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Independent Auditors’ Report

To the Shareholders of Eastern Insurance Company PLC.
Report on the Audit of the Consolidated Financial Statements
Qualified Opinion

We have audited the consolidated financial statements of Eastern Insurance PLC., and its subsidiary
(“the Group”) as well as the separate financial statements of Eastern Insurance PLC. (“the
Company”) which comprise the consolidated and the separate Statement of Financial Position as at
31 December 2025, Statement of Profit or Loss & Other Comprehensive Income, Profit and Loss
Appropriation Account, Revenue Account, Statement of Changes in Equity and Statement of Cash
Flows for the year then ended, and other explanatory information disclosed in Note # 1 to 38 to the
financial statements, including a summary of significant accounting policies.

In our opinion, except for the effects described in the Basis for Qualified Opinion section of our

report, the accompanying consolidated financial statements of the Group and separate financial

statements of the company present fairly, in all material respects, the consolidated financial

position of the Group and the separate financial position of the company as at December 31, 2025,

and of its consolidated and separate profit or loss and other comprehensive income and its

consolidation and separate cash flows for the year then ended in accordance with International

& Financial Reporting Standards (IFRSs), the Companies Act, 1994, the Insurance Act, 2010, the

. Insurance Rules, 1958, the Securities and Exchange Rules, 2020 and other applicable laws and
regulations.

Basis for Qualified Opinion

1. In consolidated financial statements, the investment in a subsidiary amounting to Tk.
216,931,850/- has been adjusted against the share capital of Tk.9,999,800 and share premium of
Tk. 206,932,050/- as a consolidated adjustment, which resulted in a significant reporting
departure of IFRS 10. The Group’s management has not provided the detailed consolidation
working papers necessary to verify the accuracy of the consolidated financial statement
balances or to confirm compliance with the requirements of IFRS 10, Consolidated Financial
Statements. Consequently, we were unable to perform the audit procedures we deemed
necessary to verify the elimination of intra-group transactions or the valuation of consolidated
account balances. Furthermore, the Group has failed to recognize Goodwill in the consolidated
statement of financial position as required by IFRS 3, Business Combinations, and has not
adjusted the Non-Controlling Interest (NCI) for its share of post-acquisition profit or loss and
other comprehensive income as mandated by IFRS 10. These omissions represent a significant
departure from IFRS, the impact of which on the consolidated assets, liabilities, equity, and

1 financial performance has not been determined but is considered material to the consolidated
financial statements. '

2. For the year ended 31 December 2023, the Group disposed of a portion of its shares held
against CSE Membership. These shares were initially classified under “Hold for investment.”
However, in accordance with IFRS 9 — Financial Instruments, such financial assets should have
been measured at fair value through other comprehensive income (FVOCl). A total of 1,071,833

shares were sold for Tk. 16,077,495, whereas t . value (acquisition cost) was Tk.
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70,000,032. This resulted in a loss of Tk. 53,922,538, which would have been recognized in the
statement of profit or loss and other comprehensive income as a “Loss on disposal of shares.”
However, in the financial statements for the year ended 31 December 2024, the Group
accounted for and reported this loss by adjusting it against the Share Premium Account. This
accounting treatment deviated from the requirements of paragraph 42 of 1AS 8 — Accounting
' Policies, Changes in Accounting Estimates and Errors, and paragraph 3.2.13 of IFRS 9 — Financial
Instruments. As a result, the balance of the Profit and Loss Appropriation Account had been
overstated by Tk. 53,922,538, while the Share Premium Account had been understated by the
same amount for the year ended 31 December 2024. This accounting deviation has not been
adjusted and corrected to the financial statements in the year ended 31 December 2025.

3. As disclosed in Note 5.00, the Company revalued its land in 2008 and its membership in the
Chittagong Stock Exchange in 2011 but has not performed any subsequent revaluations. This is a
departure from Paragraphs 31 and 34 of IAS 16, Property, Plant and Equipment, and Clause
1(5)(xxvii) of the BSEC Corporate Governance Code, which require revaluations to be conducted
with sufficient regularity to ensure that the carrying amount does not differ materially from fair
value. In the absence of a current valuation, we were unable to determine the extent of any
adjustment necessary to the carrying amounts of these assets. Furthermore, For the year ended
31 December 2025, the Group disclosed its shares held against CSE Membership, which were
initially classified under “Hold for Investment” and measured at cost. These investments were
presented in the Consolidated Statement of Financial Position under the heading “CSE
Membership." However, in accordance with IFRS 9 Financial Instrumenits, such financial assets
should be measured at fair value through other comprehensive income (FVOCI) rather than at
cost. Despite this requirement, neither the subsidiary nor the Group has remeasured the
investment at fair value, nor recognized any corresponding adjustments through other
comprehensive income. As a result, there is a risk of material misstatement in both the net
profit transferred to the Profit and Loss Appropriation Account and the carrying amount of the
investment reported in the Statement of Financial Position. Consequently, profit may be either

overstated or understated, and the reported value of the investment may not reflect its fair
value.

