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Independent Auditors’ Report -
To the Shareholders of The Security Printing Corporation (Bangladesh) Limited

Qualified Opinion

We have audited the financial statements of The Security Printing Corporation (Bangladesh) Limited (the
Company), which comprise the statement of financial position as at 30 June 2019, and the statement of
profit or loss and other comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of significant
accounting policies.

In our opinion, except for the effects of the matters described in the Basis for Qualified Opinion section
of our report, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 30 June 2019, and its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards (IFRSs).

Basis for Qualified Opinion

1. In note # 4 to the financial statements, the Company reported Property, Plant and Equipment (PPE)
amounting to Tk. 8,718,952,729 (Tk. 6,826,308,807 in 2017-18) which inter-alia includes Machinery
amounting to Tk. 4,625,514,884. During our audit of machinery, we found the following accounting
irregularities with regard to recognition and measurement of the assets:

(a) The machinery of the Company inter-alia includes an item named ‘Delfex’, having carrying value
of Tk. 49,823,854 as on 30 June 2019. The Company has not been using the machine since 09
April 2017 due to some technical problems. This is an indication of impairment in accordance
with para 12 of IAS 36: Impairment of Assets. However, the Company has not assessed the said
asset’s recoverable value as on 30 June 2019 and hence no impairment loss (probale) has been
recognized as on 30 june 2019. This is a non-compliance of IAS 36.

(b

During the year, the Company transferred two machinery items (namely “Three color/unit S.F.
Rotary numbering machine” and “Eight color/unit dry & wet offset machine”) from ‘Machinery
in Transit’, capitalized the said assets as a part of PPE and charged depreciation amounting to Tk.
106,298,915 for the year 2018-19. However, the said assets met the recognition criteria of PPE
as per para 7 of IAS 16 during the years 2015-16 and 2016-17 respectively. Due to delayed
capitalization of the assets, the Company did not recognize depreciation amounting to
Tk.197,990,851 on such assets for the financial years from 2015-16 to 2017-18. Had the said
assets been recognized properly, the carrying value of Property, Plant and Equipment would
have decreased by Tk.197,990,851, and the equity of the Company would have decresed
accordingly. -

2. In Note # 6 to the financial statements, the Company reported Machinery in Transit amounting to
Tk. 442,919,647 which inter-alia includes two machinery items (namely Sheet Fed Screen Printing
Machine and Sheet Fed Numbering Machine which have carrying values ‘amounting to Tk.
437,279,540 and Tk. 4,147,272 respectively as on 30 June 2019). Sheet Fed Screen Printing Machine




Company has not been using the same as this would increase the unit production cost against the
orders for banknotes of current specifications from Bangladesh Bank. We are of the impression that
Bangladesh Bank does not have a plan to produce banknotes for which the machine can be used in
the forseeable future. This is an indication of impairment in accordance with para 12 of IAS 36:
Impairment of Assets. However, the Company has made no assessment of the said asset’s
recoverable value as on 30 June 2019, and hence no impairment loss (probable) has been recognized
as on 30 june 2019. This is a non-compliance of IAS 36.

In addition, the Company has been using Sheet Fed Numbering Machine and it satisfied the
recognition criteria of PPE in accordance with para 7 of IAS 16: Property, Plant and Equipment during
the financial year 2017-18. However, the Company is yet to transfer the carrying amount of the said
asset from ‘Machinery in Transit’ to ‘PPE’. Had the said assets been recognized following the IAS 16,
depreciation would have increased by Tk. 207,364 and carrying value of PPE decreased by the same
amount with consequestial decrease in equity of the Company.

