in its 73rd meeting held on August 
23, 2005. The land is under litigation and possession of the land is yet to be taken. In this connection a provision has been 
made as per Bangladesh Bank’s instruction (Note-12.2).

37 STATEMENT OF LIQUIDITY
The Liquidity Statement has been prepared in accordance with the remaining maturity grouping of the value of the assets 
and liabilities as on December 31, 2014 and under the guidelines of Bangladesh Bank BRPD Circular No.14 dated June 
25,  2003.

38 RESTATEMENTS
Wherever considered necessary, Previous year’s figures have been rearranged for the purpose of comparison with 
current period’s presentation without any impact on the profit and value of assets and liabilities as reported in the Financial 
Statements.

39 Events after the reporting period
As per BAS 10 “Events after the Reporting Period” are those events favorable and unfavorable, that occurs between the 
end of the reporting period and the date when financial statements are authorized for issue. Two types of events can be 
identified:

Those that provide evidence of conditions that existed at the end of the reporting period (adjusting events after balance 
sheet date); and

Those are indicative of conditions that arose after the reporting period (Non-adjusting events after balance sheet date).

(a)  The Board of Directors of the company in its meeting held on 22 April, 2015 approved the financial statements of the 
company for the year ended 31 December 2014 and authorized the same for the issue. The Broad of Directors also 
recommended 10% cash dividend for public shareholders only for the year ended 31 December 2014 subject to 
approval in the next Annual General Meeting.

(b)   There is no other significant event that has occurred between the Balance sheet date and the date when the financial 
statements were authorized for issue by the Board of Directors.

Managing Director and CEO Director Director Chairman

Dated: Dhaka
April 22, 2015
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Annexure-D
Adjustment for Approved Securities HTM:
As on 31 December 2014
As per Bangladesh Bank’s DOS Circular Letter# 5 dated 26 May 2008 all Government Securities holding by scheduled banks 
with effect from 01 July 2008 must be segregated into HTM (Held to Maturity) and HFT ( Held for Trading). HTM securities are to 
be amortized at the end of each year and any increase/ decrease due such amortization is to be adjusted in the changes in equity 
system. HFT securities are to revalued weekly as per Mark to Market method. Any increase/ decrease due to such valuation 
(Mark to Market) can not be taken into Profit & Loss Account until sale or maturity rather the same is to be transferred to Reserve 
for Revaluation Account.

Market Adjustment on Approved Securities HTM
(Amount in BDT)

Balance as on 01 January 2014  59,634,176 

Less : Adjustment due to Bond Maturity  20,951,381 

Add. Adjustment of Amortization of HTM securities  11,025,068 

Balance as on 31 December 2014  49,707,862 

Reserve for Revaluation (for HFT securities)

Balance as on 01 January 2014  103,364,967 
Add adjustment during the year in Mark to market Method on Treasury Bond  439,959,690 
Add adjustment during the year in Mark to market Method on Treasury Bill  33,189,675 
Less adjustment due to sale & Repo Treasury Bond  145,281,743 
Less adjustment due to MTM, sale & Repo Treasury Bill  33,123,537 
Balance as on 31 December 2014  398,109,051 

(Market adjustment on Treasury Bond is reported as per DOS circular no.220 Dated. 08 December 2010.)
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Mercantile Bank Limited
Offshore Banking Unit

Balance Sheet
As on December 31, 2014

Particulars Notes USD  Taka 

Property and Assets:

Cash:
Cash in Hand
Balance with Bangladesh Bank

Balance With other Banks and Financial Institutions

In Bangladesh 3  420,808.98  32,802,060 

Outside Bangladesh

Money at Call and Short Notice:
Investments

Loans and Advances:
Loans, Cash Credit, Overdraft etc. 4  4,273,952.95  333,154,632 
Bills Purchased and Discounted 4  9,548,013.14  744,267,624 

Fixed Assets including Premises, furniture and Fixtures 5  1,864.79  145,360 
Other Assets 6  10,321.18  804,536 
Non-Banking Assets

Total Assets:  14,254,961.04  1,111,174,212 

Liabilities and Capital :

Liabilities:
Borrowings from Other Banks, Financial institutions and Agents 7  12,121,183.76  944,846,274 
Bangladesh Bank and Other Banks in Bangladesh
Outside Bangladesh  2,128,523.16  165,918,380 

Deposit and Other Accounts:
Current Deposits and Other Accounts 8  24.75  1,929 
Fixed Deposits

Other Liabilities 9  5,229.37  407,629 

Total Liabilities  14,254,961.04  1,111,174,212 

Capital/Shareholders’ Equity:
Retained Earnings carried forward from previous year
Surplus in Profit & Loss Account
Total Liabilities and Shareholders’ Equity:  14,254,961.04  1,111,174,212 

