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Independent Auditors’ Report
To the Governing Body of BRAC

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of BRAC (“the Entity”) which comprise the statement of
financial position as at 30 June 2021, the statement of comprehensive income and expenditure, statement of changes
in capital fund and statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
BRAC as at 30 June 2021, and its financial performance and its cash flows for the year then ended in accordance with
the accounting policies as summarized in Note 2 to the financial statements.

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

Emphasis of matter - Basis of Accounting and Restriction on Distribution and Use

We draw attention to Note- 2 to the financial statements, which describes the basis of accounting and the significant
accounting policies. The financial statements are prepared to assist to meet the requirement of Clause 37 of the Rules
and Regulation of BRAC. The financial statements may not be suitable for another purpose.

Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises all of the information in the
Annual Report other than the financial statements and our auditors’ report thereon. The Annual Report is expected to
be made available to us after the date of this auditors’ report.
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Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.

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

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

Management is responsible for the preparation and fair presentation of the financial statements of the entity in
accordance with the basis of accounting and accounting policies as summarized in Note-2 to the financial statements
and for such internal control as management determines is necessary to enable the preparation of financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Entity’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 entity or to cease operations, or has no realistic alternative but to
do so.

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

Auditors’ Responsibilities for the Audit of the Financial Statements

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

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

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Entity’s internal control.

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

)
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e 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 Entity’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditors’ report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditors’ report. However, future events or conditions may cause the Entity to cease
to continue as a going concern.

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

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

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

Dhaka, Bangladesh For Nurul Faruk Hasan & Co
Dated: 30 December 2021 Chartered Accountants
Registration Ref. No. 1/1/ICAB-2008(1)

Shamsur Rahman, FCA
Partner

Enrollment No. 941

DVC: 2112300941AS170748
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BRAC

(Registered in Bangladesh under the Societies Registration Act, 1860)

Statement of financial position
As at 30 June 2021

Notes 30 June 2021 30 June 2020
Taka Taka

ASSETS
Non-current assets
Property, plant and equipment 3 20,308,604,602 19,323,619,348
Intangible assets 4 172,551,016 150,645,525
Investments in related undertakings 5 34,410,629,577 32,057,891,313
Investments in securities and others-non-current portion 6 808,600,000 1,008,600,000
Total non-current assets 55,700,385,195 52,540,756,186
Current assets
Inventories 7 7,068,823,893 7,213,337,291
Grants and accounts receivable 8 4,046,786,812 3,755,310,123
Microfinance loans 9 271,869,452,253 274,651,069,982
Advance, deposits and prepayments 10 13,478,943,089 11,899,342,981
Investments in securities and others-current portion 6 30,636,037,664 18,043,701,516
Cash and bank balances 11 17,359,428,467 16,469,683,663
Total current assets 344,459,472,178  332,032,445,555
TOTAL ASSETS 400,159,857,373  384,573,201,742
CAPITAL FUND AND LIABILITIES
Capital fund
Unrestricted 152,979,433,674 138,518,114,284
Temporarily restricted 481,581,742 481,581,742
Total capital fund 153,461,015,417  138,999,696,026
Liabilities
Current liabilities
Liabilities for expenses and materials 12 22,234,247,207 19,006,169,758
Bank overdrafts 13 168,877,058 31,171,194,721
Term loans-current portion 14 36,009,174,074 51,350,860,149
Members' savings deposits-current portion 15 71,612,997,041 59,052,509,530
Grants received in advance 16 2,359,189,047 2,859,176,014
Loan loss provision 9 21,032,842,277 11,079,110,781
Provision for taxation 17 6,433,358,847 4,582,206,820
Total current liabilities 159,850,685,551 179,101,227,773
Non-current liabilities
Term loans-non-current portion 14 4,038,055,556 162,340,910
Members' savings deposits-non-current portion 15 63,897,000,426 47,983,286,625
Deferred income 18 1,259,278,266 730,551,715
Other long term liabilities 19 17,653,822,158 17,596,098,692

Total non-current liabilities
Total liabilities

TOTAL CAPITAL FUND AND LIABILITIES

The annexed notes 01 to 34 form an integral part of these financial statements

86,848,156,405

66,472,277,942

246,698,841,956

245,573,505,716

400,159,857,373

384,573,201,742

Chief Financial Officer
BRAC

Executive Director
BRAC

Chairperson, Governing Body
BRAC

Per our annexed report of same date

For Nurul Faruk Hasan & Co
Chartered Accountants

Dhaka, Bangladesh
Dated: 30 December 2021

X

Shamsur Rahman, FCA
Partner

Enroliment No. 941

DVC: 2112300941AS170748
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BRAC
(Registered in Bangladesh under the Societies Registration Act, 1860)
Statement of comprehensive income and expenditure
For the year ended 30 June 2021

Notes Unrestricted Restricted 30 June 2021 30 June 2020
Taka Taka Taka Taka

Income
Donor grants 20 37,954,388 14,453,549,385 14,491,508,774  13,930,887,623
Social enterprises 21 15,242,448,976 - 15,242,448,976  12,449,205,310
Microfinance programme 22 67,679,519,581 - 67,679,519,581 53,662,698,127
Self-financing social development programme 23 1,662,909,443 - 1,662,909,443 870,250,089
Investment income 24 2,436,176,626 - 2,436,176,626 178,011,092
Community contribution 25 158,065,894 452,705,141 610,771,035 790,079,960
House property 110,538,956 - 110,538,956 77,994,837
Total income 87,327,613,865 14,906,254,526 102,233,868,391  81,959,127,038
Expenditure
Social enterprises 13,626,572,340 - 13,626,572,340  11,729,682,827
Microfinance programme 54,794,547,966 - 54,794,547,966  39,828,807,322
House property 48,911,989 - 48,911,989 46,562,115
Agriculture and food security - 1,461,027 1,461,027 8,994,303
Community empowerment programme 7,893,368 251,911,832 259,805,200 280,477,273
Education programme 317,976,258 1,583,238,419 1,901,214,677 2,330,836,604
Gender, justice and diversity - 112,061,410 112,061,410 75,348,846
Health programme 153,542,974 4,892,303,167 5,045,846,141 4,789,803,273
Human rights and legal aids services 2,974,417 289,573,555 292,547,972 312,717,989
Policy advocacy - 46,278,156 46,278,156 55,957,117
Water, sanitation and hygiene programme - 353,273,845 353,273,845 231,754,545
Ultra poor programme - 1,798,150,145 1,798,150,145 1,562,787,457
Forcibly-displaced Myanmar Nationals - 4,462,200,099 4,462,200,099 4,414,923,435
Disaster management and climate change - 627,987,074 627,987,074 277,816,629
Skills development programme 3,946,232 619,434,463 623,380,695 697,060,773
Migration programme - 397,693,494 397,693,494 326,905,992
Social development programme 659,271,606 - 659,271,606 201,457,915
Other development projects 230,295,929 1,333,150,622 1,563,446,551 1,332,239,994
Grants 193,012,379 - 193,012,379 135,383,950
Total expenditure 70,038,945,459 16,768,717,309 86,807,662,768  68,639,518,360
Surplus/(deficit) of income over expenditure 17,288,668,406 (1,862,462,783) 15,426,205,623  13,319,608,678
BRAC contribution to support Donor funded
programme 27 (1,862,462,783) 1,862,462,783 - -
Surplus of income over expenditure 15,426,205,623 - 15,426,205,623  13,319,608,678
before taxation
Income tax expense 28 (1,851,152,028) - (1,851,152,028) (493,047,456)

