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Auditors' report to the shareholders of

BRAC Bank Limited

We have audited the accompanying balance sheet of BRAC Bank Limited ("the Bank") as of 31 December
2006 and the related profit and loss account, statement of cash flow and statement of changes in equily for
the year then ended, and a summary of significant accounting policies and explanatory notes, These

financial statements are the responsibility of the Bank's management. Our responsibility is o express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with Bangladesh Standards on Auditing (BSA). Those standards
require that we plan and perform the audit to obtain reasonable assurance aboul whether the financi |
statements are free of material misstatement. An audit includes examining, on

a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing th
accounting principles used and significant estimates made by management, as well
overall financial statements presentation. We believe that our audit
opirfion.

e
as evaluating the
provides a reasonable basis for our

In our opinion, the financial statements prepared in accordance with Bangladesh Accounting Standard:
(BAS) give a true and fair view of the state of the Bank's affairs as of 31 December 2006 and of the resu’
of its operations and its cash [low for the year then ended and comply with the Bank Companies Acl 1991,
the rules and regulations issued by the Bangladesh Bank, the Companies Act 1994, the Securitics and
Exchange Rules 1987 and other applicable laws and regulations.

We also report that: :

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

ii)

in our opinion, proper books of account as required by law have been kept by the Bank sc far as it
appeared from our examination of those books and proper returns adequate for the purposes of our
audit have been received from branches not visited by us;

the Bank’s balance sheet and profit and loss account dealt with by the report are in agreement with
the books of account and returns:

the expenditure incurred was for the purposes of the Bank’s business;
the financial position of the Bank at 31 December 2006 and the profit for the year then ended have
been properly reflected in the financial statements, and the financial statements have been:

prepared in accordance with the generally accepted accounting principles;

the financial statements have been drawn up in conformity with the Bank Companies Act 15¢
and in accordance with the accounting rules and regulations issued by the Bangladesh Bank;

adequate provisions have been made for advances which are, in our opinion, doubtful of recovery,
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viii)  the financial statements conform to the prescribed standards set in the accounting regulations
issued by the Bangladesh Bank after consultation with the professional accounting bodies of
Bangladesh;

ix) the records and stalements submitted by the branches have been properly maintained and
consolidated in the financial statements; and

X) the information and explanations required by us have been received and found satisfactory.

Dhaka, 25 March 2007 /
- ! T o = o
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BRAC Bank Limited

Balance Sheet at 31 December 2006

PROPERTY AND ASSETS

Cash:

In hand (including foreign currencies)

With Bangladesh Bank and

its agent bank (including foreign currencies)

Balance with other banks and financial institutions:
In Bangladesh
Outside Bangladesh

Money at call and on short notice

Investments:
Government securities
Others

Loans and advances:
Loans, cash credits, overdrafts, elc.
Bills discounted and purchased

Fixed assets including premises and furniture and fixtures

Other asscts
Non-banking assets

Total assets

LIABILITIES AND CAPITAL

Liabilitics:

Borrowing from other banks, financial institutions and

Deposits and other accounts:
Current deposits and other accounts
Bills payable '
Savings bank deposits
Fixed deposits
Other deposits

Other liabilitics
Total liabilities

Notes

10

11

12

365,963,636

1,806,423 803

160,508,107

850,962,771

2,172,387,439

1,011,470,878

2,274,811,704
60,389,066

1,140,010,459
22,515,829

2,335,200,830

600,000,000

3,554,997,837
213,014,234

1,162,526,288

80,000,000

1.873.314.600

290,500,000 |

3,768,012,071

2,163,814,600

19,541,741,031 11,789,118.444
15,424,349 2,194,078
19,557,165,380 11,791,312.522
389,375,132 156,355,491
1,189,674,221 510,529 360

30,011,815,073

16,876,009,139

1,332,974,167

1,473,391,667

3,060,293,660
113,744,828
2,936,582,930
16,742,577,461
148,722 810

123,001,921,689

3,559,726,180

3,288.528,993
122,593,253
1,863,763,753
8,051,558,2473
82.566,118

13,409,010,330

1,210,675,172

27,894,622,036

16,093,077,229

=
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2006 2005
Notes Taka Taka

Capital/shareholders' equity:
Ordinary share capital 13 1,000,000,000 500,000,000
Redeemable preference share capital 14 150,000,000 =
Share premium 15 350,000,000 -
Statutory reserve 16 251,204,796 58,396,570
Exchange equalisation reserve 45,000 45,000
Retained earnings 17 365,943,241 224,490,340
Total shareholders’ equity : 2,117,193,037 782,931,910
Total liabilities and shareholders’ equity 30,011,815,073 16.876,009,139
OFF BALANCE SHEET ITEMS

Contingent liabilitics: 33

Acceptance and endorsements

Letters of guarantee

Irrecoverable letters of credit

Bills for collection

Tax liability 30.2
Other contingent liabilities

216,575,186
873,612,300

3,367,206
225,672,648

06,154,552
1,122,651,200

3,367,206
150,638,722

Other commitments:

1,319,227,340

1,342,811,680

Documentary credits and short term trade related transactions
Forward assets purchased and forwird deposits placed
Undrawn note issuance and revolving facilities

Undrawn formal standby facilities credit lines

and other commitments Jeasehold assels

49,634,335

49,634,335

Total off balance sheet items including contingent liabilities

1,319,227 340

£.392.446,015

The annd otes | to 34 form an integral part of these financial statements.
L]
P
C WSO

Managing Director & CEQ Director

\

Dhaka, 25 March 2007

Auditors

Chairman-

o
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BRAC Bank Limited

Profit and Loss Account

for the year ended 31 December 2006

Interest income

Interest paid on deposits, borrowings, etc.
Net interest income

Income from investment

Commission, exchange and brokerage
Other operating income

Total operating income

Salaries and allowances

Rent, taxes, insurance, lighting, elc.
Legal expenses

Postage, stamp, telegram and telephone
Stationery, printing, advertisement, etc.
Chief Executive's salary and fees
Dircctors' fees and expenses

Auditors’ fee

Depreciation on and repairs to bank's property
Other expenses

Total operating expense

Profit before provisions

Provisions:
For loans and advances
For others
Total provisions
Profit before tax
Provision for corporate tax:
Current
Deferred

Profit after tax

* Appropriations:
Statutory reserve
General reserve
Proposed dividend

Unappropriated profit for the year

Earnings ordinary share
The annex, opes 1 to 34 form an integral part of these financial statements,
\ C—— _
e }

Managing Directdr & CEQ

Dhaka, 25 March 2007

Director

I:]_O(CS

19
20

21
22

23

24
25

20

27
28

29

30.1
30.1

31

2006
Taka

- 2,792,256,259

2005

Taka

1,458,060,328

_(1,634,640,822) (850,729,209)
1,157,615,437 607,331,119
400,080,011 292,067,158
515,404,192 271,073,023
4,325 882 2,846,359
2,077,425 522 1,173,317.659
497,114,772 297,738,514
65,186,136 77,206,221
8,558,485 1,876,822
70,985,993 42,756,768
100,201,029 56,620,255
7,156,950 4,350,000
791,093 754,470
470,000 250,000
120,994,106 33,506,399
155,559,931 77,940,198
1,027,018.495 592,999 647
1,050,407,027 580,318,012
344,920,600 239,413,598
125,300 544,313
345,045 900 239,957,911
705,361,127 340,360,101
334,920,000 139,777,786
36,180,000 7,902,214
371,100,000 147,680,000
334,261,127 192,680,101
141,072,226 38,536,020
141,072,226 38,536,020
193,188,901 154,144,081
63.31 38.54.
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BRAC Bank Limited

Statement of Cash Flow

for the year ended 31 December 2006

A)  Cash flows from operating activities:

B)

Interest receipts
Interest payment
Dividends recejved
Fees and commissions receipts
Cash payments to employees
Cash payments to suppliers
Income tax paid
Receipts from other operaling activitjes
Payment for other activities :
Rent, rates, taxes etc,
Audit fees
Directors fees :ind expenses
Repair and maintenance
Other expenses
Legal expenses
Operating profit before changes in operaling assets and liabilities (i)

Increase/decrease in operating assets and liabilities:

Loans and advances
Other assets
Deposits from customers
Other liabilitjes
Cash wilised in operating assets and liabilities (i)
Net cash J'nﬂaw/(outﬂow)fmm operating activities (i+ii)

Cash flows from investing activities:

Treasury bills

Treasury bonds

Investment ip shares

Investment in debenture
Investment in zerqo coupon bonds
Investment in Prize bonds
Acquisition of fixeq assets
Disposal of fixeq assets

Net cashy inflow/ (amﬂow)ﬁ'om investing activities
Cash flows from financing activities:

Proceeds from issue of ordinary shareg

Proceeds from issue of redeemable preference shares
Share Premium

Bonowings from other banks
Bonowings from Bangladesh Bank
Net cash Slow from Sinancing activities

D) Net increase in cagjy and cash equivalents (A+B+C)

E)
F)

Cash and cagpy equivalents a¢ beginning of the year

Cash and caspy cquivalents at opq of the year (D#E)  (Note 32)
..

[

|

00
Taka

N

3,189,776,361
(1.634,640,822)
2,559,909
515,404,192
(504,271,722)
(171,187,022)
(231,630,144)
4,325,882

(65.186,136)
(470,000)
(791,093)

(28,146,562)

(178,905,401)

8,558,484
888,278,958

(7,765,852,859)

(447,514,717)
9,592,911,299
1,611,702.125
2,991,245 848

3,879,524, 806
—_— 70U

[
=
Lh

|

g
A

],

1,747,627.486
(850,729,200)
2,500,000
271,073,023
(301,504,369)
(99,377,023)
(140,106,169)
2,846,359

(77.161,888)
(250,000)
(754,470)

(14,391,422)

(79,068,656)

1,876,822

458,826,840

(5.971,520,018)

(25,020,979)
5,240,031 524
135,084,821
621,424,652

162,597 812

(499,927,229) {402.600,000)
(1.181,817.608) (IOD,OO0,000)
20,000,000 -

- 25,000,000
57,485,765 (60,000,000)
61,600 (306,800)
(284,037,361 (149,289,390)
2,718,630 242,424

( 1.885,5]6,203!