USD 1.00 = BDT77.9500



237 annual report 2014

www.mblbd.com

Mercantile Bank Limited
Offshore Banking Unit

Profit and Loss Account
As on December 31, 2014 

Particulars Notes USD  Taka 

Interest Income 10  1,085,877.03  84,644,114 
Less: Interest paid on Deposits, Borrowings etc. 11  629,583.87  49,076,063 
Net Interest Income  456,293.16  35,568,052 
Investment Income 44,573.83 3,474,530
Commision, Exchange and Brokerage 12  42,974.43  3,349,857 
Other Operating Income  1,599.40  124,673 
Total Operating Income 545,440.82 42,217,119

Salary and Allowances 13  36,754.91  2,865,045 
Rent, Taxes, Insurances, Electricity etc.
Postage, Stamps, Telecommunication etc.
Depreciation and repair of Fixed Assets 14  1,079.63  84,157 
Other Expenses 37,834.54 2,949,202
Profit before Provision 507,606.28 39,267,917
Provision against Classified Loans - -
Provision against Unclassified Loans - -
Other Provision - -
Total Provision - -
Total Profit before Taxes 507,606.28 39,267,917
Provision for Taxation - -
Net Profit after Taxation 507,606.28 39,267,917

** Provisions would be calculated with central operation

*** Taxes would be calculated with central operation

USD 1.00 = BDT77.9500
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Mercantile Bank Limited
Offshore Banking Unit

Notes to the Financial Statements
For the Year ended December 31, 2014

1.	 Background Information
Mercantile Bank Limited is operating two Off-shore Banking units as a separate business unit under the Rules 
and Guidelines of Bangladesh Bank as per the permission vide letter no. BRPD(P-3)744(114)/2010-1743 dated 
04/05/2010. The Bank commenced operation of these units from July 04, 2010 at its Gulshan, Dhaka and CEPZ, 
Chittagong Branches.

2.     Significant Accounting Policy
	 2.1  Basis of Accounting:   

The Unit maintains its accounting records in USD form which accounts are prepared according to the Bank 
Companies Act 1991, Bangladesh Financial Reporting Standards (BFRS), Bangladesh Accounting Standards 
(BAS) and other applicable directives issued by Bangladesh Bank.

2.2  Common Expenses: 
a.	 Establishment expenses have not been separately accounted for in the Financial Statements
b.	 Provision for taxation, loans & advances and Off-balance sheet items have not been separately accounted for 

in the Financial Statements
These are accounted for in the central accounts of Mercantile Bank Limited

USD BDT
3 Balance with other Banks and Financial Institutions

In Bangladesh 420,808.98 32,802,060
Outside Bangladesh

    420,808.98     32,802,060

4 Loans & Advances
Loans, Cash credit and Overdraft etc. 4,273,952.95 333,154,632
Bill purchased and discounted 9,548,013.14 744,267,624

13,821,966.09  1,077,422,256

5 Fixed Assets including Premises, Furniture and Fixtures
Software 1,671.28 130,276
Computer, Printer & Peripherals 193.51 15,084

1,864.79 145,360
6 Other Assets

Interest Receivable 10,321.18 804,536

10,321.18 804,536

7 Borrowing from other Banks, Financial Institutions and Agents
In Bangladesh
Head Office, ID 12,121,183.76 944,846,274
Bangladesh Bank 
Outside Bangladesh 2,128,523.16 165,918,380

  14,249,706.92 1,110,764,654
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USD BDT
8 Deposit and Other Accounts:

Current Deposit

Fixed Deposit
Foreign Currency Deposit FCAD (Gen) 24.75 1,929

      24.75        1,929

9 Other Liabilities
Accrued Interest 5,229.37 407,629
Payable to Head Office
Accumulated Depreciation

5,229.37 407,629

10 Interest Income
Interest on Advances 1,085,877.03 84,644,114
Interest on Money at Call and Short Notice
Interest on fund placement with ID, HO
Interest on foreign Currency Balances

1,085,877.03 84,644,114

11 Interest paid on Deposit, Borrowings etc.
Interest on Deposit
Interest on Borrowings 629,583.87 49,076,063
Discount
Interest on REPO

629,583.87 49,076,063

12 Other Income
Investment Income
Commission, Exchange Gain & Brokerage 42,974.43 3,349,857
Other Operating Income/Foreign Correspondence Charge 1,599.40 124,673

44,573.83 3,474,530

13 Salary & Allowances 32,454.84 2,529,855
Provident Fund 1,518.52 118,369
Bonus 2,683.37 209,168
Traveling Expenses (TA/DA) 98.18 7,653

36,754.91 2,865,045

14 Free Hold Properties-Depreciation
Depreciation and repair of Fixed Assets 1,079.63 84,157

1,079.63  84,157    
15 General

Provision will be calculated with the central accounts
Taxes are computed with the central operation
Assets and liabilities have been converted into BDT @ USD1.00 = BDT 77.95
Depreciation of Premises, Furniture and Fixtures has been charged @20% p.a.
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Mercantile Bank Securities Limited
Auditor’s Report and Audited Financial Statement
For the year Ended on 31 December 2014

Auditors’ Report
to the Shareholders of Mercantile Bank Limited 

We have audited the accompanying consolidated financial statements of Mercantile Bank Limited and its subsidiaries, 
(“the Group”) as well as the financial statements of Mercantile Bank Limited (“the Bank”) which comprise the consolidated 
balance sheet and the separate balance Sheet as at 31 December 2014 and the consolidated and separate profit & loss 
accounts, consolidated and separate statements of changes in equity and consolidated and separate cash flow statements 
for the year then ended, and a summary of significant accounting policies and other explanatory notes. 

