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Independent Auditor’'s Report
To the Management of National Bank of Pakistan Bangladesh Branches

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of National Bank of Pakistan Bangladesh Branches (“the
Bank™), which comprise the balance sheet as at 31 December 2021 and the profit and loss account,
statements of changes in equity and cash flow statement 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 the Bank as at 31 December 2021, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs), as explained in note # 2.

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 Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Bank in
accordance with the International Ethics Standards Board for Accountants” Code of Ethics for
Professional Accountants (IESBA Code) 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.

Emphasis of Matters

Without modifying our opinion as above, we are drawing attention to the following matters:

1. In note #2.31(b) to the financial statements, the Bank discloses that no actuarial valuation
of the gratuity scheme has yet been done. It is @ non-compliance of 1AS-19.

2. In note # 8.08 to the financial statements the Bank discloses BDT 13,861 million (BDT
14,075 million in 2020) as loans and advances which include an amount of BDT 13,721
million (BDT 13,748 million in 2020) as bad/loss loans and advances as per BRPD circular
no. 14 dated 23 September 2012. The bad/loss amount of loans and advances comprises
98.99% (97.67% in 2020) of total outstanding loans and advances as of 31 December 2021.
However, we have received a ‘Support Letter’ from the National Bank of Pakistan- Head
Office regarding the assurance of financial support to NBP, Bangladesh Branches in the
foreseeable future, if there arises any threat to NBP, Bangladesh Branches to continue as a
going concern.
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3. In note # 11.01.01 to the financial statements, the Bank discloses the reasons for
recognizing deferred tax assets.

4. In note # 15.01 to the financial statements, the Bank discloses the current status of the
valuation of the eligible securities that the Bank has taken from the loanees.

Other Matter

The financial statements of the Bank for the year ended 31 December 2020 were audited by MABS&J
Partners, Chartered Accountants, who expressed an unmodified opinion on those statements on 22
February 2021.

Other information

Management is responsible for the other information. The other information comprises the
information included in the Annual Report, but does not include the financial statements and our
auditor’s report thereon. The Bank, being branches of National Bank of Pakistan, is not required to
publish a separate Annual Report and hence there is no other information to be audited.

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 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 the financial statements that are
free from material misstatement, whether due to fraud or error. The Bank Company Act, 1991 as
amended and the Bangladesh Bank Regulations require the management to ensure effective internal
audit, internal control and risk management functions of 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 financial statements, management is responsible for assessing 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 Bank or
to cease operations, or has no realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
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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 judgement and maintain
professional skepticism throughout the audit. We also:

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

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

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

* Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the 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 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 Bank to cease to continue as a going concern.

» 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.

» Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Bank to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Bank's 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.
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Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Securities and Exchange Rules 1987, the Bank
Company Act, 1991 as amended and the rules and regulations issued by Bangladesh Bank, we also
report that:

(i) 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;

(ii) to the 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 financial statements
of the Bank and considering the reports of the Management to Bangladesh 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 Bank 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 Bank other than matters disclosed in these financial statements,

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

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

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

(vi) the expenditures incurred were for the purpose of the Bank’s business for the year;

(vii) the financial statements of the Bank 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.

Dated, Dhaka ACNABIN, Chartered Accountants

0 § MAR 2022

Abu Sayed Mohammed Nayeem FCA
Partner
ICAB Enrolment Number: 0353

DVC:2203080353AS746484
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NATIONAL BANK OF PAKISTAN