(686,953,766)

500,000,000 -
150,000,000 -
350,000,000 -
190,000,000 710,000,000
—_ (330,417,500 195,183,334
859,582,500 905,183,334
2,853,591,103 55,631,756

2,253,997,166

2,198,365,410

5,107,588.269

2,253,997 166 ' =

-
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BRAC Bank Limited

Statement of Changes in Equity
for the year ended 31 December 2006

Redeemable

Exchange
Ordinary preference Share Statutory cqualisation Retained
share capita] are capita emiu [eserve eserve carnings Tota]
Taka Taka Laka Taka [aka [akn' Taka
Balance at 1 Janwary 2006 500,000,000 . - = 58396570 | 45,000 224,490,340 782,931,910
Adjustment in respect of earlier years - - 51,736,000 - (51,736,000) -
Issue of redeemable prefercuce share - 150,000,000 - - 150,000,000
Share premium - - 350,000,000 - - - 350,000,000
Statutory reserve - - - 141,072,226 - - 141,072,226
Issue of ordinary sharcs 500,000,000 = e . - . - 500,000,000
Net profit for the year - - - - - 193,188,901 193,188,901
Balance at 31 December 2006 1.000,000,000 150,000,000 350,000,000 251,204,796 45,000 ‘.365.943.241 2,117,193,037
e 5
=
L o
- L
L)
7




1.

2.1

2.2

2.3

24

2.4.1

2.4.2

Rahman Rahman Huq
Chartered Accountants

BRAC Bank Limited

Notes to the Financial Statements
for the year ended 31 December 2006

The Banks and its activities

BRAC Bank Limited is a scheduled commercial bank established under the Bank Companies Act, 1991 and
incorporated as a public company limited by shares on 20 May 1999 under the Companies Act, 1994 in Bangladesh,
The primary objective of the Bank is to carry on all kinds of banking businesses.” The Bank could not start its
operations till 3 June 2001 since thc'activity of the Bank was suspended by the High Court of Bangladesh.
Subsequently, the judgment of the High Court was set aside and dismissed by the Appellate Division of the Supreme

Court on 4 June 2001 and accordingly, the Bank started it operations from 4 July 2001. At present the Bank has 26
(twenty six) branches, 86 zonal offices and 355 unit offices of SME. ’

Summary of significant accountin

g policies and basis of preparation
of the financial statements

Basis of measurement and compliance

The financiul statements I

Schedule (sec 38)" of the Bank Companies Act 1991
Bank Circulars, B:

Rules 1987 and ot

The financial statements were approved by the Board of Directors on 19 March 2007.

Functional and presentation currency

These financial statements are presented in Taka, which is the Bank's functional currency. Except as indicated figures
have been rounded to the nearest Taka,

Use of estimates and Jjudgements
The preparation of financial statements requi

affect the application of accounting policies
Actual results may differ from these estimates.

Tes management to make judgements, estimutes and assumplions that
and the reported amounts of assels, liabilities, income and expenses.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to acc

ounting estimates are
recognised in the period in which the estimute is revised und in any future periods affected.

Loans and advances

Interest on loans and advances is ca

lculated on daily product basis,
quarterly on accrual basis,

but charged and accounted for monthly and

Provision for loans and advances is made based on (he arrear e

instruction contained in Bungladesh Bank BRPD Circulars No. 16
of 20 August 2005, 05 of 5 June 2006 respectively.

quivalent yeur and review by the management and
of 6 December 1998, 09 of 14 May 2001, 09 and 10
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2.4.3 Interest is calculaled on classified loans and advance

s as per BRPD circular No. 16 of 1998, 09 of 2001 and 10 of 2005
and recognized as income on realization.

The classification rates are given below:

Particulars

General provision on:
Unclassified loans & advances 1%
Small enterprise

2%
Consumer finance for house building loan and loan for professional setup 2%
Consumer finance other than house building loan and loan for professional setup 5%
Special mention uccount . 5%

Specific provision on:

Substandard loans and advances 20%
Doubtful loans and advances 50%
Bad/loss louns und advances 100%

2.4.4 Loans and advances are written off to the extent that (i) there is no realist

ic prospect of recovery, (ii) and against
which legal cases are filed and classified as bad loss for more than five

2.5 Fixed asscts and depreciation

2.5.1 Fixed assets have been accounted for at cost less accumulated depreciation.

2.5.2 Depreciation is charged on straight-line method. In case ol acquisition of
the following month of Acquisition, whereas depreciation on fixed
prior to the month of disposal. Asset category-

fixed assets, depreciation has been charged in
assets disposed off has been charged upto the month
wise depreciation rates are as follows:

Category of assels

Rate of depreciation *
Fumiture and fixture

10.00% -
Office equipments 20.00%
Office machineries 20.00%
Computer hardware 33.33%
Computer software 10.00%
Motor vehicles 20.00%

2.5.3  As per Bangladesh Accounling Standards (BAS) - 17 "Lease”, all fixed assels other than premises taken on lease has

been accounted for as finance lease from this yeur whereas those were being recognised as operaling lease in the

earlier years. Details of leased assets have been shown in "Annexure - F* to the financial slutements. Assets held
under finance leases are depreciated on the basis of lease term,

2.6 Investments

Value of Investments has been shown as under:

Government treasury bill (HFT)
Government treasury bill (HTM)

Government treasury bonds (HTM)
Zero coupon bond

Marking to market
Al present value
At present value

At present value
. Prize bond and other bonds At cost price
Debentures Al cost price
Un quoted shares Al cost price
Quoted shares At cost or market price whichever is lower at balarice
sheet date -

-
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2.7 Leases

Leases are classified as finance lease whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating lease.

2.7.1 The bank as lessor

Amount due from lessees under finance lease are recorded as receivables at the amount of the Bunk's net investrment
in the leases (Note 7.2). Finance lease income is allocated to accounting periods so as to reflect a constant periodic
rate of return on the Bank's net investment outstanding in respect of the leases.

2.7.2 The bank as lessce

5
In compliance with the Bangladesh Accounting Standard (BAS) - 17 "Lease”, cost of assets acquired under finance
lease along with obligation there against have been accounted for as assets & liabilities respectively of the compuny,
and the inlerest elements has been charged as expenses,

2.8 Foreign currency translations

Assets and liabilities in foreign currencies are translated into Taka at mid rates prevailing on the balance sheel date,
except bills for collection, stock of travelers cheque and import bills for which the buying rate is used on the dale of
the transaction. Gains or losses arising from normal fluctuation of exchange rate are charged lo revenue.

2.9  Provisions and accrued expenses

Provisions and uccrued expenses are recognized in the financial statement when the Compuny has a legal or .
constructive obligation us a result of past event, it is probuble that an outflow of economic benelit will be required lo
settle the obligation and a reliable estimate can be made of the amount of the obligation.

2.10 Taxation

2.10.1 Current tax

Provision for current income tax has been made @ 45% as prescribed in the Finance Act 2006 on the_taxable income
for the year.

2.10.2 Deferred tax

The Bank accounted for deferred tax as per Bangladesh Accounting Standard (BAS) - 12, Delerred tax is provided
using the balance sheet method for temporary timing differences arising between tax base of assets and liabilities and
their carrying value for financial reporting purposes. Deferred tax is computed al the prevailing lax rale as per Finance
Act 2006.

2.11 Earning per sharc

Eaming per Share (EPS) has been computed by dividing the basic earning by the weighted average number of
Ordinary Shares outstanding as on 31 December 2006 as per Bangladesh Accounting Stundard (BAS) - 33 “Baming .
Per Share" |

2.11.1 Basic carnings

This represents earnings for the year attributable to ordinary shareholders. Net profit after Lax less préfcrcncc dvidend
] has been considered as fully attributable to the ordinary shareholders.
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2.11.2 Weighted average number of ordinary shares outstanding during the year

This represents the number of ordinary shares outstanding at the beginning of the year plus the number of ordinary
shares issued during the yeur multiplied by a time weighted factor. The time weighting factor is the number of days the
specific shares are oulstanding as a proportion of the total number of days in the year. ( Note - 31)

2.12 Statement of liquidity

The liquidity statement of assets and liabilities as on lhe reporting date has been prepared on residual maturity term as
per the following basis:

a) Balances with other banks and financial institutions, money at call and short nolice ete. are on the basis of their
maturity term. - A

b)  Investments are on the basis of their residual maturity term.

¢)  Loans and advances are on the basis of their repayment/ maturity schedule.

d)  Fixed assets are on the basis of their useful life.

e)  Other assets are on the basis of their adjustment.

f)  Borrowing from olher banks, findncial institutions and agents as per their malurity/ repayment term

g)  Deposits and other accounts are on the basis of their maturity term and behavioral past trend.

h)  Other long term liability on the basis of their maturity term.

i) Provisions and other liabilities are on the basis of their settlement.

S
1

2.13 Retirement benefit to the cmployees

2.13.1 Provident fund

Provident fund benefits are given to the staff of the bank in accordance with the registered Provident fund rules. The
commissioner of Income Tax, Large Tax Payers Unit, Dhaka has approved the Provident Fund us a recognized 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 1st January 2003. The fund is operated by a Board of Trustees consisting of 11
(eleven) members of the bank. All confirmed employees of the bank are contributing 10% of their basic salary as
subscription of the fund. The bank also contributes equal amount to the fund. Contribulions made by the bank are
charged as expense. Interest earned from the investments is credited to the members' account on half yearly basis.

2.13.2 Gratuity

Gratuity fund benefits are given to the staff of the bank in accordance with the approved Gratuity fund rules. National
Board of Revenue has approved the gratuity fund as a recognized gratuity fund on March 06, 2006. The fund is
operated by a Board of Trustees consisting of 7 (seven) members of the bank. Employees are enlitled to gratuity
benefit after completion of minimum 05 (five) years of service in the Company. The gratuity is calculaled on the basis
of last basic pay and is payable at the rate of one month's basic pay for every completed year of service. Gratuily so
calculated are transferred to the fund and charged to expenses of the bank.

2.14 Revenue recognition

2.14.1 Interest income
In terms of provision of Bungladesh Accounting Standard (BAS 18) on revenue and disclosures in the financial
statements of the Bank, the interest receivable is recognized on accrual basis. Interest in loans and advances ceases to

be taken into income when such advances are classified and such interest is kept in interest suspense account. Intereat
on classified advances is accounted for on a receipt basis.

