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Hoda Vasi Chowdhury & Co

Chartered Accountants

Independent Auditor’s Report to the Shareholders of BRAC Bank Limited
Report on the Audit of the Consolidated and Separate Financial Statements

Opinion

We have audited the consolidated financial statements of BRAC Bank Limited and its
subsidiaries (the “Group™) as well as the separate financial statements of BRAC Bank Limited
(the “Bank™), which comprise the consolidated and separate balance sheets as at 31 December
2021 and the consolidated and separate profit and loss accounts, consolidated and separate
statements of changes in equity and consolidated and separate cash flow statements for the year
then ended. and notes to the consolidated and separate financial statements, including a summary
of significant accounting policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements of the Group and separate
[inancial statements of the Bank give a true and fair view of the consolidated financial position of
the Group and the separate financial position of the Bank as at 31 December 2021, and of its
consolidated and separate financial performance and its consolidated and separate cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRSs) as
explained in note 2 and other applicable laws and regulations.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Resporsibilities for
the Audit of the Consolidated and Separate Financial Statements section of our report. We are
independent of the Group and the Bank in accordance with the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), Bangladesh
Securities and Exchange Commission (BSEC) and Bangladesh Bank, and we have fulfilled our
other ethical responsibilities in accordance with the IESBA Code and the Institute of Chartered
Accountants of Bangladesh (ICAB) Bye Laws. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Other Matters
The financial statements of the year ended 31 December 2020, were audited by another auditor
who expressed an unmodified opinion on those statement on 12 April 2021.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated and separate financial statements of the current period.
These matters were addressed in the context of our audit of the consolidated and separate financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters. For each matter below our description of how our audit addressed the
matter is provided in that context.

National Office : BTMC Bhaban (6™ & 7" Floor), 7-9 Karwan Bazar Commercial Area, Dhaka- 1215, Bangladesh
Chattogram Office : Delwar Bhaban (4th Floor), 104 Agrabad Commercial Area, Chattogram-4100, Bangladesh
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Description of key audit matters

Our response to key audit matters

Measurement of provision for loans, advances and leases

The process for estimating the provision for loans,
advances and leases portfolio associated with credit
risk is significant and complex.

For the individual analysis for large exposure,
provisions calculation consider the estimates of
future business performance and the market value
of collateral provided for credit transactions.

For the collective analysis of exposure on portfolio
basis, provision calculation and reporting are
manually processed that deals with voluminous
databases, assumptions and estimates of complex
design and implementation.

t year end the Group reported total gross loans and
advances of BDT 322,135 million (2020: BDT
273,439 million) and provision for loans and
advances of BDT 13,998 million (2020: BDT
11.807 million).

In addition, special general provision — COVID 19
has been also maintained as per BRPD circular no.
56 dated 10 December 2021 and 50 dated 14
December 2021 on the outstanding balance from
clients who have taken the deferral facility due to
COVID 19.

We have focused on the following significant
judgements and estimates which could give rise to
material misstatement or management bias:

-  Completeness and timing of recognition of
loss events in accordance with criteria set
out in BRPD circular no 14, dated 23
September 2012 and BRPD circular no 03,
dated 21 April 2019; and

e For individually assessed provisions, the
measurement of the provision may be
dependent on the valuation of collateral,

We tested the design and operating

effectiveness of key controls focusing on

the following:

e Credit appraisal, loan disbursement
procedures,
provisioning process;

monitoring and

e Alternate  procedures applied by
management to assess new loan/renewal
of existing loans where latest audited
financial statements of the borrower is
not available;

e Identification of loss eveuts, including
early warning and default warning
indicators; and

e Reviewed quarterly Classification of
Loans (CL).

Our substantive procedures in relation to the
provision for loans and advances portfolio
comprised the following:

e Reviewed the adequacy of the general
and specific provisions in line with
related Bangladesh Bank guidelines;

e Assessed the methodologies on which
the provision amounts are based,
recalculated the provisions and tested
the completeness and accuracy of the
underlying information;

e Evaluated the appropriateness and
presentation of disclosures against
relevant standards and
Bangladesh Bank guidelines.

accounting

e [inally, compared the amount of
provision requirement as determined by
Bangladesh Bank inspection team to the
actual amount of provision maintained

Considering continuing adverse impact of
COVID 19, Bangladesh Bank has given
certain  flexibility from classification

requirement for loans vide issuing various




»

<

L8

YU Y

SEOEE R ORE AR A RN R WO W WY W 9y S Ry 9 @)

Hoda Vasi
Chowdhury & Co

cash flows.

rates.

estimates of exit values and the timing of | circulars such as BRPD 3 dated 31 January |

Provision measurement is primarily dependent | dated 26 August 2021 and BRPD 53 dated
upon key assumptions relating to probability of | 30 December 2021 whereby Banks are
default, ability to repossess collateral and recovery | allowed to keep a loan/customer as

2021, BRPD 4 and 5 dated 24 March 2021,
BRPD 13 dated 27 June 2021, BRPD 19

unclassified as long as the customer has paid
15% of the down payment due for the year
2021 by 31 December 2021.

\_Scc note # 7 and 16.1 to the financial statements

'ﬁsk

Our response to the risk

Interest income recognition

Recognition and measurement of interest income
involve complex IT environment as well as
require critical estimates and judgment. Since
interest income from loans and advances is one
of the key performance indicators of the Bank
there is an inherent risk of fraud and error in
recognition of interest income,

Moreover, as per Bangladesh Bank BRPD
circular no. 53 dated 30 December 2021,
considering future risk banks were allowed to
recognize outstanding/ arrear interest income on
loans where deferral facilities were given upon
receiving at least 15% of the total receivable
amount.

Accordingly this has been considered as key
audit matter.

We tested the design and operating
effectiveness of key controls including
automated control over recognition and
measurement of interest on loans and
advances.

For selected customers and loan files on
sample basis we have also performed
substantive  test of details including
recalculation and cut-of testing to check
accuracy of interest income

Finally, we also conducted substantive
analytical procedures to assess reasonableness
of interest recognised during the year with
reference to the product wise outstanding loan
balances.

LSee note # 25 to the financial statements

|
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Our response to the risk

Adequacy of income tax provision and measurement of deferred tax assets

Calculation of income tax provision required
compliance with the Income Tax Ordinance
1984 including careful consideration of
various temporary and permanent differences.
Furthermore, upon final settlement of pending

Ltax assessments any excess or short provision

We obtained an understanding, evaluated the
design and tested the operational effectiveness of
the Bank’s key controls over the recognition and
measurement of both current tax and deferred
tax, including the assumptions used in estimating

the Bank’s taxable income.
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of current tax is also adjusted in the current
year.

Finally, significant judgment is required in
relation to deferred tax assets as their
recoverability is dependent on forecasts of
future profitability over a number of years.

Accordingly, this area has been considered as
key audit matter.

At year end of 2021 the Bank reported income
tax provision net off AIT of Tk 5,022 million
(2020: Tk 4,012 million) and corresponding
current income tax charges of Tk 3,467 million
(2020: 2,537 million). In addition, total
deferred tax assets of BDT 4,147 million
(2020: BDT 3,199 million) and deferred tax
income of BDT 1,125 million (2020: BDT 343
million) recognised by the Bank.

—

We reviewed tax position for those years where
income tax assessment is pending and assess
adequacy of tax provision recorded by the Bank.
Special focus attention was given to any
reversal/adjustment of income tax provision
from prior year.

We also assessed the completeness and accuracy
of the data used for the estimations of future
taxable income. The Bank has sufficient taxable
profit to recover the deferred tax assets in
foreseeable future.

We involved tax specialists to assess key
assumptions,  controls,  recognition  and
measurement of current and deferred tax.

Finally assessed the appropriateness and
presentation of disclosures against [AS 12
Income Tax including deduction of DTA on
specific provision from regulatory capital.

See notes no 9.4, 16.9, 41 to the financial statements

Risk

Our response to the risk

Valuation of treasury bill and bond and unquoted corporate bond

Investment in treasury bills and a portion of
treasury bonds are classified as HFT and
hence measured at mark to market/fair value.

On the other hand a portion of treasury bills
and portfolio of corporate bonds are
classified as HTM and measured at
amortised cost.

In the absence of a quoted price in an active
market, the fair value of T-Bills and T-Bonds
is determined using complex valuation
techniques  which may take into
consideration direct or indirect unobservable
market data and complex pricing models
which require an elevated level of judgment.

We assessed the processes and controls put in
place by the Bank to identify and confirm the
existence of treasury bills and bonds, and
corporate bonds.

We obtained an understanding, evaluated the
design and tested the operating effectiveness of the
key controls over the corporate bonds, treasury
bills and bonds valuation/impairment assessment
processes, including controls over market data
inputs into valuation models, model governance,
and valuation adjustments.

We tested a sample of the valuation models and the
inputs used in those models, using a variety of
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Similarly, impairment

cost also required mainly unobservable

market data and assumptions.

Accordingly, this is considered as a key audit

matter.

assessment

of
financial instruments measured at amortised

techniques, including comparing inputs to
available market data.

Finally assessed the appropriateness and
presentation of disclosures against relevant
accounting standards and Bangladesh Bank
guidelines.

See note # 6 to the financial statements

| Risk

Our response to the risk

Impairment of goodwill in consolidated financial statements of the Group and fair value of

investments in standalone financial statements of the Bank

The Bank has adopted IFRS 9 Fair
value through other comprehensive
(FVOCI) method for
measurement of equity investment in
subsidiaries and associates in the

income

standalone financial statements. As

| all such investments are in unquoted

investment, management used net
assets value of the each investment as
per the financial statements of the
entity every year as fair value as
management has assumed that if
buyer offer any price of the Bank’s
investments, they will refer to NAV
as reference price. The carrying value
of such investment at 31 December
2021 the carrying amount was Tk
13,182 million (2020: Tk 5,825
million).

Stmilarly, the Group has recognised

I goodwill of BDT 1,427 million

(2020: BDT 1.427 million) which
were arisen from acquisition of
BRAC EPL Stock Brokerage
Limited, BRAC EPL Investments
BRAC SAAJAN
Exchange Limited.

Limited and

Our audit procedures on both assessment of goodwill
impairment at the Group level and carrying value of
investments in subsidiaries at the Bank level included,

among others:

evaluating the appropriateness of the assumptions
applied to key inputs such as revenue, operating
costs, inflation and long-term growth rates used by
management, including comparing these inputs
with our own assessments based on our knowledge
of the entity and the industry:;

checking mathematical accuracy of the model,
recalculating discount rate used in the model,
reviewing other inputs in the model and
corroborating these inputs with reference to
external market information, third-party sources.

performing our own sensitivity analysis, which
included assessing the effect of reasonably
possible reductions in growth rates and forecast
cash flows to evaluate the impact on recoverable
amount of the respective subsidiaries; and

evaluating the adequacy of the financial statement
disclosures.

The operation of BRAC SAATJAN Exchange Limited has
been suspended during 2021 on regulatory ground by the
local regulator in UK, against which management has
lodged an appeal, and the hearing is pending. However,
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The determination of fair value of the
Bank’s investment in subsidiary and
annual  Impairment testing of
goodwill at the Group level are
considered to be a key audit matter
due to the complexity of the
accounting requirements and the
significant judgement required in
determining the assumptions to be
used to estimate the recoverable
amount (1.e. the higher of the value in
use or fair value e.g. NAV). Both the
value in use and fair value have been
determined with a number of
valuation assumptions and inputs
including estimates of revenue,
operating costs, terminal value,
growth rates and the weighted
average cost of capital (discount
rate).

based on internal assessment management is satisfied thm
the appeal would be successful and it can immediately
commence operation in a profitable manner. Accordingly,
impairment assessment for goodwill is conducted on this
assumption which may change due to the eventual
outcome of the appeal.

The Bank has continued to consider bKash Limited as its
subsidiary because of holding 51% equity shares as well
effective control on the Board. However, bKash has also
issued convertible preference shares and these preference
shareholders do not have any voting rights but has same
rights as equity shareholders with respect to economic
interest in the company. Accordingly, consolidated
financial statements of the Group have been prepared
using 35.74% instead of 51% of the economic interest on
bKash considering the potential dilution.

See notes 9, 11 and 22 to the financial statements

IT systems and controls

Our audit procedures have a focus
on IT systems and controls due to the
pervasive nature and complexity of
the IT environment, the large
volume of transactions processed in
numerous locations daily and the
reliance on automated and IT
dependent manual controls.

Our areas of audit focus included
user access management, developer
access to the production
environment and changes to the IT
environment. These are key to
dependent  and
application based controls are

ensuring  IT

L operating effectively

We tested the design and operating effectiveness of the
Bank’s IT access controls over the information systems
that are critical to financial reporting.

We tested IT general controls (logical access, changes
management and aspects of IT operational controls). This
included testing that requests for access to systems were
appropriately reviewed and authorized.

We tested the Bank’s periodic review of access rights and
reviewed requests of changes to systems for appropriate
approval and authorization.

We considered the control environment relating to various
interfaces, configuration and other application layer
controls identified as key to our audit.
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Reporting on other information

Management is responsible for the other information. The other information comprises all of the
information in the Annual Report other than the consolidated and separate financial statements
and our auditors” report thereon. The Annual Report is expected to be made available to us after
the date of this auditor’s report.

Our opinion on the consolidated and separate financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

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

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

Responsibilities of Management and Those Charged with Governance for the
Consolidated and Separate Financial Statements and Internal Controls

Management is responsible for the preparation and fair presentation of the consolidated financial
statements of the Group and also separate financial statements of the Bank in accordance with
IFRSs as explained in note 2, and for such internal control as management determines is
necessary to enable the preparation of consolidated and separate financial statements that are
free from material misstatement, whether due to fraud or error. The Bank Company Act, 1991 and
the Bangladesh Bank Regulations require the Management to ensure effective internal audit,
internal control and risk management functions of the Group and the Bank. The Management is
also required to make a self-assessment on the effectiveness of anti-fraud internal controls and
report to Bangladesh Bank on instances of fraud and forgeries.

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

Those charged with governance are responsible for overseeing the Group’s and the Bank’s
financial reporting process.
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Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial
Statements

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

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

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

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

» [Dvaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

 Evaluate the overall presentation, structure and content of the consolidated and separate
linancial statements, including the disclosures, and whether the consolidated and separate
financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.
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e Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

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

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

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

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Securities and Exchange Rules 2020, the Bank
Company Act, 1991 and the rules and regulations issued by Bangladesh Bank, we also report that:

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

(i)  tothe extent noted during the course of our audit work performed on the basis stated under
the Auditor’s Responsibility section in forming the above opinion on the consolidated
financial statements and considering the reports of the Management to Bangiadesh Bank
on anti-fraud internal controls and instances of fraud and forgeries as stated under the
Management’s Responsibility for the financial statements and internal control:

(a) internal audit, internal control and risk management arrangements of the Group as
disclosed in the financial statements appeared to be materially adequate;

(b) nothing has come to our attention regarding material instances of forgery or
irregularity or administrative error and exception or anything detrimental committed
by employees of the Group and its related entities {other than matters disclosed in
these financial statements};
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(iii)  Financial statements for the year ended 31 December 2021 of local subsidiaries namely
BRAC EPL Investments Limited, BRAC EPL Stock Brokerage Limited and bKash
Limited have been audited by Rahman Rahman Hugq, Chartered Accountants and one
associate namely BRAC IT Services Limited have been audited by Howladar Yunus &
Co., Chartered Accountants. The group reporting pack of the foreign subsidiary BRAC
SAAJAN Exchange Limited have been audited by Reddy Siddiqui LLP, UK. All these
entities have been properly reflected in the consolidated financial statements;

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

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

(vi)  the consolidated balance sheet and consolidated profit and loss account together with the
annexed notes dealt with by the report are in agreement with the books of account and
returns;

(vil)  the consolidated financial statements have been drawn up in conformity with prevailing
rules, regulations and accounting standards as well as related guidance issued by
Bangladesh Bank;

(viii) adequate provisions have been made for advance and other assets which are in our opinion,
doubtful of recovery;

(ix)  the information and explanations required by us have been received and found satisfactory;

(x) we have reviewed over 80% of the risk weighted assets of the Bank and spent over 3,000
person hours; and

(xi)  Capital to Risk-weighted Asset Ratio (CRAR) as required by Bangladesh Bank has been
maintained adequately during the year.