BANGLADESH BRANCHES
BALANCE SHEET

AS AT 31 DECEMBER 2021

Amountin BDT

Particulars Notes
31-Dec-21 || 31-Dec-20

PROPERTY AND ASSETS
Cash 1,183,422,270 734,374,788
Cash in hand (including foreign currency) 3.00 12,733,670 22,403,883
Balance with Bangladesh Bank & agent banks (including foreign currency) 4.00 1,170,688,600 711,970,905
Balance with other banks & financial institutions 5.00 122,183,544 290,511,060
In Bangladesh . "
Qutside Bangladesh 122 183,544 290,511,060
Money at call on short notice 6.00 | | | -]
Investments (in shares / securities) 7.00 14,456,568,393 14,536,617,549
Government 14,456,568,393 14,536,617,549
Others - =
Loans & advances 13,861,231,217 14,075,914,977
Loan, cash credit, overdrafts etc. 8.00 12,591,280,617 12,805,964,377
Bills purchased & discounted 9.00 1,269,950,600 1,269,950,600
Fixed assets including premises, furniture & fixtures (restated) 10.00 64,065,503 89,768,897
Other assets (restated) 11.00 3,922,326,438 3,870,56€,558
Non-banking assets 12.00 - '
Total Assets 335609!?97!365 33!59?!?53!829
LIABILITIES AND CAPITAL
Liabilities

Borrowings from other banks, financial institutions & agents

Deposits & other accounts
Current accounts and other accounts
Bills payable

Savings bank deposits

Fixed deposits

Scheme deposit

Bearer certificate of deposit

Other deposits (short term deposit)

Other lizbllities (restated)
Total liabilities

Capital / Shareholders' Equity
Capital fund

Statutory reserve

Cther reserve

Surplus in profit & loss account (restated)

Total Liabilities & Shareholders’ Equity
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13.00

14.00
14.01
14.02
14.03
14.04
14.05
14.06
14.07

15.00

16.00

17.00
18.00

[ 650,000,000] | 530,000,000
16,709,373,821 17,132,293,226
13,867,279,836 13,190,490,147
4,016,185 10,185,902
104,840,726 100,363,324
1,773,646,723 2,855,463,783
369,139,281 387,261,491
590,451,070 588,528,580

[ 9,496,834,746 | | 9,444,928,690 |
26,856,208,567 27,107,221,916
6,753,588,798 6,490,531,913
14,163,513,703 14,163,513,703
47,084,988 89,869,642
(7,457,009,893) (7,762,851,432)

33,609,797,365

33,597,753,829
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. Amount in BDT

Particulars Notes —-——IT——3 1-Dec21 31-Dec-20
OFF-BALANCE SHEET ITEMS
Contingent liabilities 19.00 279,233,499 237,741,469
Acceptances & endorsements o =
Letters of guarantee 19.01 215,050,499 168,745,469
Irrevacable letters of credit (including back to back bills) 19.02 51,493,000 51,493,000
Bills for collection 19.03 12,690,000 17,503,000
Other contingent liabilities 19.04 - =
Other commitments 13,048,384,050 12,518,096,850
Documentary credits and short term trade related transactions 3 =
Forward assets purchased and forward deposits placed 19.05 13,048,384,050 12,518,096,850
Undrawn note issuance and revolving underwriting facilities “ =
Undrawn formal standby facilities, credit lines and other commitments = =
Undrawn formal standby facilities, credit lines and other commitments
Total Off-Balance Sheet items Including Contingent Liabilities 13,327,617,549 127 319

The accompanying notes 1 to 48 and Annexure A, B & C are an integral part of these finandial statements.

Muhammad Khalid Mahmud, FCMA
Head of Finance

Signed as per our annexed report of even date.

Dated: Dhaka ACNABIN, Chartered Accountants

08 MAR 2022 W

Abu Sayed Mohammed Nayeem FCA
Partner

ICAB Enrolment Number: 0353

DVC:2203080353A5746484
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NATIONAL BANK OF PAKISTAN
BANGLADESH BRANCHES
PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2021
Particulars Notes |l————AmountinB0T _____|
2021 | I 2020