In note # 9 to the financial statements, the Company disclosed “Inventories” amounting to Tk.
2,121,187,308 which inter-alia includes Tk. 15,701,928 of “National Savings Bond Paper” at cost. The
Company stopped printing savings certificates on receipt of letter no. 08.04.0000.101.84.120.14/603
dated 07 April 2019 from the Directorate of National Savings through which the Directorate
temporarily stopped the work orders for printing of all savings certificates. This was because the
savings certificates have recently been made scriptless under the online system. It is most likely that
due to the nature of the said papers, these would be of no use to the Company, except for printing
savings certificates. '

But the Company did not assess the realizable value of the raw materials inventory of these National
Savings Bond Paper as on 30 June 2019, and hence no write-down of the inventory item to its net
realizable value has been made. This is a non-compliance of IAS 2.

Our above view is also supported by the disclosure given under note # 9.05.02, whereby the
management expressed the reason for charging the value of year-end work-in process amounting to
Tk. 5,955,979 related to these National Saving Bond Paper to the cost of sales, instead of carrying
the same as a part of inventories.

The Company calculated the required amount of Gratuity Fund to be Tk. 1,937,501,312 on the
assumption that all empoyees would retire or leave the Company as on 30 June 2019. But as per the
Gratutiry Fund management, the total invetsments including cash in hand amount to Tk.
1,794,799,534 as on 30 June 2019. Hence, there is a shortfall of Tk. 142,701,778 as on 30 June 2019,
on the basis of liability computation as mentioned above. As disclosed in Note # 18.01, the Company
has a liability (created out of provision for gratuity) of Tk. 253,927,412 to Gratuity Fund as on 30
June 2019. If this liability amount is settled and added with the above Gratuity Fund Investments
balance of Tk. 1,794,799,534, the amount comes to Tk. 2,048,726,946, resulting in an excess of
contribution by the Company to the Gratuity Fund amounting to Tk. 111,225,634 upto 3‘0 June 2019.

The basis followed does not comply with the provision of International Accounting Standard (IAS) 19
which requires actuarial valuation. It is prudent to have actuarial valuation by a qualified
professional actuary at least once in every 3-5 years in order to avoid any under or over provision of
gratuity fund.




5. The Company in its Statement of Cash Flows disclosed inter-alia two items namely ‘Transfer of FDR
Investment from Cash & Cash Equivalents to Investments’ and ‘Adjustment of General Investment’
amounting to Tk. 1,157,016,295 (cash outflow) and Tk. 1,217,177,004 (cash inflow) respectively.
However, these amounts represent non-cash adjustments and therefore do not constitute as cash
flows as per para 43 of IAS 7: Statement of Cash Flows. Moreover, the Company disclosed cash
inflows from ‘Interest Received from FDR’ amounting to Tk. 375,852,710, which could not be
confirmed due to unavailability of adequate evidential supporting documentation. Due to the above
reasons and consequential effects thereof, we could not confirm the accuracy of the Statement of
Cash Flows.

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

Emphasis of Matters
Without qualifying our opinion, we draw attention to the following matters:

1. In Note# 3.01 (b) to the financial statements, the Company inter-alia disclosed its policy for
computing depreciation on non-current assets acquired during the year. Such policy of charging
depreciation for six months in the year of acquisition is a non-compliance with para 55 of
International Accounting Standard-16, which requires that the depreciation is to be charged from
the date the non-current asset is made available for use.

2. In note # 12 to the financial statements, the Company disclosed the basis of interest rates at which
new FDRs or renewal of existing FDRs have been made from 11 September 2018 onward.

3. In Note # 20.02.01 ‘payable to local suppliers/ contractors’ to the financial statements, the Company
disclosed the details with respect to the procurement of MICR machine and consumable items from
Xerox India Limited through local supplier, International Office Equipment (IOE).

Other Matters

1. The Company did not maintain VAT related documentation as prescribed by Rule 22 of the VAT Act
1991 including Mushak-16, Mushak-17, Mushak-18 and Mushak-19 and did not submit Mushak-19
as required by Rule-24 of the VAT Act 1991.




2. The financial statements of the Company for the period from 01 July 2017 to 30 June 2018 were
audited by ACNABIN Chartered Accountants and Syful Shamsul Alam & Co. Chartered Accountants
who expressed a modified opinion on those statements on 31 July 2018.