4. As disclosed in Note 8.00 to the financial statements, the Company has recognized an Estimated
Liability in respect of outstanding claims whether due or intimated amounting to Tk. 60,089,848.

Claims raised during the year were recorded as a negative figure of Tk. (4,069,994). This
treatment erroneously reflects claim provisions as a credit to the revenue account rather than

s an expense or liability, which is a departure from International Financial Reporting Standards
(IFRS) and accrual-based accounting. We did not find details ledger for claims payable. The

absence of a detailed ledger and aging ‘analysis prevents the verification of the accuracy,

existence, and completeness of the reported liability. This indicates that proper books of

account, specifically regarding claims management, ha

the Companies Act, 1994.

Dt\been maintained as required by
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While the Company reported claim payments of Tk. 23,299,803, it has not settled significant
outstanding claims in accordance with the timelines stipulated under Section 72 of the Insurance
Act, 2010. Moreover, We were unable to verify the reported net claim income of Tk. 4,069,994

disclosed in the Revenue Account and Note 25.00, as the underlying summary provided by the
Company indicated a gross claim payment of Tk. 83,389,423 and reinsurance recoveries of Tk.
61,943,007, resulting in a calculated net payment of Tk. 21,446,416 which does not reconcile
with the financial statements. Furthermore, the Company failed to provide a detailed schedule
of claims or any documentary evidence to support the total gross payments of Tk. 83,389,423.
We were not provided with sufficient documentary evidence or claimant correspondence,
detailed schedule of claims to justify the delays in settlement or to assess potential legal and
regulatory repercussions. Consequently, we were unable to satisfy ourselves through audit
procedures as to the true extent of the Company’s liability for outstanding claims or the
resulting impact on the reported profit for the year.

5. As disclosed in Note 11.00 to the financial statements, the Company reported Sundry Creditors
totaling Tk. 53,354,945. This balance includes Sundry Payables (Tk. 36,219,373), and Lease
Liability on Rent (Tk. 15,861,279). Management was unable to provide the necessary subsidiary
ledgers, third-party confirmations, or underlying supporting documentation to substantiate
these liabilities. In the absence of such records, we were unable to satisfy ourselves through

. audit procedures regarding the existence, accuracy, and valuation of these obligations, or to

. determine whether any adjustments were necessary to the financial statements for the year
then ended.

6. The Company recognized Investment in Shares & Debentures at a market value of Tk.
302,851,445 against a cost of Tk. 406,898,556, recording the resulting unrealized loss of Tk.
98,944,831 directly in equity. Given the trading nature of these investments, Paragraph 4.1.1 of
IFRS 9: Financial Instruments requires them to be measured at Fair Value Through Profit or Loss
(FVTPL). By failing to recognize this fair value adjustment in the Statement of Profit or Loss, the
Company’s Profit Before Tax (PBT) is overstated by Tk. 98,944,831. Additionally, a net
adjustment of Tk. 5,102,281 was recorded within this account without any supporting
documentation to validate its appropriateness. Furthermore, we observed that the reported
cost and market value has anomalies between the company’s records and our calculations.

The company’s records of Investments in shares and debentures is cost value Tk. 401,796,276,
and market value Tk. 302,851,445 respectively whereas our calculated amount is cost value Tk.
321,455,597, and market value Tk. 298,886,574 respectively; resulted overstated cost value Tk.
80,340,679 and overstated market value Tk. 3,964,870 respectively.  Our audit identified

" significant, unexplained discrepancies between the available records, the balances presented in
the financial statements and our calculations. Due to the lack of reconciliations and supporting

evidence, we were unable to satisfy ourselves through alternative audit procedures regarding

the existence, accuracy, and valuation of the investment portfolio, which indicates a failure to

(‘0 st §
Khulna Office: 1No. Islambag Jame Masjid Road, (Palpara More, Raligatey.C884¥atpur, Khulna-9202. Tel:+880-(41)-774455

@ AUDIT ® TAX & VAT ® MANAGEMENT CONSULTANCY @ COMPANY AFFAIRS @ ADVISORY SERVICES