Interest income 21.00 62,514,531 3,792,318
Interest paid on deposits and barrowing etc. 22.00 (613,163,269) (1,237,015,134)
Net interest income (550,648,737) (1,233,222,815)
Investments income (in shares/securities) 23.00 1,106,576,303 1,243,983,732
Commission, exchange & brokerage 24.00 19,937,210 (6,058,503)
QOther operating income 25.00 72,537 158,980
Total operating income 575,937,312 4,861,393
Salary & allowances 26.00 60,925,953 69,816,950
Rent, taxes, insurances, electricity etc, (restated) 27.00 32,955,653 42,736,102
Legal expenses & cther professional fees 28.00 20,898,436 25,022,134
Postage, stamps and telecommunication etc, 29.00 639,372 604,829
Stationery, printing, advertisement etc. 30.00 1,038,608 1,925,631
General manager's salary and fees 31.00 7,213,700 7,213,700
Directors' fees 32.00 - =
Auditors' fees 33.00 386,739 345,000
Charges on loan losses 34.00 - -
Depreciation and repair of Bank's assets (restated) 35.00 60,862,835 45,48€,109
Other expenses (restated) 36.00 35,006,733 17,685 885
Total aperating expenses 219,928,028 210,840,340
Profit/(Loss) before provision 356,009,284 (205,978,947)
Provision for loan & acvances 37.00 54,837,615 (786,684)
Provision for off-balance sheet exposure 38.00 - 2,377,415
Provision for diminution in value of investment 39.00 =
Cther provisions (provision for cther assets) 40.00 - 5
Total provision 54,837,615 1,590,730
Total profit/(loss) before taxes 301,171,669 (207,569,677)
Provision for taxation 15.02 35,000,000 7,497,772
Deferred tax expenses/(income) - (restated) 41.00 (35,669,871) 1,635,931
Net profit/ (loss) after taxation 305,841,540 _  (216,703,381)
Appropriation 305,841,540 (216,703,381)
Statutory reserve Net Applicable Not Applicable
General reserve Not Applicable Not Applicable
Dividends Not Applicable Not Applicable
Retained surplus / (deficit) 305,841,540 (216,703,381)
Earning Per Share (EPS) 47.00 [ Not Applicable] | Not Applicable|

I/I'he accompanying notes 1 to 48 and Annexure A, B & C are an integral part of these financial statements.

Muhammad Khalid Mahmud, FCMA
Head of Finance

Signed as per our annexed report of even date.

Dated: Dhaka

0 8 MAR 2022
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Abu Sayed Métfammed Nayeem FCA
Partner

ICAB Enralment Number: 0353

DVC:2203080353A5746484
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NATIONAL BANK OF PAKISTAN
BANGLADESH BRANCHES
CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2021

Amount in BDT

2021 | 2020

Particulars Notes

W, m ratin

Interest receipt in cash 1,140,581,803 1,265,582,010
Interest payments (630,527,628) {1,264,641,843)
Fee & commission raceipt in cash 24.00 19,937,210 (6,058,503)
Cash payments to employees (68,139,653) (77,030,650)
Cash payments to suppliers ' -
Income taxes paid (62,480,675) (37,653,011)
Receipts from other operating activities 25.00 72,537 158,980
Payments for other operating activities (restated) 43.00 (89,282,597) (86,456,064
Operating profit before changes in operating assets and liabilities 310,560,997 (206,099,082)
(Increase) / Decrease in operating assets/ liahilities

Statutory deposits - 2
Purchase/ Sale of trading securities - -
Loans and advances to other banks - -
Loans and advances to customers 214,683,761 21,618,654
Qther assets (item wise) 44.00 50,453,707 23,924,718
Depasits from other banks 120,000,000 380,000,000
Deposits received from /returned to customers (422,919,405) (138,931,891)
Other liabilities account of customers - -
Trading liabilities - -
Other liabilities 45.00 71,612,784 (23,139,912)
Net cash from operating activities 33,830,847 263,471,570
cash f . . .