11

-

e e e e
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2.14.2 Investment income v.‘

Income on investments is recognized on accruul busis. eI

2.14.3 Fees and commission income i

Fees and commission income arises on services rendered by the Bank recognized on a cash basis. Commission charged !
to customers on letters of credit and letters of guarantee are recognised as revenue on time proportion basis over the
commitment period.

2.14.4 Dividend income on sharcs
Dividend income from shares is recognized when right to receive the payment is established.s
2.14.5 Interest paid and other expenses

In terms of provision of the Bangladesh Accounting Standard (BAS) -1 "Presentation of Financial Statements”, interest
paid and other expenses are recognized on accrual basis.

2.15 Reconciliation of inter-bank/inter-branch account

Books of accounts with regard to interbank (in Bangladesh and outside Bangladesh) are reconciled on monthly basis
and there are no.material differences which may affect the financial statements significantly.

Unmatched entries in case of inter-branch transactions as on the reporting date are not material. P

216 Risk management

The possibility of losses, financial or otherwise is defined as risk. The assets and liabilities of BRAC Bank Lid. is ". '
managed so as to minimize, to the degree prudently possible, the Bank's exposure to risk, while at the same time S "
allempling to provide a stable and steadily increasing flow of net interest income, an attractive rate of return on an o
appropriate level of capital and a level of liquidity adequate to respond to the needs of depositors and borrowers and
earnings enhancement opporlunities. A

These objectives are accomplished by setting in place a planning, control and reporting process, Uhe key objective of
which is the coordinated management of the Bank’s assets and liabilities, current banking luws and regulations, as
well as prudent and generally acceptable banking practices. '

The risk management of the bank covers 5 (five) Core risk areas of bunking i.e. (i) Credit Risk Management, (ii)
Foreign Exchange Risk Management, (iii) Asset liability Management, (iv) Prevention of Money Laundering and (v)
Intemal Control and Compliance as per BRPD Circular No. 17 of 7 October 2003.

2.16.1 Credit risk management

Credit risk is the risk to an institution’s eamings and capital when an obligator or customer fails to meet the terms o .
any contract or otherwise fails to perform as agreed. It is one of the major risks faced by the bank. '

Considering the key elements of Credit risk the bank has segregated duties of the officers /executives involved in
credit related activities. Separate division for Corporate, SME and Retail has been formed which are entrusted with
the duties of maintaining effective relationship with the customers, marketing of credit products, exploring new
business opportunities etc. For transparency in the operations during the entire credit year i. Credit Approval

Committee, ii. Loan Administration Department, iii. Recovery Unit, und iv. Im

paired Assel Management heve heen
set up. '
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2.16.2

2.16.3

2.16.4
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In addition lo the above Sules Teams of the above-mentioned business units hook the
does thorough assessment belore approving the credit facility. The risk
financial analysis, industry analysis, and historical performance of the customer. Loun Administralion Department
ensures compliance of all legal formalities completion of all documentation security of the proposed credit facility and
finally disburses the wmount. The Sales team reports to the DMD through their line; the Credit division reporls to the
Managing Director, while the Loan Administration reports to the Chiel Operating Officer. The ubove arrangement has

not only ensured segregation of duties and accountability but also helps minimize the risk of compromise with quality
of the credit portfolio.

customers; the Credit Division
assessment included borrower risk analysis,

Foreign exchange risk management

financial institutions engage in activities starting from imports, exports and remiltances involving basic foreign
exchange and money murket to complex structured products. Within the Bank, Treasury department is vested wilh the
responsibility to measure and minimize the risk associated with bank’s assets and liabilities,

front and back office personnel are guided as per BB core risk ménagement and their job description. They are barred
from performing each other’s job. As mentioned in the previous section, ‘Treasury Front Office’ and ‘Treasury Back

Offices” has separate and independent reporting lines to ensure segregation of duties and accountability but also helps
minimize the risk of compromise. .

» & voice screens recorder for recording deals taking place over
- Trigger levels are set for
edsury requires approval

Before entering into any deal with counter party, a dealer ensures

about the counter party’s dealing style, product mix
and assess whether the custorner is dealing in

an appropriate manner.

Asset liability managcmcht

cases, threalen the survival of the institution, As such emphasize has given so that the level of balance sheet risks are
effectively managed, appropriate policies and procedures are established to control a
résources are available for evaluating and controlling these risks, The
monitors Bulance Sheet risk and liquidity risks of the Bank.

nd limit these risks and proper
Asset Liability Committee (ALCO) of the bank

Assel liability Committee (ALCO) reviews country's over ull economic position, Bank's Liquidity position, ALM
Ratios, Interest Rate Risk, Capital Adequacy, Deposit Advanced Growth, Cost of Deposit & yield on Advance, F.E,
Gap, Market Interest Rate, Loan loss provision adequacy and deposit and lending pricing strategy.

Prevention of moncy laundering

gulations regarding money luundering boll at country and "
international levels and thereby to sufeguard the bank from potential compliance, financial und reputation risk. KYC

procedure has been set up with address verification. As apart of monitoring accounl transaction-the estimated
transaction profile and high value transactions are being reviewed electronically. Training has been taken as a
continuous process for creating/developing awareness among the officers. '
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Internal control and compliance

Internal Control is the mechanism in place on a permanent basis to control the activities in an organization, both at a
central and at a departmental/divisional level. Management through Risk Management Department controls
operational procedure of the bank. Intemal Audit and Inspection team under Risk Management undertakes year-end
and special audit of the branches, SME Unit Offices and Departments at Head Office for review of the operation and
compliance of statutory requirement. In addition to the Internal Audit and Inspection teamn the Monitoring team
conducts surprise inspection at the Branch, SME Unit and the Departiments at Head Office as well. The Bourd Audit
Committee reviews the reports of the Risk Management Department annually.

Information and communication technology

BRAC Bank follows the guideline stated in BRPD Circular No. 14 dated 23 October 2005 regarding "Guidline on
Information and Communication Technology for Scheduled Banks".

IT management deals with IT policy documentation, internal IT audit, training and insurance.

IT operation management covers the dynamics of technology operation management including change management,

asset management, operaling environment procedures management. The objective is to achieve the highest levels of
technology service quality by minimum operational riks.

Physical security involves providing environmental safeguards as well as controlling physical access to equipment and
data. ’ :

In order to ensure that information assets are protected against risk, there are controls over:

a)  Password control

b)  User ID mainlenance

c) Input control

d)  Network security

e)  Data encryption

f) Virus protection .
g)  Internet and e-mail

The Business Continuity Plan (BCP) is formulated to cover operational risks and taking into account the potential for
wide area disasters, data cenler disasters and the recovery plan. The BCP takes into account the backup and recovery
process. Keeping this into consideration this covers BCP, Disaster Recovery Plan and Buckup/Restore Plan.

Enterprise risk management

BRAC Bank Limited, the fastest growing bank in Bangladesh, is concerned regarding risky areas, which are being
identified by the Risk Management department.

The Management under the guidance of the Board of Directors has developed an Enterprise Risk Management Policy
for submission of a formal report to the Board Audit Committee on quarterly basis.

Primary objectives:

Maximize earnings and return on capital within acceptable and controllable levels of the key risk areas.

Provide for growth that is sound, profitable and balanced without sacrificing the quality of service.

Manage and maintain a policy
Board of Directors.

and procedures that are consistent with the short and long term strategic goals af the

-’

B
i
i
b
:
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Development of ERMC policy
The MANCOM approved the ERMC policy, which contains the
Committee. The ERMC has twelve members. Head of Risk M
Retail, Head of SME, Head of Credit, Head of Treasury, Head

Corporate Bunking, Head of SRS, Head of Bxternal Alfaires and
Management chairs the commiltee.

guidelines for reporting to Risk Management
anagement, the Managing Director, COO, Head of
of Financial Administration, Head of HR, Heuad of
Head of Impaired Assets Manugement. Head of Risk

The policy provides guideline and templates to the respective departments and units for providing the information,
which are considered as risky und vulnerable areas for the organization. ERMC scrutinize and analyze the provided
information and parameterize it according to the sensitivity and vulnerability.

The ERMC meet on 15th ol every month. The conumiltee discuss aboul the v
month and updates the sume provided by units reported to Risk Management department in the prescribed formats by

7th of the current month. The units qualify the specific risk according to the matrix provided by Bangladesh Bank. The
meeling minutes are reviewed by the Board Audit Committee on quarterly basis.

arious issues raised relating Lo previous

Outcome of ERMC:
Vulnerable areas of the Bank are being identified

Appropriate plan and initjatives are taken to mitigate and minimize the risk.

Follow up and monitoring are being done on the overall position of the bank regarding mitigation and minimization of
risky areas. - 2
Upgrading the “Leading Key Risk Indicator” and DCFCLs are developing gradually through inclusion and exclusion
itemn,

Off balance sheet items

Under general banking transactions, liabilities against acce

ptance, endorsements, and other obligations and bills
against which acceptance has been given and claims exists the

re against, have been shown as off balunce sheet items.

Cash
2006 2005
Taka Taka
In hand:
Local currency 357,099,608 153,957,910
Foreign currencies 8,864,028 6,550,197
365,963,636 160,508,107
Balance with Bangladesh Bank:
Local currency (statutory deposit) 1,113,370,103 660,341,133
Foreign currencies 693,053,700 190,621,638
1,806,423 ,803 850,962,771
2,172,387,439 1.011.470,878

Cash Reserve Requirement (CRR) and Statutory Liquidity Requirement (SLR) have been calculated and maintained in
accordance with section 33 of Bank Companies Act, 1991 and BRPD circular nos. 11 and 12 dated 25 August 2005.

The statutory Cash Reserve Requirement on the Bank's time and demand liabilities at the rate 5% has been calculated
and maintained with Bangladesh Bank in current account and 18% Statutory Liquidity Requirement, including CRR,
on the same liabilities lus also been maintained in the form of treasury bills, bonds and debentures ihclui_ling FC
balance with Bangladesh Bank. Both the reserves mainlained by the Bank, are shown helow: E

15
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Cash Reserve Requirement (CRR):

5% of Average Demand and Time Liabilities:

Required reserve
Actual reserve held

Surplus

Statutory Liquidity Requirement (SLR):

13% of Average Demand and Time Liaﬁilities:
Required reserve

Actual reserve held

Surplus

Total surplus

Balance with other banks and financial institutions

Inside Bungladesh (Note 4.1)
Outside Bangladesh (Note 4.2)

Inside Bangladesh
On demand deposit accounts

Standard Chartered Bank --Currcnt account
Southeast Bank Ltd - Current account

On Short Term Deposit (STD) accounts

Southeast Bank Ltd.