Net surplus for the year

13,575,053,595

13,575,058,595

12,826,561,222

The annexed notes 01 to 34 form an integral part of these financial statements

Blows X S

Chief Financial Officer Executive Director Chairperson, Governing Body
BRAC BRAC BRAC

Per our annexed report of same date

Dhaka, Bangladesh
Dated: 30 December 2021

For Nurul Faruk Hasan & Co
Chartered Accountants

Shamsur Rahman, FCA
Partner

Enrolliment No. 941

DVC: 2112300941AS170748
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BRAC

(Registered in Bangladesh under the Societies Registration Act, 1860)

Statement of cash flows

For the year ended 30 June 2021

Cash flows from operating activities:
Surplus of income over expenditure before taxation

Adjustments to reconcile changes in net assets to

net cash provided by operating activities:

Loan loss provision

Depreciation and amortization

(Gain)/loss on disposal of property, plant and equipment
Cash dividend received

Donor grants - amortization of investment in property, plant and equipment

and motorcycle replacement fund
Interest on fixed deposits and bank accounts

Adjustments for other accounts:

(Increase)/ decrease in service charge outstanding on microfinance loans

(Increase)/ decrease in inventories

(Increase)/ decrease in advances, deposits and prepayments
(Increase)/ decrease in accounts receivable

Increase/ (decrease) in liabilities for expenses and materials
Increase/ (decrease) in deferred income

Adjustment of advance tax

Net cash provided by operating activities
Cash flows from investing activities:

(Increase)/ decrease in microfinance loans

(Increase)/ decrease in fixed deposits and short term deposits
(Increase)/ decrease in investments in related undertakings
Interest received on fixed deposits and bank accounts

Purchase of property, plant and equipment & intangible assets
Proceeds from disposal of property, plant and equipment
Dividends received from related undertakings

(Investments in)/realization of investment in securities and others

Net cash used in investing activities

ANNUAL REPORT 2021

30 June 2021

30 June 2020

Notes
Taka Taka

15,426,205,623 13,319,608,678
9 15,075,810,946 3,145,332,509
3&4 1,256,200,696 1,256,304,196
23 179,682,701 (21,859,886)
24 (2,387,875,499) (88,355,126)
20 (221,659,611) (263,532,644)
26 (1,879,000,684) (1,688,075,942)
2,161,634,690 (5,979,958,336)
144,513,398 (1,464,071,961)
(1,579,600,108) (1,884,146,644)
619,478,741 4,717,026,420
3,228,077,449 4,055,840,740
750,386,161 197,328,247
- (4,997,401,577)
32,773,854,503 10,304,038,674
(4,502,096,411) (36,372,433,567)
(12,718,336,148) (1,570,049,223)
(1,234,524,961) (354,576,021)
26 1,879,000,684 1,688,075,942
3&4 (2,552,240,391) (1,469,855,142)
149,420,777 30,710,545
24 2,387,875,499 88,355,126
326,000,000 327,000,000

(16,264,900,951)

(37,632,772,340)




BRAC

(Registered in Bangladesh under the Societies Registration Act, 1860)

Statement of cash flows

For the year ended 30 June 2021

Notes

30 June 2021

30 June 2020

Taka

Taka

Cash flows from financing activities:

Grants received during the year
Grants utilized during the year for:
-operational expenditure
-investment in property, plant and equipment
-motorcycle replacement funds
Increase/ (decrease) in term loans
Increase/ (decrease) in members savings deposits
Increase/ (decrease) in other long term liabilities

Net cash provided by financing activities
Net Increase/ (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The annexed notes 01 to 34 form an integral part of these financial statements

Bl P A

31
16

16
16

1.1

Executive Director
BRAC

Chief Financial Officer
BRAC

Dated: 30 December 2021

13,304,186,379

(14,236,644,651)
(750,386,161)
(11,465,971,430)
28,474,201,312
57,723,466

15,732,079,587

(13,654,675,350)
(192,211,811)
(5,116,436)
2,029,310,363
36,014,622,611
2,653,632,316

15,383,108,915

42,577,641,280

31,892,062,467

(14,701,511,058)

15,248,907,614

(29,950,418,672)

17,190,551,409

(14,701,511,058)

Chairperson, Governing Body

BRAC
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BRAC

(Registered in Bangladesh under the Societies Registration Act, 1860)

Statement of changes in capital fund
For the year ended 30 June 2021

Capital fund

Unrestricted Tempc.)rarily Total
restricted

Taka Taka Taka

As at 1 July 2019 122,675,707,857

Net surplus for the year 12,826,561,222

Share of non operating changes in net assets

in related undertakings 1,468,486,356

1,158,868,343

123,834,576,200

12,826,561,222

1,468,486,356

Investment reserve fund 791,351,934 - 791,351,934
Transferred from closed projects 756,006,915 (677,286,601) 78,720,314
As at 30 June 2020 138,518,114,284 481,581,742  138,999,696,026
As at 1 July 2020 138,518,114,284 481,581,742 138,999,696,026
Net surplus for the year 13,575,053,595 - 13,575,053,595
Share of non operating changes in net assets

in related undertakings 226,793,043 - 226,793,043
Investment reserve fund 659,472,753 - 659,472,753
Transferred to closed projects - - :
As at 30 June 2021 152,979,433,674 481,581,742  153,461,015,416

The annexed notes form an integral part of these financial statements

Bl P PR

Chief Financial Officer
BRAC

Executive Director
BRAC

Dated: 30 December 2021

ANNUAL REPORT 2021

Chairperson, Governing Body
BRAC




BRAC

(Registered in Bangladesh under the Societies Registration Act, 1860)

General information:

Notes to the financial statements
For the year ended 30 June 2021

BRAC was formed as a development organization in 1972 under the Societies Registration Act 1860. Although BRAC was initially set
up to resettle refugees in post-war Bangladesh, later it redesigned its strategies in accordance with its philosophy of poverty
alleviation and empowerment of the poor. At present, BRAC has a large number of development programs that cover the areas of
health, education, credit, employment and training for the poor people of Bangladesh. BRAC also earns from various income
generating projects such as Aarong Rural Craft Centre, BRAC Printing Pack, BRAC Dairy and Food project and various programme
support enterprises such as Seed and Agro Enterprises, Fisheries.