Sabbir Ahmed FCA, Partner

Enrolment number: 770
Dhaka, 15 March 2022 Hoda Vasi Chowdhury & Co
DVC No: 2203160770AS5427156 Chartered Accountants
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BRAC Bank Limited and its subsidiaries
Consolidated Balance Sheet

As at 31 December 2021
: 2021 2020
Particulars Note Taka Taka
PROPERTY AND ASSETS
Cash 3 23,459,424.,430 19,987,803,891
Cash in hand (Including foreign currency) 9,207,161,626 7,836,614,607

Balance with Bangladesh Bank and its agent bank(s)
(including foreign currency)

Balance with other banks and financial institutions
Inside Bangladesh
Outside Bangladesh
Money at call on short notice
Investments
Government
Others

Loans and advances
Loans, cash credit, overdrafts ctc.
Small and medium enterprises
Bills purchased and discounted

Fixed assets including premises, furniture and fixtures
Other assets

Non-banking assets

Goodwill

Total property and assets

LIABILITIES AND CAPITAL

Liabilities

Borrowings from other banks, financial institutions and
agents

Borrowings from central bank & government agencies
Money at call on short notice
Deposits and other accounts

Current accounts and other accounts

Bills payable

Savings deposits

Term deposits

Other deposits

Other liabilities
Total liabilities

Capital and shareholders' equity

Paid up capital

Share premium

Statutory reserve

Dividend equalization fund

Revaluation reserve on govt. securities

Fair value reserve

Foreign currency translation reserve

Surplus in profit and loss account/Retained earnings
Total shareholders’ equity

Non controlling interest
Total equity

Total liabilities and equity

11

10
11

12

13
14
15

16

17.2
17.7
18
19
20

22.1

22.2

14,252,262,804

12,151,189,284

78,261,312,910

42,650,004,620

70,561,465,538
7,699,847,372

35,478,313,372

7,171,691,248

3,500,000,000
70,068,593,304

94,094,812,131

60,998,642,835 85,498,396,233
9,069,950,469 8,596,415,898
322,135,188,439 273,438,940,961
169,128,372,833 136,750,360,676

150,749,009,625
2,257,805,981

134,621,356,804

2,067.223,481

12,834,169,424 10,605,635,911
16,222,224,464 13,862,504,994
4,541,700 66,471,775
1,427,468,911 1,427,468,911
527,912,923,582 456,133,643,194
24,150,953,707 12,572,789,394
23,175,903,824 23,370,068,779
. 84,801,100
364,337,612,226 333,615,619,705
164,425,455,280 143,332,071,057

2,367,889,416
68,334,576,200
127,956,809,129
1,252,882,201

1,797.962.669
57,230,594,232
130,608,019,962
646,971,785

39,300,363,327

32,731,812,776

450,964,833,084

402,375,091,754

13,921,723,990 13,258,784.760
3,853,767,032 3,853,767.032
10,067,956,958 9,405,017,728
355,218,455 355,218,455
2,490,292,927 4,805,926,053
78,920,073 78,520,073
16,632,383 (15,052,339)
26,402,962,532 16,368,391,345
57,187,474,350 48,110,973,307
19,760,616,148 5,647,578,133
76,948,090,498 53,758,551,440
527,912,923,582 456,133,643,194
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BRAC Bank Limited and its subsidiaries
Consolidated Balance Sheet
" As at 31 December 2021

2021

Particular Not
arti S ote Taka

2020
Taka

Off balance sheet items

Contingent liabilities

Acceptances and endorsements 23 50,478,536,940 27.887,446,334
Irrevocable letters of credit 23 26,598,203,443 15,550,643,171
Letter of gurantees 23.2 11,793,414,671 10,831,198,204
Bills for collection 233 16,438,866,245 12,320,479,950

105,309,021,299 66,589,767,699

Other commitments

Swap deals with banks and customers 234 20,452,606,603 18,307,971,009

Spot and forward deals with banks and customers 23.4 18,161,597,791 8,682.289,771

38,614,204,394 26,990,260,781

Total off balance sheet items 143,923,225,693 93,580,028,480
Net asset value (NAV) per share 46 | 41.08 ] | 34.56 |

The notes 1 to 48 and annexures A to L form an integral part of these financial statements.

I\ﬁﬁgiv

Director

A\‘H‘H—w W, "«W

Director and CEO
_ J

D/ir ctor Chairman

As per our report of same date.

S AR

Dhaka, 15 March 2022
DVC No: 2203160770A8427156

Sabbir Ahmed FCA, Partner
Enrolment No: 770

Hoda Vasi Chowdhury & Co

Chartered Accountants
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BRAC Bank Limited and its subsidiaries
Consolidated Profit and Loss Account
For the year ended 31 December 2021

. 2021 2020
Particulars Note Tala Taka
Interest income 25 24225217948 27,079,940,016
Interest paid on deposits and borrowing etc. 26 7.912,883,508 13,724,700,661
Net interest income 16.312.,334,440 13,355,239,355
Investment income 27 7,142,434,925 8,182.278.016
Commission, exchange and brokerage 28 7,992.853,236 6,846,329.406
Other operating income 29 175,087,450 170,205,482
Total operating income (a) 31,622,710,051 28,554,052,259
Salaries and allowances 30 9,890,092,832 9,043,103,741
Rent, taxes, insurance, electricity etc. 31 645,414,492 619,719,635
Legal expenses 62,840,810 67,443,988
Postage, stamps, telecommunication etc. 32 317,984,231 301,320,117
Stationery, printing, advertisement etc. 33 2.608,773,879 2,842,951,296
Chief Executive's salary and fees 34 18,424,250 18,775,000
Directors' fees 35 4,572,209 3,304,211
Auditors' fees 36 7,125,166 7,895,608
Depreciation and repair of the bank’s assets 37 4,577.170,806 3,898,055,827
Other expenses 38 3.383,027,192 3,542,809,289
Total operating expenses (b) 21,515,425,868 20,345,378,712
Profit before provisions (¢ = a-b) 10,107,284,183 8,208,673,547
Share of profit of associates 39 3,742,052 -
Gain on disposal of associates 17,373,182 -
Profit/(loss) before provisions (d) 10,128,399.417 8.208,673,547
Provision for loans/investments:

Loans and advances 2,971,016,470 2,365,157,113
Diminution in value of investments (74,000,000) (563,219,881)
Off balance sheet items 251,500,000 63,083,635
Other provisions 70,093,002 7,481,732
Total provisions (e) 40 3,218,609.472 1,872,502,599
Total profit/(loss) before taxes (= d-e) 6,909,789,945 6,336,170,948
Provision for taxation:

Current tax expense 3,737,018,428 2,840,345,166
Deferred tax expense / (income) (1,479,828,777) (545,564,997}
Total provision for taxation (g) 41 2,257,189,651 2,294,780,169
Net profit/(loss) after taxation (f-g) 4,652,600,294 4,041,390,779
Attributable to:

Equity holders of BRAC Bank Limited 5,464,672,680 4,418,312,022
Non controlling interest 22.2:1 (812,072,386) (376,921,243)

Retained earnings brought forward from previous year
Net profit attributable to the equity helders of the Bank
Net effect of all items directly recognised in equity-retained earnings 22.1.1

Profit available for appropriation
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4,652,600,294

4,041,390,779

16,368,391,545
5,464,672,680
7,322,532,868

15.247,318,833
4,418,312,022
(171,308,013)

29,155,597,093

19,494,322,842
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BRAC Bank Limited and its subsidiaries
Consolidated Profit and Loss Account
For the year ended 31 December 2021

2021 2020
icul Not

Particulars ote Taka Taka
Appropriations:
Statutory reserve 662,939,230 1,275.868.312
General reserve - -
Dividend 1,988.,817,706 1,850,062,985
Start-up Fund 100,877,625 -

2,752,634,561 3,125,931,297
Retained surplus 26,402,962,532 16,368,391.545
Earnings Per Share (EPS) [previous year's figure restated] 42 r 3.93—| | 3.17 I

The notes 1 to 48 and annexures A to L form an integral part of these financial statements.

Managing Director and CEO

T

Director

Dhaka, 15 March 2022
DVC No: 2203160770AS8427156

Director

e XLWA\M.,\

Al W 1\/\&,__9,_/’

As per our report of same date.

Chairman

=N W AV

Sabbir Ahmed FCA, Partner

Enrolment No: 770

Hoda Vasi Chowdhury & Co

Chartered Accountants
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BRAC Bank Limited and its subsidiaries
Consolidated Cash Flow Statement

For the year ended 31 December 2021

The notes 1 to 48 and annexures

Fees and commission receipts in cash

Recoveries on loans previously written off

Cash payments to employees

Cash payments to suppliers

Income tax paid

Receipts from other operating activities 44
Payment for other operating activities 45

Operating cash flow before changes in operating assets and liabilities (i)
Increase/(decrease) in operating assets and liabilities

Loans and advances

Other assets

Deposits from other banks/borrowings

Deposits from customers

M: @ Dirdgtor and CEO

Director
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P 2021 2020
Particulars Note Taka Taka
A. Cash flows from operating activities
Interest receipts in cash 30,510,937.817 32,195,001,006
Interest payment (8,765,182,197) (15,636,013,073)
Dividend receipts 225,198,769 130,763,062

36,148,193,743

707,517,594
(9,942.261,926)
(29,490,800,154)
(7,109,584,330)

28,610,570,178

633,704,077
(8,965,734,511)
(25,375,595,894)
(7,175,081,433)

592,067,664 1,810,225,196
(4,049,473,180) (4,028,702,697)
8,826,613,800 2,199,135,909
(47,587,679,964) (8,638,680,349)

(376,833,057) 1,565,213,895
10,667,650,315 (911,149,627)
31,712,233,455 37,742,136,950

Other liabilities 483,029,607 1,055,798,882
Cash utilised in operating assets and liabilities (ii) (5,101,599,644) 30,813,319,751
Net cash flows from operating activities (i+ii) (a) 3,725,014,156 33,012,455,660
. Cash flows from investing activities
Treasury bills 7,996,369,494 11,618,356,004
Treasury bonds 14,187,750,778 (48,589,867,351)
Investment in shares (863,128,507) (371,439,457)
Sale/ (Investment) in bonds 642,282.917 159,332,423
Acquisition of fixed assets (4,696,385,425) (2,146,251,314)
Disposal of fixed assets 601,372,697 110,651,527
Net cash used in investing activities (b) 17,868,261,954 (39,219,218,168)
. Cash flows from financing activities
Proceeds from issue of convertible preference shares 22,330,724 ,613 -
Cash dividend paid (1,383,245,432) (921,492,906)
Net cash flows from financing activities ( c) 20,947,479,181 (921,492,906)
Net increase/(decrease) in cash (a+b+c) 42,540,755,291 (7,128,255,414)
Cash and cash equivalents at the beginning of the year 62,639,236,011 69,666,251,890
Effect of exchange rate changes on cash and cash equivalent 42,026,838 101,239,535
Cash and cash equivalents at the end of the year 43 105,222,018,140 62,639,236,011
Cash and cash equivalents at the end of the year:
Cash in hand (including foreign currency) 9,207,161,626 7,836,614,607
Balance with Bangladesh Bank and its agents bank(s) 14,252,262, 804 12,151,189,284
(including foreign currency)
Balance with other banks and financial institutions 78.261,312,910 42,650,004,620
Money at call on short notice 3,500,000,000 -
Prize Bond 1,280,800 1,427,500
105,222,018,140 62,639,236,011
Net operating cash flow per share 47 [ 2.68 ” 23.71 I

¥

o L form an integral part of these financial statements.

S

Director

AL% T IJ'Gv\-nM

Chairman
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BRAC Bank Limited
Balance Sheet
As at 31 December 2021

: 2021 2020
Particulars Note Taka Taka
PROPERTY AND ASSETS
Cash 3 22,676,943,467 19,243,096,656

Cash in hand (Including foreign currency) 8,424 680,663 7,091,907,372
Balance with Bangladesh Bank and its agent bank(s) 14,252.262.804 12,151,189,284
(Including foreign currency)

Balance with other banks and financial institutions 4 19,880,951,145 14,358,762.,046
Inside Bangladesh 12,261,365,946 7,928,558,845
Qutside Bangladesh 7,619,585,199 6,430,203,201

Money at call on short notice 5 3,500,000,000 -

Investments 6 51,590,814,842 68,896,004,194
Government 44,051,798,178 61,821,887,388
Others 7,539,016,664 7,074,116,806

Loans and advances 7 321,212,230,987 273,063,193,200
Loans, cash credit; overdrafts etc. 168,205,415,381 136,374,612,915
Small and medium enterprises 150,749,009,625 134,621,356,804
Bills purchased & discounted 2,257,805,981 2,067,223,481

Fixed assets including premises, furniture and fixtures 8 7,454,867,399 6,828,574,683

Other assets 9 22,763,775,341 14,525,819,425

Non-banking assets 10 4,541,700 66,471,775

Total property and assets 449,084,124,881 396,981,921,979

LIABILITIES AND CAPITAL

Liabilities

Borrowings from other banks, financial institutions & agents 12 24,134,564,025 11,913,324,935

Borrowings from central bank & government agencies 13 23,175,903,824 23,370,068,779

Money at call on short notice 14 - 84,801,100

Deposits and other accounts 15 314,598,626,264 289,054,405,724
Current accounts & other accounts 109,470,657,298 98,756,904,331
Bills payable 2.367.889.416 1,797,962,669
Savings deposits 68.334,576,200 57,230,594,232
Term deposits 133,172,621,149 130,621,972,707
Other deposits 1,252,882.201 646,971,785

Other liabilities 16 32,755,559.637 26,082,795,675

Total Liabilities 394,664,653,750 350,505,396,213

Capital and shareholders' equity
Paid up capital 17.2 13,921,723,990 13,258,784,760
Share premium 17.7 3,853,767,032 3,853,767,032
Statutory reserve 18 10,067,956,958 9,405.017,728
Dividend equalization fund 19 355,218,455 355,218,455
Revaluation reserve on govt. securities 20 2.,490,292,927 4,805,926,053
Fair value gain/(loss) on equity investment 21 7.384,920,564 1,131,197,846
Foreign currency translation reserve 15,729,653 (13,641,635)
Surplus in profit and loss account/Retained earnings 22 16,329,861,552 13,680,255,527

Total shareholders' equity
Total liabilities and shareholders' equity
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54,419,471,131

46,476,525,766

449,084,124,881

396,981,921,97%




BRAC Bank Limited
Balance Sheet

As at 31 December 2021
. 2021 2020
Particulars Note Taka Taka
Off balance sheet items
Contingent liabilities
Acceptances and endorsements 23 50,478,536,940 27,887.446,334
Irrevocable letters of credit 23 26,598,203,443 15,550,643,171
Letter of gurantees 232 11,793,414,671 10,831,198,204
Bills for collection 233 16,438,866,245 12,320,479,990
105,309,021,299 66,589,767,699
Other Commitments
Swap deals with banks and customers 234 20,452.,606,603 18,307,971,009
Spot and forward deals with banks and customers 234 18,161,597,791 8,682,289,771
38,614.204,394 26,990,260,781
Total off balance sheet items 143,923,225,693 93,580,028,480
Net asset value (NAV) per share 46 | 39.09 || 33.38 |

The notes 1 to 48 and annexures A to L form an integral part of these financial statements.

Dfi ector

As per our report of same date.

Dhaka, 15 March 2022
DVC No: 2203160770AS427156

Director

A\&bh e ‘«/W

Chairman

=SL W AVN
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Sabbir Ahmed FCA, Partner
Enrolment No: 770
Hoda Vasi Chowdhury & Co
Chartered Accountants




BRAC Bank Limited
Profit and Loss Account
For the year ended 31 December 2021

. 2021 2020
Particulars Note Taka Taka
Interest income 25 21,586,220,747 24.708,585,875
Interest paid on deposits and borrowing etc. 26 7,589,298,326 13,501,818,343
Net interest income 13,996,922,421 11,206,767,532
Investment income 27 5,780,677,077 6,456,643,091
Commission, exchange and brokerage 28 3.,440,196,921 2,560,275,778
Other operating income 29 146,093,679 111,861,433
Total operating income () 23,363,890,098 20,335,547,834
Salaries and allowances 30 6,626,995.876 6,228,455,055
Rent, taxes, insurance, electricity etc. 31 473,700,396 491,971,548
Legal expenses 33,352,689 32,746,130
Postage, stamps, telecommunication etc. 32 222,631,352 204,617,611
Stationery, printing, advertisement etc. 33 221,634,405 220,659,472
Chief Executive's salary and fees 34 18,424,250 18,775,000
Directors' fees 35 2,437,600 1,596,800
Auditors' fees 36 1,840,000 1,840,000
Depreciation and repair of the bank’s assets 37 2,191,026,040 2,081,241,194
Other expenses 38 2,627,953,670 2,451,914,688
Total operating expenses (b) 12,419,996,278 11,733,817,498
Profit before provisions (¢ = a-b) 10,943,893,820 8,601,730,336
Provision for loans/Investments:

Loans and advances 2,810,975.910 2,365,157,113
Diminution in value of investments (74,000,000) (563,219.881)
Off balance sheet items 251,500,000 63,083,635
Other provisions 65,866,351 1,581,941
Total provisions (d) 40 3,054,342,261 1,866,602,808
Total profit/(loss) before taxes (e= e-d) 7,889,551,559 6,735,127,528
Provision for taxation:

Current tax expense 3,467,399,481 2,537,375,925
Deferred tax income (1,124,778,486) (343,080,346)
Total provision for taxation (f) 41 2,342,620,995 2,194,295,579
Net profit after taxation (e-f) 5,546,930.564 4,540,831,949
Retained earnings brought forward from previous year 13,680,255,527 12,378,804,260
Net effect of all items directly recognised in equity-retained earnings (144,689,978) (113,449,385)
Profit available for appropriation 19,082,496,113 16,506,186,824
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BRAC Bank Limited
Profit and Loss Account
For the year ended 31 December 2021

: 2021 2020
Particulars Note Taka Taka
Appropriations:

Statutory reserve 662,939,230 1,275,868,312
General reserve - -
Dividend 1,988.817.706 1,850,062,985
Start-up Fund 100,877,625 -

) 2,752,634,561 3,125,931,297
Retained Surplus 16,329,861,552 13,680,255,527
Earnings Per Share (EPS) [previous year's figure restated] 42 | 3.98 | | 3.26 |

The notes I to 48 and annexures A to L form an integral part of these financial statements.