ONE Bank Limited

Prime Bank Limited

Bank Asia Limited

Pubali Bank Limited

Janata Bank

Bangladesh Krishi Bunk

The City Bank Limited

Agrani Bank

Islami Bank (BD) Ltd.

United Commercial Bank Limited
National Bank Limited

Sonali Bank

The Oriental Bank Limited
Arab Bangladesh Bank Limited
Rupali Bank Limited

Uttara Bank Limited

16

2006 2005
Taka Tuka
1,120,511,667 650,193,000
1,126,122,000 682,048,000
5,610,333

2,913,330,333
2,907,720,000

31,855,000

1,690,502 600
1.871.65,000

(5.610.333)

181,462,000

213,317,000

2,274 811,764
60,389,066

1,140,0" 459
22 515,829

2,335,200,830

1,162,526,288

829,128 -
3,052 3,052
832,180 3,052
728,872 5,677,599
434,207 18,128,350
1,000 17
- 67,736
207,952,679 209,48( 467
151,000,920 101,54, 636
132,009,651 132,553,145
25,307,117 13,884,391
103,714,409 30,556,432
20,500,440 3,238,836
541,487 2,019,56°¢
319,203 LO6E a5
68,731,391 2,34 042
359,359 95753
560,927 25,000
31,817,922 €,670,784
. 10.000

743,979,584

535,787,095
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On fixed deposit accounts

With banks:
Arab Bangladesh Bank Ltd.
Habib Bank Ltd.
Jamuna Bank Ltd, )
First Security Bank Ltd.
Bank Asia Ltd.
With financial institutions:
Industrial & Infrastructure Development Finance Co. Ltd.
International Leasing & Financial Setvices Ltd.
Uttara Finance & Investment Limited
Far Bast Finance & Investment Limited
Union Capital Limited

National Housing Finance Company Ltd.

Prime Finance & Investment Co. Ltd.

Phoenix Leasing Company Ltd.

Industrial Promotion & Development Co. of Bangladesh Lid.
United Leasing Co. Ltd.

Delta Brac Housing Finance Corporation Ltd,

Lanka Bangla Finance Co. Ltd,

4.2 Balance with other banks and financial institutions

(outside Bangladesh on demand deposit accounts ) 7

On demand deposit accounts (Non interest bearing) with:

Standard Chartered Bunk-NY (USD)

- Mashreq Bank NY (USD)
The Bank of Nova Scotia- Cunada (CAD)
Citibank NA (USD)
AB Bank Mumbai (ACU Dollar)
Crescent Comm,. Bank Karachi (ACU Dollar)
ICICI Mumbai (ACU Dollar) '
Standard Chartered Bank-UK (GBDP)
Hypovereins Bank Germany (EURO)
HSBC-NY (USD)
HSBC - UK (GBP)
HSBC - AUS (AUD)
HSBC - Pakistan (ACU)
HSBC - India (ACL)
Union DE Banques Arabes ET Francaises (JPY)
Westpack Banking Corporation, (AUD)

Details are shown in Annexure - C.

Industrial Development Leasing Company of Bangladesh Ltd,

100,000,000
100,000,000 .
200,000,000 -
100,000,000 <
2 50,000,001
100,000,000 50,000,000
150,000,000 100,000,000
150,000,000 104,220,312
30,000,000 30,000,000
50,000,000 20,000,000
. 150,000,00(
. 100,000,00¢.
100,000,000 -
50,000,000 2
100,000,000 3
100,000,000 .
150.000,000 .
50,000,000 .
1,530,000,000 604,220.312
2,274.811.764 1,140,010,45¢
1,715,906 666,490
204,949 10,483
138,670 288,33¢
3,381,874 131,004
74,583 6,705
. 50,451
1,181,410 5,650,457
121,556 65,614
3,907,920 3,182,010
40,467 744 11,360,514
7,285,997 468,387
459 596 241,771
250,374 -
232,195 -
40,414 111,102
925,878 282,505
60,385,066

22,515,829




Rahman Rahman Huq
Chartered Accountants

4.3 Maturity grouping of balance with other banks and financial institutions

Upto one month

135,619,205 22,518,881
More than one month but not more than three months 669,581,625 535,787,095
More than three months but not more than one yeur 1,530,000,000 604,220,312
More than one year but not more than five years

More than five years

& s &
2,335,200,830 1,162,526,288

5. Money at call and on short notice-

Banking company

Non-banking financial institutions:
Industrial Promotion and Development Co. of Ban gladesh Ltd,

100,000,000 50,000,000

Delta Brac Housing Finance Corporation Ltd. , - 30,000,000

Fareast Finance & Investment Ltd. ! 30,000,000 -

United Leasing Company Ltd. 20,000,000 s

Investment Corporation of Bangladesh Limited 200,000,000 3 -

Phoenix Leasing Company Ltd, 80,000,000 - B g

International Leasing & Finuncial Services Ltd. 150,000,000 k. :

Industrial & Infrastructure Development Finance Co. Lid. 20,000,000 - ;
600,000,000 80,000,000 i

6. Investments

Government securities (Note 6.1)

, : 3,554,997,837 1,873,314,600 |
Other investments (Note 6.2) 213,014,234 290,500,000 !
3,768,012,.071 2,163,814.600 !

g |
Investments in securiies ure classified as follows: - E

-
i
Held for trading (HFT) 1,048,959,050 . T
Held to maturity (HTM) 2,505,385,787 -
Other securities

213,667,234
3,768,012,071

6.1 Government securitics

Treasury Bills (Note 6.1 .2)

1,342,527,229 842,600,000 :
Treasury Bonds (3 years TNT) 19,635,298 -
Treasury Bonds (5 years BGTB) 49,518,447 -
Treasury Bonds (10 years BGTB) 2,142,663,863 1,030,000,000
Prize Bond 653,000 714,600

3,554,997,837 1,873.314,600




6.2

Rahman Rahman Huq
Chartered Accountants

Treasury bills

28 days Treasury bills
30 days Treasury bills
2 Years Treasury bills
5 Years Treasury bills
6 months reverse REPO

Other investments

Ordinary shares (details are shown in Annexure - D)
Industrial and Infrastructure Development Finance Co. Ltd.
(100,000 ordinary shares of Tk. 100 each )

Bank Asia Limited
(2,300 ordinary shares of Tk. 100 each fully paid)

Mercantile Bunk Limited
(2,700 ordinary shares of Tk. 100 each fully paid)

Central Depository Bangladesh Ltd.
(40,000 ordinary shares of Tk. 100 each fully paid)

Preference shares
United Cement Industries Ltd. 3
(200 preference shares of Tk. 100 each at a premium of Tk.

99,900 per share at a fixed dividend of Tk, 110,000 per share

redeemable after 5 years )

Debentures
United Leasing Company Ltd.

Bonds
Dutch Bangla Bank Ltd. Bonds

Zero Coupon Bonds
Industrial and Infrastructure Development Finance Co. Lid.

Industrial Development and Leasing Co. of Bangladesh Ltd.
United Leasing Company Ltd.

2006 2005
Taka Taka
799,160,150 70,000,000
249,798,900 -
19,152,304 40,000,000
274,415,875 290,000,000
i 442,600,000

1,342,527229

842,600,000

10,000,000 10,000,000
230,000 230,000
270,000 270,000

4,000,000 4,000,000
14,500,000 14,500,000
- 20,000,000
100,000,000 100,000,000
30,000,000 30,000,000
44,965,030 66,000,000
18,374,875 50,000,000
5.174,329 10,000,000
68,514,234 126,000,000

213,014.234

290,500,000




6.3

7.2

13

Rahman Rahman Hugq
Chartered Accountants

Maturity-wise grouping

Upto one month

More than one month but not more than three months
More than three months but not more than one year
More than one year but not more than five years
More than five years

Loans and advances

Overdrafts

Demand loans

Term loans

Lease finance (Note 7.2)
Small and medium enterprises
Credit cards

Staff loans

Bills purchased and discounted (Note 7.12)

Maturity-wise grouping

Up-to one month

More than one month but nol more than three months

More than three months but not more than one year

More than one year but not more than five years
More than five years

Lease finance

Lease finance receivables within 1 year
Lease finance receivables within 5 years

Loans and advances under the following broad categorics

Inside Bangladesh:
Loans
Overdrafts

Outside Bangladesh

20

[y
]
jnl

0
aka

|

=3

1,049,612,050
213,014,234

362,721,924
2,142,663,863

70,714,600
442,600,000

456,000,000
1,194,500,000

3,768,012.071

2,163,814,600

N

1,622,104,860

1,300,948,646

993,364,955 965,503,471
6,537,569,949 4,278,213,605
353,257,694 339,148,317
9,937,018,916 4,852,960,094
1,229,884 5
97,194,773 52,344,311
19,541,741,031 . 11,789,118 444
15,424,349 ' 2,194,078

19,557,165,380

11,791;312,522

92,951,763
404,242,161
2,016,426,274
13,700,432,989
3.343.112,193

1,127,324,795
555,690,003
2,703,883,776
7,274,148,048
130,265,900

19,557,165,380

111,791,312, 522

-~

190,281,648 8,862,532
162,976,046 330,285,785
353,257,694 339,148,317

17,935,060,520
1,622.104,860

10,490,363,876
1,300,948,646

19,557,165,380

11,791,312,522

15,557,165,380

11,791,312,522




e

7.4  Geographical location-wise grouping
2006 2005
Tuka Taka
Inside Bangladesh:
Dhaka Division 12,817,231,916 7,884,679,821
Chittagong Division 3,437,994,762 2,044,006,962
Khulna Division 752,951,373 662,762,391
Sylhet Division 374,121,541 182,244,954
Barisal Division 572,399,054 336,867,661
Rajshahi Division 1,602,466,734 680,750,733
19.55‘)‘7,165,380 11,791,312,522
Outside Bangladesh : - -
19,557,165,380 11,791,312,522
7.5  Significant concentration-wise grouping
Directors and others - -
Managing Director and CEO 5,768,819 1,434,865
Consumers 5,384,070,799 10,554,033,210
Industries 14,075,899,808 7 1,183,500,135
Other advances (staff) 91,425,954 ° 52,344,312
- 19.557,165,380 11.791,312.522
7.6 Details of large loan
Number of clients with amount of outstanding and classified loans to whom loans and advances sanctioned exceeds
10% of the total capital of the Bank. Total capital of the Bank was Tk 2,496.29 million as at 31 December 2006 (Tk
988.89 million in 2005). For more details please refer to Annexure - E.
i Grouping as per classification rules
Unclassified 18,407,463,044 11,399,949,927
. Special mention account 554,917,526 126,183,658
Sub-standard 276,063,082 98,633,410
Doubtful 176,663,839 104,738,534
Bad/loss 142,057 889 61,806,993
19,557,165,380 11.791,312,522
7.8
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Sector-wisc allocation of loans and advances