Proceeds from sale of securitles 2,557,200,000 2,136,700,000
Payment for purchase of securities (2,578,235,492) (3,018,634,453)
Purchase/ sale of property, plant & equipment (7,046,870) (3,791,048)
Purchase/ sale of subsidiaries - =
Net cash from investing activities (28,082,363) (885,725,500)
Receipt from issue of loan capital & debt securities - -
Payment far redemption of loan capital & debt securities

Receipt from issuing ordinary share/receipt from head office - 920,505,000
Lease payment (35,589,515) (19,358,498)
Dividend paid = =
Net cash from financing activities (35,589,515) 901,136,502
Netincrease / decrease in cash 280,719,967 72,783,490
Effects of exchange rate changes on cash & cash equivalent - -
Cash & cash equivalents at the beginning of the period 1,024,885,848 952,102,358
Cash and cash equivalents at the end of the period 46.00 1,305,605,814 1,024,885,848

i

" Muhammad Khalid Mahmud, FCMA
Head of Finance

Dated: Dhaka

0 § MAR 2022
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NATIONAL BANK OF PAKISTAN

BANGLADESH BRANCHES

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2021

Particulars

Fund deposited
with Bangladesh

Other reserve

Profit & loss
account

Total

Balance as at 01 January 2021

Bank
14,163,513,704

89,869,641

6,490,531,913

Changes in accounting policy

Surplus/deficit on account of revaluation of properties
Surplus/deficit on account of revaluation of investments
Adjustment of revaluation of investments

Currency translation difference

Net gain and losses not recagnized in the income

Net profit/(loss) for the year

Revaluation of foreign currency

Dividend

Fund received from head office

Transfer to/fram profit & loss A/C

(42,784,654)

(7,762,851,432)

305,841,540

(42,784,654)

305,841,540

Balance as at 31 December 2021

14,163,513,704

47,084,987

(7,457,009,893)

6,753,588,798

Balance as at 01 January 2020

(7,563,873,900)

5,802,515,205

Changes in accounting policy restated balance
Surplus/deficit on account of revaluation of properties
Surplus/deficit on account of revaluation of investments
Adjustment of revaluation of investments

Currency translation difference

MNet gain and losses not recognized in the income

Net profit/(loss) for the periods (restated)
Revaluation of foreign currency

Dividend

Issue cf share capital/received from head coffice
Transfer to/from profit & loss A/C

13,243,008,703

920,505,001

123,380,402

(33,510,761)

17,725,848

(216,703,381)

17,725,848

(33,510,761)

(216,703,381)

920,505,001

Balance as at 31 December 2020

14,163,513,704

89,869,641

(7,762,851,432)

6,490,531,913

Other Reserves

2021

2020

General reserves

Retained earnings

Investment |oss offsetting reserves

Share premium

Asset revaluation reserve

Dividend equalization A/C

Increase in HTM securities

Gain in revaluation of treasury bills & bands HFT
Exchange equalization A/C

29,640,069
17,444,919

74,310,064
15,559,578

Total

47,084,988

89,869,642

e

Muhammad Khalid Mahmud, FCMA
Head of Finance

Dated: Dhaka

0 8 MAR 2022
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NATIONAL BANK OF PAKISTAN
BANGLADESH BRANCHES
LIQUIDITY STATEMENT
ASSETS B LIABILITIES MATURITY ANALYSIS
AS AT 31 DECEMBER 2021

