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Independent Auditor’s Report
To the Shareholders of the Prime Islami Life Insurance Limited

Report on the Audit of the Consolidated and Separate Financial Statements
Qualified Opinion

We have audited the consolidated financial statements of Prime Islami Life Insurance Limited and its
subsidiary as well as the separate financial statements of Prime Islami Life Insurance Limited, which
comprise the consolidated and separate balance sheets as at 31 December 2022 and the consolidated and
separate life revenue accounts (Statement of profit or loss and other comprehensive income), consolidated
and separate statements of changes in equity and consolidated and separate cash flow statements for the year
then ended. and notes to the consolidated and separate financial statements, including a summary of
significant accounting policies and other explanatory information.

[n our opinion, except for the effects of the matter described in the Basis for Qualified Opinion section of
our rteport, the accompanying consolidated financial statements of the Group and separate financial
statements of the Company give an accurate and fair view of the consolidated and separate financial position
of the Group and of the Company as at 31 December 2022, 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 (IFRSs). the Companies Act 1994, the Insurance Act 1938 (as
amended in 2010), the Insurance Rules 1958, the Bangladesh Securities and Exchange Rules 1987 and other
applicable laws and regulations.

Basis for Qualified Opinion

a. The Company has reported in the financial statements in note #13.5.1, an investment in Zero
Coupon Bond in Banglalion (10% Convertible) Tk. 49.99 million since 14 March 2013. However.
the redemption of the bonds would start from the end of the third fiscal year from the issuance of the
bonds. These total amounts are shown as an outstanding balance and there is significant doubt over
the recoverability, Besides, the Company has not made any provisions in this regard as a result the
assets and profits may be overstated. On the other hand, the Company undertook the arbifration
process on 3rd October 2020 where PILIL received a favorable order from Arbitral Tribunal as
subsequently. After completing the Arbitration proceeding the company has gone before the Hon'ble
High Court division and filed Company matters being Nos. 33/23 to recover the amount and hearing
of this matter is going on.

b. The Company has reported Tk. 1,783.27 million (105,231,348+1,678,045,201) in the financial
statements in notes # 13.7 & 17.1 respectively as the short-term investment and BO account balance
in PFI Securities for the year ended 31 December 2022; this is a carry forward balance
since 2018, at the same time the Company has not made any written agreement on that amount of
investment, Consequently, the Company has not made any provisions on this investment resulting n
assets and profits may be overstated. Even so, the Company has filed case # 1. 109/2020 and case #
2. 164/2020 at the High Court against PFI Securities for the above-said amount and the hearing of
those matters is going on.
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c. The Company has reported Tk. 150 million in the financial statements in note #13.9 as the short-
term investment in Sterling Group (within 4 Concerns) for the year ended 31 December 2022, this is
an outstanding balance since 2018 plus no written agreement has made for this investment. The
Company has not made any provisions on this irrecoverable balance as a consequence assets and
profits are being overstated. However, the Company has filed cases # 1, 318/2020; case #2,
319/2020; case #3, 320/2020, and case #4, 321/2020 at High Court against Sterling Group for the
above balance amount.

d. The Company fails to comply with the requirements of SRO 360-Ain 2019, Section-5 Dated 19
November 2019 issued by IDRA where mentioned that the Life Insurance Company should invest
Govt. Securities at least 30% amount on either Policyholder Liability or Insurer Assets. The
Company has made an investment as of 31 December 2022 of Tk. 195.90 million in Govt. securities
whereas, the 30% on the Insurer balance is Tk. 2,455.26 million as of 31 December 2021 as a result
the deficit investment amount arises Tk. 2.259.36 million.

e. Company fails to comply with the requirements of SRO 360-Ain 2019, Schedule-Ka, Regulation 3
(6) serial number: 4, Dated 19 November 2019 issued by IDRA where mentioned that the Life
Insurance Company should invest in Immovable assets maximum of 20% amount on either
Policyholder Liability or Insurer Assets. The Company has made an investment of 31 December
2022 of Tk. 2,777.67 million in Immovable Assets whereas, the 20% on Insurer balance is Tk.
1,636.83 million as of 31 December 2021 as a result the over-investment amount arises Tk. 1,140.84
million.