Agriculture, fishing, forestry and dairy firm

1,001,916,113 471,634,345
Industry (jute, textiles, garments, chemicals, cements, ete.) 803,394,480 498,123,343
Working capital financing 1,845,968,883 452,225,832
Export credit 303,413

Commercial credit
Small and cottage industries
Miscellaneous

21

9,845,341,742
579,278,590
5,481,265,572

5,890,511,616
233,101,451
4,245,412,522

19,557,165,380

11,791,312,522.
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Particulars of required provisions for loans and advances

Base for provisin 2006 2005
Status Taka Tuka Taka
Unclassified - Generul provision 18,310,268,282 361,474,865 195,581,933
Special mentioned account (SMA) 525,888,602 26,294,430 5,956,711
Classified - Specific provision: ;
Sub-standard 250,111,904 50,022,381 18,033,709
Doubtful 160,681,534 80,340,767 44,908,592
Bad/loss 116,554,342 116,554,342 | 48,677,371 ‘
: 246,917 490 111,619,672
Required provision for loans und advances 634,686,785 313,158,316
Total provision maintained (Note 12, 1) 646,426,378 340,020,211
Excess/(short) provision at 31 December 11,739.593 26,861,895
Particulars of loans and advances
i) Debts consicered Bood in respect of which the bank is
fully secured; 2,805,360,805 ~ 1,864,409,722
il)  Debts considered pood for which the bank holds no o b
other security than the debtors' personal security; 7,134,312,650 472,068,013
iii)  Debts considered good secured by the personal
liabilities of one or more parties in addition to (he
personal security of the debtors; 9,617,491,925 9,454,834,787
iv)  Debts considered doubtfu] or bad, not provided for - ; -
e ———
19.557,165,380 11,791.312,522
V) Debts due by direclors or officers of the bank or any of A
them either severally or jointly with any other persons; 97,194,773 52,344,311
vi)  Debts due by companies or firms in which the directors or
officers of the bank are interested as directors, partners or
managing agents or, in case of private companies, as - -
members;
Vi) Maximum tot] amount of advances, including lemporary
advances made any time during the year to directors
OF managers or officers of the bank or any of them
either severally or jointly with any other persons; - -
viii)  Maximum totu] amount of advances, including temporary
advances granted during the year to companies or
firms in which the directors of the bani are interested
as directors, purtners or managing agents or, in case of
private companies, as members; ~ -
1X)  Due from banking companies: % .

22
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x)  Classified loan for which interest/profit not charged
(a) Increase/decrease of provision (specific) 133,266,164 47,073,751
Amount of debts written off 48,963,124 58,368,332
Amount realised against the debts
previously written off 2,688,086 818,253
(b) Provision against the debt classified as J
bad/loss at the date of balance sheet 142,057,889 61,806,993
() Amount of interest charged in suspense account 117,853,867 56,602,970
xi}  Cumulative amount of the wrilten off loan and the
amount written off during the current year should be
shown separately. The amount of written off loan for
which law suit has been filed should also be mentioned
- - Current year 48,963,124 58,368,332
- Cumulative to date 107,331,456 - 58,368,332
The amount of written off loans for which law suit filed 92,960,000 58,368,332

7.11  The directors of the Bank have not taken an

y loan from the Bank during the year or there is no outstanding loan
balances with any director of the Bank. :

7.12  Bills purchased and discounted

Inside Bangladesh 15,424,349 2,194,078
"Outside Bangladesh - -
15,424 349 2,194 078
7.13  Maturity wise grouping of bills purchased and discounted
Upto one month 440,290 979,365
More than one month but not more than three months 9,761,420 1,214,713
More than three months but not more than one year 5,222,639 -
More than one year but not more than five years - -
More than five years - -
15,424,349 2,194,078 -
8. Fixed assets including premises and furniture and fixtures
Cost:
Furniture and fixtures 118,705,566 62,133,833
Office equipments 57,091,077 24,385,164
Office machineries 22,206,685 11,163,269
Computer hardware 183,728,748 54,057,058
Computer software 65,693,414 17,960,538
Motor vehicles 10,207,061 9,104,795
Leased assets 99,996,639 s
557,629,190 178,804,657
Less: Accumulated depreciation and impairment 168,254,058 22,449,166
Net book value at the end of the year 389,375,132 156,355,491
Details are shown in Annexure - F.
= e
L ]
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Other assets

Stock of stamps

Interest receivables

Other receivables

Stock of security stationery

Stock of printing stationery

Advance to staff and supplier

Prepaid interest expenses on IFFD
Deferred expenditure

Advance payment of income tax
Advance to staff for mobile phone purchase
Advance to staff for motor cycle purchase
Advance against branches

Advance against rent

Advance security deposit

Advance against SWIFT

Advance for software mj gration

Advance to BRAC AFGAN Bank
Advance cash to Group-4 for ATM replenishment
Sanchayapatra

Travelers cheque

Frauds, forgeries and operaling loss
Interbranch account

Leased assels - Premises

over the term of the lease,
Non income generating other assets

Stock of stamps

Other receivables (Note 9.1.1)

Stock of security stationery

Stock of printing stationery

Advance to staff and supplier

Deferred revenue expenditure

Advance payment of income tax

Advance to staff for mobile phone purchase

Advance to staff for motor cycle purchase
Advance against branches

Advance against office rent

Advance security deposit

Advance against - SWIFT

Advance for software mi gration

Advance to BRAC AFGAN Bank

Advance cash to Group-4 for ATM replenishment
Frauds, forgeries and operating loss

Leased assets - Premiges

Interbranch account (Note 9.1.2)

24

2006 2005

69,062 176,558
93,585,455 63,909,198
32,909,476 4,664,647
2,827,566 2,470,561
7.919,282 4,662,997
8,765,981 9,241,253
233,954,532 69,023,584
10,236,147 6,946,513
453,381,603 221,751,459
246,560 251,560
51,671,137 33,048,490
59,241,644 33,851,177
50,691,395 31,461,106
1,181,000 520,090
1,917,919 2,157,655

123,596,956 .

252,196 -

16,000,000 .
11,259,682 3,853,775
2,753,258 1,495,786
110,000 55,000
22,936,037 16,776,285
4,167.333 4,211,666

1,189,674,221

510,529,360

69,062 176,558
32,909,476 4,664,647
2,827,566 2,470,561 -
7,919,282 4,662,997
8,765,981 78,264,837
10,236,147 6,946,513
453,381,603 221,751,459
246,560 251,560
51,671,137 33,048,490
59,241,644 33,851,177
50,691,395 31,461,106
1,181,000 520,090
1,917,919 2,157,655
123,596,956 Py
252,196 .
16,000,000 2
110,000 55,000
4,167,333 4.211,666
22,936,037 16,776,285
848,121,294 441,270,601

=
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9.1.1 Other receivables
Remiltance in transit 12,196,912 11,979,513
Receivable against remittance 20,399,469 2,414,504
Receivable against bills pay 30,000 -
Account receivable - RCY (Unclaimed) - USD 151,888 .-
Loan penal interest recejvable 131,207 130,207
Others - 140,423
32,909,476 4.664,647
9.1.2 Interbranch account
Interbranch account - BDT (Note 9.1.2. 1) 1,594,900 4,327 344
Interbranch account - FCY (34,520) 1,023,479
Interdivision account 16,115,323 9,430,313
Spot exchange - BDT ’ (85,460,212) (18,103,502)
Spot exchange - FCY . 85,446,949 18,103,502
Forward exchange - BDT 71,876 48,088
Asset for distribution 3,500,000 g 3,400,000
Liability for distribution - (1,424,803)
Merchant POS settlement account (304,279 (28,136)
22.936.037 16,776,285
9.1.2.1 Interbranch account - BDT
Interbranch account - Debit : 10,267,380,276 6,599,809,117
Interbranch account - Credit : _QD,265,785,376) __(6.595,481 173)
1,594,900 4,327,344
Branch adjustment dccounts represent outstanding inter-branch and head office transactions (net) which are originated
but not to be responded by the counter transaction at the balance sheet date However, the unresponded entries of 31
December 2006 are given below

No. of unresponded

entries Unresponded Balances (Taka)
Debit Credit Debit Credit . Balance

Less than 3 months 129 18 2,297,741 259,520 2,038,221
3 months to less than 6 months 29 43 255,815 665,503 (409,688)
6 months to less than 1 year 10 7 17,257 19,007 (1,750)
1 year and more 24 23 459,808 491,692 (31,883)

192 91 3.030.621 1,435722 1,594 500

L ==
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Borrowing from other banks, financial institutions and agents:

In Bangladesh 00 2005
Interest rate Tenure Tuka Taka
Secured

Refinance from Bungladesh Bank 5% - 6%

Un secured
Uttara Bank Limited
One Bank Limited
Commercial Bank of Ce ylon Limited .
United Commercial Bank Limited

Money at call and on short notice
The City Bank Limited
Bangladesh Commerce Bank Limited
Pubali Bank Limited
Uttara Bank Limited

" Agrani Bank

Mutual Trust Bank Limited
State Bank of India
Premier Bank Limited
Infrastructure Development Cormpany Limited

Maturity wise grouping

Upto one month
More than one month but not more than three months
More than three months but not more than one year

More than one year but not mare than five years
More than five years

Deposit and other accounts

Current deposit and other accounts
Bills payable (Note 11.2)

Saving deposits

Fixed deposits

Other deposits (Note 11.3)

Maturity-wise grouping

Payable on demand

Payable within 1 month

Over 1 month but within 6 months
Over 6 month but within 1 year
Over 1 year but within 5 years
Over 5 years but within 10 years