Management’s Responsibility for the Financial Statements and Internal Controls

Management is responsible for the preparation of consolidated financial statements of the Group and also separate financial 
statements of the Bank that gives a true and fair view in accordance with Bangladesh Financial Reporting Standards (BFRSs) 
as explained in notes and for such internal control as management determines is necessary to enable the preparation 
of consolidated financial statements of the Group and also the separate financial statements of the Bank that are free 
from material misstatement, whether due to fraud and error. The Bank Companies Act, 1991 and the Bangladesh Bank 
Regulations require the Management to ensure effective internal audit, internal control and risk management functions of 
the Bank. The Management is also required to make a self-assessment on the effectiveness of anti-fraud internal controls 
and report to Bangladesh Bank on instances of fraud and forgeries.

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements of the Group and the separate 
financial statements of the Bank based on our audit. We conducted our audit in accordance with Bangladesh Standards 
on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated financial statements of the Group and separate financial statements 
of the Bank are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements of the Group and separate financial statements of the Bank. The procedures selected depend on the 
auditors’ judgment, including the assessment of the risks of material misstatement of the consolidated financial statements 
of the Group and separate financial statements of the Bank, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the entity’s preparation of consolidated financial statements of the Group 
and separate financial statements of the Bank that give a true and fair view in order to design audit procedures that are 
appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements of the Group and also separate financial statements of the Bank.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion the consolidated financial statements of the Group and also separate financial statements of the Bank give a 
true and fair view of the consolidated financial position of the Group and the separate financial position of the Bank as at 31 
December 2014 and of its consolidated and separate financial performance and its consolidated and separate cash flows 
for the year then ended in accordance with Bangladesh Financial Reporting Standards as explained in notes.

Report on Other Legal and Regulatory Requirements

In accordance with the Companies Act 1994, Securities and Exchange Rules 1987, the Bank Company Act, 1991 and the 
rules and regulations issued by the Bangladesh Bank, we also report the following:

a.	 we have obtained all the information and explanation which to the best of our knowledge and belief were necessary 
for the purpose of our audit and made due verification thereof;

b.	 to the extent noted during the course of our audit work performed on the basis stated under the Auditors’ Responsibility 
section in forming the above opinion on the consolidated financial statements of the Group and the financial statements 
of the Bank and considering the reports of the Management to Bangladesh Bank on anti-fraud internal controls and 
instances of fraud and forgeries as stated under the Management’s Responsibility for the Financial Statements and 
Internal Control:
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i.	 Internal audit, internal control and risk management arrangements of the Group and the Bank, as disclosed in note 
2.10 of the financial statements.  appeared to be materially adequate;

ii.	 Nothing has come to our attention regarding material instances of forgery or irregularity or administrative error and 
exception or anything detrimental committed by employees of the Bank and its related entities .

c.	 financial statements of subsidiary companies of the Bank namely Mercantile Bank Securities Limited  have been 
audited by K.M.Hasan & Co., Chartered Accountants and Mercantile Exchange House (UK) Limited has been audited 
by Jahan & Co., Chartered Management Accountants have been properly reflected in the consolidated financial 
statements;

d.	 in our opinion, proper books of account as required by law have been kept by the Group and the Bank so far as it 
appeared from our examination of those books;

e.	 the consolidated balance sheet and consolidated profit and loss account of the Group and the separate balance sheet 
and separate profit and loss account of the Bank dealt with by the report are in agreement with the books of account;

f.	 the expenditure incurred was for the purposes of the Bank’s business;

g.	 the consolidated financial statements of the Group and the separate financial statements of the Bank have been drawn 
up in conformity with prevailing rules, regulations and Bangladesh Financial Reporting Standards as explained in 
notes as well as with related guidance , circulars issued by Bangladesh Bank;

h.	 adequate provisions have been made for loans and advances which are, in our opinion, doubtful of recovery;

i.	 the records and statements submitted by the branches have been properly maintained and consolidated in the financial 
statements;

j.	 the information and explanation required by us have been received and found satisfactory; and

k.	 we have reviewed over 80% of the risk weighted assets of the Bank and we have spent around 5,620 person hours for 
the audit of the books and accounts of the Bank.