Corporate information of BRAC:

1 Year of establishment 11972
2 Legal Entity (MRA Registration No.) : 00488-00186-00065
3 Nature of operations (Program) : Microfinance, Development Program and Social Enterprises
4 Statutory Audit Conducted up to : June 30, 2021
5 Name of Statutory auditor for last year : Nurul Faruk Hasan & Co.
6 Name of Statutory auditor for the current year : Nurul Faruk Hasan & Co.
7 No. Executive Committee meeting held in 2020-2021 11
8 Date of Last AGM held : 28th June 2021
9 List of BRAC Governing Body Members:
SL No. Name Qualification Profession Present Address
1 Dr. Hossain Zillur Rahman Ph D Economist “Kotha”, House 33, Flat 0/B, Road
15 (New), Dhanmondi R/A, Dhaka
1209.
2 Mr. Adeeb Hossain Khan Chartered Accountant Chartered House 59, Road 28, Flat A2 (2nd
Accountant Floor), Gulshan-1, Dhaka 1212.
3 Advocate Syeda Rizwana Hasan Masters in Law Chief Executive |House No.57/2, Central Road
BELA Dhanmondi, Dhaka.
4 Mr. Shafiqul Hassan MSc Business The Old Coach House, 25 Dunster
Gardens, London NW7 7NG, UK.
5 Ms. Melissa Dawn Parke LLM Lawyer 10/1 Roydhouse St., Subiaco, WA
6008, Australia.
6 Ms. Fathima Dada BA Business 7 Kenmore Road, Tamboerskloo,
Cape Town 8001, South Africa.
7 Dr. Fahmida Khatun Ph D Executive Apt# A1, House# 38, Road# 63,
Director, CPD Gulshan 2, Dhaka 1212.
8 Mr. Tapan Chowdhury BSc. Dhaka University, Industrialist 3 United Nations Road, Baridhara
Diploma in Marketing & Diplomatic Enclave, Dhaka-1212.
Management (U.K.)-1977
9 Dr. M. A. Sattar Mandal Ph D Teacher, House # B-6, Arambagh Housing
Researcher Society (Main Road), Rupnagar,

Mirpur-7, Dhaka-1216,
Bangladesh.
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2.1

Summary of significant accounting policies:

BRAC prepares its financial statements on a going concern basis, under the historical cost convention, except for investments in shares
in listed companies (classified within investment in securities and others) and loans & borrowings which are stated at fair value and
amortized cost respectively. BRAC generally follows the accrual basis of accounting or a modified form thereof for key income and
expenditure items.

Given the nature and diversity in activities, BRAC has not been in a position to fully comply with the International Financial Reporting
Standards (IFRSs). However, as leading NGO in both local and international perspective, BRAC has always been in persuasion to present
the best possible Financial Statements adhering to the applicable reporting norms including IFRSs as found suitable. Also, there was no
specific set of guiding rules or regulations including accounting and financial reporting standards strictly applicable for organization like
BRAC. BRAC had to apply policies that are most appropriate and practicable in this circumstances. Over time, all these policies have been
acceptable by the stakeholders and users of BRAC's financial statements.

However, according to the circulated gazette (Public Gazette by Financial Reporting Council on dated 16 March 2020), requiring Public
Interest Entities (PIE) to comply with IFRS in presenting financial statements, BRAC is contemplating to undertake an initiative to critically
workout the gap between existing reporting policies to the applicable IFRSs. Based on the results of this initiative, BRAC would take
necessary steps to bridge the gap by implementing additional policies including modification into the existing, in coming years, if found
appropriate.

The significant accounting policies, which have been materially consistent over the years, as applied and followed in the preparation and
presentation of these financial statements are summarized below:

Basis of ion of financi

BRAC maintains its books of account and records on project-wise basis under different programmes. The head office maintains records of
all treasury, investment and management functions. All cash balances, including those held for programmes, are held by the head office
and transferred to programmes as required. Balances between projects are eliminated upon combination for the purposes of presentation
of the financial statements.

These financial statements include the financial statements of BRAC and, the related undertakings set out in Note 5 in which BRAC has
equity interests through which it exercises control or significant influence.

In contrast to the ownership of equity interest in related undertakings, BRAC also extends gratuitous grants or provides donor liaison
assistance to certain organizations that, in some instances may bear names with resemblance to BRAC, viz BRAC University, Stitching
BRAC International, BRAC International Holdings B.V, BRAC Afghanistan, BRAC Myanmar, BRAC Tanzania, BRAC Uganda, BRAC South
Sudan, BRAC Liberia , BRAC Sierra Leone, BRAC Philippines, BRAC Nepal and BRAC Rwanda . However, no equity is held in these
entities, and BRAC's financial statements therefore do not include the financial information of these entities.

BRAC’s accounting records and financial statements are maintained and presented in accordance with the principles of fund accounting.
This is the procedure by which resources are classified for accounting and internal reporting into funds established according to their
nature and purposes based on the existence or absence of donor-imposed restrictions.

In the combined financial statements capital funds have been classified within either of two categories- temporarily restricted and
unrestricted. Accordingly, the capital funds of BRAC and changes therein are classified and reported as follows:

. Temporarily restricted funds - the segment of the funds are subject to donor-imposed restriction that permit BRAC to use or
expand the assets as specified. The restrictions are satisfied either by the passage of time and/or by actions of BRAC when
donor restrictions expire, that is when restrictions end or a purpose restriction is fulfilled, any balances of temporarily restricted
funds are either returned to donors in accordance with donor agreements or utilized consequent to donor and management
agreements on a temporarily restricted or unrestricted basis.

In case where restrictions expire, it is BRAC's policy to effect the reclassification of assets from temporarily restricted net assets
to unrestricted net assets via transfers within the balance sheet.

. Unrestricted funds - the segment of the funds are not subject to any donor-imposed restrictions or which arise from internally
funded activities. This category of funds include amongst others, amounts designated by BRAC for income generating activities,
programme support enterprises, micro-financing activities and self-financing social development activities.
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2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

E . )

These financial statements have been prepared for the period from 1 July 2020 to 30 June 2021.

ization for |
These financial statements have been authorized for issue by the Finance and Audit Committee (Representing BRAC's Governing
Body) of BRAC on 01 December 2021.

- . ificati

Comparative information have been disclosed in respect of the year ended on 30 June 2021 for all numerical information in the
financial statements and also the narrative and descriptive information when it is relevant for understanding of the current period's
financial statements.

Functi )

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

f esti .
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. Management uses judgment, estimates and assumptions in the areas including depreciation & amortization, loan
loss provision, gratuity provision, impairment of assets, taxation etc. as applicable.

Going concern

During the pandemic situation from COVID-19 outbreak, BRAC responded to support the community with awareness campaign
activity, offering food and cash support to the financially affected group in addition to coordinating with Govt. to support medical
response with BRAC doctors & volunteers.