3-5 years 432,974,167

100,000,000
50,000,000
130,000,000
50,000,000
150,000,000
50,000,000
200,000,000

130,000,000

40,000,000
900,000,000

1,332,974,167
_

954,574,000

378,400,167

_—
1.332,974,167
—_"‘_-_.'_q

3,060,293,660
113,744,828
2,936,582,930
16,742,577 461
148,722 810

23,001,921,689
_-_—=-__-—==

1,917,628,229
4,156,406,387
8,939.450,712
6,287,334,041
1,205,191,686

495,910,634

23.001,921,689
%

<

763,391,667

100,000,000
100,000,000
100,000,000
100,000,000
400,000,000

100,000,000

100,000,000

100,000,000

10,000,000

310,000,000

—————
1,473,391,667
%

510,000,000
200,000,000 -

763,391,667

1,473,391 667
====%=

3,288,528,993
122,593,253
1,863,763,753
8,051,558,273
82,566,118

13.409,010,390
%

865,159,745
3,005,£38,102
4,033,855,977
3,654,408,081

.1,636,837,195

212,311,290
13,409,010,390
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11.2  Bilis payable

2006 2005

Local drafts issued and payable 70,042 70,000
Slamp charges realised from loun clients 1,554,182 755,234
Insurance premium collecled from SME loug clients 26,147 23] 5,835,312
Payment orders issued 70,512,654 110,653,374
Sundry creditors 67,721 73,752

* Payment orders to be issued 13,155,333 4,353,529
Security deposits 1,900,088 852,052
Payable - cardg 337577

113,744 828 122,593,253

11.3  Other deposits

Foreipgn currency deposit

12,006,854 1,737,932
Sundry deposit (Note 11.3.1) 136,715,956 80.828 186
148.722 810 82,566,118
11.3.1 Sundry deposit

Margin on FCC 7,124 -
Security money 3,561,503 1,837,216
SME loan installment and charges recovery 518,328 411,993

Margin on retyj] clients loany and advances 29,102,968 -
Non-resident non-convertible taka account 75,184,047 47,937,599
Non-resident foreign currency aceuni 13,195 465 16,295,641
Sundry deposits against clienty {ease finance 9,593,078 12,569,714
Other forejgn currency liability 5.553.443 1,776,023
136,715 956 80:828.186

12.  Other liabilities
Notes

Provisions for loans and advances 12.1 646,426,378 340,020,211
Provisions for others 191,472 544 313
Interest suspense 12.2 117,853,867 56,602,970
Wilhholding tax payable 12.3 30,211,355 6,716,350
Provision for taxation {(Including deferreqd Lax) 12.4 542,593 774 254,192,158
Interest payable 404,036,335 221,083,768
Accrued expenses 82,909,684 38,289,771
Excise duty 28,475 735 13,984,965
VAT payable 12,374,862 2,971,061

Obligation under finance Jeuge 12.5 22,290,815 =
Others 35,0150 19,967,560

Share Subscription - [PQ (refund warrant) 1,561,242 801 -
Other bank cheque clearing account 21,649,606 5,471,910
Un-earned intereg on treasury bjll - 37,879,564
Un-earmed interest on Lreasury bond - (3,509,756
Un earned interest on Zero Coupon Bond - 6,418,287
Margin on L/C 53,393,078 47487118
Margin on LG 1,061,347 3,135,410
REPO with Bangladesh Bank und other banks - 92,600,000
3.559,726.180) 1.210,675.172

" s
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12.2

12.3

12.4
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Provision for loans and advances

A.  Specific
Balance at the beginning of the year
Add: Provision made during the year

Less: Write off during the year
Balance at the end of the year

B.  General
Balance at the beginning of the year
Add: Provision made during the year
Balance at the end of the year

Net actual provision at the end of year (A+B)
Interest suspense

Balance at the beginning of the year
Add: Transferred during the year

* Less: Amount of interest suspense recovered

Less: Write off during the year
Balance at the end of the year

Withholding tax payable

Withholding tax payable on interest
Withholding tax payable (suppliers)

Withholding tax Payable (contractors ang consultants)

Withholding tax Payable (staff salaries and allowance)
Withholding tax payable (rent)

Withholding tax Payable (export on knitwear)
Withholding tax payable on commission or fees paid
Withholding tax payable on export cash subsidy

Provision for taxation

Current (Note 12.4.1)
Deferred (Note 12.4.2)

2006 2008
134,061,420 86,987,669
171,780,596 93,497,121
305,842,016 180,484_,790
38,514,432 46,423,370

267,327,584

134,061,420

A

205,958,790

60,042,313
173,140,004 145 916,478
379.098.794 205,958 791
646,426,378 340.020.21]
56,602,970 © 13,657,843
221,420,602 185,484,260
278,023,572 199,142,103
149.721.014 130,594,171
128,302,558 08,547,932
10,448,691 11,944,962
117.853.867 56,602.970
19,553,809 < 6,249,776
3,905,107 22611
3,021,227 253,705
2,964,076 13,635
173,558 176,623
96,738 2
221,740 .
275,100 -
30,211,355 6,716.350
498,511,560 246,289,944
44082214 7.902.214
542,593,774 254,192,158
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Provision for current taxation

2006 2005
Balance at the beginning of the year 246,289,944 110,552,935
Add: Provision made during the year 334,920,000 139.777,786
581,209,944 250,330,721
Less: Adjustment of tax provision for previous years 82,698,384 4,040,777
Balance at the end of the year 498 511,560 246,289,944

Assessment upto the income year ended 31 Dece

mber 2004 corresponding to the ussessment year 2005-20006 has been
completed. .

LY

Assessment for the year 2001 (assessment year 2002-2003) is under appe

al with the High Court preferred by the bank
against tax department’s demand for additional tax of Tk 3,367,206 which

has been shown as contingent liability.

Provision for deferred taxation

Balance at the beginning of the year

7,902,214 -
Add: Provision made during the year 36,180,000 " 7,902,214
Balance at the end of the year 44,082,214 7,902,214

Obligation under finance lease

Furniture and fixture

11,986,942 -
Office equipments

1,469,933 -

Office machineries 1,523,445 -
Computer hardware 5,310,007 -
Computer software 1,397,564 -
Motor vehicles 602,924 = -

22,290,815 -
Ordinary share capital
Authorized capital:
20,000,000 (2005: 10,000,000) ordinary shares of Tk. 100 each 2,000,000,000 1,000,000,000

Authorized share capital of the bank was Tk 2,000,0(

10,000 (20,000,000 ordinary shares of Tk 100 each) at the time of
incorporation of the bank in May 1999,

The authorized share capital was reduced from Tk 2,000,000,000 to Tk 1,000,000,000 through an Extra-ordinary
General Meeting held on 24 June 2001. Authorized share capital was shown as Tk 1,000,000,000 in the accounts since
then. The resolution 1o reduce the authorized share capital taken in J
on 26 May 2006 as the legal formalities in reg
capital were not met,
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Issued, subscribed and paid up capital:

10,000,000 (2005: 5,000,000) ordinary shares of Tk. 100 each

Shareholding position was as follows:

2006 2005
Tauka Tuka

1,000,000,000 500,000,000

Face value (Taka)

Number 2006 @g;
BRAC - 3,173,900 317,390,000 317,390,000
ShoreCap International Ltd. 875,700 87,570,000 87,570,000
Intemational Finance Corporation (IFC) 949 800 94,980,000 94,980,000
Non-resident Bangladeshis 500,000 50,000,000 .
Mutual Funds 500,000 50,000,000 -
General public 4,000,000 400,000,000 -
Others 600 60,000 60,000
10,000,000 1,000,000,000 500,000,000
Classification of shareholders by holding:
No. of Percentage él‘
shareholders No. of shares holding of shires
“Less than 500 shares 89,974 4,446,000 ‘44,46
501 to 5,000 shares 31 41,000 0.41
5,001 to 10,000 shares 6 42,600 0.43
10,001 to 20,000 shares 4 57,500 0.57
20,001 to 30,000 shares 2 45,250 0.45
30,001 to 40,000 shares - - -
40,001 to 50,000 shares 1 35,600 0.36
50,001 to 100,000 shares _ 1 98,250 - 0.98
100,001 to 1,000,000 shares 4 2,059,900 20.60
Over 1,000,000 shares 1 3,173,900 J31.74
90,024 10,000,000 100.00

Initial Public Offering (IPO)

Out of the total issued, subscribed, and fully pajd up capital of the bank 5,000

amounting to Tk 500,000,000 was raised through Initial public offering of sh
per share,

Redeemable preference share capital

1,500,000 preference shares (9%, 5 years cumulative

redeemable) of Tk 100 each

Breakup of shareholders ure given below:

No. of shares

IDLC of Bangladesh Ltd, 500,000
United Leasing Company Ltd. 500,000
Green Delta Insurance Co, Lid. 500,000

30

,000 ordinary shares of Tk. 100,00 each
ares held in 2006 at a premium of Tk 70

2006
Taka

(]
=
L

|

3

150,000,000 -

50,000,000 : -
50,000,000 -
50,000,000 -

150,000,000
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Capital Adequacy Ratio

Calculated as per BRPD Circular No. 10 issued by Bangladesh Bank on 25 November 2002.