Particulars Up to 1 Months 1-3 months 3-12 months 1-5 years Mo;t;aﬂ::n 3 Total
ASSETS:
Cash in hand 1,183,422 270 - - - - 1,183,422,270
Balance with cther banks & financial institutions 122,183,544 B - - - 122,183,544
Meney at call on short notice - . < i i i
Investments (in shares & securities) 1,219,610,845 - 668,118,712 7,817,873,561 4,750,965,276 14,456,568,393
Loan & advances 13,755,455,258 - - 105,775,959 - 13,861,231,217
Fixed assets induding premises, furniture & fixtures 4,942,091 0,884,182 44,478,819 4,760,411 = 64,065,503
Other assets = - 690,245,437 3,232,081,002 - 3,922,326,438
Non-banking assets - 4 = " " "
Total assets 16,285,614,007 182 1 7 4 750,965,276  33,609,797,365
LIABILITIES:
Borrowing from Bangladesh Bank, other banks,
financial iistimmns%ind agents 650000,000 ) ) ) ) 630,000,000
Deposits 8,313,480,705 5,331,387,220 2,240,994,891 211,019,483 22,040,453 16,118,922,751
Other acoounts 590,451,070 * - - - 590,451,070
Provision & other liabilities - 81,818,374 - 9,415,016,372 - 9,496,834,746
Total liabilities 9,553,931,775 5,413,205,593 2,240,994 891 9,626,035,85! B56,208,567
1ﬂet liquidity gap 6,731,682,233 (5,403,321,412 838,151,924 534,455,078 4,728,924.82

Muhammad Khalid Mahmud, FCMA
Head of Finance

Dated: Dhaka

0 8 MAR 2022
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National Bank of Pakistan Bangladesh Branches
Notes to the Financial Statements
As at and for the year ended 31 December 2021

1.00 Status and nature of business:
a) Status of the Bank:

National Bank of Pakistan (NBP) was established under the National Bank of Pakistan Ordinance, 1949
and is listed on all the stock exchanges in Pakistan. Both of its registered and head office is situated
at I.I. Chundriger Road, Karachi. It has been operating its banking activities in Bangladesh at Dhaka
since August 1994, at Chattogram since April 2004, at Sylhet since March 2008 and at Gulshan since
April 2008. Sylhet branch has been closed from 01 October 2021.

b)  Nature of business

The principal activities of the Bank in Bangladesh are to provide all kinds of commercial banking
services to its customers.

2.00 Basis for preparation
2.01 Statement of compliance

The financial statements of Naticnal Bank of Pakistan Bangladesh Branches (hereinafter referred as “the
Bank") have been prepared under historical cost convention except investments which are measured at
market value and in accordance with “First Schedule” of the Bank Companies Act, 1991 as amended under
Section 38(4) of the Act, relevant Bangladesh Bank Circulars, International Accounting Standards (1ASs) and
International Financial Reporting Standards (IFRSs) adopted by the Institute of Chartered Accountants of
Bangladesh (ICAB), the Companies Act, 1994 and other rules and regulations applicable for banks in
Bangladesh. In cases any requirement of provisions and circulars issued by Bangladesh Bank differ with
those of other regulatory authorities, the provisions & circulars issued by Bangladesh Bank shall prevail.
Material departures from the requirement of IASs & IFRSs are as follows:

a) Investment in shares & securities:

IFRS: As per requirements of [FRS &: Financial Instruments, classification and measurement of
investment in shares and securities will 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
under either “at fair value through profit or loss account”, “at fair value through other comprehensive
income” or "amortized cost” where any change in the fair value (as measured in accordance with JFRS
13: Fair Value Measurement) at the year-end is taken to profit and loss account or other comprehensive
income respectively,

Bangladesh Bank: As per BRPD Circular letter no. 14, dated 25 June 2003, investment in quoted
shares and unquoted shares are revalued at the year-end at market price and as per book value of last
audited balance sheet respectively. Provision should be made for any loss arising from diminution in the
value of investments; otherwise investments are recognized at cost.

b) Revaluation gain & loss on government securities:

IFRS: As per the requirement of IFRS 9: Financial Instruments where securities will fall under the
category of fair value through profit or loss account, any change in the fair value of assets is recognized
through the profit and loss account. Securities designated as amortized cost are measured at effective
interest rate method and interest income is recognized through the profit and loss account.

Bangladesh Bank: According to DOS circular 5 dated 26 May 2008 and subsequent clarification in
DOS circular 5 dated 28 January 2009, HFT Securities are revalued on the basis of mark to market and
at the year-end any gains on revaluation of securities which have not matured as at the balance sheet
date are recognized as other reserve as part of equity and any losses on revaluation of securities which
have not matured as at the balance sheet date are charged in the profit and loss account.