During the lockdown situation, BRAC has taken several safety measures for its employees and beneficiaries to maintaining social
distancing. The upfront financial planning through scenario based forecast, alternate source of finance, implementing digital financial
tool at field offices, shifting to virtual online platform for regular official communication etc. helped to continue the stability of the
regular operations while maintaining social restriction. The pandemic situation does not have any impact on going concern of the
organization.

The management along with Board personnel assessed that COVID-19 will not have any material impact on BRAC’s financial strength
and future stability. BRAC has adequate resources to continue in operation for foreseeable future and hence, the financial statements
have been prepared on going concern basis.

o _—

BRAC, being a society registered under the Societies Registration Act, 1860 was not subject to any requirement on the preparation of
consolidated financial statements. However, being a PIE as defined by FRC, BRAC is required to prepare its financial statement in
compliance with all applicable International Financial Reporting Standards (IFRS). BRAC, being the parent entity of a number of
subsidiaries, it is required to present consolidated financial statements. BRAC is contemplating to prepare consolidated financial
statements in the coming years.

Accordingly, BRAC’s investments in related undertakings wherein the effective equity interests are more than 50% are accounted for
as explained in Note 2.18, together with related undertakings in which BRAC has significant influence where effective equity interests
are below 50%.

Donor grants

Income from donor grants is recognized when conditions on which they depend on have been met. Substantially, BRAC’s donor grants
are for the funding of projects and programmes, and for these grants, income is recognized to equate to expenditure incurred on
projects and programmes. For donor grants which involve funding for property, plant and equipment, grant income is recognized as
the amount equivalent to depreciation expenses charged on the fixed assets concerned. For donor grants provided to purchase
motorcycles for specific projects, income is recognized over the estimated useful life of the motorcycles.

All donor grants received are initially recorded as liabilities in grants received in advance account. For grants utilized to purchase fixed
assets and motorcycles, the donor grants are transferred to deferred income accounts whilst for grants utilized to reimburse
programme-related expenditure, the amounts are recognized as income. Donor grants received in-kind, through the provision of gifts
and/or services, are recorded at fair value (excluding situations when BRAC may receive emergency supplies for onward distribution in
the event of a disaster which are not recorded as grants). Income recognition of such grants follows that of cash-based donor grants
and would thus depend on whether the grants are to be utilized for the purchase of fixed assets or expended as programme-related
expenditure.

Grant income is classified as temporarily restricted or unrestricted depending upon the existence of donor-imposed restrictions. For
completed or phased out projects and programmes, any unutilized amounts are dealt with in accordance with subsequent donor and
management agreements.
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2.10 Revenue recognition

BRAC recognises as revenue the amount that reflects the consideration to which the entity expects to be entitled in exchange for goods
and services when it transfers control to the customer and excludes amounts collected on behalf of third parties. The entity recognises
revenue when it satisfies a performance obligation by transferring control over goods or services to a customer.

BRAC recognises revenue from the following major sources:
a) service charge on microfinance loan

b) sale of goods of social enterprises

c) donor grants

d) investment income

e) rental income from house property

Social enterprises projects

Social enterprises comprise Aarong Rural Craft Centre, BRAC Printing Pack, BRAC Dairy and Food Project, Seed and Agro Enterprises,
Fisheries, Artificial Insemination Center, Horticulture Nurseries, Chilling Centres, Recycled Hand Made Paper Production and Health Product
related activities.

Revenue from sale of goods

Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of returns, discount and
VAT. Revenue is recognized at the time , when significant risks and rewards of ownership have been transferred to the buyer and
recovery of consideration is probable. Transfer of risks and rewards occur, when the goods are delivered to the distributor/customers
along with dispatch documents and invoices.

Service charge on microfinance loans

Service charges on microfinance loans are recognized on an accrual basis as income. The recognition of service charge ceases when a
loan is transferred to non-interest bearing loan. Service charge is included in income thereafter only when it is realized. Loans are
returned to the accrual basis only when the full amount of the outstanding arrears of loans received and future collectability is reasonably
assured.

Interest on bank accounts, fixed deposits, bonds

Interest income is recognized on an accrual basis.

House property income

House property income is recognized on an accrual basis whether cash is received or not.

Other income
Other income is recognized when BRAC's right to receive such income has been reasonably determined.

Community contributions

Community contributions represent fees charged to participants of selected programmes and activities run by BRAC and is recognized
when BRAC's right to receive such income has been reasonably determined.

Expenses

Programme related expenses arise from goods and services being distributed to beneficiaries in accordance with the programme
objectives and activities. BRAC's head office overhead expenses are allocated to various projects and programmes at a range of 7% to
10% of their costs, based on agreement with donors or management’s judgment.
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2.12  Property, plant and equipment
(a) Recognition and measurement

ltems of property, plant and equipment are measured at cost less accumulated depreciation and accumulated impairment losses, if any.
Cost includes expenditures that are directly attributable to the acquisition of property, plant and equipment. The cost of an item of
property, plant and equipment is recognized as an asset if, and only if all the following conditions are met:

i) the asset is available for use

i) it is probable that future economic benefits will flow to BRAC

iii) the cost of the item can be measured reliably and exceeds Tk. 2,000
iv) it is expected to be used for more than 1 year

(b) Subsequent costs

Subsequent to recognition, plant and equipment and furniture and fixtures are measured at cost less accumulated depreciation and
accumulated impairment losses. When significant parts of property, plant and equipment are required to be replaced in intervals, BRAC
recognizes such parts as individual assets with specific useful lives and depreciation respectively.

(c) Depreciation

Freehold land has an unlimited useful life and therefore is not depreciated. Depreciation is provided for on a straight-line basis over the
estimated useful lives of the assets at the following annual rates which are consistent with the prior year:

tem Annual Depreciation Rate (%)
Buildings 4-10
Furniture & Fixtures 10-20
Equipment 15-33.33
Computer and IT Equipment 20-33.33
Vehicles 20
Bicycles 20
Machineries 20

Deep tube wells and tanks 20
Hatcheries 20
Motorcycles 20
Camp/Poultry/Livestock sheds 20
Crates/Mannequins/Samples 33.33

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances indicate that
the carrying value may not be recoverable.

(d) Derecognition

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are expected from its use or
disposal. Any gain or loss on derecognition of an item of property, plant and equipment is determined as the difference between the net
disposal proceeds and the carrying amount of the asset and is recognised in profit or loss.

(e) Capital work in progress

Properties in the course of construction represents construction of items of property, plant and equipment that are not ready for use which
are carried at cost, less any recognised impairment loss. Assets under construction included in property, plant and equipment are not
depreciated as these assets are not ready for use. Depreciation of these assets, determined on the same basis as other property assets,
commences when the assets are ready for their intended use.