Tier - I (core capital)
Paid up capital

Share premium
Statutory reserve
Retained earnings

Tier - IT (supplementary capital)

General provision

Preference share

Exchange equalization fund

Total capital

Total Risk Weighted Assets

Required Assets based on Risk Weighted Assets (9%)
Surplus

Capital Adequacy Ratio:

On core capital (against standard of minimum 4.5%)
On total capital (against standard of minimum 9.0%)
Share premium

5,000,000 ordinary shares @ Tk 70 per share
Particulars of share premium as on 31 December:
Non-resident Bangladeshis

Mutual funds
General public

Statutory reserve
Balance at the beginning of the year

Add: Adjustment in respect of earlier years
Restated balance at the beginning of the year

Add: Transferred from profit during the year
Balance at the end of the year

2006 2005
1,000,000,000 500,000,000
350,000,000 . -
251,204,796 58,396,570_
365,943,241 224 490,340

1,967,148.037

782,886,910

-

379,098,794

205,958,790

150,000,000 -
45,000 45,000
529,143,794 206,003,790
2,496,291 ,831 988,890,700
18.451,509.000 10,534.864,000

1.660,635.810

948,137,760

40.752.940

835,656.021
10.66% 7.43%
13.53% 59.39%
350,000,000 * -
Number
500,000 35,000,000 -
500,000 35,000,000 -
4,000,000 280,000,000 -
5,000,000 350,000,000 -
58,396,570 19,860,550
51,736.000 "
110,132,570 19,860,550
141,072,226 38,516,020
251,204,796 58,396,570

P Sobos asd
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17.  Retained earnings
2006 2005
Balance at the beginning of the year 224,490,340 70,346,259 i
Less: Adjustment in respect of earlier years: j
For 2004 22,200,000 ’ | ;
For 2005 29.536,000 ‘ ' L.
51,736,000 -
Restated balance at the beginning of the year 172,754,340 70,346,259
Add: Unappropriated profit for the yeur 193,188,901 154,144,081
Balance at the end of the year 365,943 241 224,490,340
Adjustment of Tk 51,736,000 has been muade in the opening retained eamnings in order o cover up the shortfull in
slatutory reserve resulted in previous years due to ransferring 20% of net profit after tax to statlutory reserve instead of
transferring 20% of net profit before tax. Comparitive information has not been restated s i was impracticable to do
50,
18.  Income statement |
Income: ;
Interest, discount and similar income 3,189,776,361 1,747,627 486
~ Dividend income - 2,559,909 2,500,000
Fees, commission and brokerage 355,854,613 179,823,587 ;
Gains less losses arising from dealing securitjes - - i
Gains less losses anising from investment securities - - ‘
Gains less losses arising from dealing in foreign currencies 159,549,578 91,249,436
Income from non-banking assets - -
Other operating income 4,325,882 2,846,359 1
Profit less losses on interest rate changes - -
Nominal value of bonus share recejved - - |
3,712.066.343 2.024,046,868 B
Expenses: e
Interest, fees and commission 1,634,640 822 850,729,209 i
Losses on loans and advances . g
Administrative expenses 778,611,019 495,944 472 i
Other operuting expenses 155,559,931 77,940,198
Depreciation an banking assets 92,847,544 19,114,977
2,661,659.316 1,443 728 856
Income over expenditure 1.050,407,027 580,318,012 [
19.  Interest income ! l
Interest on loans and advances: _ P
Retail 643,523,534 290,619,137 i
Corporate 575,372,015 291,491,605 L
Lease finance 47,760,928 29,413,346 |
SME 1,520,110,900 844,159,210 :
. Credit cards 1,127 -
Staff 5,487,755 2,377,030 i

2,792.256,259
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Interest paid on deposits and borrowing etc.

Interest on deposits
Interest on money at call and on short notice
Interest on refinance from Bangladesh Bank

Income from investment

Interest on treasury bills and bonds

Interest on debenture

Interest on money ut call and on short notice
Dividend on shares

Interest on fixed deposits with other banks
Interest on balunce with other hanks
Interest on zero coupon bond

Commission, exchange and brokerage

Commission from sale of sanchaya patra
Commission from issue of payment orders
Commission from issue of letter of guarantee
Commission from issue of letters of credit (Import & Export)
Commission on underwriting contract
Commission on visa processin &

Commission from remittances

Account activity fees

Import and export related fees

Fees and commission - Curds

Other fees (Note 22.1)

Foreign exchange earnings

Cancellation fees

Cheque collection fees

Fees on incoming remiltances

Loan processing fees

33
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1,547,102,491

788,875,084

58,041,836 22,882,014
29,496,495 38,972,111
1,634,640,822 850,729,209
2437258512 129,648,597
10,000,000 12,922,222
19,255,556 18,219,751
2,559,509 2,500,000
97,494,029 109,769,174
19,773,579 9,282,123
7.738.426 9.,725.291

400,080,011

292,067,158

- 789,435

1,798,437

2,039,233 1,481,823
4,537,710 811,161
16,464,931 12,564,777
x 20,000
5,781,404 2,121,658
- 29,754
17,657,503 7,823,755
3,238,457 2,312,090

71,071 ) g
120,288,478 47,766,035
159,549,579 91,249,436
125,493 61,900
801,072 . 373,929
28,130,934 4,145,139
154,919,890 99,522,131
515.404.192 271,073,023

]
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Other fees

Passport endorsement fees

Relationship fees

Minimum balance fees

Charges for locker

Postage

Loan penal fees

Loan early settlement fees

DPS penal fees

DPS early settlement fees

Service charges for ATM card

Fund collection/ transfer fees

Merchant service fee

Student service center feeg

Service charges realization

IOM service charge

Annual membership fees - Premium banking
Early settlement fees - SME loan
Syndication arrangement fees

Service cha.rgé for - BIZNESS account - BDT

Rent, taxes, insurance, lighting etc.

Rent, rates and taxes
Insurance

Power and electricity
WASA and sewerage

Postage, stamp, telegram and telephone

Postage

Telegram, telex, fax and e-mail
Court fees and stamps
Telephone - Office

Telephone - Residence

Stationery, printing, advertisement etc,
Stationery and Printing

Security stationery
Advertisement

34

2006 2005
598,230 222,228
52,367,670 27,212,550
486,353 z
1,284,419 686,878
118,180 37,335
18,566,714 10,378,901
1,568,972 675,245
658,788 358,151
618,800 275,800
25,816,272 7,519,026
67,362 13,068
240,926 10,353
2,697,650 372,000
351,595 4,500
933,100 =
619,500 <
1,387,342 .
7,761,605 .
145,000 .
120,288.478 47,766,035
41,727,634 55,185,059
12,275,985 13,602,592
10,262,987 7,472,840
919,530 < 945730
65,186,136 77,206,221
11,668,053 7,453,374
17,097,996 8,899,268
216,115 291,152
41,990.118 26,086,904
13,711 26,070
70,985,993 42,756,768
41,773,822 26,849,495
8,153,458 4,399,832
50,273,749 25,370,928
100,201,029 56,620,255
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| ] | 26. Directors' fees and expenses

Director's fees represent fees paid for attending board meeling @ Tk. 2,500 upto April 2006 and @ Tk. 4,000 from
May 2006 to December 2006 per board meeting and travel & hotel accommodation expenses of [oreign Director for
| attending the Board meeling,

Breakup of directors fees and expenses are:

2006 2005
Taka Taka
A Directors fees 255,000 134,;185
\ Travelling and others 536,093 619,985
| 791,093 754,470
| 27. Depreciation on and repairs to bank's property
; Depreciation
! Furniture and fixture 8,514,304 3,715,141
Office equipment 8,910,814 . 3,889,954
Office machinery 2,666,297 1,598,678
Computer hardware 33,819,408 7,833,134
Computer software 13,640,818 1,351,555
Motor vehicles 1,950,434 726,515
Leased assets 23,345,469 -
92,847 544 19,114,977
. Maintenance
Transport 9,758,842 5,682,700
i Equipment 2,314,751 1,864,594
| 4 Machinery 16,443 306,328
Computer 10,972,974 3,580,112
3 ‘ Premises 5,083,552 2,957,688
28,146,562 14,391,422
e 120,994 106 33,506,399
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28. Other expenses
2006 2005
Transportation and conveyance 28,533,847 17,991,075
Fuel expenses 5,043,941 2,122,026
Travelling 14,874,557 11,573,654
Professional fees 2,530,055 2,902,358
Entertainment 899,305 798,010
Staff welfare ) 17,515,913 8,624,245
SWIFT ' 1,808,035 2,022,638
Branch development ' 6,400,144 7,275,066
Books, news papers and periodicals 1,120,937 1,159,374
Donation and subscription 1,622,656 1,602,836
VAT and excise duty 145,112 182,792
Fraud, forgeries and operating loss 3,213,500 6,322
Staff training 11,763,054 5,988,376
Staff liveries ‘ 778,928 615,672
Staff recruitment . 1,601,934 492,473
Bank charges 32,169,765 14,067,361
Finance charge on leased assets 5,329,515 -
Crockeries 561,577 357.267
IPO expenses 14,380,914 -
Documentation charges - CIB 3,211,240 i
Data verification charge 1,077,440 -
Miscellaneous 976,962 158,653
155,559,931 77,940,198

29. Provision for loans and advances
For classified loans and advances 171,780,596 93,497,121
For unclassified louns and advances 173,140,004 <145,916,477

344,920,600 239,413,598
30. Income tax

30.1 Provision for Income tax

Current tax-

Provision for Income Tax has been made according to the Income Tax Ordinance 1984. During the year under review,
an amount of Tk. 334,920,000 (2005 : 139,777,786) has been provided for current income tax. Assessment up lo the
accounting year 2004, corresponding assessment year 2005-2006 has been completed.

Deferred tax

Deferred tax is provided using the liability method for timing differences arising between the tax base of assels and
liabilities and their carrying values for reporting purposes as per Bangladesh Accounting Standard (BAS) - 12. During
the year under review, an wmount of Tk. 36,180,000 (2005 : 7,902,214)) has been adjusted for deferred tax.
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30.2 -Contingcnt liabilities (taxation)

31.

3.1

32.

33.

Pre-operating expenses were shown as allowable expenses in the return for the Income year 2001 (ussessment year
2002-2003). After filing of the return, the Tax Authority disallowed these expenses. BRAC Bank Ltd, Filed an appeal
against order of the Tax Authority to the Additional Commissioner of Taxes (Appeal) who allowed these expenses. In
response, the Tax Authority filed a further appeal against the order of the Additional Commissioner of Taxes (Appeal)
to the Taxes Appellate Tribunal who again disallowed these expenses. BRAC Bunk Ltd. filled an appeal to The

Supreme Court of Bangladesh, High Court Division for revision in this matter and it is under process.