Wg iredtor and CEO

g

Dhaka, 15 March 2022
DVC No: 2203160770A5427156

irector

Director

As per our report of same date.

SN s

Sabbir Ahmed FCA, Partner

Enrolment No: 770

Hoda Vasi Chowdhury & Co

Chartered Accountants
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BRAC Bank Limited
Cash Flow Statement

For the year ended 31 December 2021
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: 2021 2020
Particulars Note Taka Taka
A. Cash flows from operating activities
Interest receipts in cash 27,105,416,678 28,096,473,305
Interest payment (8,504,508.,879) (15,516,804,726)
Dividend receipts 174,618,013 96,094,680
Fees and commission receipts in cash 3,440,196,921 2.560,275,778
Recoveries on loans previously written off 707,517,594 633,704,077
Cash payments to employees (6,597,572,669) (6,243,757,705)
Cash payments to suppliers (480,845,623) (423,015,776)
Income tax paid (2,557,956,724) (3,564,500.,491)
Receipts from other operating activities 44 710,776,014 1,689,098,017
Payment for other operating activities 45 (3,597,592,564) (3,439,275,865)
Operating cash flow before changes in operating assets and liabilities (i) 10,400,048,761 3,888,291,294
Increase/decrease in operating assets and liabilities
Loans and advances to customers (48,149,037,787) (8,972,011,665)
Other assets (400,388,462) 1,207,569,075
Deposits from other banks/borrowings 11,942,273,035 (1.295,171,744)
Deposits from customers 26,460,328.428 22,632,432.701
Other liabilities 912,507,742 1,153,663,554
Cash utilised in operating assets and liabilities (ii) (9,234,317,044) 14,726,481,921
Net cash flows from operating activities (i+ii) (a) 1,165,731,717 18,614,773,215
. Cash flows from investing activities
Treasury bills 170,075,754 12,463,112,715
Treasury bonds 15,284,380,330 (34,318,050,369)
Sale/ (Investment) in shares (1,107,182,775) (465,347,240)
Sale/ (Investment) in bonds 642282917 159,332,423
Acquisition of fixed assets (2,955,859,632) (758,893,262)
Disposal of fixed assets 601,254,376 108,701,537
Net cash used in investing activities (b) 12,634,950,970 (22,811,144,196)
. Cash flows from financing activities
Dividend paid | (1,383,245,43% [ (91 8,394,579)|
Net cash flows from financing activities ( ¢) (1,383,245,433) (918,394,579)
Net increase/decrease in cash (a+b+c) 12,417,437,254 (5,114,765,560)
Cash and cash equivalents at the beginning of year 33,603,286,202 38,630,874,333
Effect of exchange rate changes on cash and cash equivalent 38,451,956 87,177,429
Cash and cash equivalents at the end of the year 43 46,059,175,412 33,603,286,202
Cash and cash equivalents at the end of the year:
Cash in hand (including foreign currency) 8,424,680,663 7,091,907,372
Balance with Bangladesh Bank and its agents bank(s} 14,252,262,804 12,151,189,284
(including foreign currency)
Balance with other banks and financial institutions 19,880,951,145 14,358,762,046
Money at call on short notice 3,500,000,000 -
Prize Bond 1,280,800 1,427,500
46,059,175,412 33,603,286,202
Net operating cash flow per share 47 l 0.84 | l_ 13.37 |

The notes 1 to 48 and annexures A to L form an integral part of these financial statemenis.

F

Note: The reconciliation of net profit with cash flows from operating activities (standalone basis) has been presented at Annexure -
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BRAC Bank Limited

Notes to the financial statements as at and for the year ended 31 December 2021

Section - One : Corporate profile and significant accounting policies

1.1

LL3

BRAC Bank Limited

BRAC Bank Limited (the "Bank" or "BRAC Bank") is a scheduled commercial bank established under the Bank Company Act,
1991, and incorporated as a public company, limited by shares, on 20 May 1999 under the Companies Act, 1994, in Bangladesh,
vide RISC registration no. C-37782(2082)/99. The primary objective of the bank is to conduct all kinds of banking businesses. On
completion of all legal formalities, the bank commenced its operations on 4th July 2001. At present, the bank has 187 banking
branches (2020: 187 branches), 198 Area offices (2020: 185 Area offices), 456 SME unit offices (2020: 456 SME unit offices), 373
ATMSs (2020: 375 ATMs) and 785 agent outlets (2020: 481 agent outlets) spread across the country. The registered address of the
bank is: Anik Tower, 220/B Tejgaon Gulshan Link Road, Tejgaon, Dhaka-1208. BRAC Bank has been listed on the Dhaka Stock
Exchange and Chittagong Stock Exchange as a publicly traded company from 28 January 2007 and 24 January 2007, respectively,
A brief deseription of the subsidiaries and associates of BRAC Bank is provided in note 1.2.

Principal Activities and nature of operations of BRAC Bank Limited

The prineipal activities of the Bank are banking and related activities including accepting customer deposits, lending to retail,
Small Money Enterprise (SME) and corporate customers, trade financing, lease financing, project financing, issuing Letters of
Credit, inter bank borrowing and lending, dealing in government securities, equity shares etc. There have been no significant
changes in the nature of the principal activities of the Bank during the financial year under review.

As a fully operational commercial bank, BRAC Bank Limited focuses on pursuing unexplored market niches in the Small and
Medium Enterprises (SME) business, which hitherto has remained largely untapped within the country. Significant percentage of
BRAC Bank's clients had no prior experience with formal banking. With the view to reaching clients, the Bank has established a
wide network of branches, zonal offices, SME unit offices and agent banking outlets offering services in the heart of rural and
urban communities.

Real Economy intermediation can be considered Triple Bottom Line if it supports individuals or enterprises delivering impact in at
least one of the following categories: Social Empowerment (People), Environmental Regeneratien (Planet), and/or Economic
Resiliency (Prosperity). As a founder member of GABV and being the trailblazer of values-based banking in Bangladesh, BRAC
bank always strives to contribute towards achieving the Sustainable Development Goals (SDGs), where financing for SMEs to
generate employment in an environmentally-friendly manner remains as our top priority.

Off Shore Banking Unit

The Bank commenced its off-shore banking operation after obtaining permission from Bangladesh Bank in 2010. The Off-shore
Banking Unit (OBU) is governed by the rules and puidelines of Bangladesh Bank. Apart from the reporting of OBU with solo
financial statements, a scparate financial statements of OBU is shown in Annexure I. The principal activities of OBU are to
provide all kinds of commercial banking services to its customers in Bangladesh in foreign currency.

Custodian Service

The Bank obtained permission to work as a security custodian from Bangladesh Securities and Exchange Commission vide its
certificate no. SC-10/2009 dated 12 November 2009 under the Securities and Exchange Commission (Securities Custodian Service)
Rules 2003. Financial performance of Security Custodial Services have been separately reported in Annexure J along with Bank’s
audited financial statements in compliance with the requirement u/s 10(2) of Security Custodial Services Rules 2003. The due
certificate from external auditors has been obtained on internal control and financial statements of security custodial operations of
the Bank and annexed with the financial statements.

Agent banking

BRAC Bank obtained permission from Bangladesh Bank on 11 March 2018, vide reference no. BRPD(P-3)745/(50)2018-1806, to
commence Agent Banking and subsequently, started commereial operations on 11 September 2018. Till 31 December 2021, the
bank has already opened 705 Agent Banking Qutlets in 64 districts across the country. Services that are currently being dispensed
include Account Opening (Current, Savings & Term deposit), Cash Deposit and Withdrawal, Fund Transfer to BBL A/C or other
bank A/C through BEFTN, SME Loan Disbursement & Repayment Collection, Foreign Remittance Disbursement, Corporate
Bill/Distributor Fee Collection, Retail Loan and Credit Card Lead Generation, Credit Card Bill Collection, Insurance Premium
Collection, Utility Bill Collection, Cheque Book & Debit Card Request Process & Delivery, Internet and SMS Banking and
Balance Inquiry etc.
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Notes to the financial statements as at and for the year ended 31 December 2021 (Continued)
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Subsidiaries and associates of BRAC Bank Limited
Subsidiaries

*Subsidiaries’ are entities controlled by the Group. The Group controls an entity if it is exposed to, or has rights to, variable returns
from its involvement with the entity and has the ability to affect those returns through its power over the entity. The Group
reassesses whether it has control if there are changes to one or more of the elements of control. This includes circumstances in
which protective rights held (e.g. those resulting from a lending relationship) become substantive and lead to the Group having
Ppower over an investee.

Financial statements of subsidiaries are included in the consolidated financial statements from the date on which control
commences until the date on which control ceases.

Associates

An associate is an enterprise in which the investor has significant influence and which is neither a subsidiary nor a joint venture of
the investor (TAS-28: Investments in Associates and joint ventures ). Significant influence is the power to participate in the financial
and operating policy decisions of the investee, but there is no control over those policies. Investment in associates is accounted for
in the consolidated financial statements under the *equity method’. Under this method, the investment is initially recorded at cost
and the carrying amount is increased or decreased to recognise the investor’s share of profits or losses of the investee after the date
of acquisition. The investor's share of the investee's profits or losses is recognised in the investor's profit and loss account.
Distributions received from an investee reduce the carrying amount of the investment.

If the holding in subsidiary disposed-off in such a way that the status of the holding now comes to Associate’ then the fair value of
the holding retained in the said entity at the date of such disposal has been considered as opening balance of Investment in associate
in Consolidated Financial Statements and related gains and losses have been recognised directly in Consolidated Equity. Any share
of profits and losses after such change/disposal have been recognised in Consolidated Profit and Loss as per equity method.

BRAC EPL Investments Limited (subsidiary)

BRAC Bank acquired 51% shares of Equity Partners Limited on 31 July 2009. This entity was incorporated in Bangladesh on 19
April 2000 as a private limited company, under the Companies Act, 1994, and was subsequently renamed as "BRAC EPL
Investments Limited". BRAC Bank acquired an additional 25% shares in the entity in 2011 and an additional 18.57% in 2016.
During 2017, the bank acquired a further 5.275% in the entity. During 2019, the bank acquired another 0.10%, thus taking the total
shareholding to 99.945% at the end of the year 2019.

BRAC EPL Investments was established to cater to the needs of the fast growing capital markets of Bangladesh. It works as a
merchant bark with a full-fledged merchant banking license from Bangladesh Securities and Exchange Commission (BSEC). The
company's service portfolio comprises lead managing initial public offerings, domestic and international placements, portfolio
management and project development and consultancy.

BRAC EPL Stock Brokerage Limited (subsidiary)

BRAC Bank Limited acquired 51% shares of Equity Partners Securities Limited on 31 July 2009. Equity Partners Securities
Limited was incorporated in Bangladesh on 16 May 2000 as a private limited company under the Companies Act, 1994.
Subsequently, the management decided to rename Equity Partners Securities Limited as BRAC EPL Stock Brokerage Limited. In
the year 2011, the bank acquired an additional 39% shares of EPL Stock Brokerage Limited. As a result, the bank's controlling
interest has risen to 90% of EPL Stock Brokerage Limited.

BRAC EPL Stock Brokerage Limited was established to cater to the needs of the brokerage business in Bangladesh. It has corporate
membership of both Dhaka Stock Exchange and Chittagong Stock Exchange.

bKash Limited (subsidiary)

BRAC Bank Limited formed bKash Limited, a private company limited by shares incorporated on 1 March 2010 under the
Companies Act, 1994, bKash Limited was established to introduce mobile financial services in Bangladesh. The bank has obtained
alicense from Bangladesh Bank for bKash Limited for rendering mobile financial services. BRAC Bark currently holds 51% equity
shares in the company.

With the consent of all existing shareholders, in 2014 Bill & Melinda Gates Foundation (B&M), in 2018 Alipay Singapore E-
Commerce Private Limited ("Alipay”) and in 2021 SoftBank further invested in bKash Limited in the form of convertible
preference shares. As on 31 December 2021, out of the total 163,104 convertible preference shares, B&M holds 22,525 shares,
Alipay holds 55,433 shares and SoftBank holds 85,146 shares. Preference shareholders do not have any voting rights but has same
rights as equity shareholders with respect to economic interest in the company, These preference shares are convertible at a 1:1
basis to ordinary shares subject to consent as per shareholders' agreement. Consolidated financial statements have been prepared
using 35.74% mnstead of 51% considering the potential dilution, or otherwise according to economic interest on bKash.
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Notes to the financial statements as at and for the year ended 31 December 2021 (Continued)

1.24

1.2.5

BRAC SAAJAN Exchange Limited (subsidiary)

BRAC Bank Limited acquired 75%+]1 shares (249,992 shares out of the total 333,333 shares) of "SAAJAN Worldwide Money
Transfer Limited" (SWMTL) in the UK. Bangladesh Bank provided necessary approvals of GBP 500,000 to acquire SWMTL and
setting up two new branches in Luton and Bradford, UK. As per permission of Bangladesh Bank, SWMTL has been renamed as
"BRAC SAAJAN Exchange Ltd” (BSE). BRAC Bank has been controlling and monitoring all its operations as a holding company.
BRAC SAAJAN Exchange Limited was established to offer remittance and exchange services in the UK.

Notable that the operation of BRAC SAAJAN Exchange Limited has been suspended on regulatory ground by the local regulator in
UK. Management have lodged an appeal against the suspension before the court in UK. So, we will have to wait till verdict from
the court to resume the operations of the company.

BRAC IT Services Limited (associate)

BRAC IT Services Ltd. (bITS) was initially founded as Documenta™ Ltd, a digital archiving firm, in 1999. BRAC IT Services Ltd.
was then formed in April 2013 through the merger of Documenta™ Ltd and the IT Division of BRAC Bank. BRAC Bank acquired
51% shares of BRAC IT Services Limited, a private company limited by shares under the Companies Act, 1994, incorperated on 9
April 2013, Tt currently operates as an IT services company. In the year 2017, BRAC Bank reduced its holding in BRAC IT Services
Limited from 51% to 48.67% by selling 1,034 shares to BRAC. Due to this disinvestment, BRAC IT Services Limited was
converted as “Associate’ of the bank at the end of the year 2017, from a ‘Subsidiary” status. However, due to new investment by
BRAC in 2020, the holding percentage of BRAC Bank further reduced to 12.92% at the end of the year 2020.

Summary of shareholding in subsidiaries and associafes
BRAC Bank's (BBL) shareholding position in all of its subsidiaries and associates is summarized below:

A i hel
Name of subsidiaries | Facevalue |Total no. of ordinary shares Mo Dfardma];jl;ihares el by BBL's percentage of shareholding
and associates per share
2021 2020 2021 2020 2021 2020

fﬁg dEPL Investments| o 19 258,500,000 || 258,500,000 || 258,358,734 || 238,358,734 95.95% 99.95%

EPL Stock
ERACEEL Bo BDT 100 8411445 || 7,009,538 7,570,249 6,308,541 90.00% 90.00%
Brokerage Limited
bKash Limited BDT 100 381,949 381,949 194,800 194,300 51.00% 51.00%
BRACSAAIEN GBP 1 333,333 333,333 249,992 249,592 75.00% 75.00%
Exchange Limited
f};"‘;g d"T SEIICEs BDT 1,000 233,729 233,729 30,190 30,190 12.92% 12.92%

Basis of preparation of financial statements

Consolidated and separate financial statements

Separate financial statements of the bank for the year ended 31 December 2021 comprise the operaticn of the Domestic Banking
Unit (DBU) (main operations), as well as operations of the Off-shore Banking Unit (OBU), together referred to as “the bank’.
Consolidated financial statements comprise those of the bank (parent) and its subsidiaries and associates (note 1.2), together
referred to as “the Group’, or individually referred to as ‘Group entities/subsidiaries/associates’, as the case may be. There were no
significant changes in the operations of the bank/group entities. A summary of accounting principles and policies which have been
applied consistently (unless otherwise stated), are set out below and in the notes of respective areas:

Statement of compliance and basis of preparation

The Financial Reporting Act 2015 (FRA) was enacted in 2015. Under the FRA, the Financial Reporting Council (FRC) was formed
in 2017 and has adopted International Accounting Standards (TASs) and International Financial Reporting Standards (IFRSs) as the
applicable Financial Reporting Standards for public interest entities such as banks with effect from 2 November 2020.