f. The Company fails to comply with the requirements of SRO 360-Ain 2019, Schedule-Ka,
Regulation 3 (6) serial number: 8, Dated 19 November 2019 issued by IDRA where mentioned
that the Life Insurance Company should invest in a Subsidiary Company maximum of 10% amount
on either Policyholder Liability or Insurer Assets. The Company has invested an amount of Tk.
1527.15 million (877.15 + 650) as of 31 December 2022 in Subsidiary Company (Prime Islami
Securities Limited) whereas, the 10% on Insurer balance is Tk. 818.42 million as of 31 December
2021 as a result the over-investment amount arises Tk. 708.73 million.

g. The Company fails to comply with the requirements of SRO 360-Ain 2019, Schedule-Ka,
Regulation 3 (6) serial number: 9, Dated 19 November 2019 issued by IDRA where mentioned
that the Life Insurance Company should have in other investments a maximum of 5% amount on
either Policyholder Liability or Insurer Assets. The Company 31 December 2022 investment amount
is Tk. 1,878.04 million as other investments whereas, the 5% on the Insurer balance is Tk. 409.21
million as of 31 December 2021 as a result the over-investment amount arises Tk. 1,468.83 million.

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
Consolidated and Separate Financial Statements section of our report. We are independent of the Group and
the Company in accordance with the International Ethics Standards Board for Accountants Code of Ethics
for Professional Accountants (IESBA Code), Bangladesh Securities and Exchange Commission (BSEC) and
we have fulfilled our other ethical responsibilities in accordance with the IESBA Code and the Institute of
Chartered Accountants of Bangladesh (ICAB) Bye-Laws. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our qualified opinion.
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Emphasis of Matters

a)

b)

d)

e)

We draw attention to note no. # 13.4 of the financial statements, the Company has shown Tk.
49.51 million as an investment in shares which has been recorded at cost value. This is the non—
compliance with IFRS 13 - Fair Value Measurements. The Company has made provisions for
fluctuation in share prices and charged in the revenue account instead of share price adjustment.
Our opinion is not modified in this regard.

We draw attention to note no. # 15 of the financial statements, the company has reported Tk.
174.74 million as dividend receivable from its subsidiary and this is a carry-forward balance
from the year 2018. During the year the company has made an adjustment of Tk. 19.27 million
under the head prior year error adjustment as with IAS 8- Accounting Policies, Changes in
accounting estimates, and Corrections of errors. Our opinion is not modified in this regard.

We draw attention to note no. # 4.2 & 4.3 of the financial statements, where the company
represented 36.08% shareholding by the Director/Sponsor whereas the requirement of S.R.O.
No. 161-Law/2018, Schedule 1, Section 21, Dated 29 May 2018 that holding percentage at
least 60% of the paid-up capital. Our opinion is not modified in this regard.

We draw attention to the financial statements that the company failed to meet the requirement
of S.R.0. No. 161-Law/2018, section 30 (1), Dated 29 May 2018 where stated that every
insurer carrying on life insurance business shall, at least once in every year cause an
investigation to be made by an Actuary into the financial condition of the life insurance
business carried on by it, including a valuation of its liabilities in such manner as may be
prescribed by regulations and shall cause an abstract of the actuarial report to be made in such
form and manner as may be prescribed in regulations. But due to last year's pandemic
conditions, the company was unable to make it. This section also provided that the Authority
may, having regard to the particular circumstances of any insurer, allow it to have the
investigation under this section made at any date not later than 2 (two) years from the date on
which the previous investigation was made. As a result, these also indicate that this is not a
direct violation of the said law. Our opinion is not modified in this regard.