Dated: Dhaka
January 24, 2015

K. M. Hasan & Co.
Chartered Accountants
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Mercantile Bank Securities Limited
Statement of Financial Position 

As on December 31, 2014 

Particulars Notes
Amount in Taka

2014 2013
ASSETS

Non Current Assets

Property, Plant and Equipment 3  24,898,011  28,535,970 
Investment in Share with TRE

Dhaka Stock Exchange Ltd.  650,000,000  650,000,000 
Chittagong Stock Exchange Ltd.  180,000,000  180,000,000 

8,30,000,000 8,30,000,000
 854,898,011  858,535,970 

Current Assets

Receivable from Client 4  5,210,555,797  4,441,614,400 
Receivable from DSE & CSE  4,739,269  10,175,638 
Advance, Deposit & Prepayment 5  91,315,134  47,600,683 
Advance Income Tax 6  54,498,349  19,592,452 
Cash and Bank Balances 7  72,423,747  9,419,810 
Mbsl  A/C Ipo  1,463,392  - 
Total Current Assets  5,434,995,688  4,528,402,983 
Total Assets  6,289,893,699  5,386,938,953 

EQUITY AND LIABILITIES

Share Capital  650,000,000  650,000,000 
Retained Earnings 34,334,617  33,771,264 
Total Equity 684,334,617  683,771,264 

Liabilities

Borrowing from Banks 8  4,987,315,265  4,508,533,492 

Current Liabilities

Payable to Clients 9  64,461,160  60,033,345 
Other Liabilities 10 33,276,925 23,187,404
Payable to DSE  -  - 
Provision for Tax 11 520,505,732 111,413,448
Total Current Liabilities 618,243,817  194,634,197 
Total Liabilities 5,605,559,082  4,703,167,689 
Total Equity and Liabilities  6,289,893,699  5,386,938,953 

K. M. Hasan & Co.
Chartered Accountants

Chief Executive Officer
Signed in terms of our report of even date annexed

Vice Chairman Chairman

Dated: Dhaka
January 24, 2015
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Mercantile Bank Securities Limited
Statement of Comprehensive Income

For the year ended December 31, 2014

Particulars Notes Amount in Taka
2014 2013

Operating Income 12  514,108,291  752,634,231 

Less: Operating Expenses 13  466,085,780  625,432,578 
Gross Profit  48,022,511  127,201,653 

Less: Administrative and General Expenses 14  36,952,731  45,917,543 
Operating Profit  11,069,780  81,284,110 

Add: Other Income 15  5,474,094  3,512,842 
Profit Before Provision  16,543,874  84,796,952 

Less: Provision for margin loans 16  6,000,000  67,500,000 
Profit Before Tax  10,543,874  17,296,952 
Less: Provision for Tax 17 10,089,521  6,641,207 
Net Profit after Tax 454,353 10,655,745 

The annxed notes form an integral part of these financial statements

K. M. Hasan & Co.
Chartered Accountants

Chief Executive Officer
Signed in terms of our report of even date annexed

Vice Chairman Chairman

Dated: Dhaka
January 24, 2015
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Mercantile Bank Securities Limited
Statement of Cash Flows

As on December 31, 2014 

Amount in Taka
2014 2013

A. Cash flows from operating activities:

Net profit before tax  10,543,874  17,296,952 
Adjustment for :
Last year Adjustment  109,000 
Depreciation  4,196,949  4,953,460 
Cash generated from operating activities before changes in operating assets and liabilities  14,849,823  22,250,412 

Increase / (Decrease) in Operating Liabilities
Payable to clients  4,427,815  18,475,577 
Other Liabilities  409,092,284  100,481,887 

(Increase) / Decrease in Operating Assets
Receivable from DSE  5,436,369  (9,745,977)
Receivable from client  (768,941,397)  (594,263,279)
MBSL IPO a/c  (1,463,392)
Advance Income Tax  (34,905,896)  (9,234,668)
Advance,Deposit & Prepayment  (43,714,451)  (41,826,020)

(430,068,668)  (536,112,480)
Net cash used in Operating activities (415,218,846)  (513,862,068)

B. Cash flows from Investing activities:

Purchase of Property,Plant & Equipment  (965,185)  (38,500)
Disposal of Property,Plant & Equipment  406,196  1,816,080 
Net cash used in Investing activities  (558,989)  1,777,580 

C. Cash flows from Financing activities:
Proceeds from Long Term Borrowing  478,781,774  434,599,504 
Net cash flow from financing activities  478,781,774  434,599,504 

Net surplus / (deficit) in cash & bank balance for the year (A+B+C)  63,003,936  (77,484,984)

Cash & Bank Balance at the beginning of the year  9,419,810  86,904,795 
Cash & Bank Balance at the end of the year (*)  72,423,747  9,419,810 

(*) Cash & Bank Balance :
Cash in hand  45,567  48,066 
Cash at Bank  72,378,180  9,371,744 

 72,423,747  9,419,810 

K. M. Hasan & Co.
Chartered Accountants

Chief Executive Officer
Signed in terms of our report of even date annexed

Vice Chairman Chairman

Dated: Dhaka
January 24, 2015

Statement of Changes in  Equity
For the year ended December 31, 2014

Amount in Taka
Particulars Share Capital Retained Earnings Total

Balance as at 01 January 2014  650,000,000  33,771,264  683,771,264 
Previous year’s adjustment  - 109,000 109,000
Net profit for the year - 454,353 454,353
Balance as at 31 December 2014  650,000,000 34,334,617 684,334,617
Balance as at 01 January 2013  650,000,000 23,115,519 673,115,519
Net profit for the year - 10,665,745 10,665,745
Balance as at 31 December 2013  650,000,000  33,771,264  683,771,264 
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Mercantile Bank Securities Limited
Notes to the Financial Statements 

For the year ended December 31, 2014
1. Background Information:

Marcantile Bank Securities Limited was established on 27 June 2010 to facilitate development of sound capital 
market and to provide higher, better and diversified services to a wide range of customer. MBSL is offering high 
quality products and services at a competitive rate.