The consolidated and separate financial statements of the Group and the bank, respectively, have been prepared in accordance with
the TFRS adopted by FRC and in addition to this, the bank also complied with the requirements of the following laws and
regulations from various Government bodies:

i) The Bank Company Act, 1991, and amendment thereon;

ii}  The Companies Act, 1994;

iii) Cireulars, Rules and Regulations issued by Bangladesh Bank (BB) time to time;

iv) Bangladesh Securities and Exchange Rules, 2020; Bangladesh Securities and Exchange Ordinance, 1969; Bangladesh
Securities and Exchange Act, 1993 and Bangladesh Securities and Exchange Commission (Public Issue) Rules 2015 and
amendments thereon;

v)  The Income Tax Ordinance, 1984, and amendments thereon;

vi) The Value Added Tax Act, 2012, The Value Added Tax Rules, 2016 and amendments thereon;

vii) Dhaka Stock Exchange Limited (DSE), Chittagong Stock Exchange Limited (CSE) and Central Depository Bangladesh
Limited (CDBL) rules and regulations; and

viii) Financial Reporting Act, 2015.
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Notes to the financial statements as at and for the year ended 31 December 2021 (Continued)

212 Compliance with International Financial Reporting Standard (IFRS)

- Ref. Na r Status
[FRS-1 First-Time Adoption of International Financial Reporting Standards Not applicable
) IFRS-2 Share-based Pavment Not applicable
v IFRS-3 Business Combinations Complied
B IFRS-4 Insurance Contracts Mat applicable
. 4 TFRS-5 Non-current assets Held for Sale and Discounted Operations Not applicable
IFRS-6 Exploration for and Evaluation of Mineral Resources Not applicable
" IFRS-7 Financial Instruments: Disclosures Complied *
I IFRS-8 Operating Segments Complied*
e IFRS-9 Financial [nstruments Complied *
IFRS-10 Consolidated Financial Statements Complied
i IFRS-11 Joint Arrangements Not applicable
e TFRS-12 Disclosure of Interests in Other Entities Complied
7 IFRS-13 Fair Value Measurement Complied
> IFRS-14 Regulatory Deferral Accounts Mot applicable
» IFRS-15 Revenue from Contracts with Customers Complied
- IFRS-16 Leases Complied
) IAS-1 Presentation of Financial Statements Complied*
: _, IAS-2 Inventories Not applicable
IAS-7 Statement of Cash Flows Complied*
o) IAS-8 Accounting Policies. Changes in Accounting Estimates and Errors Complied
< 1AS-10 Events after the Reporting Period Complied
T IAS-12 Income taxes Complied
v IAS-16 Propertv. Plant and Equipment Complied
7 IAS-19 Emplovee Benefits Complied
) 1AS-20 Accounting for Government Grants and Disclosure of Government Complied
. 1A5-21 The Effect of Changes in Foreign Exchanpes Rates. Complied
“ IAS-23 Borrowing Cost Complied
< IAS-24 Related Party Disclosures Complied
o, TAS-26 Accounting and Reporting by Retirement Benefit Plans Not applicable
1AS-27 Separate Financial Statements Complied
'\-fi; T1AS-28 Investment in Associates and Joint Venture Complied
1AS-29 Financial Reporting in Hvperinflationary Economies Not applicable
(i, TAS-32 Financial Instruments: Presentation Complied *
= T1AS-33 Earnings Per Share Complied
2 1AS-34 Interim Financial Reporting ** Complied
= 4 IAS-36 Impairment of Assets Complied
- IAS-37 Provisions. Contingent Liabilities and Contingent Assets Complied
] 1AS-38 Intangible Assets Complied*
TAS-40 Investment Propertv Not applicable
e IAS41 Apriculture Not applicable
- * Complied to the extent possible subject to compliance to Bangladesh Bank guidelines in this respect.
v *#* Complied in the preparation of interim financial reports of the Bank.
i, Standards issued but not yet effective
¥ A number of new standards and amendments to standards are issued but not yet effective for annual periods beginning after 01
f'\" January 2021 and earlier application is permitted. However, the Bank has not adopted early the following new or amended
standards in preparing these financial statements.
i
oo

A) Onerous contracts - Cost of fulfilling a contract (Amendments to TAS 37)
e B) Deferred tax related to assets and liabilities arising from a single transaction (Amendments to IAS 12)

o C) Other standards: The following new and amended standards are not expected to have a significant impact on the bank's
) standalone and consolidated financial statements:
4 - Covid-19 related rent concession bevond 30 June 2021 (Amendments to IFRS 16)
i, - Annual improvements to TFRS Standards 2018-2020
o - Property, plant and equipment: Proceeds before intended use (Amendments to LAS 16)
-; - Reference to Conceptual Framework (Amendments to IFRS 3)
] - Classification of Liabilities as Current or Non-current (Amendments to IAS 1)
" ‘; y - IFRS 17 Insurance Contracts and amendments to IFRS 17 Insurance Contracts
- Disclosure of Accounting Policies (Amendments to TAS 1 and IFRS Practice Statement 2)
- i - Definition of Accounting Estimates ( Amendments to IAS 8)
it Reason for departure from IFRS
Y ' The Central Bank of Bangladesh (*Bangladesh Bank’), as regulator of the banking industry, has issued a number of
s\k ‘ circulars/directives which are not consistent with the requirements specified in [AS/IFRS, as referred above.
E In case any requirement of the Bank Company Act, 1991, and provisions and circulars issued by Bangladesh Bank (BB) differ with
) those of IFRS, the requirements of the Bank Company Act, 1991, and provisions and circulars issued by BB shall prevail. Material
= departures from the requirements of TFRS are as follows:
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Notes fo the financial statements as at and for the year ended 31 December 2021 (Continued)

i) Investment in equity instruments except investment in subsidiaries and associates

IFRS: As per requirements of IFRS 9: Classification and measurement of mvestment in equity instruments depend on how these
are managed (the entity’s business model) and their contractual cash flow characteristics. Based on these factors, it would generally
fall either under “at fair value through profit and loss account” or under *at fair value through other comprehensive income’ where
any change in the fair value (measured in accordance with IFRS 13) at the year-end is taken to the profit and loss account or other
comprehensive income, respectively.

Bangladesh Bank: As per Banking Regulation and Policy Department (BRPD) circular no. 14, dated 25 June 2003, investments in
quoted shares and unquoted shares are revalued at the year-end at market price and as per the book value of the last audited balance
sheet, respectively. Provisions should be made for any loss arising from diminution in value of investments; otherwise investments
are recognised at cost.

ii) Subsequent measurement of Government securities

IFRS: Government securities refer primarily to various debt instruments which include both bonds and bills. As per requirements
of IFRS 9: Financial Instruments, these investments can be categorised as "Amortised Cost (AC)", or "Fair Value Through Profit or
Loss (FVTPL)", or "Fair Value through Other Comprehensive Income (FVOCI)". Investments designated as Amortised Cost are
measured at amortised cost method, and interest income is recognised through profit and loss account. Any changes in fair value of
investments designated as FVTPL is recognised in the profit and loss account. Any changes in fair value of investments designated
as FVOCI is recognised in other reserves, as a part of equity.

Bangladesh Bank: As per DOS Circular no. 05, dated 26 May 2008, and subsequent clarification in DOS Circular no. 05, dated 28
January 2009, Government securities/bills are classified into Held for Trading (HFT) and Held to Maturity (HTM). HFT securities
are revalued on the basis of mark-to-market and at year-end, any gains on revaluation of securities which have not matured as at the
balance sheet date are recognised in other reserves as a part of equity. Any losses on revaluation of securities which have not
matured as at the balance sheet date are charged in the profit and loss account. Interest on HFT securities, including amortisation of
discount, are recognised in the profit and loss account. HTM securities which have not matured as at the balance sheet date are
amortised at year-end, and gains or losses on amortisation are recognised in other reserves as part of equity.

iii) Provision on leans and advances

IFRS; As per I[FRS 9: Financial Instruments, an entity shall recognise an impairment allowance on loans and advances based on
expected credit losses. At each reporting date, an entity shall measure impairment allowance for loans and advances at an amount
equal to the lifetime expected credit losses, if the credit risk on these loans and advances has increased significantly since initial
recognition, whether assessed on an individual or collective basis, considering all reasonable information (including that which is
forward-looking). For those loans and advances for which credit risk has not increased significantly since initial recognition, at each
reporting date, an entity shall measure the impainment allowance at an amount equal to 12-month expected credit losses that may
result from default events on such loans and advances that are possible within 12 months after the reporting date,

Bangladesh Bank: As per BRPD Circular no. 07 dated 21 June 2018, BRPD Circular no 13 dated 18 October 2018, BRPD circular
No. 15 dated 27 September 2017, BRPD circular no. 16 dated 18 November 2014, BRPD circular no. 14 dated 23 September 2012,
BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 1 dated 20 February 2018, BRPD circular no. 3 dated 21 April 2019,
BRPD circular no. 52 Dated 20 October 2020, a general provision at (.25% to 2% under different categories of unclassified loans
{good/standard and SMA loans) has to be maintained regardless of objective evidence of impairment. Alse, provision for different
categories of classified loans (sub-standard, doubtful and bad and loss loans) has to be provided at 20%, 50% and 100%
respectively, for loans and advances depending on time past due. Again, as per BRPD cireular no. 14 dated 23 September 2012 and
BRPD circular no. 07 dated 21 June 2018, a general provision at 1% is required to be provided for all off-balance sheet exposures
except on 'bills for collection’ and 'guarantees’ where the counter guarantees have been issued by multilateral development bank
(MDB)/international bank having BB rating grade '1' equivalent outlined in the Guidelines on Risk Based Capital Adequacy
(Revised Regulatory Capital Framework for banks, in line with Basel-IIT). Such provision policies are not specifically in line with
those prescribed by TFRS 9. As per BRPD circular no. 16 dated 21 July 2020, provision @ 5%, 20% on SMEF financing on S3,DF
except medium enterprise has to be maintained. As per BRPD circular No: 56 dated 10 December 2020, Special General Provision -
COVID-19 @ 1% has to be maintained on all UC meratorium loans.

iv) Other comprehensive income

IFRS: As per IAS 1 Presentation of Financial Statements, other comprehensive income is a component of financial statements or
the elements of other comprehensive income are to be included in single comprehensive income statements.

Bangladesh Bank: Bangladesh Bank has issued templates for financial statements which will strictly be followed by all banks. The
templates of financial statements issued by Bangladesh Bank do not include Other Comprehensive Income nor are the elements of
Other Comprehensive Income allowed to be included in a single Other Comprehensive Income {OCI) statement, As such, the bank
does not prepare Other Comprehensive Income statement. However, elements of OCI, if any, are shown in the Statement of
Changes in Equity.
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Notes to the financial statements as at and for the year ended 31 December 2021 (Continued)

v) Financial instruments — presentation and disclosure

In several cases, Bangladesh Bank guideline categorize, recognise, measure and present financial instruments differently from those
prescribed in TFRS 9: Financial Instruments. Hence, some disclosure and presentation requirements of TFRS 7 Financial
Instruments: Disclosures and IAS 32 Financial Instruments: Presentation cannot be made in the financial statements.

vi) Repo and reverse repo transactions

TFRS: As per IFRS 9, when an entity sells a financial asset and simultaneously enters into an agreement to repurchase the asset (or
a similar asset) at a fixed price on a future date (repo), the arrangement is treated as a loan, and the underlying asset continues to be
recognised at amortised cost in the entity’s financial statements. The difference between selling price and repurchase price will be
treated as interest expense. The same rule applies to the opposite side of the transaction (reverse repo).

Bangladesh Bank: As per DOS Circular letter no. 6, dated 15 July 2010, and subsequent clarification in DOS Circular no. 03,
dated 30 January 2012 and DOS circular no. 2, dated 23 January 2013, when a bank sells a financial asset and simultaneously
enters into an agreement to repurchase the asset (or a similar asset) at a fixed price on a future date (repo or stock lending), the
arrangement is accounted for as a normal sales transaction, and the financial assets are de-recognised in the seller’s book and
recognised in the buyer’s book.

However, as per DMD circular letter no. 7, dated 29 July 2012, non-primary dealer banks are eligible to participate in the Assured
Liquidity Support (ALS) programme, whereby such banks may enter collateralised repo arrangements with Bangladesh Bank. Here,
the selling bank accounts for the arrangement as a loan, thereby continuing to recognise the asset.

vii) Financial guarantees

IFRS: As per [FRS 9: Financial Instruments, financial guarantees are contracts that require an entity to make specified payments to
reimburse the holder for a loss it incurs if a specified debtor fails to make payment when due, in accordance with the term of debt
instruments. Financial guarantee liabilities are recognised initially at their fair value, and the initial fair value is amortised over the
life of the financial guarantee. The financial guarantee liability is subsequently carried at the higher of this amortised amount, and
the loss allowance determined as expected credit loss under IFRS 9. Financial guarantees are prescribed to be included within other
liabilities.

Bangladesh Bank: As per BRPD circular no. 14, dated 25 June 2003, financial guarantees, such as Letter of Credit and Letter of
Guarantee should be treated as off balance sheet items. No liability is recognised for the guarantee, except the cash margin.

viii) Cash and cash equivalents
IFRS: Cash and cash equivalent items should be reported as cash item as per [4S 7: Statement of Cosh Flows.

Bangladesh Bank: Some cash and cash equivalent items, such as money at call and on short notice, freasury bills, Bangladesh
Bank bills and prize bonds are not shown as cash and cash equivalents. Money at call and on short notice is shown separately in the
balance sheet. Treasury bills, Bangladesh Bank bills and prize bonds are shown under investment in the balance sheet. However, in
the cash flow statement, money at call and short notice and prize bonds are shown as cash and cash equivalents beside cash-in-
hand, balance with Bangladesh Bank and other banks.

ix) Non-banking assets

IFRS: There isno pa.rticul:arfspeciﬁc guideline about non-banking assets in IFRS.

Bangladesh Bank: As per BRPD circular no. 22, dated 20 September 2021, there is a separate balance sheet item titled as non-
banking asset that exists in the standard format.

x) Cash flow statement

IFRS: As per IAS 7: Statement of Cash Flows , cash flow statement can be prepared either in direct method or indirect method. The
presentation is selected to present these cash flows in a manner that is most appropriate for the business or industry. The method
selected is applied consistently.

Bangladesh Bank: As per BRPD circular no. 14, dated 25 June 2003, the cash flow statement is a mix of both the direct and
indirect methods.
xi) Balance with Bangladesh Bank

IFRS: Balance with Bangladesh Bank should be treated as other asset, as it is not available for use in day to day operations, as per
IAS 7: Statement of Cash Flows. :

Bangladesh Bank: Balance with Bangladesh Bank is treated as cash and cash equivalents,
xii) Presentation of intangible asset

IFRS: Tntangible assets must be identified and recognised, and the disclosure must be given as per JAS 38: Intangible Assets.
Bangladesh Bank: Intangible assets are shown in fixed assets, including premises and furniture and fixtures, as there is no specific
regulation for intangible assets in BRPD circular no. 14, dated 25 June 2003.
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Notes to the financial statements as at and for the year ended 31 December 2021 (Continued)

xiii) Off balance sheet items

IFRS: As per [FRS, there is no requirement for disclosure of off balance sheet items on the face of the balance sheet.

Bangladesh Bank: As per BRPD circular no. 14, dated 25 June 2003, off balance sheet items, e.g. Letter of Credit, Letter of
Guarantee and Acceptance must be disclosed separately on the face of the balance sheet.

xiv) Disclosure of appropriation of profit

IFRS: There is no requirement to show appropriation of profit on the face of statement of comprehensive income.

Bangladesh Bank: As per BRPD circular no. 14, dated 25 June 2003, appropriation of profit should be disclosed on the face of
profit and loss account.

xv) Loans and advances/investments net of provision
IFRS: As per IFRS 9. loans and advances/investments should be presented net of provision.

Bangladesh Bank: As per BRPD circular no. 14, dated 25 June 2003, provision on loans and advances/investments are presented
separately as liability and cannot be netted-off against loans and advances.

xvi) Recognition of interest in suspense

IFRS: Loans and advances to customers are generally classified at amortised cost as per IFRS 9, and interest income is recognised
in the profit and loss account by using the effective interest rate method to the gross carrying amount over the term of the loan,
Once a loan subsequently becomes credit-impaired, the entity shall apply the effective interest rate to the amortised cost of these
loans and advances.

Bangladesh Bank: As per BRPD circular no. 14, dated 23 September 2012, once a loan is classified as Sub-standard, Doubtful BL
(special reason), interest accrued on such loans are not allowed to be recognised as income, rather the corresponding amount needs
to be credited to an interest in suspense account which is presented as other liability in the balance sheet.

xvii) Provision on undrawn loan commitments

IFRS: As per [FRS 9, the bank shall recognise credit losses on undrawn loan commitments, such as Letter of Credit (L/C), Letter
of Guarantee (L/G), etc., as the present value of the difference between the contractual cash flow that are due by the customer if the
commitment is drawn down and the cash flows that the bank expects to receive,

Bangladesh Bank: As per BRPD Circular no. 07, dated 21 June 2018, and BRPD Circular no. 14, dated 23 September 2012, the
bank is required to maintain a provision at 1% rate against off balance sheet exposures (which includes all types of undrawn loan
commitments).

xviii) Name of the financial statements

IFRS: As per IAS 1, complete set of financial statements consists statement of financial position, statement of profit or loss and
other comprehensive income, statement of changes in equity, statement of cash flows and notes, comprising significant accounting
policies and other explanatory information.