(f) Capitalisation of borrowing costs

As per the requirements of IAS 23 Borrowing Costs, directly attributable borrowing costs are capitalised during construction period for all
qualifying assets. A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or
sale. The borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are those
borrowing costs that would have been avoided if the expenditure on the qualifying asset had not been made. All other borrowing costs are
recognised in profit or loss in the period in which they are incurred.
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2.13 Intangible assets

2.14

2.16

(@) Recognition and measurement

Intangible assets that are acquired by the Company and have finite useful lives are measured at cost less accumulated amortisation
and accumulated impairment loss, if any. The cost of an intangible asset comprises its purchase price, non-refundable taxes and any
directly attributable cost of preparing the asset for its intended use. The cost of an item of intangible assets is recognized as an asset
if, and only if all the following conditions are met:

i) the asset is available for use

ii) it is probable that future economic benefits will flow to BRAC
i) the cost of the item can be measured reliably

iv) it is expected to be used for more than 1 year

(b) Subsequent costs

Subsequent costs are capitalised only when they increase the future economic benefits embodied in the specific asset to which they
relate. All other costs are recognised in profit or loss as incurred.

(c) Amortisation

Amortisation is recognised in profit or loss on a straight line basis over the estimated useful lives of intangible assets. The estimated
useful lives are as follows:

ization R o
Software 20

(d) Derecognition

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from use or disposal. Gains or
losses arising from derecognition of intangible assets, measured as the difference between the net disposal proceeds and the
carrying amount of the assets, are recognised in profit or loss.

Microfi

BRAC micro-finance operations provide loans to members without collateral, on a service charge basis under various projects. Loans
encompasses both the principle and service charge outstanding in fair value. Loan loss provision has shown separately under current
liabilities.

Provision f

Management regularly assesses the adequacy of the loan loss provision based on the age of the loan portfolio and calculates the
required provision for loan losses based on the loan classification and following the provisioning methodology which is shown below:

- Daysi Provisi )
Current (no

Standard arrears) 1%

Watchlist 1-30 5%

Substandard 31-180 25%

Doubtful 181 - 365 75%

Loss Over 365 100%

MRA issued a directive on 22 June 2021 to halt the loan classification in a regular manner and keep balance of Loan Loss Reserve
(LLR) as of 31 December 2020 and provide additional 1% LLR for the incremental principal outstanding loan. In this respect, BRAC
followed the MRA guidelines. In addition, BRAC Management has taken a conservative approach and provided an additional amount of
BDT 694 crores in LLR for the period from 01 July 2020 to 30 June 2021.

Loans written off

Loans within their maturity period are classified as " Current Loans". Loans which remain outstanding after one year of their maturity
period are considered as "Late Loans". Late Loans which remain unpaid for a year are classified as "Non-Interest Bearing Loans"
(NIBL). The total amount of NIBL, which are considered bad and have no possibility of recovery, is referred to the Governing Body of
BRAC for approval to write off, generally within one year from the date when a loan is transferred to NIBL. Generally loans are written

off twice a year i.e. July and December. Any collections realized from loans previously written off are credited to the statement of
comprehensive income and expenditure.
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2.17 Accruals and provisions

Accruals are liabilities to pay for goods or services that have been received or supplied but have not been paid, invoiced or formally
agreed with the supplier, including amounts due to employees.

Provisions are recognized when BRAC 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 a reliable estimate of the amount can be made.
Provisions are reviewed at each statement of financial position date and adjusted to reflect the current best estimate.

2.18 Investments in related undertakings

Related undertakings refer to separately-established undertakings in which BRAC has significant influence and/or effective equity
interests. Details of these undertakings are disclosed in Note 5.

BRAC's investments in these undertakings are initially recorded at cost and subsequently adjusted to reflect BRAC's share of results
for each period added to or deducted from the respective investment costs, from the dates of their acquisition and to the dates of
their disposal. Distribution received from the undertakings is recognized in the statement of comprehensive income and expenditure.
Unrealized share of profit from undertakings as well as any changes in net assets in the related undertakings other than by the effect
of operating results are recognized directly in the statement of changes in capital fund. On disposal, gains or losses representing the
difference between the proceeds on disposal and the carrying value of the undertakings at the date of disposal are recognized in the
statement of comprehensive income and expenditure. Gain or losses on dilution of interest in related undertakings, representing the
difference in BRAC's share of net assets before and after the dilution concerned is also recognized in the statement of comprehensive
income and expenditure. Provision is also made for any impairment if the carrying amount of an investment exceeds its recoverable
amount. In case the share of losses from related undertakings is equal or more than the cost of investment then those losses were
not recognized.

2.19 Investment in securities and others

All investments other than investment in related undertakings are initially recognized at cost, being the fair value of the consideration
given and including acquisition charges associated with the investment.

Other long-term investments which are intended to be held to maturity, such as debentures and private debt securities, are
subsequently measured at amortized cost. Amortized cost is calculated by taking into account any discount or premium on
acquisition, over the period to maturity. For investments carried at amortized cost, apart from the amortization process which is dealt
with through the statement of comprehensive income and expenditure, any gain or loss is recognized in the statement of income and
expenditure when the investment is disposed of or suffers a permanent diminution in value.

2.20 Accounts receivable

Accounts receivable arise principally from BRAC’s income generating activities and programme support enterprises, and are stated
net of provision for doubtful debts. An estimate is made for doubtful debts based on a review of all outstanding amounts as at the
balance sheet date. Bad debts are written off when identified.

2.21 Inventories

Retail inventories are stated at cost based on selling price less average mark-up, and other inventories are stated at cost. Cost is
determined using the weighted average basis. The cost of inventories includes expenditure incurred in acquiring the inventories and
bringing them to their existing location and condition. Provision is made for obsolete or slow moving items, to reduce their carrying
amounts to net realizable value.

2.22 Motorcycle replacement fund

Applicable donor funds are utilized for providing motorcycles to project or programme staffs, and these funds are held in a
replacement fund. The cost of providing motorcycles to staff is recovered through monthly salary deductions. Donor funds received
and utilized for the purchase of motorcycles are amortized to the statement of comprehensive income and expenditure over a period
of five years, being the average estimated useful life of the motorcycles.

2.23 Self - insurance fund

BRAC created a self-insurance fund in order to provide coverage for a variety of risks including that of hazard/natural calamity (i.e.
cyclone, flood, fire among others) to selected properties. Additionally, risk coverage related to cash loss arising out of regular
operation is also under the scope of this fund along with miscellaneous risk coverage not insured by other funds. This self-insurance
fund is based on estimates by the Governing Body and, as from 2001, by reference to the best judgment made by management.
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2.24

2.25

2.26

2.28

2.29

Employee gratuity and redundancy fund

BRAC maintains a Gratuity Scheme which is considered as a defined benefit plan. BRAC makes provisions for an Employee Gratuity
and Redundancy fund, on the basis of two months’ basic salary for each completed year’s service for each permanent employee
(based on the basic salary of the last month) and provision for earned leave for an employee maximum up to 60 days. In this respect,
Gratuity fund valuation of the retirement benefit liabilities are calculated periodically and with reference to a number of actuarial
assumptions and inputs including discount rate, rate of inflation and mortality rates.