-

Weighted average earnings per share

Profit after taxation

Less: Preference dividend

Profit attributuble for distribution to ordinary shareholders
Weighted average number of shares (Note 31.1)
Weighted average earnings per share

Weighted average number of shares

5,000,000 shares held from 1 January 2006 to 25 December 2006

- 10,000,000 shares held from 26 December 2006 1o 31 December 2006

Cash and cash equivalent

Cash in hand (including foreign currency)

Balance with Bangladesh Bank and its agents banks
(including foreign currency) -

Balance with other banks and financial institutions

Money at call and on short notice

Contingent liabilities

Import letters of credit - Sight
Import letters of credit - Usunce
Guarantees issued

Tax liability

Forward contracts

Stock of travelers cheques (TC)
Stock of Govt. sanchaya patra

w ¥
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2006 2005
Taka = Taka
334,295,236 192,680,101
13,500,000 -
320,795,236 192,680,101
5,067,204 5.000,000
63.31 38.54
4,932,796
134,408
5,067,204

365,963,636
1,806,423,803

2,335,200,830
600,000,000

160,508,107
850,962,771

1,162,526,288
80,000,000

5.107,588.2069

2.253,997.166

851,845,400 1,112,043,100
21,766,900 10,608,100
216,575,186 66,154,551
3,367,200 3,367,200
207,388,200 134,505,000
5,433,448 3,282,723
12,851,000 12,851,000

1,319.227,340

1,342 811,680
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34. General
34.1 Audit Committee
An audit committee was conslituted by the Bo

2003. Subsequently, the Bourd of directors in
Commitice as under:

ard of Dircctors of BRAC Bank in its 23rd meeting held on 2 March [i
its 44th meeting held on 20 Seplember 2004 reconstituted (he Audit £

Sl

Status with Status with Educational ;
no, T_\Tilm_e_ the bank the commit;cc qualification
J 1) Mr. Syed Humayun Kabir Director Chairman B.Sc.
2)  Mr. Aminul Alam Director Member M.Sc.
3)  Mr. Imran Rahman Managing Member M.S.S. in Public

Director & CEQ Administration

During the period 31 December 2006, the Audit

Committee of the Board conducted 3 (three) meetings in which
among others, the following issues were discussed: 5

‘Reviewing the inspection report of Bangladesh Bank on Gulshan and Nawabpur branch,

: - Reviewing the inspection report of different Head Office departments, Branches and SME Unit Offices
3 conducted by the Bank's internal audit team from time to time,
B - Reviewing the inspection reports of Head office, Nawab
| Zinda Buazar branch conducted by BRAC Audit Team,
- Reviewing the core rigk management policies of the bank.

pur, Keranigonj, Agrabad, Moghbazar, Beanibazar and

- 342 Related Party/(ics) Transactions v
34.2.1 As on 31 December 2006, the bank had no wansactions with the Rela

led Party/(ics) as defined in the BRPD
4 Circulars No. 14 issued by the Bangladesh Bank on 25 June 2003,

£ 34.2.2 Name of Directors and the entities in which they have interest as on 31 December 2006:
Sl [Name of directors Status with the |Name of the firms/companies in Educational
Bank which they have interest qualification
- |01 |Mr. Fazle Hasan Abed Chairman BRAC Industries Ltd, FCMA, London

BRAC Kamafuli Tea Co. Ld.
BRAC Kaiyacherra Tea Co. Itd,

= ] BRAC banshkhali Tea Co, Ltd.

| ] BRAC Kodala Tea Bstate Lid,

| Bangladesh Netting Factory Ltd.

Industrial & Infrastructure

Development Finance Company Ltd.

02 [Mr. Syed Humayun Kabir Director BRAC Industries Ltd.

B. Sc (Hons), DU
03 |Mr. Quazi M. Shariful Ala, FCA Director

Delta Brac Housing Finance Corp.  |Graduate jn
Lid,

Economics from

LSE, UK.:
Mobil Jamuna Lubricants Limited FCA




34.2.4

34.2.5

34.2.6

34.2.7
34.2.3

34.3
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34.5

34.6

34.7

Rahman Rahman Huq
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Name of directors Status with the  |Name of the firms/companics in Educational
Bank which they have interest qualification
Mr. Aminul Alam Director Bangladesh Netting Factory Lid. M. Sc (Physics),
DU
BRAC Kamafuli Tea Co. Lid.
BRAC Kaiyacherra Tea Co. ltd.
BRAC Banshkhali Tea Co. Ltd,
Delta Brac Housing Finance Corp.
BRAC Kodala Tea Estate Lid.
Mr. Paul D Christensen Director Nil MBA, Cornell
University, USA
Mr. Imran Rahman Managing Nil M.S.S. in Public
Director & CEQ Administration
Significant contracts where bank is a party and wherein Directors have interest Nil
Shares issued to Dircctors and exceutives without consideration or exercisable at discount Nil
Lending Policics to related parties:
Lending to related parties is effected as per requirement of section 27(1) of the Bank Nil
Companies Act -1991.
Loan and advances to Directors and their related concern Nil -
Business other than Banking business with any related concern of the Direclors as per Nil
Section 18(2) of the Bank Companies Act 1991 :
Investment in the Sccurities of Dircclors and their related concern Nil

Number of employees

The number of Employees including contractual engaged for the whole year or

part thercof who received a total yearly
remuneration of Tk. 36,000 or above were 3,047 (2005: 1,650). a '

\‘.

Post balance sheet events

The Board of Directors in its 76th meeting held on 19 March 2007 has decided to declare stock dividend at the ratio
of 1:5 (one bonus share for every five shares held).

Coverage of external audit

The external auditor of the Bank, M/s Rahman Rahman Huq. Chartered Accountants worked about in excess of

. 1,850 man hour at head oftice, all branches and 40 SME Unit offices. During their audit, they audited above 80% of

the Bank's risk weighted assets as on the Balance Sheet date.

Share trading

The bank traded its ordinary shares in CDBL through DSE and CSE on 31 January 2007, The closing market price of
the day is Tk 531.50 at DSE and Tk 515.75 at CSE, '

General

Figures of previous year have been rearranged where cver considercd necessary to conform the current year's
presentation. '
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Annexure - A

BRAC Bank Limited

Statement of Liquidity
(Maturity Analysis of Assets and Liabilities)
for the year ended 31 December 2006

ASSETS:
Cash in hand

Balance with other banks
and financial institutions

Money at call and
short notice

Investments
Loans and advances

Fixed assets including
leased assets

Other asscts
Non-banking asscts
Total assets
LIABILITIES:

Borrowing from other

banks, financial institutions

and agents

Deposits

Provisions and other
liabilities

Total liabilities

Amount of net liquidity
difference

Net result of the Liquidity Statement represents the "Sharcholders Equity’ of the Bank.

Within
Within one to three
‘one month months
Taka * Taka
2,172,387,439 -
135,619,205 669,581,625 .
600,000,000 -
1,049,612,050 213,014,234
92,951,763 404,242,161
35,691,491 36,948977

Within
three to Within one
twelve months to five years
Taka Taka

1,530,000,000

2,016,426,274

34,831,242

1,007,404,569

362,721,924

13,700,432,989

212,779,146

109,628,784

More than

five years
. Taka

2,142,663,863

3,343,112,193

141,764,744

2,172,387,439
2,335,200,830

600,000,000
3,768,012,071

19,557,165,380

389,375,132

1,189,674,221

4.086.262,348  1,323,786.997

4,588,662 085

14,385,562,843

5.627,540,800

30,011,815,073

954,574,000 .
6,074,034,617  8,939,450,712
3.299 875,173 94,883,227

6,287,334,041

99,602,946

378,400,167

1,205,191,686

65,364,834

495,910,634

v

1,332,974,167

23,001,921,689

3,559,726,180

10,328 443,790  9,034,333,939

6,346,936,987

1,648,956,647

495,910,634

27,894,622 036

=(6,242.221,442) (7,710,546 ,942) (1,798,274,902) 12.736.606.157

5.131,630.166
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BRAC Bank Limited

Highlights on the overall activities

as at 31 December 2006

Total capital (core + supplementary)

Capital surplus/(deficit)

Total asscts

Total deposits

Total loans and advances

Total contingent liabilitics and commitments

Credit deposit ratio (%)

-Percentage of classified loans ugainst total loans and advances

Profit after tax and provisions

Amount of classified loans during the year

Provisions kept against elussified loans

Provision surplus/(deficit)

Cost of fund

‘Interest carning assets

Non-interest earning assets

Return on investment (ROI)

Return on assets (ROA)

Income from investment

Weighted average caming per share

- Net income per share

Price earning ratio

41

1,000,000,000
2,496,291,831
835,656,021
30,011,815,073
23,001,921,689
19,557,165,380
1,319,227,340

85.02%

3.04%
334,261,127
594,784,810
267,327,584
11,739,593

8.47%
28,774,318,6438
1,237,496,425

9.69%

1.42%
400,080,011
63.31
32.08

Annexure - B

500,000,000

988,890,700
40,752,940
16,876,009,139
13,409,010,390
11,791,312,522
1,392,446,015
T 87.94%
2.25%
192,680,101
265,178,937
134,061,420
26,861,896
. 7.58%
16,278,383,048
597,626,091
8.54%
1.43%
292,067,158
38.54
38.54
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BRAC Bank Limited

Investment in Shares
As at 31 December 2006

Amnexure - D

No. of Quoted rate )
_ shares per share |Total market
Sl . Type of| Face | including Cost of Average as at value as at
no. Naine of the company shares | value | bonus shares holding cost | 31.12.2006 | 31.12.2006
Quoted
01 Bank Asia Limited A 100 3,565 230,000 65 423.00 1,525,820
02 Mercantile Bank Limited A 100 4218 270,000 64 35425 1,494,227
Ungquoted
03 Industral and Infrastructure 100 100,000 10,000,000 100 - -
Development Finance Co. Ltd.
04  Central Depository Bangludesh L. 100 40,000 4,000,000 100 - -
147,783 14,500.000 329 3,020,047
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BRAC Bank Ltd.

Details of Large Loan
As at 31 December 2006

Number of Clients
Amount of outstanding advances
Amount of classified advances

* Measures taken for recovery

Client wise break-up is as follows:

11
1,179,298,259

NIL

NIL

Anncxure -

Outstanding (Taka)

Name of Clients Funded Non Funded Total

Sufia Cotton Mills Limited 173,336,290 - 173,336,290
Yasmin Spinning Mills Limited 168,001,795 - 168,001,795
Acegis Cotton Mills Limited 120,420,891 - - 120,420,891
Buro. Tangail 106,988,454 - 106,988,454
A M Energy Limited 49,172,183 19,236,300 68,408,483
International Leasing and Financial Services Limited (ILFS) 51,516,699 19,190,900 70,707,599
PHP NOF Continuous Galvanizing Mills Limited 10,149,923 - 10,149,923
Rising Spinning Mills Limited 48,279,845 94,435,700 142,715,545
Pran Food Ltd. 86,179,293 3,874,000 90,053,293
Industrial and Infrastructure Development Finance 201,011,111 - 201,011,111
Navana Lid, 27,504,875 - < 27,504,875
Total

1,042,561,359

136,736,900

1,179,298,259
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