Bangladesh Bank: The forms of financial statements and directives for preparation thereof of the bank companies in Bangladesh
are guided by BRPD Circular no. 14, dated 25 June 2003 and subsequent amendments thereof from time to time. BRPD circular no.
14 states the statement of financial position as balance sheet and statement of profit or loss and other comprehensive income as
profit and loss account.

[Also refer to (note 2.1.2) Compliance of International Financial Reporting Standards (IFRS)]
Going concern

The accompanying financial statements have been prepared on a going concern assumption that the Bank will continue in operation
over the foreseeable future. The Bank has neither any intention nor any legal or regulatory compulsion to liquidate or curtail
materially the scale of any of its operations. Key financial parameters (including liquidity, profitability, asset quality, provision
sufficiency and capital adequacy) of the bank continued to demonstrate a healthy trend for a couple of years. The rating outlook of
the bank, as reported by all the rating agencies is “Stable’.

The management do not see any issue with respect to going concern due to recent pandemic COVID-19. Besides, the management
is not aware of any other material uncertainties that may cast significant doubt upon the bank's ability to continue as a going
concern.

Use of estimates and judgments

The preparation of financial statements requires the management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised, and in any future periods affected. The key item which involve these judgments, estimates
and assumptions are discussed below:
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2.1.6

22

2.3

Impairment losses on loans and advances

In addition to the provision made for loans and advances based on the guidelines of Bangladesh Bank, the Bank reviews its loans
and advances portfolio on a monthly basis to assess whether a further allowance for impairment should be provided in the income
statement. Judgments by the management is required in the estimation of these amounts, and such estimations are based on
assumptions about a number of factors, though actual results may differ, resulting in future changes to the provisions.

Other items

Other key items where estimates or judgements were involved include:

a) Deferred tax (Note - 9.4)

b) Useful life of fixed assets and right of use of assets (Note - 8)

¢} Provisions (Note - 16)

d) Remeasurement gain/(loss) of defined benefit obligation and plan assets (Note - 9.5.3)

¢) Impairment testing of goodwill and/or investment in subsidiaries/associates (Note 6 and 38.1)
f} Lease liabilities (Note - 16)

) Provision for taxation (Note - 41)

Materiality and aggregation

Each material item considered by the management as significant has been displayed separately in the financial statements. No am
has been set off, unless the Bank has a legal right to set off the amounts and intends to settle on net basis. Income and expense:
presented on a net basis only when permitted by the relevant accounting standards.

Comparative information

Accounting policies have been consistently applied by the Bank and are comsistent with those used in the previous year.
Comparative information is rearranged wherever necessary to conform with the current presentation.

Basis of consolidation

Consolidated financial statements include financial statements of BRAC Bank Limited and its subsidiaries, BRAC EPL Investments
Limited, BRAC EPL Stock Brokerage Limited, bKash Limited and BRAC SAAJAN Exchange Limited, as those of a single
economic entity.

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standard (IFRS) 10:
Consolidated Financial Statements. The consolidated financial statements are prepared to a common reporting year ended 31
December 2021,

Tntra-company transactions, balances and intra-group gains on transactions between group companies are eliminated on
consolidation.

Foreign currency transactions

Functional and presentation currency

The financial statements are presented in Bangladeshi Taka (BDT), which is the bank's functional currency. The functional
currency of the Bank's Off-shore Banking Unit (OBU) and one of the Bank's subsidiaries, namely BRAC SAAJAN Exchange
Limited, is in United States Dollar (USD) and Great Britain Pound (GBP), respectively. Financial statements of the above-
mentioned unit and subsidiary have been translated into the presentation currency, i.e. Bangladeshi Taka (BDT), following the
guidelines of I4S 21: The Effect of Changes in Foreign Exchange Rates. The functional and presentation currency of other
subsidiaries and associates is in Bangladeshi Taka (BDT). Except as indicated, figures have been rounded-off to the nearest Taka.

Conversion of foreign currency transactions and balances
The transactions in foreign currencies are converted into equivalent Taka currency using the ruling exchange rates on the dates of
such transactions as per IAS 21: The Effects of Changes in Foreign Exchange Rates.

Monetary assets and liabilities denominated in foreign currencies are retranslated to the functional currency at standard mid-rate of
exchange ruling at the reporting date. Effects of exchange rate differences (rates at which transactions were initially recorded and
the rate prevailing on the reporting date/date of settlements) applied on the monetary assets or liabilities of the Bank are recorded in
the profit and loss account as per IAS 21 The Effects of Changes in Foreign Exchange Rates. Non-monetary assets and liabilities
that are measured at fair value in a foreign currency are translated into the functional currency at the spot exchange rate at the date
on which the fair value is determined. Non-monetary items that are measured based on historical cost in a foreign currency are
translated using the spot exchange rate at the date of the transaction. Foreign currency differences arising on translation are
generally recognised in reserve as part of equity as per IAS 21 The Effects of Changes in Foreign Exchange Rates.

Contingent liabilities/commitments for letter of credit, letter of guarantee and acceptance denominated in foreign currencies have
been expressed in Taka currency at the revaluation rate.
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2.4

2.5

2.6

Translation of foreign currency operations

The results of financial statements of any foreign operation (including subsidiaries, off-shore banking unit, etc.) whose functional
currency is not Bangladeshi Taka are translated into Bangladeshi Taka as follows:
a. assets and liabilities for each statement of balance sheet have been translated at the closing rate on the date of the balance sheet

b. income and expenses for the profit and loss account have been translated at average rate.
Foreign currency differences are recognised in OCI and accumulated in the foreign currency translation reserve, except to the
extent that the translation difference is allocated to NCL

Exchange rates
The assets and liabilities as at 31 December in foreign currencies have been converted to BDT at the following rates:

Name of Currencies 2021 2020

USD 1=BDT 85.80 8445
SGD 1=BDT 63.41 63.75
GBP 1=BDT 115.70 114.93
AUD 1=BDT 62.33 64.72
EUR 1=BDT 97.12 103.65
CHF 1=BDT 93.71 95.46
JPY 1=BDT 0.75 0.82
CAD 1=BDT 67.12 66.10
AED 1=BDT 23.36 22.99
CNY 1=BDT 13.46 12.94

Translation reserve in separate financial statements
The functional currency of the Bank's Off-shore Banking Unit (OBU) is in United States Dollar (USD). So, translation reserve has
been generated in separate financial statements for translating offshore banking operations in bank's presentation currency (BDT).

Translation reserve in consolidated financial statements

The functional currency of one of the Bank's subsidiaries BRAC SAAJAN Exchange Limited is in Great Britain Pound (GBP). As a
result, in consolidated financial statements translation reserve includes the balances of separate financial statements as well as the
balances for translating SAAJAN's GBP operations to bank's presentation currency (BDT).

Accounting for provisions, contingent liabilities and contingent assets

The Bank recognises provisions only when it has a present obligation as a result of a past event and it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and when a reliable estimate of the amount of the
obligation can be made.

No provision 1s recognised for-

a.  Any possible obligation that arises from past events and the existence of which will be confirmed only by the occurrence or
non-oceurrence of one or more uncertain future events not wholly within the control of the bank; or

b.  Any present obligation that arises from past events but is not recognised because-
1) It is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation; or
ii) A reliable estimate of the amount of obligation cannot be made.

Such obligations are recorded as contingent liabilities. These are assessed continually and only that part of the obligation for which
an outflow of resources embodying economic benefits is probable, is provided for, except in extremely rare circumstances where no
reliable estimate can be made.

Contingent assets are not recognised in the financial statement since these may result in the recognition of income that may never
be realised. However, due to regulations of Bangladesh Bank (Central Bank of Bangladesh) and Bank Company Act, 1991, as
amended, all items of such contingent assets/liabilities are shown as off balance sheet items under balance sheet of the bank as a
separate section.

Derivative financial instruments

The fair value of denivatives (forward contracts, currency rate swaps, etc.) are recognised in the profit and loss account of the bank,
as per [FRS 9. The value of the contract itself is shown as an item of other contingent liabilities, as per Bangladesh Bank guidelines.

Reporting period

These financial statements cover one calendar year - from 01 January to 31 December 2021.
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2.7

2.8

2.9

2.10.1

Basis of preparation of liquidity statement

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

a)  Balances with other bank and financial institutions, money at call and short notice etc. are on the basis of their maturity term.

b)  Investments are on the basis of their 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 other banks, financial institutions and agents as per their maturity/ repayment term.
g)  Deposits and other accounts are on the basis of their maturity term and behavioural 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.

Dividend

Dividend on ordinary shares is recognised as a liability and deducted from retained earnings when they are approved by
shareholders at the Annual General Meeting (AGM) of the Bank.

Dividend on ordinary shares for the year that is recommended by the Directors after the balance sheet date for approval of
shareholders at the Annual General Meeting are disclosed in Note - 48.6 to the financial statements.

Dividend Distribution Policy of BRAC Bank

Bangladesh Securities and Exchange Commission (BSEC) has made it mandatory for the listed Company to have their dividend
distribution policy and disclosed it in the Company’s website and in the Annual Report. Accordingly, BRAC Bank has formulated
the dividend distribution policy which has been approved by Board of Directors in its 303rd meeting held on 20 September 2021.
The policy is also available in bank's website accordingly.

The BRAC Bank Ltd shall propose and declare dividend by ensuring compliance with the regulatory guidelines on dividend
declaration and other directives from Bangladesh Securities and exchange commission (BSEC), DSE, CSE, Bangladesh Bank, NBR
and other applicable regulatory requirements as well as aligned with company's business strategy.

Reconciliation of inter-bank/inter-branch account

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

Accounting for changes in policy, accounting estimates and errors

IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors , states that the effect of a change in accounting policy and
correction of errors, if material, is to be applied retrospectively, and change in an accounting estimate is to be applied
prospectively. The carrying amount of assets, liabilities, or equity may be changed following a change in accounting estimates in
the period of the change. The bank followed the same accordingly.

The changes in accounting policy for the subsequent measurement/valuation and accounting of Land

In compliance with International Accounting Standard (IAS) 16 Property, plant and equipment, BRAC Bank Limited (“the Bank™)
followed “revaluation model” for “Land” only, for measurement after initial recognition. Land was initially measured at cost and
then in 2012, BRAC Bank changed the measurement basis of its land and adopted ‘revaluation model” replacing the ‘cost model” in
accordance with IAS 16. However, due to limited number of transaction of land and discrepancies in the amount of sales ptice of
land disclosed at the time of registration and the actual sales price, the Bank and its valuers are facing challenges to determine fair
value of land as per IAS 16/IFRS 13.

We also conclude that since judgment and estimates are not used in cost model and also other constraints of revaluation model as
stated above, the cost method will provide reliable measurement basis, better information about the nature and amount of the
Bank’s economic resources as well as ensure faithful representation and verifiability as outlined in Conceptual Framework for
Financial Reporting under TFRS. Considering all these issues to ensure fair presentation of financial statements, bank has changed
the measurement basis of Bank’s land and decided to revert back from revaluation model to cost model in line with International
Accounting Standard (TAS) 8: Accounting policies, changes in accounting estimates and errors.

As the impact for the above policy change, the book value of land decreased by BDT 520,468,350, asset revaluation reserve
decreased by BDT 478,558,600 and deferred tax liability decreased by BDT 41,909,750 on the revaluation gain booked earlier
under the revaluation model.

The changes have been applied retrospectively in accordance with IAS 8 and the opening balance of cach affected component of
equity for earlier prior period (January 2020) and other comparatives figures have been adjusted.
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2.10.2

Application of uniform accounting policy for Fixed Assets in group/consolidated financial statements

The subsidiaries of BRAC Bank have some variations in depreciation rates and method for few class of fixed assets. These are very
usual practice considering their separate line of business, nature of operation and asset consumption pattern. The depreciation rates
of BRAC Bank and it's subsidiaries are as follows:

BRAC BRAC EPL it UL .
Stock bKash BRAC Saajan
Category of assets Bank Investments o s
A AR Brokerage Limited Exchange Limited
Limited Limited -
Limited

Furniture and fixture 10% 10%-20% 12.5% 20% 10%
Building 2.5% 5% 2% - -
Office equipment 20% 10%-20% 20% 20% 10%
1T equipment - Hardware 20% 25% - 20% -
IT equipment - PC, Laptop, UPS, Printer and 33.33% 33.33% 25% 33.33% 33.33%
Scanner
IT equipment - Software 10%-20% 33.33% 3333% 20% 20%
Motor vehicles 20% 20% 20% 20% -
Office decoration/renovation works 10% 15% 15% 20% 10%

The management of BRAC Bank decided to follow uniform accounting policies in compliance with IFRS 10 " Consolidated
Financial Statements” with the retrospective effect as per IAS 8 for the preparation of consolidated financial statements as per IFRS
10. Accordingly, consolidated financial statements of BRAC Bank for the year ended 31 December 2021 have been prepared
applying uniform accounting policies giving impact of uniform depreciation policy.

In the consolidated financial statements, BRAC bank's policies for useful life and rates of all fixed assets have been applied
including all of the classes of assets of subsidiaries following IAS 8 with the retrospective effect for the correction of error, The
required adjustment in opening retained earnings have been given for the correction.

The impact of the application of uniform accounting policy changes under IAS 8 is summarized below:

Balance sheet items
Particulars 31 Dec 2021 || 31 Dec 2020 31 Dec 2019
Increase in Fixed asseis including premises, furniture and fixture 72.214.624 59.007.796 44 462.019
Increase in equity and non-controlling interest 72.214.624 59,007,796 44.462.019
Profit and loss items

3 Jan to Dec Jan to Dec
Particulars 2021 2020 Up to Dec 2019
Decrease in Depreciation and repairs to bank's assets (13,206,828} (14.545.777) (44.462.019)
Risk management

In the world of finance, risk management refers to the practice of identifying potential risks in advance, analyzing them and taking
precautionary steps to reduce/mitigate the risk. Risk management is pivotal for ensuring sustainability of the business.
Globalization enables consequential expansion of business activities that ultimately heightens competition levels for organizations.
Financial erisis and volatility in economic growth set enforce the need for comprehensive risk management. Types of risk vary from
business to business, but preparing a comprehensive risk management plan involves a collaborative process. A comprehensive risk
management plan must enumerate strategies for dealing with risks specific to any business but should not be limited to those alone.

Risk management is at the heart of banking business. Banks strive for embracing prudent risk management discipline to combat
unpredictable/exigent situations. Today, it is clear that banking institutions must develop systematic and watchful techniques to
monitoring activities that have a significant impact on the business.

The Standards of Risk Management, as taken up by the Bank for International Settlements (BIS) and, particularly, Basel Committee
on Banking Supervision (BCBS), has been applied by bank regulators across the world. The Central Bank of Bangladesh, i.e.
Bangladesh Bank also issued revised risk management guidelines in October 2018, which forms the basis of risk management of all
scheduled banks in Bangladesh. Banks must implement stronger risk management policies and processes according to the
guidelines. Risk management among banks broadly cover core risk areas of banking, i.e. credit risk, operational risk, liquidity risk
and ICC risk, etc. Bangladesh Bank also prescribes that there should be a separate desk for each of these risk types under the risk
management division. In line with the regulatory requirement and elevating its risk management function, BRAC Bank has
established comprehensive risk management guidelines, duly approved by its Board of Directors. The bank's risk management
strategy is based on a thorough awareness of diverse risks, a disciplined risk assessment process, and cautious measurement
processes with ongoing monitoring. The bank is continuing to improve its risk management systems, not only to meet regulatory
obligations, but also to achieve superior risk-adjusted returns and optimal capital use while keeping the organization's business
objectives in mind. The bank handles risk across two strategic layers: the managerial layer and the operational layer, for effective
risk management. Risk discussions are held at those levels with the goal of identifying and measuring the impact of various types of
risk in core banking, Risk mitigation and viable solutions are examined, and conclusions are reached as a result.
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2111  Credit risk management
) Credit risk is one of the bank’s six Core risks and it is one of the most Important. Simply put, it occurs when a bank's borrower or
counterparty fails to meet their commitments in line with the agreed-upon terms and conditions. Effective credit risk management
is a vital component of a comprehensive risk management strategy and critical to any bank's long-term sustainability. The
likelihood of the borrower defaulting including the exposure or financial impact on the bank in the case of the failure are both I
¥ considered when assessing credit risk. It also takes into account the connections between credit risk and other risk factors. | :

|
Considering key elements of credit risk, the bank has segregated duties of officers/executives involved in credit-related activities. |
) Separate divisions for Corporate, SME, Retail and Credit Cards are entrusted with the responsibility of maintaining effective I
: relationship with customers, marketing credit products, exploring new business opportunities, etc. For transparency in operations ‘
] during the entire credit process, teams for i. Credit Approval, ii. Asset Operations, iii. Recovery Unit and Special Asset

Management have been set up. ‘

d The entire process involves relationship teams of respective asset portfolios (Retail, SME and Corporate) booking clients and the
underwriting team conducting thorough assessment before placing the facility for approval with the authority. Risk assessment
includes borrower risk analysis, industry risk analysis, financial risk analysis, security risk analysis, account performance risk
analysis and environmental & social risk analysis of the customer. Post-approval, the Credit Administration Department ensures
v compliance with all legal formalities, completion of documentation, including security of proposed facility, and eventual
" disbursement. This arrangement has not only ensured segregation of duties and accountability, but also helped in minimizing risk of
v compromise with quality of the credit portfolio. [

i To ensure sound practices in credit risk management, including taking calculated risk and maintaining asset portfolio quality,
BRAC Bank follows well-established Credit Policy Guidelines, as approved by the Board of Directors and prepared in line with

4 internationally-accepted risk management principles and best practices. The guidelines are also aligned with the ‘Guidelines on
Credit Risk Management (CRM) for Banks™ (March, 2016) by Bangladesh Bank, the Bank Company Act, 1991 (Amended in 2013),

-‘" Risk Management Guidélines for Banks (October, 2018) and credit-related circulars and instructiens of Bangladesh Bank circulated
from time to time:.