Responsibilities of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs, the Companies Act 1994 and other applicable laws and regulations, and for such
internal control as management determines is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

“Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain
professional skepticism throughout the audit. We also:

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

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

o Evaluated the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Concluded on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company’s ability to
continue as a going concern. If we concluded that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial statements




if such disclosures are inadequate, to modify our opinion. Our conclusions were based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as a going concern.

Evaluated the overall presentation, structure and content of the Company’ financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

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

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

Report on Other Legal and Regulatory Requirements

We also report that:

a)

b)

<)

we have obtained all the material information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit and made due verification
thereof;

in our opinion, proper books of accounts as required by law have been kept by the Company so
far as it appeared from our examination of these books; and

the statement of financial position and statement of profit or loss account together with the
annexed notes dealt with by the report are in agreement with the books of accounts and
returns.

\N\‘J'JSS Pavinua | W

MABS & J Partners ACNABIN
Chartered Accountants Chartered Accountants
31 July 2019

Dhaka



MABS J Partners ACNABIN
Chartered Accountants Chartered Accountants

The Security Printing Corporation (Bangladesh) Limited
Statement of Financial Position

As at 30 June 2019
Amount in Taka
Notes
30June 2019 ][ 30June 2018

Assets
Non-current assets
Property, plant and equipment 4.00 8,718,952,729 6,826,308,807
Capital work in progress 5.00 17,940,139 -
Machinery in Transit 6.00 442,919,647 2,011,770,732
Investment 7.00 4,840,280,242 4,362,138,671
Long term Security Deposits 8.00 4,135,837 4,135,837

14,024,228,594 13,204,354,046
Current assets
Inventories 9.00 2,121,187,308 3,906,292,715
Trade and other receivables 10.00 2,385,907,056 2,280,234,904
Advances, deposits and prepayments 11.00 599,760,615 589,771,457
Accrued Interest on Investment 12.00 574,540,764 497,837,170
Cash and cash equivalents 13.00 11,894,497,812 10,244,846,919

17,575,893,554 17,518,983,166
Total assets 31,600,122,148 30,723,337,213
Equity & Liabilities
Capital & Reserves
Share capital 14.00 12,000,000,000 12,000,000,000
General Reserve 15.00 950,000,000 850,000,000
Revaluation reserve 16.00 3,712,658,382 3,735,394,248
Retained earnings 17.00 12,646,861,618 11,935,313,796
Total Capital & Reserves 29,309,520,000 28,520,708,044
Liabilities
Non-current Liabilities
Payble to employees 18.00 530,270,132 337,905,201
Deferred tax liabilities 19.00 660,810,020 594,367,691
Total non-current liabilities 1,191,080,151 932,272,892
Current liabilities
Trade payables 20.00 133,287,186 198,661,502
Accrued Liabilities 21.00 121,836,362 117,218,477
Other Liabilities 22.00 307,148,756 311,175,483
Income tax provision 23.00 449,049,973 546,189,828
Workers Profit Participation Fund 24.00 88,199,718 97,110,988
Total current liabilities 1,099,521,996 1,270,356,277
Total liabilities 2,290,602,148 2,202,629,169
Total equity and liabilities 31,600,122;148 30,723,337,213

The notes 01 to 38 are an integral part of these financial statements. These financial statements were approved by the
Bogry of Directors and were signed on it's behalf by:

ﬂr
Director Director Company Secretary

Signed in terms of our report of even date annexed

e I \
MABS & pPﬁt‘anrs ACNABIN

Chartered Accountants Chartered Accountants

Dated, Dhaka
31 July 2019




ACNABIN
Chartered Accountants

MABS J Partners
Chartered Accountants

The Security Printing Corporation (Bangladesh) Limited
Statement of Profit or Loss and Other Comprehensive Income
For the period ended 30 June 2019