The extent of future liabilities requiring current provisions, and the rate of provisions required in the immediate following financial
periods have been determined based on actuarial valuation carried out for 2020.

In addition, the process of formation of a funded gratuity has been taken and administrative formalities have been completed. An
actuarial valuation of the gratuity amount has been conducted in this regard. An amount of Taka 100 Crores is transferred to this
separate gratuity fund.

Employee provident fund
BRAC makes contribution to a recognized contributory provident fund for its eligible employees which is operated by a Board of
Trustees. The contribution by BRAC is 10% of the basic salary of each confirmed employees and this is equivalent to the contribution

by each eligible employee. Contributions to this fund are recognized as an expenses in the period in which the employee services are
performed.

Employee group insurance

BRAC is maintaining a group insurance policy with Guardian Life Insurance Ltd. for covering the risk of life of the employee and family
health , on a monthly fixed premium basis. This policy is to cover liabilities arising out of death and other permanent injuries suffered
by the employees. The terms of employment provide for payment in the event of death or permanent injury, of amounts ranging from

50 months for natural death, permanent injuries and 100 months for accidental death equivalent of last month basic salary. In case of
health coverage, it covers a range of medical facilities in all over the Bangladesh as well as in abroad.

Eorei )

Foreign currency transactions are converted into equivalent Taka at the ruling exchange rates on the respective dates of such
transactions.

The resulting exchange translation gains and losses are recognized in the statement of income and expenditure.

The principal exchange rates used for each respective unit of foreign currency ruling at the statement of financial position date are as
follows:

30 June

30 June 2021 2020

Taka Taka
United States Dollar (USD) 83.95 83.95
Euro 99.65 94.03
Great Britain Pound (GBP) 116.02 102.98
Canadian Dollar (CAD) 66.76 60.45
Australian Dollar (AUD) 61.85 57.40

BRAC's foreign currency denominated assets and liabilities are disclosed in Note 29.
Taxation

Income tax liabilities for the current period are measured at the amount expected to be paid to the taxation authorities in accordance
with the Income Tax Ordinance, 1984 (Amended) for activities by which BRAC generates taxable income. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations are subject to interpretation
and establishes provisions where appropriate.

Borrowing costs
Borrowing costs are interest and other costs that BRAC incurs in connection with the borrowing of fund.

Borrowing costs are recognized as an expense in the period in which they are incurred except where such costs are directly
attributable to the acquisition, construction or production of a qualifying asset as referred to note no. 2.12(f).
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2.30 |mpairment of assets

At each statement of financial position date, BRAC reviews the carrying amounts of its assets to determine whether there is any
indication of impairment. If any such indication exists, impairment is measured by comparing the carrying values of the assets with
their recoverable amounts. Recoverable amount is the higher of net selling price and value in use.

An impairment loss is recognized as an expense in the statement of comprehensive income and expenditure immediately. Reversal of
impairment losses recognized in prior years is recorded in the statement of comprehensive income and expenditure when the
impairment losses recognized for the asset no longer exists or have decreased.

2.31 FEinancial instruments
Financial instruments are recognized in the statement of financial position when BRAC has become a party to the contractual
provisions of the instrument.

a) Investments in related undertakings

Investments in related undertakings are stated at cost less impairment losses. The policy for the recognition and
measurement of impairment losses is in accordance with Note 2.18.

b) Investments in securities and others

Investments in securities and others are stated at cost, subsequently adjusted for fair value or at amortized cost. The policy
for the recognition and measurement of impairment losses is in accordance with Note 2.19.

c) Receivables

Receivables are carried at anticipated realizable values. Bad debts are written off when identified and an estimate is made for
doubtful debts based on a review of all outstanding amounts as at the statement of financial position date.

d) Payables
Payables are stated at cost which is the fair value of the consideration to be paid in the future for goods and services
received.

e) Interest-bearing borrowings

Interest-bearing bank loans, overdrafts and securitized financing are recorded at the amount of proceeds received, net of
transactions costs. For borrowings made specifically for the purpose of acquiring a qualifying asset, the amount of borrowing
costs eligible for capitalization is the actual borrowing costs incurred on that borrowing during the period less any investment
income on the temporary investments of funds drawn down from that borrowing facility.

All borrowing costs are recognized as an expense in the statement of comprehensive income and expenditure in the period in
which they are incurred. The carrying values of these financial instruments approximate their fair values due to their short
term maturities.

2.32 Cash and cash equivalents

Cash and cash equivalents comprise cash and bank balances. Bank overdrafts are repayable on demand and form an integral part of
BRAC's cash management.

Cash and cash equivalents for the purposes of the statement of cash flows comprises of cash and bank balances net of bank

overdrafts, if any. Cash and bank balances include donations which are received through donor grants. By virtue of donor
agreements, the manner in which such donations are to be applied may be restricted to specific projects and/or assets.

233 Conti I

Any possible obligation that arises from past events and the existence of which will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of BRAC; or any present obligation that arises from
past events but is not recognized because:

it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation or

* the amount of the obligation cannot be measured with sufficient reliability
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Contingent liabilities are not recognized but disclosed in the financial statements unless the possibility of an outflow of resources
embodying economic benefits is remote .

In respect of a number of earlier years, BRAC has received demands for additional tax from the taxation authority. These are at
different stages of appeal. Provisions have been made where considered appropriate.

Contingent assets are not recognized in the financial statements as this may result in the recognition of income which may never be
realized.

2.34 Events after the balance sheet date
Events after the statement of financial position date that provide additional information about the organization's position at the
statement of financial position date are reflected in the financial statements.
The COVID-19 outbreak continues and a significant number of infections observed from March 2021. To mitigate the risk of infections,
several measures have been taken at a country level to respond against COVID 19 pandemic. In this regard, we have taken a number
of initiatives to monitor and prevent the effects of the COVID-19 virus such as safety and health measures for our people including
encouraging for vaccination, maintaining social distancing, introducing work from home and securing the supply of materials that are
essential for the safety of our staffs.
BRAC has considered the possible impacts that may result from COVID-19 in the preparation of these financial results including the
recoverability of carrying amount of financial and non- financial assets. The assumptions relating to the possible future uncertainties in
the economic conditions because of COVID-19, BRAC has, at the date of approval of these financial results, used both internal and
external sources of information and assessed that the carrying amount of the assets will be recovered.
Since the end of reporting period there has been no material changes affecting the financial position of BRAC.

2.35 Segmental reporting
BRAC is organized into operating segments based on projects and programmes which are independently managed by the respective
program managers responsible for the performance within the operating segments.
The programme managers report directly to the management of BRAC who regularly review the segment results in order to assess
segment performance. Additional disclosures on each of these segments are shown in notes 32 and 33 respectively.