In 2021, BRAC Bank has complied with the instructions given by Bangladesh Bank vide BRPD Circular letter no 04 dated 04-Jan- |
21 and BRPD Circular letter no 35 dated 06-JTul-21 for the loan accounts at the time of sanctioning or renewal, where applicable. 0l

J 2.11.2  Foreign exchange risk management I
y Foreign exchange risk arises from fluctuations in currency prices, influenced by various macro and micro economic factors. |
" Contemporary financial institutions engage in activities starting from basic currency buy, sell, imports, exports and remittances to

complex structured products. Within the bank, the Treasury division is vested with the responsibility to measure and minimise risk
’ associated with bank’s foreign currency position. l

. All treasury functions are clearly demarcated between treasury front office, mid office and back office. The front office is involved
only in dealing activities, mid office is involved in monitoring of different limits, e.g. counterparty limits, dealers' trading limits,
stop/loss limits, ete. and calculation of Value at Risk (VaR) and reports directly to the Chief Risk/Operating Officer of the bank.
Treasury back office is responsible for all related processing functions with separate reporting line to the Head of Operations.
Treasury front and back office personnel operate as per Bangladesh Bank’s core risk management guidelines and also according to
their respective job descriptions. Any overlap is barred. The Banks treasury front office, mid office and back office has separate and 0
independent reporting lines to ensure segregation of duties and accountability and also helps minimise the risk of compromise. The |
full function operates under the foreign exchange risk management policy of the bank, updated based on the latest Foreign I
Exchange Guidelines from the central bank. ‘ al

-

" Dealing room is well-equipped with Reuter’s dealing system, a number of FX trading platforms and voice loggers, etc. State-of-the-

art treasury system is in place to ensure straight through processing (STP) of all deals. Dealing room also offers an FX trading |

h platform ‘BBL Electra’ to counterparty banks where all deals are auto-hedged and processed through STP without creating any |

positicn for the dealing room. The robust treasury system of the Bank also facilitates the mid office in effective monitoring and risk

\ reporting and the back office with different reports, along with easy processing of transactions. Counterparty limit is set by the |
Credit Committee and monitored by the mid office. Clearly expressed dealers’ trading limits, stop-loss limits and currency-wise I

) open position limits are in place that are monitored by the mid office. Trigger levels are set for dealers, Chief Dealer and Head of ‘
Treasury. All FX transactions are carried out by well-trained, young and dynamic dealers who ensure local and global regulatory

) compliance Dealing room is well-equipped with Reuter’s dealing system, a number of FX trading platforms and veice loggers, ete.

State-of-the-art treasury system is in place to ensure straight through processing (STP) of all deals. Dealing room also offers an FX

trading platform ‘BBL Electra’ to counterparty banks where all deals are auto-hedged and processed through STP without creating

any position for the dealing room. The robust freasury system of the Bank alse facilitates the mid office in effective monitoring and |

. risk reporting and the back office with different reports, along with easy processing of transactions. Counterparty limit is set by the

i Credit Committee and monitored by the mid office. Clearly expressed dealers’ trading limits, stop-loss limits and currency-wise

s open positicn limits are in place that are monitored by the mid office. Trigger levels are set for dealers, Chief Dealer and Head of |

_ Treasury. All FX transactions are carried out by well-trained, young and dynamic dealers who ensure local and global regulatory |

0 compliance.

¥ 2.11.3  Asset liability management
Changes in market liquidity and or interest rate exposes the bank’s business to the risk of loss, which may, in extreme cases,
s threaten the survival of the institution. Thus, it is essential that the level of balance sheet risks are effectively managed, appropriate
policies and procedures are established to control and limit these risks and proper resources are made available for evaluating and
v controlling these risks. The Asset Liability Management Committee (ALCO) of the bank monitors balance sheet and liquidity risks
of the bank.
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2.11.5

ALCO also reviews the country’s overall economic position, the bank’s liquidity position, ALM ratics, interest rate risks, capital
adequacy, deposit/advances growth, cost of deposit and yield on advances, FX gap, market interest rates, loan loss provision
adequacy and deposit and lending pricing strategy.

Prevention of Money Laundering (ML), Terrorist Financing (TF) and Proliferation Financing (PF)
In order to improve Bank’s money laundering risk management rating, BRAC Bank has taken number of initiatives in line with the
Core Risk Management Guideline under supervision of its Board and Senior Management. This includes restructuring of Anti
Money Laundering Division by appointment of dedicated CAMLCO in the rank of Deputy Managing Director (Chief Anti Money
Laundering Compliance Officer) with sole responsibility to oversee AML program of the Bank. Also, other senior level
appointments were made including DCAMLCO and Head of AML Trade to make the program effective.

In ling with the directives of BFIU, Managing Director & CEO of the Bank issues a message to all employees citing strong
commitment to ensure compliance of AML rules and regulations and to adopt necessary policy/procedures for proper
implementation of the same. Large scale trainings are organized including resource persons from BFIU to enhance employee
knowledge and awareness covering TBML guidelines. Special awareness session is also organized for members of Board of
Directors of the Bank on AML/CFT regulations. Some of the related policies and procedures of the Bank have been revised to make
those more aligned with different circulars and guidelines of BFIU. TBML directive has also been rolled out with adaptation in
internal processes. Additional process and procedures have also been implemented covering areas of CDD/KYC, review of high-
risk accounts, Trade CDD and risk grading of customers, PEP/IP, Ultimate Beneficial Owner guideline, sanctions screening etc. In
order to update CDD lapses at account level separate projects have also been initiated, In order to improve monitoring of client
transactions new transaction monitoring reports have been introduced with risk-based approach, which resulted in high level
detection and reporting of suspicious activities/transactions (SAR/STR). Further discipline was brought in improving quality of
quarterly meeting and self-assessment reports by branches. The Central Compliance Committee and its Terms of Reference has
been revised to make the committee more effective and to have oversight of Senior Management. To ensure AML policy &
procedures, more focused internal audit reviews have also been initiated. In addition to review of internal audit, further reviews by
AML Division has also been carried out, to improve AML standard of the branches. Branches were also provided training to better
manage regulatory inspections by offsite/onsite training.

Therefore, the key objectives of the Bank are to ensure implementation of policies and procedures in line with BFIU Guideline,
improve employee awareness and commitment, integrate higher engagement and focus of Senior Management within Bank's
control measures to improve overall AML-CFT Governance and better mitigate the money laundering & terrorist financing risk.

Internal Control and Compliance (ICC)

Internal Control is the mechanism to provide reasonable assurance regarding the attainment of objectives in the effectiveness and
efficiency of operations, the reliability of financial reporting and compliance with applicable laws, regulations and internal policies.
The primary objective of Internal Control and Compliance is to support the bank to perform better and add value through the
optimal use of resources.

Establishing adequate internal control and ensuring an effective control environment is high on the management agenda. The bank
has instituted internal control over financial reporting and has also established monitoring mechanisms to ensure operational
effectiveness of these controls. All internal controls are specifically designed to address risks related to financial reporting,
efficiency and effectiveness of operations and compliance with applicable laws and regulations. Through internal control systems,
the bank identifies weaknesses associated with the process and adopts appropriate measures to overcome these deficiencies.

The main objectives of internal control are as follows:

a) Operations cbjectives: Attainment of the bank’s mission and vision.

b) Reporting objectives: Timely, accurate and comprehensive reperting - financial and non-financial, internal and external.

¢) Compliance objectives: Conducting activities and taking specific actions in accerdance with applicable laws and regulations.

The bank has established an effective internal control system whose primary aim is to ensure the overall management of risks and
also provide reasonable assurance that the objectives set by the bank will be met. It has been designed to develop a high level of
sk culture among our pecple, establish efficient and effective operating standards, ensure reliability of internal and external
information, including accounting and financial information, secure the bank’s operations and assets, and comply with laws,
regulatory requirements and internal policies.

The key functions that have been established in reviewing adequacy and integrity of the system of internal controls are as follows:

a) Various committees are established by the Board to assist it in ensuring the effectiveness of the bank’s daily operations and
that the bank’s operations are in accordance with the corporate objectives, strategies and the annual budget, as well as
approved policies and business directions.

b) The Internal Audit Department of the Bank checks for compliance with policies and procedures and the effectiveness of the
internal control systems on an ongoing basis using samples and rotational procedures and highlights significant findings in
respect of any non-compliance.

¢) Audits are carried out on various departments/units, SME Service Centres and all branches in accordance with the annual
audit plan, approved by the Audit Committee of the Board. The frequency of audits of branches is determined by the level of
risk assessed to provide an independent and objective report. Findings of the internal audit are submitted to the Audit
Committee of the Board for review at their periodic meetings.
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d) The Audit Committee of the Board of the bank reviews internal control issues identified by the Internal Audit Department,
Bangladesh Bank, External Auditors and the management, and evaluates the adequacy and effectiveness of the risk
management and internal control systems. They also review the internal audit functions with particular emphasis on the scope
of audits and quality of internal audits. The minutes of the Audit Committee meetings of the Board are tabled at the meetings
of the Board of Directors of the bank on a periodic basis.

¢) Self-assessment of anti-fraud internal controls is carried out on a semi-annual basis and is sent to Bangladesh Bank, as per
requirements of DOS Circular Letter No. 10, dated 09 May 2017, issued by Bangladesh Bank.

f) In assessing the internal control system, identified officers of the bank continued to review and update all procedures and
controls that are connected with significant accounts and disclosures of the financial statements of the bank. The bank’s
Internal Audit Department continued to verify the suitability of design and effectiveness of these procedures and controls on
an ongoing basis.

ICCD of BRAC Bank comprises mainly of four units/departments - Internal Audit, Compliance Unit, Monitoring Unit and
Concurrent Audit.

Internal audit

Internal audit is an independent, objective assurance and consulting activity designed to add value and improve an organisation’s
operations. The audit team of BRAC Bank possesses a combination of business acumen and knowledge about TT. The Audit
Department is committed to meet the standards of best professional practices. The bank’s audit team also applies risk-based
internal audit methodology for conducting their audit functions. Risk-based internal audit includes, in addition to selective
transaction testing, an evaluation of the risk management systems and control procedures prevailing across various areas of the
bank’s operations.

BRAC Bank has a strong internal audit team comprised of three units to carry out audit activities, namely -Head Office Audit,
Distribution Audit (which conducts audits on all Branches, including AD, LAD, Corp. Branches, SME Krishi Branches, SME
Service Centres and SME Unit Offices, etc.) and Information Systems and Vigilance Audit. BRAC Bank also introduced risk-based
audit system and the audit team conducts comprehensive, spot and surprise audits in various Branches, SME Service Centers,
SME/Krishi Branches, SME Unit Offices, information technology, information security, cyber security, data privacy and protection,
various departments and divisions, centralised functional units at the Head Office and even regional functional units, Internal audit
assists the organisation to accomplish its objectives by bringing a systematic and disciplined approach to evaluate and improve the
effectiveness of risk management, control and governance processes.

Compliance

BRAC Bank establishes a robust compliance culture throughout the organisation by encouraging employess to comply with
policies, procedures rules & repgulations and laws.

To establish and uphold a high-quality compliance culture, BRAC Bank has a strong Compliance Department under the Internal
Control & Compliance Division, which is dedicated to ensuring compliance with guidelines/cbservations/ recommendations of
regulatory and internal audit’/Concurrent Audit/investigations. In line with this, three separate units are formed under the
Compliance Department - Regulatory Compliance Unit, Internal Compliance Unit and Investigation Unit.

Regulatory Compliance Unit supports the Bangladesh Bank team in their inspection at branches/head office and ensures submission
of compliance response to Bangladesh Bank appropriately and timely, monitor compliance activities of Branches, Divisions,
Departments and other offices.

Internal Compliance Unit works dedicatedly in the implementation of internal auditor’s observations and also recommendations
made by the Investigation Unit. Subsequently Internal Control Unit forward the compliance status to Monitoring Unit for further
physical verification.

Investigation Unit conducts investigations and submits reports as per management requirements and also analyses fraud cases to
ascertain responsible parties and recommend appropriate actions.

Compliance Department also ensures required reporting to the management, Board Audit Committee and regulators.

Monitoring

BRAC Bank has formed a separate monitoring department under Internal Control & Compliance Division, which is dedicated to
meonitor internal control systems and operational activities of the bank on an ongoing basis.

In case of any lapses/irregularities, the Monitoring Unit takes appropriate corrective measures within the respective
business/operational areas. If they discover any significant operational lapses, they escalate the issue to the higher management
(senior management team) through the Head of ICC for immediate resolution. Some major tools of this unit are as follows:

a) Branch/Departmental Control Function Checklist (DCFCL);

b) Loan Documentation Checklist (LDCL);

¢) ICC internal reporting;

d) Quarterly Operations Report (QOR);

¢) Spot checks/Surprise visits in SME Unit Offices, Branches and agent banking outlets to analyse if the respective functions abide
by compliance and existing policies and guidelines.

f) Conduct borrower and guarantor visit to identify irregularities and policy violation in regular interval;

The Monitoring Unit also submits self-assessment of anti-fraud internal controls report and the bank’s health report to Bangladesh
Bank."
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Concurrent audit

As per the directives of Bangladesh Bank as ‘Guidelines on Internal Control and Compliance in Banks’, the Concurrent Audit
Department was formed to align with the guidelines. Concurrent Audit Team scrutinises whether the Bank follows guidelines of
internal and regulatory bodies issued from time to time. This unit exclusively conducts spot/surprise audits of continuing
operational activities across various branches, SME Service Centers, SME Krishi Branches, ATM Service Centers, SME Unit
Offices, Regional Operation Center (ROC), Credit Risk Management unit and Centralised Functional Units in the Head Office.

Fraud and forgery

Fraud and forgery have become important issues in recent years. These have a major impact on our country‘s economy, impeding
economic development. BRAC Bank has always been focused in controlling fraud and forgery by establishing and maintaining
proper control systems. Today, fraud and forgery appear in diverse forms. To prevent fraud and forgery, BRAC Bank has formed an
Investigation Unit under the Compliance Department of Internal Control & Compliance Division. This wing exclusively deals with
all kinds of fraud and forgery and acts independently where internal and external fraud and forgery incidents are escalated,
investigated and reviewed.

To protect the bank and its stakeholders’ interest, the investigation team identifies perpetrators and root-cause of the reported
incident. As a remedial course of action, preventive measures are recommended to the business/functional unit to take necessary
action relating to process improvements, recovery of misappropriated amount, adjustment of the operational loss and appropriate
action initizted against the perpetrator. Investigation reports are also placed to the Board Audit Committee for their direction and
guidance. All fraud and forgery cases that were identified in 2021 were also duly reported to Bangladesh Bank as per regulations
and adequate provisions have been maintained in the books of accounts. On the other hand, the management is exerting full efforts
to recover the loss amount incurred due to fraud.

Information and communication technology (ICT) security

Cyber attacks are a serious threat and concern for financial institutions. BRAC Bank is committed to high levels of service quality
and banking security. Cyber security is a top priority for the Board and management of BRAC Bank.

While BRAC Bank going through digital transformation, it has integrated Cyber security as an integrated part of this digital
journey. Cyber security is considered from the beginning. Bank considers being cyber-resilience as a key component of digital
transformation.

To establish a managed risk culture, BRAC Bank considers trust and reputation as a top. Considering that bank has developed its
ICT security risk management strategy. For cyber security and ICT risk mitigation, the bank has an ICT security policy, in line with
the latest Bangladesh Bank ICT guidelines and well-established frameworks and international standards and controls, e.g. COBIT,
[TIL, ISO 27001, NIST, GDPR, PCT, and SANS.

With the establishment of a 24x7 Security Operations Center (SOC) as the first bank in Bangladesh to do so, BRAC Bank has
shifted from passive cyber defense to active cyber security. SOC is a dedicated site where enterprise information systems are
maonitored, assessed, and defended.