Marcantile Bank Securities Limited offers full-fledged international standard brokerage service with margin loan 
facility. MBSL is also a full service Depository Participant (DP) of central Depository Bangladesh Limited (CDBL). 
The brokerage service is designed to provide customer with necessary support and profitability in the stock market. 
The main objective of the Mercantile Bank Securities Limited is to act as a full- fledged high standard brokerage 
service with margin facility services. The company obtained DSE Membership on 04 september 2011 and CSE 
Membership on 25 september 2011 and started operation since 14 september 2011.

2. Significant Accounting Policies:

2.1 Basis of Accounting 

The financial statements of the Marcantile Bank Securities Limited have been prepared applying accrual basis 
of accunting under the historical cost convention in accordance with Bangladesh Financial Reporting Standards.

2.2 Property, Plant & Equipment and Depreciation

PPE are stated in the financial statements at cost less accumulated depreciation. Depreciation is charged on 
assets at the following rates & methods for the full year irrespective of their date of purchase:

Name Of Assets Rate of Depreciation Method

Vehicles 20% Straight line

Office Equipment &Machinaries 20% Reducing Balance

Furniture &Fixtures 10% Reducing Balance

Books 20% Reducing Balance

2.3 Revenue Recognition:

Revenue is recognised only when it is probable that the economic benefits associated with the transaction will flow 
to the company.Revenue during the year are recognised as follows:

(i)  Brokerage commission is recognised as income  when selling or buying  order is executed;
(ii) Interest income on STD account is recognised when respective banks credited the interest  to the company’s  
account 
(iii) Interest income from margin loan is calculated quarterly. 

2.4 General

i. Figures appearing in these accounts have been rounded off to the nearest Taka.

ii. Previous year’s figures have  been re-arranged  where necessary to  conform to  current  year’s financial 
presentation.
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Mercantile Bank Securities Limited
Notes to the Financial Statements 

For the year ended December 31, 2014
Amount in Taka

2014 2013
3. Property, Plant and Equipment

A. Cost

Opening balance  42,515,408  44,292,988 
Add: Addition during the period  965,185  38,500 

 43,480,593  44,331,488 
Less: Adjustment  406,196  1,816,080 

 43,074,397  42,515,408 

B. Accumulated depreciation

Opening balance  13,979,438  9,025,978 
Add: Charged during the period  4,196,949  4,953,460 

 18,176,387  13,979,438 
C. Written Down Value (A-B)  24,898,011  28,535,970 
A schedule of Property, Plant and Equipment is given in Annexure-A.
The Company has not maintained Fixed Assets Register as required by sec-18 (i) (c) of the companies Act, 1994 and also 
not carried physically inventory of the Fixed Assets as on December 31, 2014

4. Receivable from clients
General Client  371,912  413,918 
Margin Client  5,210,183,885  441,200,483 

 5,210,555,797  441,614,401 
5. Advance, Deposit & Prepayment

Advanced Rent  1,042,550  2,477,350 
Other advance  91,000  - 
Prepaid Expenses (LFA)  4,000  - 
Prepaid Expenses (Furniture Allowance)  109,334  94,333 
Investment in dealer A/C  90,000,000  45,000,000 
Printing Stationery  68,250  - 
Security Deposite  -  29,000 

 91,315,134  47,600,683 
6. Advance Income Tax

Opening Balance  19,592,452  10,357,784 
Add: Advance Tax Paid for the year 2014-15 20,000,000 -

39,592,452  10,357,784 
Add: Tax deducted at source during the year 10,311,539 6,641,207

49,903,991 16,998,991
Add: Tax deducted at source againest cash devident 4,594,358 2,593,461
Closing Balance  54,498,349  19,592,452 

7. Cash and Bank Balance
Cash in Hand  45,567  48,066 
Cash at Bank (Note: 7.1)  72,378,180  9,371,744 

 72,423,747  9,419,810 
7.1 Cash at Bank

Name of Bank Account No.
Mercantile Bank Ltd.,Main Branch (Income exp A/C) 0101-13100002230  8,679,302  658,330 
One Bank Ltd.,Principal Branch (SND A/C) 0013-000000616  11,936,160  3,921,159 
Mercantile Bank Ltd.,Main Branch (MBSL cons Cust,SND) 0101-13100002437  51,762,718  4,787,255 
Modhumoti Bank Ltd. Motijheel Branch (Current A/C) 1101-11100000085  -  5,000 

 72,378,180  9,371,744 
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Mercantile Bank Securities Limited
Notes to the Financial Statements 