2.36 Utilization of contribution from MF surplus
MRA approved BDT 308 crores to spend for its development programme activities which include education, health, human rights &
legal aids services, water, sanitation, hygiene (WASH) and ultra poor graduation (UPG) programmes for this period.
As a whole, BRAC spent BDT 1,834 crores for its development activities which were funded by local and foreign aid, contribution from
MF surplus and other different sources.
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- Nurul Faruk Hasan & Co
Chartered Accountants
Vertex Prominent (1st Floor)
GA-16/1 Mohakhali
Dhaka 1212, Bangladesh

Tel : +88 09611002202
Web : www.deloitte.com

Annexure-A/2

Auditors' Compliance Certification on BRAC Microfinance Programme

We have audited the financial statements of BRAC for the year ended 30 June 2021. On the basis of our audit, we certify below the compliance of
BRAC with the eligibility criteria as developed based on the requirement of the Governing Body of BRAC:

Eligibility criteria Audited figures or compliance
@) Minimum loan recovery rates, computed quarterly, based on the
following:

2020-2021 2019-2020

[0} Cumulative loan collection ratio on total dues:

Actual cumulative collections 2,786,749,016,734 _ 99.84% 99.89%
Cumulative collectibles 2,791,321,491,634

(i) Loan collection ratio on current dues (on running 12- months basis):

Actual collections during the past 12 months on current dues 427,123,947

= 98.57% 99.34%
Collectible on current dues 433,310,992

(b) Liquidity ratio 27.30% 25.58%
(c) Current ratio 2.44:1 1.87:1
(d) Capital adequacy ratio 35.30% 33.23%
(e) Debt service cover ratio 1.86:1 1.95:1
(f) Rate of return on capital 12.28% 14.48%
(©)] Debt capital ratio 9:1 0.37:1 0.83:1
Dhaka, Bangladesh For Nurul Faruk Hasan & Co.
Dated: 30 December 2021 Chartered Accountants

Shamsur Rahman, FCA
Partner

Enrollment No. 941

DVC: 2112300941AS170748
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Actual provision made by BRAC:

BRAC

Microfinance Programme

Portfolio report for the year ended June 30, 2021
Review of loan classification and provisions

(i) Classification of loan and loan loss provision

Annexure-A/3

Sl. No. Particulars No of days outstanding Outstanding loan Required provision
Amount (Taka) Amount (Taka)

1 Total loan outstanding 266,150,314,810

2 Total overdue More then 1 instaliment missed 59,147,460,190

3 Regular Loans with no overdue installments 193,410,180,702 1,181,668,441

4 Watchful Loan default duration between 1 and 30 days 13,592,673,918 415,232,377

5 Sub-standard Loan default duration between 31 and 180 days 33,093,321,190 5,054,714,947

6 Doubtful Loan default duration between 181 and 365 days 10,062,374,585 4,610,818,744

7 Bad loan Loan default duration above 365 days 15,991,764,415 9,770,407,769
Total 266,150,314,810 21,032,842,277

Required provision as per MRA Policy:

Sl. No. Particulars No of days outstanding Outstanding Loan Required provision
Amount (Taka) Amount (Taka)

1 Total loan outstanding 266,150,314,810

2 Total overdue More then 1 instaliment missed 59,147,460,190

3 Regular Loans with no overdue installments 193,410,180,702 4,979,287,782

4 Watchful Loan default duration between 1 and 30 days 13,592,673,918 813,217,770

5 Sub-standard Loan default duration between 31 and 180 days 33,093,321,190 910,109,670

6 Doubtful Loan default duration between 181 and 365 days 10,062,374,585 936,114,091

7 Bad loan Loan default duration above 365 days 15,991,764,415 6,452,601,951
Total 266,150,314,810 14,091,331,264
(i) Loan Loss Provision LLR status of the MFI

Particulars Amount in (Taka) I

Actual Provision made by BRAC:
Required provision as per MRA Policy:

Excess provision

Disclosure on written off Loan:

Loan written off balance 01 July 2020
Loan written off during the year 2020-2021
Written off Loan recovered during the year 2020-2021

Loan written off balance 30 June 2021

ANNUAL REPORT 2021

21,082,842,277
14,091,331,264

6,941,511,013

19,800,497,482
5,122,079,450
(118,790,618)

24,803,786,314




Annexure-A/3 (Contd.)
Portfolio report for the year ended June 30, 2021 (Contd.)

(ii) Loan Loss Provision (LLP) status of the PO

Particulars Taka
Actual provision made by BRAC 21,032,842,277
Required provision as per MRA Policy 14,091,331,264
Excess/shortfall of provision 6,941,511,013

Disclosure on written off loan:

Loan written off balance 01 July 2020 19,800,497,482
Loan written off during the year 2020-2021 5,122,079,450
Written off loan recovered during the year 2020-2021 (118,790,618)
Loan written off balance 30 June 2021 24,803,786,314
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Portfolio report for the year ended June 30, 2021 (Contd.)

(iii) Loan Operational Report

Annexure-A/3 (Contd.)

Sl No. Particulars 2020-2021 2019-2020

1 Financial service product:

Loan product:

PKSF funded loan

Loan from commercial bank 40,047,229,629 51,513,201,059

Other loan short term (Bank Overdraft) 165,841,886 31,171,194,721

Savings product:

Compulsory savings 66,318,467,641 66,272,149,337

Voluntary savings 15,807,905,031 13,331,872,445

Term deposit 53,383,624,795 27,431,774,373
2 Number of branches 2,280 2,276

2020-2021 2019-2020
Male Female Total Male Female Total

3 Number of samities 21,107 264,182 285,289 19,796 265,460 285,256
4 Number of members 1,370,240 7,103,215 8,473,455 1,158,529 6,282,010 7,440,539
5 Number of borrowers 647,673 6,005,795 6,653,468 898,655 5,390,581 6,289,236
6 Number of staff 15,603 8,461 24,064 15,860 8,264 24,124

Amount (Taka) of loan outstanding with
7 samiti members 266,150,314,810 265,798,665,693
8 Member: borrower 1.27:1 1.18:1
9 Average loan size 75,551 71,485

Dhaka, Bangladesh
Dated: 30 December 2021

ANNUAL REPORT 2021

For Nurul Faruk Hasan & Co

Chartered Accountal

nts

Shamsur Rahman, FCA

Partner
Enroliment No. 941

DVC: 2112300941AS170748




Financial year : 2020-2021
Name of Organization : BRAC

License No. 00488-00186-00065

BRAC
Microfinance Programme
Budget Variance Report

Annexure-A/6

Description 2020-2021 Variance
Projected Actual %

1. New area coverage

District - -

Upazilla - -

Union - -

Village - -

2. Branch opening 30 4 -87%
3. Group/Samity formation 200 33 -84%
4. Add new member 1,800,000 2,058,332 14%
5. Add new borrower 500,000 1,969,760 294%
6. Staff recruitment 2,500 942 -62%
7. Deposits collection 72,080,584,170 79,175,373,358 10%
8. Refund deposit 37,528,585,707 50,701,172,046 35%
9. Loan recovery 360,479,194,000 431,274,395,196 20%
10. Loan disbursement 437,398,407,001 431,626,044,313 -1%
11. Loan borrowing 52,675,558,458 48,030,907,005 -9%
12. Loan returns 36,597,938,534 90,502,231,270 147%
13. Total income 68,587,905,258 67,679,519,581 -1%
14. Total expenditure 49,460,922,541 54,794,547,966 11%