BRAC Bank has achieved International certification ISO 18788:2015 — for its Security Operations and Cyber fusion center this
year. BRAC Bank is the 1st financial organisation in Bangladesh has achieved this global recognition on Management system for
private security operations.

BRAC Bank is a Payment Card Industry Data Security Standard (PCI DSS) certified organization— the most rigorous industry-
recognized payment-card security standard available globally. We are among the few banks in the country that have complied with
this PCI-DSS requirement set by the regulatory body and mandatory requirement by payment partners (Visa, Master Card, JCB).
This achievement of BRAC Bank has ensured more secure and reliable services for its valued customers.

BRAC Bank has already adopted global-standard 1SO 27001:2013 for Information Security Management. The bank is the first in
Bangladesh to have achieved the 1ISO 27001:2013 international certification for information security management, and has thus
fulfilled a key regulatory mandate. Accredited international certification to ISO 27001 demonstrates that the bank has a well-
defined and focused approach to embracing best practices in information security and processes with an eye on assuring continuous
improvement.

Through Mirroring Military ‘war game’ to Ethical Hacking, the bank’s information security regularly conducts application/system
security assessments and vulnerability assessment and penetration testing on own infrastructure/networks by internally-certified
ethical hackers to protect data assets. The bank also involves global third parties for appropriate revalidation.

Bank has on boarded multiple robust security solutions to prevent any unwanted / unauthorized malware attack as well as zero-day
attack based on behavior base static, to detect and prevent data leakage, unauthorized use and transmission of sensitive information,
to reduce insider threats by detecting the inappropriate actions that can lead to malware infections or data breaches etc.

To protect customers and the bank’s data BRAC Bank has implemented a comprehensive Data Leakage Prevention program. The
bank has on boarded multiple latest technology as a part of this. To ease internet usage, minimize web attack vectors, and enable
users to safely use the web, the bank has also implemented an advanced internet secure gateway. Bank has also implemented
advanced email security.

BRAC Bank is the lst financial organization in Bangladesh, that has implemented an Enterprise Vulnerability Management
program, which covered the entire systems and network of BRAC Bank. This is helping us to identify any new vulnerability in real-
time and mitigate it faster. The bank has also implemented an automated solution for third-party security monitoring. Mereover, to
ensure ethical use of technology, the bank ensures automated internal security monitoring.
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For better-automated incident response and more visibility, BRAC bank on boarded Security Orchestration and Automated
Response capability. On top of it, the bank has implemented a global robust threat intelligence platform.

To ensure application security, the bank has established an automated security assessment of the application and source code. For
database security, banks utilize the latest database security platforms. The bank always considers advanced technology for its basic
security capabilities.

Considering awareness is key to cyber security, the bank regularly conducts face-to-face information security awareness sessions
and cyber security awareness campaigns, while also organizing awareness through emails/stickers/booklets/e-books/posters, ete.

The bank has activated other multiple security strengthening initiatives. It has adopted the latest technology for better
manageability, high availability and redundancy, better security, and future scalability. Further, it has also completed up-gradation
of the credit card management system and call center, which is PADSS-complied. We are already issuing EMV chip cards to our
customers.

BRAC Bank has successfully implemented Core Banking System (CBS), ERP solution, e<Commerce Payment Gateway, Universal
Banking Application (UBA) and Enterprise Service Bus (ESB) as middleware solution. The bank also implemented a global
standard Agent Banking solution with robust security and business functionalities. Finacle Treasury solutions were also
implemented, thus reinforcing our treasury practice.

Comprehensive annual maintenance contracts (AMCs), along with service level agreements (SLAs) were signed with partners of
global data centre equipment manufacturers to ensure 24x7 service for all active equipment of data centre and disaster recovery
site. With the upgradation of the monitoring system of the data centre and disaster recovery site, the bank is now capable to
proactively monitor all system parameters and accordingly take corrective measures beforehand, BRAC Bank has also adopted ITIL
framework of best practice guidance for ensuring comprehensive [T gervice management.

To ensure high levels of quality and security of IT systems and for ensuring compliance with Bangladesh Bank’s regulatory
requirements, BRAC Bank has a fully-functional Information Security Department with trained and certified resources (e.g. CISSO,
CISSP, CISA, ECSA, CCISO, CPISIL, CEH, CPEH, LA-QMS, LA-ISMS, CHFI, LPM, Security+, COBIT, etc.), various tools and
senior management support. As a continuous approach, bank resources attended continuously multiple Cyber Security
training/workshaeps to enhance its resources capabilities.

BRAC bank considers integrated cyber defense with digital transformation as a key. As a digital-focused bank, BRAC bank
continuously monitors its” assets for the likelihood and potential severity of cyber-attacks. BRAC Bank has developed a holistic
cyber security roadmap and is working accordingly to be equipped with the best people, security solutions, processes, and practices.
Cyber security is not a one-time exercise. BRAC Bank engages top global external agencies to conduct assessments and reviews its
cyber security posture and future preparedness on a regular basis.

Director’s and management's responsibilities on statement
The Board of Directors and managements take responsibility for the preparation and presentation of these financial statements.

General

a)  Figures appearing in the financial statements have been rounded-off to the nearest Taka.

b)  Figures of previous year have been rearranged, wherever considered necessary, to conform with the current year's

¢) The expenses, irmespective of capital or revenue in nature, accrued/due but not paid have been provided for in the books of
accounts.

d) The expenses include VAT charges on respective services or goods received.
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BRAC Bank Limited (Standalone)
Highlights on the overall Activities
As at 31 December 2021

Annexure - A

Amount in Taka unless otherwise specified

Particulars | Ijote | | 2021 2020
Paid-up capital 17.2 13,921,723,990 13,258,784.,760
Total capital including general provisions 17.8 44,131,714,066 40,182,231,697
Capital surplus 17.8 5,711,756,543 5,660,376,809
Total assets 449.084,124.881 396,981,921,979
Total deposits 15 314,598,626,264 289,054,405,724
Total loans and advances v 321,212,230,987 273,063,193,200
Total contingent liabilities and commitments 23 143,923 225,693 93,580,028,480
Income from investments 27 5,780,677,077 6,456,643,091
Profit after tax and provisions 5,546,930,564 4,540,831,949
Amount of classified loans during the current year 7.8 12,522.560,419 8.008,546,136
Provision kept against classified loans 16.1 8,960,504,600 7,493,529,932
Provisions surplus/deficit 7.11 1,139,138,134 3,081,958,970
Interest earning assets 434, 883,338,336 384,777.,711,742
Non-Interest earning assets 14,200,786,545 12,204,210,237
Credit deposit ratio (Loans and Advances/Deposits)* 81.86% 76.69%
Percentage of classified loans against total loans and advances 3.90% 2.93%
Cost of fund 4.49% 6.41%
Return on Investment (ROI) [PAT/(Shareholders equity+Borrowings)] 6.04% 5.79%
Return on Assets (ROA) [PAT/Average assets] 1.31% 1.19%
Return on Equity (ROE) [PAT/Average shareholders equity] 11.00% 10.69%
Eamnings per share [previous years figure restated] 42 3.98 3.26
Net income per share [(PAT-Dividend on preference share/No. of

Ordinary Shares)] [previous years figure restated] A 3.2
Price eamning ratio (Market price per share/EPS) 13.88 12.94
Net Asset Value per Share (NAV) [(Shareholders equity- Preference 46 39.09 3338
Share)/No. of Ordinary Share] [previous years figure restated]

Net Operating Cash Flow Per Share [previous years figure restated] 47 0.84 13.37

* Credit deposit ratio has been computed as per Bangladesh Bank guideline.
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Annexure - E
. BRAC Bank Limited
7 Details of Large Loan
As at 31 December 2021

- Number of clients 19

“' Amount of outstanding advances 68,221,274,243

iz Amount of classified advances NIL
Measures taken for recovery NIL

Client wise break-up is as follows:

: SL. Name of Clients Ouistanding (BT}
Funded Non Funded Total

1 City Group 3,381,128,820 5,351,991,298 8.733,120,118
2 Meghna Group 2,582.720,256 5,979,076,123 8,561,796,379
3 3 Abul Khair Group 2,172,804,115 4,821,737,830 6,994,541,945
& 4 BSRM Group 2,821,070,260 2,726,541,359 5,547,611,619
- 5 BRAC 4,434,422 990 - 4,434,422 990
s 6 Square Group 589,304,306 3,342,001,661 3,931,305,967
7 Pran-Rfl Group 2,802,012,985 1,108,368,392 3,910,381,377
w 8 Urmi Group 1,064,516,726 2,661,321,161 3,725,837,887
i 9 Mir Group of Industries 1,552,448,213 2,130,949,569 3,683,397,782
10  |Bitopi Group 2,195,458,421 732,428 404 2,927,886,825
-y 11 |Sterling Group 1.683,084,622 1,182,556,542 2,865,641,164
B 12 [Summit Group - 2,319,008 458 2,319,008,458
g~ 13 |Akij Group 1,486,050,195 809,926,668 2,295,976,863
- 14 [Robi Axiata Limited - 2,144.926 868 2,144 926,868
7 15  [Samuda Group 1,734,740,051 335,847,039 2,070,587,090
16  |Walton Group 472,798,863 1,257,410,184 1,730,209,047
o 17  |Reneta Group 1,021,401,940 55,559,790 1,076,961,730
T 18  |Veon Group 578,697,585 188,962,549 767,660,134
< 19  [Telenor Group and Grameen Telecom 500,000,000 - 500,000,000
- Grand Total 31.,072,660,348 37,148,613,895 68,221,274,243
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BRAC Bank Limited
Statement of Segment Reporting

Accounting policy

As per IFRS 8 “Operating Segments”, an operating segment 1s a component of an entity:

(i) That engages in business activities from which it may earn revenues and incur expenses (include revenues and expenses relating to transactions with other
components of the same entity);

(i) Whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions about resources to be allocated to the
segment and assess its performances, and

(ii1) For which discrete financial information is available.

The Bank identifies segment based on its business segment as well as its subsidiaries. Business segment comprises SME, Retail, Corporate and Treasury under
Conventional banking. The Bank reviews the segments at the end of each reporting period to identify which of its segments are reportable and disclose the
related information for those reportable segments accordingly.

A: Segmental operating profit and loss
There are 4 (four) operating segments (SME, Retail, Corporate, and Treasury) on standalone basis as on 31 December 2021, Each operating segment is
reportable as per latest evaluation in accordance with IFRS 8: Operating segments .

In consolidated basis, each of subsidiary can be considered as operating segment in additon to segments on standalone basis. However, no segment reporting has
been made for subsidiaries as their audited financial statements have been appended with Bank's financial statements.

BRAC Bank Limited
For the year ended 31 December 2021
(In Taka)
Particulars | | SME | I Retail Corporate Treasury Total |
Total external revenue 11,628,176,923 1,508,130.376 4,199,827 507 6,027,755,292 23,363,890,098
Inter segment revenue /(expenses) (4,051,915,294) 5,224,979,657 418,513,593 (1,591,577,956) -
Total segment revenue 7,576,261,629 6,733,110,033 4,618,341,100 4,436,177,336 23,363,890,098
Total segment operating expenses 5,395,517,168 5,285,573,794 1,415,952,685 322,952,631 12,419,996,278
Segment operating profit/(loss) 2,180,744,461 1,447,536,239 3,202,388,415 4,113,224,705 10,943,893,820
BRAC Bank Limited
For the year ended 31 December 2020
{In Taka)
[Particulars | | SME I [ Retail Corporate Treasury Total |
Total external revenue 11,473,888,383 (724,276,557) 3,159,117.497 6,426,818,511 20,335,547,834
Inter segment income /(expenses) (6,559,158,542) 6,673,800,048 183,109,735 (297,751,241 -
Total segment revenue 4,914,729,841 5,949,523,491 3,342,227,232 6,129,067,270 20,335,547,834
Total segment operating expenses 5,392,033,429 4,659,139,430 1,388,433,229 294211410 11,733,817,498
Segment operating profit/(loss) (477,303,588) 1,290,384,061 1,953,794,003 5,834,855,860 8,601,730,336

B. Segmental assets and liabilities

The necessary information regarding assets and liabilities of operating segments (excluding subsidiaries) are not separable and individually identifiable and so
the assets and liabilities of the respective segments have not been presented here.
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Annexure - I
Off-shore Banking Units
Balance Sheet
As at 31 December 2021
2021 | ] 2020
Particulars Note
[ usp || Taka [ wsp ] Taka
PROPERTY AND ASSETS
Cash - - - -
Cash in hand
(Including foreign currency) - - - -
Balance with Bangladesh Bank and its agent
bank(s) = = = s
(Including foreign currency)
Balance with other banks and financial
institutions 3 69,634,716 5,974,658,636 67,321,946 5,708,975,151
Inside Bangladesh - - - -
Qutside Bangladesh 69,634,716 5,974,658,656 67,321,946 5,708,975,151
Money at call on short notice - - - -
Investments - ! . -
Government - - - -
Others - - - -
Loans and advances 4 402,592,990 34,542,478,506 244,650,877 20,746,663,512
Loans, cash credit, overdrafts etc. 375,658,784 32,231,523,671 | | 217,868,511 18,475,489.405
Small and medium enterprises 1,712,685 146,948,408 2,429,863 206,055,013
Bills purchased and discounted 25,221,520 2,164,006,427 24,352,504 2,065,119,093
Fixed assets including premises, furniture
and fixtures = a i
Other assets 5 9,272,614 795,603,813 8,246,627 699,510,418
Total Property and Assets 481,500,320 41,312,740,975 320,219,451 27,155,149,081
LIABILITIES AND CAPITAL
Liabilities
Borrowings from other banks, financial
institutions and agents 6 422,378,794 36,240,100,482 266,675,594 22,614,383,731
Money at call and short notice - - 1,000,000 84,801,100
Deposits and other accounts 7 9,716,023 833,634,779 9,569,611 811,513,557
Current accounts and other accounts i 809,354 69,442 595 710,287 60,233,127
Bills payable - - - -
Savings deposits - - - -
Fixed deposits 8,633,540 740,757,724 8,694,540 737,306,548
Other deposits 273,129 23,434,460 164,784 13,973,882
Other liabilities 8 54,361,285 4,496,927,343 40,523,956 3,420,462,291
Total Liabilities 486,456,102 41,570,662,605 317,769,161 26,931,160,679
Capital and Shareholders' Equity
Paid up share capital - - -
Statutory reserve - - - -
Revaluation reserve - - - -
Foreign currency translation reserve - 12,610,122 - (11,792,680)
Surplus in profit and loss account/Retained 9 (4,955,782) (270,531,752) 2,450,290 235,781,082
Total shareholders' equity (4,955,782) (257,921,630) 2,450,290 223,988,402
Total Liabilities and Shareholders' Equity 481,500,320 41,312,740,975 320,219,451 27,155,149,080
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Off-shore Banking Units

Balance Sheet
As at 31 December 2021

Continuation of Annexure - [

) | 2021 Il 2020
Particulars Note
[ usp || Taka [ uwsp || Taka
Off balance sheet items
Contingent liabilities
Acceptances and endorsements 12,205,159 1,032,165.486 6,599,548 556,742,888
Letter of guarantees - - - -
Irrevocable letter of credits 5,118,638 436,927,963 2,627,429 224,873,307
Bills for collection 13,693,469 1,129,567 424 12,022,213 986,699,797
Other contingent liabilities 176,241 - 6,626,463 551,443,745
Total 31,193,508 2,598,660,873 27,875,653 2,319,759,737
Other commitments
Swap deals with banks and customers - - = -
Spot and forward deals with banks and customers - - - -
Total off balance sheet items 31,193,508 2,598,660,873 27,875,653 2,319,759,737
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Off-shore Banking Units
Profit and Loss Account
For the year ended 31 December 2021

Continuation of Annexure - [

Particulars Note L = | | el j
usp || Taka [ UsD  |[  Taka |

Interest income 10 10,637,272 905,068,309 13,099,204 1,110,640,743
Interest paid on deposits and borrowing etc. 11 6,883,601 576,258,553 9,416,654 795,640,396
Net interest income 3,753,671 328,809,756 3,682,550 315,000,347
Investment income - - - -
Commission, exchange and brokerage 12 508,613 43,131,459 517,998 43,767,990
Other operating income 13 529,967 45.018.624 631,579 53,619,995
Total operating income 4,792,252 416,959,839 4,832,126 412,388,332
Salaries and allowances 830,183 70,720,500 511,058 43373384
Rent, taxes, insurance, electricity ete. 14 78,498 13,874,663 201,044 17,062,505
Legal expenses - - - -
Postage, stamps, telecommunication etc. 15 4,024 342,605 3,593 304,937
Stationery, printing, advertisement ete. 16 4,466 381,254 10,608 899,853
Depreciation and repairs to bank's assets 103,166 8,785,868 71,919 6,104,007
Other expenses 202,099 17,215,043 99,606 8,444,659
Total operating expenses 1,222,435 111,319,933 897,829 76,189,344
Profit before provisions 3,569,817 305,639,906 3,934,297 336,198,988
Provision for:

Loans and advances 17 10,976,328 938,079,063 (518,019) (43.424,486)

Off balance sheet items - - - -

Others - - (7,867) (667,567)
Total provision 10,976,328 938,079,063 (525,887) (44,092,053)
Profit/(loss) before taxes (7,406,512) (632,439,157) 4,460,184 380,291,041
Provision for tax:

Current tax expense - - - =

Deferred tax expense/ (income) - - - -
Total provision for tax 18 - - - -
Total profit/(loss) after taxes (7.406,512)  (632,439,157) 4,460,184 380,291,041
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Off-shore Banking Units
Cash Flow Statement
For the year ended 31 December 2021

Continuation of Aunexure - I

2021 2020 ]

Particulars

USD | Taka USD Taka
Cash flows from operating activities
Tnterest receipts in cash 9543342 809552379 | 14244725 1,208,198.357
Interest payment (6,790,073) (566,899,959)  (10,942,058) (947,837,011)
Fees and commissions receipts 508,613 43,131,459 517,998 43,767 990
Cash payments to employees (830,183) (70,720,500) (511,058) (43,373,384)
Cash payments to suppliers (8,489) (723,860) (14,201) (1,204,790)
Receipts from other operating activities 530,005 45,021,853 631,579 53,619,995
Payment for other operating activities : (346,800) (36,747,012) (380,194) (32,262,384)
Operating cash flow before changes in operating
assets and liabilities (i) 2,606,415 222,614,361 3,546,791 280,908,773
Increase/decrease in operating assets and liabilities
Loans and advances to customers (157,942,112)| | (13,795,814,994)| 51,026,782 4,356,369,727
Other assets 67,943 (577,465) 247,599 21,655,527
Deposits from other banks/borrowings 154,703,199 13,540,915,651 (12,661,159) (1,101,405,515)
Deposits from customers 146,412 22,121,222 340,821 27,989,285
Other liabilities 2,730,913 201,113,661 574,727 15,642,973
Cash utilised in operating assets and liabilities (if) (293,646) (32,241,925) 39,528,770 3,320,251,997
Net cash (used)/flows from operating activities (i+ii) 2,312,769 190,372,436 43,075,561 3,601,160,770
Cash flows from investing activities
Investment in commercial paper | - | 1 - - - |
Net cash used in investing activities - - - -
Cash flows from financing activities - - - -
Net increase/(decrease) in cash (A+B+C) 2,312,769 190,372,436 43,075,561 3,601,160,770
Cash and cash equivalents at beginning of year 67,321,946 5,708,975,151 24,246 386 2,058,518,161
Exchange difference - 75,311,069 - 49,296,220
Cash and cash equivalents at the end of year (D+E) 69,634,716 5,974,658,656 67,321,947 5,708,975,151
Cash and cash equivalents at the end of the year:
Cash in hand (including foreign currency) - - - -
Balance with Bangladesh Bank and its agents bank(s) B ) _ _
(including foreign currency)
Balance with other banks and financial institutions 69,634,716 5,974,658,656 67,321,946 5,708,975,151

69,634,716 5,974,658,656 67,321,946 5,708,975,151
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Continuation of Annexure - I

Off-Shore Banking Units
Notes to the financial statements as at and for the year ended 31 December 2021

Status of the units

Off-shore Banking Units of BRAC Bank Limited, governed under the rules and guidelines of Bangladesh Bank. The bank
commenced the operation of its Off-shore banking Unit from 2010 after obtaining necessary approval from Bangladesh Banlk.
Principal Activities

The principal activities of the units are to provide all kinds of commercial banking services to its customers through its off-shore
Banking units in Bangladesh.

Summary of significant accounting policies and basis of preparation
A summary of the principle accounting policies which have been applied consistently (unless otherwise stated), are set out
below:

a) Basis of accounting

The Off-shore Banking Units maintain its accounting records in USD from which accounts are prepared according to the Bank
Companies Act 1991, International Financial Reporting Standards and other applicable directives issued by Bangladesh Bank.

b) Use of estimates and judgments
The preparation of financial statements requires management to make judgments, estimates and assumptions that affect the

application of accounting policies and the reported amounts of assets, liabilities, income and expenses, actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revision of accounting estimates are recognised in the
period in which the estimate is revised and in any future periods affected.

¢) Foreign currency transactions and translations to presentation currency

Foreign currency transactions are converted into equivalent functional currency i.e. USD using the exchange rates ruling on the
dates of respective transactions as per IAS -21" The Effects of Changes in Foreign Exchange Rates".

All revenue items have been translated to presentation currency i.e. BDT at average rate and all balance sheet items except

retained earnings were translated to presentation currency at the closing rate. Any resulting differences have been recognised as
foreign currency translation reserve.

Commitments for outstanding forward foreign exchange contracts disclosed in the financials are translated at contracted rates.
Contingent liabilities/ commitments for letter of credit and letter of guarantee denominated in foreign currencies are expressed in
Taka terms at the rates of exchange ruling on the balance date.

Reporting period
These financial statements cover one calendar year from 1 January to 31 December 2021.
Cash and cash equivalents

For the purpose of presentation in the cash flow statements, cash and cash equivalents includes cash in hand and cash at bank,
highly liquid interest bearing investment/securities with original maturities of less than three month.

As per IAS 7 Statement of Cash Flows, cash flow statement can be prepared either in direct methed or in indirect method. The
presentation is selected to present these cash flows in a manner that is most appropriate for the business or industry . The method

selected is applied consistently. As per BRPD 14 dated 25 June 2003, cash flow statement should be a mixture of direct and
indirect method.

Loans and advances / investment

a) Loans and advances of Off-shore Banking Units are stated in the balance sheet on gross basis.

b) Interest is calculated on a daily product basis but charged and accounted for on acerual basis. Interest is not charged on bad
and loss loans as per guidelines of Bangladesh Bank. Records of such interest amounts are kept in separate memorandum

‘accounts.
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Continuation of Annexure - T

Provision for liabilities

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

General

a) Figures appearing in these financial statements have been rounded off to the nearest Taka and rearranged wherever necessary.

[ 2021 || 2020 |
[ wsp || Taka [ usp | Taka |

Particulars

Balance with other banks and financial institutions

Standard Chartered Bank, Frankfurt, Germany - - - 16
Standard Chartered Bank, UK - - - 21
TP Morgan Chase Bank, New York 1,612,754 138,374,289 3,005,624 254,880,206
JP Morgan AG, Frankfurt, Germany 4,957 425,313 276,809 23,473,731
JP Morgan Chase, N.A., London 17,005 1,459,054 39,513 3,350,777
BBL OBU to Other Bank OBU placement 68,000,000 5,834 ,400,000 64,000,000 5,427.270.400 i

69,634,716 5,974,658,656 67,321,946 5,708,975,151

Loans and advances

Loans, cash credits, overdrafts efc. (note 4.1) 375,658,784  32,231,523,671 217,868,511 18,475,489.405
Small and medium enterprises 1,712,685 146,948,408 2,429 863 206,055,013
Bills purchased and discounted (note 4.2) 25,221,520 2,164,006,427 24,352 504 2,065,119,093

402,592,990  34,542,478,506 244,650,877  20,746,663,512

Overdrafts 5,150,889 441,946,251 9,825,938 833,250,311 |
Demand loans 326,653,467  28,026,867.478 159,206,152 13,500,856,812
Term loans 43,854,428 3,762.,709,942 48.836.422 4,141,382,282 !

375,658,784  32,231,523,671 217,868,511 18,475,489,405

Bills purchased and discounted 25,221,520 2,164,006,427 24,352,504 2,065,119,093
Bills purchased and discounted SME - = - = |
25,221,520 2,164,006,427 24,352,504 2,065,119,093 I

Other assets

Interest receivables 2,926,535 250,930,191 1,832,605 155,414,261

Deferred revenue expenditure 200,313 17,186,834 262396 22251475

Receivables against collateral margin-swap - 180,000 - 180,000

Receivable settlement account-OBU/DBU 6,145,767 527,306,789 6,151,626 521,664,683
9,272,614 795,603,813 8,246,627 699,510,418
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Borrowings from other banks, financial
institutions and agents
Inside Bangladesh:
Woori Bank, Dhaka 5,000,000 425,000,000 3,000,000 254,403,300
On Shore to BBL Off Shore 141,090,169 12,105,536,457 126,190,094 10,701,058,797
146,090,169 12,534,536, 457 129,190,094 10,955,462,097
Outside Bangladesh:
Sonali Bank UK Ltd - - 6,769,500 574,061,046
Nabil Bank Limited, Nepal 3,500,000 300,300,000 10,000,000 848,011,000
HDFC Bank Limited, India 10,000,000 858,000,000 5,000,000 424,005,500
Standard Chartered Bank 27,600,000 2,368,080,000 - -
DBS Bank Singapore 28,000,000 2,402,400,000 - =
Asian Development Bank 30,000,000 2,574,000,000 - -
The National Bank of Ras Al-Khaimah, UAE 20,000,000 1,716,000,000 - -
Abu Dhabi Commercial Bank 30,000,000 2.574.,000,000 - =
First Abu Dhabi Bank PISC 10,000,000 . 858,000,000 - -
CDC Group Ple, United Kingdom 17,148,000 1,471,268,400 25,716,000 2,180,745,088
Borrowing from IFC, USA 55,000,000 4,719,000,000 90,000,000 7,632,099,000
Axis Bank Limited 10,000,000 858,000,000 - -
Caixabank S.A. 6,540,625 561,185,625 - -
JP Morgan Chase Bank N.A. Singapore 15,000,000 1,287,000,000 = -
Siddhartha Bank Limited, Kathmandu 3,500,000 300,300,000 - =
State Bank Of India, Hong Kong 10,000,000 858,000,000 - -
276,288,625  23,705,564,025 137,485,500 11,658,921,634
422,378,794  36,240,100,482 266,675,594  22,614,383,731
Deposit and other accounts
Local currency:
Current and other accounts - - - -
Bills payable - - - -
Saving deposits - - - =
Fixed deposits = - - -
Other deposits - - - -
Foreign currency:
Current and other accounts 809,354 69,442,595 710287 60,233,127
Bills payable - = - -
Saving deposits - - - -
Fixed deposits 8,633,340 740,757,724 8,694,540 737,306,548
Other deposits 273,129 23,434 460 164,784 13,973,882
9,716,023 833,634,779 9,569,611 811,513,557
Total Deposit and other accounts 9,716,023 833,634,779 9,569,611 811,513,557
Other liabilities
Provisions for loans and advances 24,297,996 1,958,679,094 13,343,004 1,131,501,444
Special provision COVID-19 435293 37,348,170 572,974 48,588,796
Provision on interest receivable 21,488 1,843,706 21,742 1,843,706
Interest payable on borrowings 1,275,007 109,395,602 1,210,896 102,685,311
Provision for taxation 787,956 67,606,624 797238 67,606,624
Interest suspense 1,918,811 164,633,977 965,598 81,883,810
Suppliers payable (231,137) (19,901,732) - -
Accrued expenses (48,975) (4,054,049) = 5
Payable to on-shore 27,431,047 2,105,368.327 23,575,625 1,982,385,478
Others payable (1,526,202) 76,007,624 36,879 3,967,121
54,361,285 4,496,927,343 40,523,956 3,420,462,291
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Continuation of Annexure - I

[ 2021 = 2020 |
Particulars
[ usp  |[  Taka [ uvsp ] Taka |
Surplus in profit and loss account/ retained earnings
Balance at the beginning of the vear 2,450,290 235,781,082 (1,989,854) (142,808,606)
Adjustment to retained earnings 440 126,126,323 (20,040} (1,701,354)
Add: Retained surplus for the year (7,406,512) (632.439,157) 4,460,184 380,291,041
(4,955,782) (270,531,752) 2,450,290 235,781,082
Interest income
Interest on loans and advances 10,634,503 904,832,171 13,049,549 1,106,445,412
Interest on money at call and short notice - - 14,701 1,242,251
Interest on Funding SWAP - 34,954 2,953,080
Other interest income 2,769 236,138 - -
10,637,272 905,068,309 13,099,204 1,110,640,743
Interest paid on depeosits and borrowing etc.
Interest on deposits 240,178 13,228,827 243 508 20,664,695
Interest on borrowing from banks & FIs 32,869 559,529,636 9,172,993 774,962,775
Interest on funding SWAP 6,602,017 721,430
Interest on money at call and short notice 8,537 2,778,660 153 12,926
6,883,601 576,258,553 9,416,654 795,640,396
Commission, exchange and brokerage
Commission from letters of credit-foreign 140,757 11,934,049 91,637 7,740,219
Import and export related fees 367,868 31,198,363 341,516 28,862,703
Syndication fees - - 84,852 7,165,740
Other fees (11) (952) (8) (671)
508,613 43,131,459 517,998 43,767,990
Other operating income
Miscellaneous income 529,967 45,018,624 631,579 53,619,995
529,967 45,018,624 631,579 53,619,995
Rent, taxes, insurance, electricity etc.
Rent, rates and taxes 68,008 5,792,896 52,852 4,485,627
Insurance 1,542 7,319,806 138,435 11,748,645
Power and electricity 8,029 683,964 6,810 577,979
WASA and sewerage 918 77,997 2,948 250,254
78,498 13,874,663 201,044 17,062,505
Postage, stamp, telecommunication etc.
Postage and courier 661 56,171 939 79,750
Court fees & stamps 255 21,737 171 14,510
Telegram, telex, fax & network - - 0 37
Telephone- Office 3,108 264,697 2,482 210,639
4,024 342,605 3,593 304,937
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Continuation of Annexure - [

[ 2021 [ 2020 |
Particulars
[ wsp || Taka [ usp ] Taka |
Stationery, printing, advertisement etc.
Stationery and printing 1,473 125,394 1,229 104,298
Security stationery 1,309 111,589 6,865 582216
Advertisement 1,684 144,272 2,514 213,339
4,466 381,254 10,608 899,853
Provisions for loans and advances
For classified loans and advances 9,487,900 810,646,253 (2,059) (175,220)
For unclassified loans and advances 1,488,429 127,432,811 (515,961) (43,249 266)
10,976,328 938,079,063 (518,019) (43,424,486)

Provision for tax

Offshore Banking Unit (OBU) is an integral business unit of the Bank. The income from OBU is included in the separate
financial statement of the Bank and tax has been provided on total income of the Bank including income from OBU. Hence
provision for tax has not been calculated for OBU portion separately.
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To whom it may concern

This is to certify that as detailed in the Annexure J, BRAC Bank Limited made the custodian
transactions on account of custodian services provided during the year ended 31 December 2021,
which have been verified with the books of account, invoices and other related documents as
produced to us for our verification.

We also certify that management of the Bank prepared and fairly presented of the income and
expenses in accordance with the requirement of the Securities and Exchange Commission (Securities
Custodian Service) Rules 2003, and made necessary disclosures in the Bank’s audited financial
statements for the year ended 31 December 2021.

<N N\

Sabbir Ahmed FCA, Partner

Enrolment No: 770

Hoda Vasi Chowdhury & Co
Dhaka, 15 March 2022 Chartered Accountants
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Annexure - J
BRAC Bank Limited
Custodian Service
For the year ended 31 December 2021

Particulars A 202

Taka Taka
Operating income
Commission, exchange and brokerage 20,405,215 18,265,986
Total operating income 20,405,215 18,265,986
Operating expenses
Salaries and allowances 2,805,181 3,051,737
Rent, taxes, insurance, electricity etc. 963,510 965,430
Postage, stamps, telecommunication etc. 121,790 33,063
Stationery, printing, advertisement etc. 909,363 327.629
Depreciation on and repairs to bank's assets 1,220,677 1,033,597
Other expenses 9,800,386 7,862,768
Total operating expenses 15,820,907 13,274,224
Operating profit 4,584,308 4,991,762
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BRAC Bank Limited
Reconciliation of net profit with cash flows from operating activities (standalone basis)

For the year ended 31 December 2021

Annexure - L

31 December 2021

31 December 2020

Particulars
Taka Taka
Profit before tax as per profit and loss account 7,889,551,559 6,735,127,528
Adjustment for non-cash items:
Provision for Loans and advances 2,810,975,910 2,365,157,113
Provision for Diminution in value of investments (74,000,000) (563,219,881)
Provision for Off balance sheet items 251,500,000 63,083,635
Provision for other assets 65,866,351 1,581,941
Depreciation of Property plant and equipment 1,732,111,456 1,682,480,106
Foreign exchange gain/(loss) 486,268,924 (62,984,747)
Profit on sale of fixed assets (3,798,917) (11,086,641)
Increase/decrease in operating assets & liabilities:
Loans and advances to customers (48,149,037,787) (8,972.011,665)
Other operating assets 128,673,899 (163,721,278)
Deposits from other banks/borrowings 11,942,273,035 (1,295,171,744)
Deposits from customers 26,460,328,428 22,632,432.701
Other operating liabilities 182,975,583 (232,393,362)
Income tax paid (2,557,956,724) (3,564,500,491)
Cash flows from operating activities as per cash flow statement 1,165,731,717 18,614,773,215