For the year ended December 31, 2014

Amount in Taka
2014 2013

8. Borrowing from Banks
MBL Loan  4,878,988,250  4,508,533,492 
The Farmers Bank ltd.  3,279,338  - 
Modhumoti Bank Ltd.  105,047,677  - 

 4,987,315,265  4,508,533,492 

9. Payable to Clients
General Client  50,684,372  37,023,405 
Margin Client  13,776,788  23,009,940 

 64,461,160  60,033,345 

10. Provision for Tax
Opening Balance  23,187,404  16,546,197 
Add: Provision made during the period (TDS) 10,089,521  6,641,207 
Closing Balance 33,276,925  23,187,404 

11. Other Liabilities
Sundry Deposit  447,024  1,314,157 
Income Tax on Rent  7,600 
Vat on Rent  19,200 
CDBL Charges (A/C opening & M Chg)  1,405,148 
Provision for Audit fee  25,000  28,750 
Provision for Margin Loan  82,391,361  77,113,367 
Provision for CDBL charges  604,800 
DSE Clearing A/c
Interest Suspense A/C  434,551,399  32,243,375 
Other Provision  109,000 
IPO Application (IPO)  1,659,000  - 

 520,505,732  111,413,449 

12. Operating Income
Brokerage Commission DSE & CSE  77,083,009  52,114,626 
Account Opening Fee  237,300  207,301 
Interest on Margin Loan  426,656,683  684,937,050 
Account Closing Fee  41,779  47,170 
IPO Commission  2,241  - 
Income From Investment Dealer A/C  10,000,000  - 
Interest Charge On Cash Client  87,279 
Service Charge on margin loan  -  15,328,084 

 514,108,291  752,634,231 

13. Operating Expenses
Howla Charge DSE & CSE  795,778.00  639,828.00 
Laga Charge DSE & CSE  4,039,881.62  2,655,134.00 
CDBL Charges  4,943,713.00  1,550,585.00 
Audit Fees  28,750.00  28,750.00 
Directors Fee  490,000.00  730,000.00 
Bank Charges  55,939.00  101,883.00 
Interest on MBL & Farmers bank Loan  A/c & Modhumoti Bank  451,359,769.71  614,097,904.00 
Other Operating Expenses  174,999.98  675,034.00 
Depreciation **  4,196,949.00  4,953,460.00 

 466,085,780  625,432,578 
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Mercantile Bank Securities Limited
Notes to the Financial Statements 

For the year ended December 31, 2014

Amount in Taka
2014 2013

14. Administrative and General Expenses
Salaries & Allowances (Note: 14.1)  23,250,865  30,394,856 
Rent, Taxes, VAT, Insurances, Electricity etc.  7,398,044  5,238,809 
Postage, Stamps, Telecommunication etc.  2,045,597  2,398,401 
Printing & Stationery  285,265  347,383 
Repairs and Maintenances  510,049  877,706 
Security & Cleaner  1,986,147  3,760,582 
Legal Fees  34,500  243,668 
VAT Expenses  -  18,558 
Miscellenious  107,851  760,930 
Refreshment  812,891  1,096,397 
Utility Expenses  198,221  90,884 
Fuel Costs  49,411  341,661 
Travel Expenses  273,890  347,709 

 36,952,731  45,917,543 

14.1 Salaries & Allowances
Basic Salary 9,433,616  11,716,145 
Bonus 2,479,350  2,210,950 
Car Allowances 0  385,000 
House Rent 3,249,540  4,940,400 
Conveyance Allowances 1,156,000  1,404,267 
Medical Allowances 2,108,767  3,510,466 
House maintenance Allowances 1,352,933  1,495,733 
Utilities Allowance 1,341,933  1,495,733 
PF Contribution 615,694  1,043,664 
Furniture Allowance 23,999  195,230 
Leave Fare Assistance 1,489,033  1,997,268 

 23,250,865  30,394,856 

15. Other Income
Bank Interest 5,217,993  2,465,271 
Miscellaneous Earnings 136,101  107,971 
Office Rent Income 120,000  939,600 

 5,474,094  3,512,842 

16. Provision for margin loans
The market value of shares of the client account having negative equity stood at Tk. 2,454,261,333 as on December 
31, 2014 against outstanding loan amount of Tk. 4,648,271,385 leaving equity erosio of Tk. 2,194,010,054. If the 
market price of the shares goes up in future this equity erosion will be reduced.