Description

Position as on 30th June 2021

1. Area coverage

District 64
Upazilla 532
Union 5,215
Village 69,421

. Number of branch 2,280
. Number of group 285,289
. Number of member 8,473,455
. Number of borrower 6,653,468

33,344

. Deposit balance

135,509,997,467

. Principal loan outstanding

266,150,314,810

. Loan outstanding

271,869,452,253

2
3
4
5
6. Manpower
7
8
9
1

0. Cumulative surplus

109,806,127,813

ANNUAL REPORT 2021 | 107




BRAC
Microfinance Programme
Budget Variance Report

Financial Year : 2020-2021

Annexure-A/6 (Contd.)

Sl. No. Particulars - 2020-2021 - Note
Projected Actual Variance
1 Microfinance loan recovery
RMC 53,694,366,914 70,337,100,526 31% 1
UMC 16,677,603,656 18,356,475,398 10%
ME 128,274,089,753 189,352,970,461 48%
Seasonal 3,754,413,076 1,251,560,263 -67%
Livestock 32,784,519,073 78,170,701,334 138%
Agriculture 102,282,330,026 19,466,448,411 -81%
Others 23,011,871,502 54,339,138,803 136%
Total 360,479,194,000 431,274,395,196 20%
2 Fund collection
Savings collection
Force savings 65,054,473,669 38,469,159,662 -41% 2
Voluntary savings 4,668,675,393 7,450,636,884 60%
Fixed deposit 2,357,435,108 33,255,576,812 1311%
Total 72,080,584,170 79,175,373,358 10%
Loan receive
2. Bank loan | 52,675,558,458 48,030,907,005 -9% 3
3 Utilization of fund
Loan disbursement
RMC disbursement 65,151,696,000 78,384,235,989 20% 4
UMC disbursement 20,236,278,000 17,602,291,217 -13%
ME disbursement 155,645,272,000 173,044,897,702 11%
Seasonal disbursement 4,555,531,000 468,822,000 -90%
Livestock disbursement 39,780,095,000 48,101,751,232 21%
Agriculture disbursement 124,107,380,000 24,465,990,942 -80%
Others disbursement 27,922,155,000 89,558,055,231 221%
Total: 437,398,407,001 431,626,044,313 -1%
Savings returns
Force savings 30,278,940,252 38,433,381,424 27% 5
Voluntary savings 4,128,458,429 4,973,684,297 20%
Fixed deposit 3,121,187,026 7,294,106,325 134%
Total: 37,528,585,707 50,701,172,046 35%
Loan repayment
Bank loan 36,597,938,534 90,502,231,270 147% 6
Total 36,597,938,534 90,502,231,270 147%
4 Fixed assets addition
Land development 221,662,400 1,839,627 -99% 7
Building construction 277,078,000 488,821,246 76%
Furniture and fixtures 498,740,400 33,780,699 -93%
Office equipment 55,415,600 167,949,987 203%
Computer and accessories 55,415,600 137,278,328 148%
Vehicles - -
Total 1,108,312,000 829,669,887 -25%
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Income

1. Service charge 67,152,899,082 66,042,195,946 -2% 8

2. Interest on investment 1,188,315,352 1,463,395,497 23%

3. Entry fees 15,511,715 18,247,651 18%

4. Recovery of right off loan 142,700,414 118,790,618 -17%

Other income 88,478,696 36,889,869 -58%
Total 68,587,905,258 67,679,519,581 -1%

Expenditure :

Financial expenditure:

5. Savings interest 6,806,577,996 9,834,740,608 44% 9

6. Interest on bank loan 10,782,106,932 5,158,501,515 -52%

Total financial expenditure 17,588,684,928 14,993,242,123 -15%

General and administrative expenses:

7. Salary and allowances

Basic pay 9,336,470,516 9,370,251,410 0% 10

House rent allowance 5,601,882,310 5,622,150,846 0%

Medical allowance 1,867,294,103 1,874,050,282 0%

Conveyance allowance 1,867,294,103 1,874,050,282 0%
Total: 18,672,941,032 18,740,502,820 0%

8. Office rent 507,771,222 465,407,007 -8%

9. Printing and stationeries 450,336,519 367,195,308 -18%

10. Travel expenses

Domestic 1,251,587,026 1,640,385,559 31%

11. Repairs and maintenance

Office building 914,719,984 1,026,404,861 12%

12. Fuel expenses

Gas, Electric and water bill 417,132,609 441,738,756 6%

13. Entertainment and general expenses 324,795,509 1,228,787,050 278%

14. Training expense

Local training 363,165,336 32,273,985 -91%
Total 4,229,508,205 5,202,192,526 23%

15. Others operational expense

Member death benefits - 5,000

Data processing expenses 635,806,169 508,738,818 -20%

16. Audit Fees 2,415,000 2,300,000 -5%

17. Depreciation 342,020,973 271,755,733 -21%

Total operational expenses 23,882,691,379 24,725,494,897 4%

18. Loan loss provision 7,989,546,235 15,075,810,946 89% 11

19. Net surplus 19,126,982,716 12,884,971,615 -33%

20. Transfer to various fund 2.465,695,458 3,080,000,000 25%

Reserve fund 1,912,698,272 1,288,497,162 -33%
Total 4,378,393,730 4,368,497,162 0%

Extensive supervision and collection through digital financial service resulted in higher loan recovery than the
budget during this unrest pandemic period.

The high response on the savings campaign and introduction of alternate collection tool has driven the savings
collection higher than the budget.

During the COVID-19 pandemic, slow disbursement resulted in limited bank loan utilization.
Due to the economic downturn, loan disbursement was slightly decreased than the budget.

Savings return was higher than the budget due to the COVID-19 pandemic.
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6 Repayment of overdraft balance, the high response on savings campaign and lower loan disbursement made the
bank loan dependency lower and bank loan repayment higher than the budget.

7 The economic downturn, limited expansion of branches resulted lower investment in fixed assets than the budget
whereas replacement and new purchase of office equipment, computer and accessories surpass the budget in
few segment.

8 Slow disbursement during the pandemic resulted in lower service charge/total income than the budget.

9 Financial expenditure decreased, mostly due to decreased Bank Loan /overdraft position and revised interest
rate. On the other hand, interest on savings increased due to the increase of term deposit.

10  Total operational expenditure is slightly increased than the budgeted amount driven by the charge related to the
initiation of digital financial service.

11 The upsurge COVID-19 made the Loan Loss Provision higher than the budget.
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