We draw attention to note no # 33.00 as the Workers Profit Participation Fund in the financial
statements. The company did not comply with section 234 of, The Labor Act 2006. Our
opinion is not modified in this regard.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of financial statements for the year 2022. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. In addition to the matters described in the Basis for Qualified Opinion section, we
have determined the matters described below to be the key audit matters to be communicated in our report.
For each matter described below our description of how our audit addressed the matter is provided in that

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

Key audit matters How our audit addressed the key audit matters

Premium Income

The Company has reported a premium income of Tk. | We reviewed the adequacy and operating
4,129.75 million in the financial statements for the | effectiveness of key controls regarding the
year ended 31 December 2022 (31 December 2021: | recording, calculation, and collection of
Tk. 4,273.23), which represents a significant balance | premiums. Additionally, we performed the

recorded in the statement of life revenue account. following audit procedure:

Premium income recognized by the Company e Obtained related records regarding
represents receipt from individual and group life premiums like ledgers and registers.
policyholders. The Company recognizes premium as e Obtained the premium booklet to check
income for first-year premium when it actually the accuracy of premiums charged to new
receives from the policyholder. Renewal outstanding policies.

premiums under the policies are recognized as » Checked controls over security stock like
income within the financial period during which PR, OR etc.

premiums are subsequently received. Premium e Check the premium received with the

bank statement along with the total
premium collection.

e Performed cut-off in deposit premium to
ensure proper recording of premium
income.

e (Check details calculation and adjustment
of survival benefit.

e Check the quarterly statement of
reinsurance to verify that the appropriate
amount of premium has been deducted
from the premium income.

income represents net premium which is gross
premium less reinsurance premium.

See note no. 20 in the financial statements

Implementation of IFRS 16: Leases

IFRS 16 “Leases” becomes effective for annual | We  reviewed the  appropriateness  of
reporting beginning on or after 01 January 2019 | management’s application of [FRS 16 and the
which replaces the existing standard IAS 17. The | assessment of the impact on the financial
Company applied IFRS 16 leases to the leases of its | statements. Our audit procedures included testing
major rent office premises for the year ended 31 | classification and measurement of right-of-use
December 2022. assets and lease liabilities in accordance with
IFRS 16.

The Company reported the right-of-use (ROU) asset
for the amount of Tk. 37.38 million and lease liability | We checked the present value calculation for the
for the amount of Tk 40.84 million in the year ended | lease and also reviewed loan agreements and
31 December 2022. made calculations to ascertain the appropriateness
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Given the first-time adoption of IFRS 16 “Leases”,
there are connections with other line items of the
financial statements including depreciation and
interest, and a higher level of management judgments
was required for identifying the lease, lease period.
discount rate, etc.

of the incremental borrowing rate used.

We

also examined the accuracy and

appropriateness of accounting adjustments in the
financial statements arising from the adoption of
IFRS 16 as well as verified the sufficiency and
appropriateness of disclosures in the financial
statements.

See note no. 19.1 and 9.00 of the financial statements

Property, Plant, and Equipment

The Company has reported PPE carrying value of Tk.
2.860.01 million in the financial statements for the
year ended 31 December 2022 (31 December 2021:
Tk. 2.865.87), which represents a significant balance
recorded in the statement of balance sheet.

Property, plant, and equipment were identified as key
audit matters due to the significance of this balance to
the financial statements and management’s
judgments.

In considering the value of property, plant, and
equipment, we primarily focused on inherent risks
associated with property, plant, and equipment and
potential misstatements in property, plant, and
equipment on account of fraud and errors.

Our audit procedures included the following
substantive audit procedures:

Obtaining an understanding of the internal
control over property, plant, and equipment.
Substantiate the existence of property, plant.
and equipment.
Assessed  compliance
accounting standards.
We critically assessed and verified the
Company’s policy of asset addition and
disposal.

We also recalculated the depreciation to
assess the sensitivity of the key assumptions
including the depreciation rate.

with  relevant

We assessed the appropriateness of the
related disclosures in Note 2.4 of the financial
statements.

We verified records e.g. For land addition land
deed. payment type, development cost, and board
approval, etc.

See note no. 19 (a) of the financial statements

Estimated Liability in Respect of Outstanding Claims

The Company has reported estimated liability in
respect of outstanding claims Tk. 152.32 million in
the financial statements for the year ended 31
December 2022 (31 December 2021; Tk. 124.15),
which represents a significant balance recorded in the
statement of balance sheet.