The Bangladesh Securities and Exchange Commission vide its Instruction no. SEC/CMRRCD/2009-193/166 dated 
12 January 2015 allowed the stock broker to provide the loss on margin loan in 5 quarters in equal amount (20%) 
beginning from December 2014 to December 2015. However, an amount of Tk. 82,391,361 has been provided in 
the books of account up to December 31, 2014 for above erosion including provision of Tk. 6,000,000 made during 
the year. In addition the company has also transferred Tk. 434,551,399 being interest on margin loan to interest 
suspense account as mentioned under Note - 11.
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Mercantile Bank Securities Limited
Notes to the Financial Statements 

For the year ended December 31, 2014

Amount in Taka
2014 2013

17. Provision for Tax

TDS final settlement 82@  10,060,121 
Office Rent Income  120,000 
Less: Repair & maintenance 30%  36,000 

 84,000  29,400 
 10,089,521 

18 Investment in DSE Shares and TREC

(a) As per the provision of the Exchange Demutualization Act, 2013 and in accordance with the Bangladesh 
Securities and Exchange Commission (BSEC) approved Demutualization Scheme, Dhaka Stock Exchange 
allotted 7,215,106 ordinary shares of Taka 10 each and Trading Right Entitlement Certificate (TREC) in favor 
of the company against the membership of DSE. Out of the total 7,215,106 Shares of DSE transferred and 
credited 2,886,042 shares directly to Company’s BO Account and rest 4,329,064 share were credited to the 
Demutualization Blocked Account maintained by the DSE.

(b) As per the provision of the Exchange Demutualization Act, 2013 and in accordance with the Bangladesh 
Securities and Exchange Commission (BSEC) approved Demutualization Scheme, Chittagong Stock 
Exchange allotted 4,287,330 ordinary shares of Taka 10 each and Trading Right Entitlement Certificate 
(TREC) in favor of the company against the membership of CSE. Out of the total 4,287,330 Shares of CSE 
transferred and credited 1,714,932 shares directly to Company’s BO Account and rest 2,572,398 share were 
credited to the Demutualization Blocked Account maintained by the CSE.

19. Events after the reporting period

i) The Board of Directors in its meeting held on January 24, 2015 approved the financial statements of the 
company for the year ended December 31, 2014 and authorized the same for issue.

ii) No material events occurred after the date of statement of financial position, non-disclosure of which could 
affect the ability of the users of these financial statements to make appropriate evaluation.

Chief Executive Officer Vice Chairman Chairman

K. M. HASAN & Co.
 Chartered Accountants 

Dhaka Bangladesh 
Date : January 24, 2015
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Mercantile Exchange House (UK) Limited
Directors’ Report

For the year ended December 31, 2014 

The directors present their report and accounts for the year ended 31 December 2014

PRINCIPAL ACTIVITIES

The principal activity of the company in the year under review was MONEY REMITTANCE.

DIRECTORS

The directors who served during the year were as follows:
MORSHED ALAM
AKRAM HOSSAIN
MOHAMMED EHSANUL HAQUE

DIRECTORS RESPONSIBILITIES

The directors are responsible for preparing the Directors’ Report and the financial statements in accordance with applicable 
law and regulations. 

Company law requires the directors to prepare financial statements for each financial year under that law they have elected 
to prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accept-
ed Accounting Practice). 

The financial statements are required by law to give a true and fair view of the state of affairs of the company and of the 
profit or loss for that period.

POLITICAL AND CHARITABLE CONTRIBUTIONS

During the year, the company made no donations exceeding £2000.

The report of the directors has been prepared in accordance with the special provisions within Part 15 of the Companies 
Act 2006. 

This report was approved by the board on 29 January 2015.

Mohammed Ehsanul Haque
Director
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Mercantile Exchange House (UK) Limited
Accountants’ Report To The Board Of Directors On The Unaudited Accounts

Of Mercantile Exchange House (Uk) Limited, For The Year Ended 31 
December 2014

In order to assist you to fulfill your duties under the Companies Act 2006, we have prepared for your approval the accounts 
of MERCANTILE EXCHANGE HOUSE (UK) LIMITED for the year ended 31 December 2014 as set out on pages 5 to 10 
from the company’s accounting records and from information and explanations you have given us.

As a practicing member of the Chartered Institute of Management Accountants (CIMA), we are subject to its ethical and 
other professional requirements which are detailed on their website.

This report is made solely to the Board of Directors of MERCANTILE EXCHANGE HOUSE (UK) LIMITED, as a body, in ac-
cordance with the terms of our engagement letter dated. Our work has been undertaken solely to prepare for your approval 
the accounts of MERCANTILE EXCHANGE HOUSE (UK) LIMITED and state those matters that we have agreed to state 
to the Board of Directors of MERCANTILE EXCHANGE HOUSE (UK) LIMITED, as a body, in this report, in accordance 
with the requirements of the Chartered Institute of Management Accountants (CIMA) as detailed on their website. To the 
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than MERCANTILE EXCHANGE 
HOUSE (UK) LIMITED and its Board of Directors as a body for our work or for this report.

It is your duty to ensure that MERCANTILE EXCHANGE HOUSE (UK) LIMITED has kept adequate accounting records 
and to prepare statutory accounts that give a true and fair view of the assets, liabilities, financial position and profitability of 
MERCANTILE EXCHANGE HOUSE (UK) LIMITED.

We have not been instructed to carry out an audit or a review of the accounts of MERCANTILE EXCHANGE HOUSE (UK) 
LIMITED, verified the accuracy or completeness of the accounting records or information and explanations you have given 
to us and we do not, therefore, express any opinion on the statutory accounts.