Notes Amount in Taka

20182019 || 2017-2018
Revenue 25.00 5,693,053,087 5,369,159,190
Cost of Sales 26.00 4,765,949,870 4,231,931,142
Gross Profit 927,103,218 1,137,228,049
Administrative expenses Annex.| 149,719,238 169,023,487
Audit Fee 575,000 575,000
Director Remuneration 27.00 395,600 478,400
Net Operating Income 776,413,380 967,151,161
Interest on deposits 28.00 976,812,706 957,625,891
Other income 29.00 10,768,284 17,442,706
Total Income before WPPF and Tax 1,763,994,369 1,942,219,758
Provision for contribution to WPPF 88,199,718 97,110,988
Net profit before Income Tax 1,675,794,651 1,845,108,770
Income Tax Expenses =
Current Tax 30.00 460,540,366 626,736,696
Deffered Tax Expenses/(Income) 66,442,329 23,200,302

526,982,694 649,936,998
Net Profit after Income Tax 1,148,811,957 1,195,171,772

The notes 01 to 38 are an integral part of these financial statements. These financial statements were
apprgwved by the Board of Directors and were signed on it's behalf by:

Director

Signed in terms of our report of even date annexed

\NJJOS' Po\-rh\-l,v)'

MABS & J Partners
Chartered Accountants

Dated, Dhaka
31 July 2019

¥

Company Secretary

ACNABIN = °
Chartered Accountants
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MABS J Partners ACNABIN
Chartered Accountants Chartered Accountants

The Security Printing Corporation (Bangladesh) Limited
Statement of Cash Flow
For the period ended 30 June 2019

Amount in Taka

2018-2019 || 2017-2018
A) Cash Flow from Operating Activities
Cash receipt from customers 4,411,365,058 5,013,058,384
Cash payment to suppliers, employees and others (1,999,468,021) (3,917,955,322)
Income tax paid (104,784,000) (110,516,000)
Value Added Tax (VAT) paid - (811,415,433)
Payment to employee against WPPF (97,110,988) (97,029,123)
Cash receipt from non operating income 25,096,246 15,684,675
Net Cash Flow from Operating Activities: 2,235,098,295 91,827,181
B) Cash Flow From ln‘vesting Activities
Acquisition of Property, plant & Equipment (5,396,473) (20,633,458)
Machinery in transit (406,666,840) (6,086,567)
Construction work in progress (17,940,139) -
Proceeds from sale of Trolly - 881,050
Transfer of FDR invsetment from cash & cash equivalents to (1,157,016,295) (1,619,164,013)
Investments
Adjustment of general Investment 1,217,177,004 -
Interest received from FDR 375,852,710 874,610,307
Proceeds from sale of vehicle - 877,000
Investment (231,457,369) (493,484,080)
Net Cash Used in Investing Activities (225,447,402) (1,262,999,761)
C) Cash Flow From Financing Activities:
Dividend paid . (360,000,000) (300,000,000)
Issue of common stock - -
Net Cash Out Flows by Financing activities (360,000,000) (300,000,000)
E) Net Increase in Cash and Cash Equivalents (A+B+C+D) 1,649,650,893 (1,471,172,580)
F) Cash & Cash Equjvalents at beginning of the period 10,244,846,919 11,716,019,499
G) Cash & Cash Equivalents at the end of the period (E+F) 11,894,497,812 10,244,846,919

- (e s

Director Director Company Secretary




0 1B

3

o BRE -
¥
d

g,

5 & / ./, ,
N

e e

o TS
T AFRFS FACATT SR (7125 8 FfFSfS (5% (o5 Al Faces |
e Sitee oy e LA AR TR o1 e =29 |

R AREES SR 12 Sifergs 2% ©
(TG B sl Fitem w2aife Meten IIF7A1 “bEe G <19 Siferege &= |
TA

AT Tob fwpieTEw e




f

w2 e frer Svatea, 91 el afstaifet, Senl 5ol ¢ Tighes Sqpm 05 |
Toif¥e 2o ¢ IO JIZA1 AfRDIeT JRmael |

T2 e et 2050 SHRiee Soees et foales afstaifet Sy e
TG (I3 TEPe! SIS IFIoA] ATBES (SRIS) |