This account represents the claim due or intimated
from the insured and involves significant management
judgment and risk of understatement.

We tested the design and operating effectiveness
of controls around the due and intimated claim
recording process.

We additionally carried out

the following

substantive testing’s around this item:

Obtained the claim register and tested for
completeness of claims recorded in the
register on a sample basis.
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= Obtained a sample of claimed policy copy
and cross-checked it with the claim.

= (Obtained a sample of survey reports and
cross-checked those against respective
ledger balances and in case of discrepancy
carried out further investigation.

= (Obtained and discussed with management
about their basis for estimation and
challenged their assumption  where
appropriate.

= Reviewed the claim committee minutes
about the decision about impending claims.

= Tested a sample of claims payments with
an intimation letter, survey report, bank
statement, claim payment register, and
general ledger.

Finally assessed the appropriateness and
presentation of disclosures against relevant
accounting standards, Insurance Act 1938 (as
amended in 2010), Insurance Rules, 1958, and
other applicable rules and regulations and
regulatory guidelines.

See note no. 7.00 of the financial statements

Other Information

Management is responsible for the other information. The other information comprises all of the information
in the Annual Report other than the consolidated and separate financial statements and our auditors’ report

thereon. The Annual Report is expected to be made available to us after the date of this auditor’s report.

Our opinion on the consolidated and separate financial statements does not cover the other information and

we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the audit or otherwise

appears to be materially misstated.

If, based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.

Fax: +88-02-9571005
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Responsibilities of Management and Those Charged with Governance for the Consolidated and
Separate Financial Statements and Internal Controls

Management is responsible for the preparation and fair presentation of these consolidated and separate
financial statements in accordance with IFRSs, the Companies Act 1994, the Insurance Act 1938 (as
amended in 2010), the Insurance Rules 1958, the Bangladesh Securities and Exchange Rules 1987 and other
applicable laws and regulations and for such internal control as management determines is necessary to
enable the preparation of these consolidated and separation 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 Consolidated and Separate 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 judgment and maintain professional
skepticism throughout the audit.

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

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

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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

e Evaluate the financial statements' overall presentation, structure. and content. 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.

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

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act 1994, the Insurance Act 1938 (as amended in 2010), the Insurance
Rules 1958, the Bangladesh Securities and Exchange Rules 1987, and relevant notifications issued by
Bangladesh Securities and Exchange Commission, we also report that,

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

b) In our opinion, proper books of accounts, records, and other statutory books as required by law have been
kept by the Company so far as it appeared from our examinations of those books. and proper returns
adequate for the purpose of our audit have been received from branches not visited by us;

¢) As per section 62(2) of the Insurance Act 1938 (amended in 2010), in our opinion to the best of our
knowledge and belief and according to the information and explanation given to us all expenses of
management wherever incurred and whether incurred directly or indirectly, in respect of insurance business
of the Company transacted in Bangladesh during the year under report have been duly debited to the
Revenue Accounts of the Company;

d) The information and explanations required by us have been received and found satisfactory:

e) As per regulation 11 of part 1 of the third schedule of the Insurance Act 1938 (amended in 2010), in our
opinion to the best of our information and as shown by its books, the Company during the year under report
has not paid any persons any commission in any form outside Bangladesh in respect of any its business re-
insured abroad;
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f) The Consolidated and Separate Balance Sheet (Statement of Financial Position), the Consolidated and
Separate Life Revenue Accounts (Statement of Profit or Loss and Other Comprehensive Income Account),
Consolidated and Separate Statement of Changes in Equity, and Consolidated and Separate Statement of
Cash Flows of the Company dealt with by the report are in agreement with the books of account and returns;

¢) The expenditure was incurred for the purpose of the Company’s business: and

h) The Company has complied with relevant laws and regulations pertaining to reserves.

Skh Md Mahmudul Ambia FCA
ICAB Enrolment No. 1067

For and on behalf of

Mahftel Huq & Co

Date: 05 September 2023 Chartered Accountants
Place: Dhaka DVC: 2309101067A8599379