Jahan & Co.
Chartered Management Accountants
22 Osborn Street
London, E1 6TD

Date : January 29, 2015



256annual report 2014

Mercantile Exchange House (UK) Limited
Profit And Loss Account

For the year Ended December 31, 2014 

Particulars Note
2014 2013

£ £

TURNOVER 2  77,520  217,101 
GROSS PROFIT  77,520  217,101 
Distribution costs  (8,967)  (5,640)
Administrative expenses  (233,110)  (323,858)
Other operating incom  26,226  24,378 
OPERATING LOSS 3  (138,331)  (88,019)
LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION  (138,331)  (88,019)
LOSS ON ORDINARY ACTIVITIES AFTER TAXATION  (138,331)  (88,019)
LOSS FOR THE FINANCIAL YEAR  (138,331)  (88,019)

For the year ending 31 December 2014 the company was entitled to exemption under section 477 of the Companies Act 
2006 relating to small companies.
The members have not required the company to obtain an audit in accordance with section 476 of the Companies Act 
2006. The directors acknowledge their responsibilities for complying with the requirements of the Act with respect to 
accounting records and the preparation of accounts.
These accounts have been prepared in accordance with the provisions applicable to companies subject to the small 
companies regime.
Approved by the board on January 29, 2015 and signed on their behalf by

Mohammed Ehsanul Haque
Director

Mercantile Exchange House (UK) Limited
Balance Sheet

AS AT 31 DECEMBER 2014

Particulars Note
2014 2013

£ £
FIXED ASSETS
Tangible assets 5  51,159  89,851 
CURRENT ASSETS
Debtors (amounts falling due within one year) 6  152,024  98,497 
Debtors (amounts falling due after more than one year) 6  9,900  9,900 
Cash at bank and in hand  1,697  132 

 163,621  108,529 
CREDITORS: Amounts falling due within one year 7  208,823  94,092 

 (45,202)  (45,202)  14,437  14,437 
NET CURRENT (LIABILITIES) / ASSETS  5,957  104,288 
TOTAL ASSETS LESS CURRENT LIABILITIES 
CREDITORS: Amounts falling due after more than one year 8  340,000  300,000 
NET LIABILITIES (334,043) (195,712)
CAPITAL AND RESERVES
Called up share capital 9  1  1 
Profit and loss account 10 (334,044) (195,713)
SHAREHOLDERS’ FUNDS (334,043) (195,712)
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Mercantile Exchange House (UK) Limited
Notes To The Accounts

AS AT 31 DECEMBER 2014 

1. ACCOUNTING POLICIES

1a. Basis Of Accounting

The accounts have been prepared under the historical cost convention and in accordance with the Financial 
Reporting Standard for Smaller Entities (effective April 2008).

1b. Cash Flow Statement

The Company is exempt from including a statement of cash flows in its accounts in accordance with Financial 
Reporting Standard for Smaller Entities (effective April 2008).

1c. Depreciation

Depreciation has been provided at the following rates in order to write off the assets over their estimated useful 
lives. Fixtures and Fittings reducing balance 5%.

1d. Turnover

Turnover represents the invoiced value of goods and services supplied by the company, net of value added tax 
and trade discounts.

2. TURNOVER

The turnover and pre-tax result is attributable to MONEY REMITTANCE.

2014 2013
£ £

Commissions  77,520  217,101 
 77,520  217,101 

3. OPERATING PROFIT

Operating Profit is stated after charging  -  - 
Depreciation  2,475  4,360 

 2,475  4,360 

4. TAX ON ORDINARY ACTIVITIES
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Mercantile Exchange House (UK) Limited
Notes The Financial Statement

AS AT 31 DECEMBER 2014 

Particulars Land and 
Buildings

Fixtures and 
Fittings Total - 2014

5. TANGIBLE FIXED ASSETS
Cost
At 1 January 2014  6,992  91,716  98,708 
Disposals  (2,894)  (40,464)  (43,358)
At 31 December 2014  4,098  51,252  55,350 
Depreciation
At 1 January 2014  -  8,857  8,857 
Disposals  -  (7,143)  (7,143)
For the year  -  2,477  2,477 
At 31 December 2014  -  4,191  4,191 
Net Book Amounts
At 31 December 2014  4,098  47,061  51,159 
At 31 December 2013  6,992  82,859  89,851 

2014 2013
£ £

6. DEBTORS

Amounts falling due within one year:
Other debtors  152,024  98,497 

 152,024  98,497 
Amounts falling due after more than one year:
Long term debtor  9,900  9,900 

 9,900  9,900 

7. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank loans and overdrafts  -  201 
TT Payable  200,903  79,165 
Taxation and social security  2,333  6,383 
Other creditors  5,587  8,343 

 208,823  94,092 

8. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

Amounts owed to group undertakings  340,000  300,000 
(Mercantile Bank Bangladesh)  340,000  300,000 

9. SHARE CAPITAL

Allotted, issued and fully paid:
1 Ordinary shares of £ 1 each 1 1  1  1 

 1  1 
10. PROFIT AND LOSS RESERVE

Opening balance  (195,713)  (107,694)
Loss for the year  (138,331)  (88,019)

 (334,044)  (195,713)