11
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Interest on HFT securities including amortization of discount are recognized in the profit and loss
account. HTM securities which have not matured at the balance sheet date are amortized at the year
end and gains and losses on amortization are recognized in other reserve as part of equity.

Provision on loans & advances:

IFRS: As per IFRS 9 an entity shall recognize an impairment allowance on loans and advances based
on expected credit losses. At each reporting date, an entity shall measure the 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 the credit risk has not increased significantly since
initial recognition, at each reporting date, an entity shall measure the impairment 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 reporting date.

Bangladesh Bank: As per the Bangladesh Bank BRPD Circular |etter no. 52 dated 29 December 2021,
BRPD Circular letter no. 50 dated 14 December 2021, BRPD Circular no. 52 dated 20 October 2020,
BRPD Circular no. 16 dated 21 July 2020, BRPD Circular no. 56 dated 10 December 2020, BRPD Circular
Letter no. 24 dated 17 November 2019, BRPD Circular Letter no. 6 dated 19 May 2019, BRPD Circular
no. 5 dated 16 May 2019, BRPD Circular no. 3 dated 21 April 2019, BRPD circular no. 1 dated 20
February 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. 19 dated 27
December 2012 and BRPD circular no. 05 dated 29 May 2013, a general provision at 0.25% to 5%
under different categories of unclassified loans (standard/ SMA loans) should be maintained regardless
of objective evidence of impairment. Specific provision for sub-standard loans, doubtful loans and bad
losses should be provided at 20%, 50% and 100% respectively for loans and advances depending on
the duration of overdue. Also, a general provision at 1% should be provided for all off-balance sheet
exposures. Such provision policies are not specifically in line with those prescribed by IFRS 9.

Other comprehensive income:

IFRS: As per IAS I Presentation of Financial Statement, other comprehensive income (OCI) is a
component of financial statements or the elements of other comprehensive income are to be included in
a Single Comprehensive Income Statement.

Bangladesh Bank: Bangladesh bank has issued templates for financial statements through BRPD
circular 14 dated 25 June 2003. The templates of financial statements issued by Bangladesh Bank do
not include OCI nor are the elements of OCI allowed to be included in a single comprehensive income
statement. As such the Bank does not prepare an OCI statement. However, the elements of OCI, if any,
are shown in the statement of changes in equity.

Financial instruments presentation & disclosure:

In several cases Bangladesh Bank guidelines categorize, recognize, measure and present financial
instruments differently from those prescribed in FFRS 9. As such some disclosures and presentation
requirements of JAS 32 Financial Instruments Presentation and IFRS 7 Financial Instruments Disclosures
cannot be made in the financial statements.

Repo& reverse repo transactions:

IFRS: When an entity sells a financial asset and simultaneocusly enter into an agreement to repurchase
the assets (or a similar assets) at a fixed price on a future date (repo or stock lending), the
arrangement is accounted for as a deposit, and the underlying assets continues to be recognized in the
entity’s financial statements. This transaction will be treated as lcan and the difference between selling
price and repurchased price will be treated as interest expenses. Same rule applies to the opposite side
of the transaction (reverse repo).

Bangladesh Bank: As per DOS Circular letter & dated 15 July 2010 and DOS Circular letter 2, dated 23
January 2013, when a bank sells a financial asset and simultaneously enter into an agreement tc
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repurchase the assets (or a similar assets) 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 derecognized in
the seller’s bocks and recognized in the buyer’s book.

Financial guarantee:

IFRS: As per [FRS 9, financial guarantees are contracts that require an entity to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fail to make payment
when due in accordance with the terms of debt instruments. Financial guarantee liabilities are
recognized initially at their fair value and the initial fair value is amortized over the life of the financial
guarantee. The financial guarantee liability is subsequently measured at the higher of the amount of
loss allowance for expected credit losses as per impairment requirement and the amount initially
recognized less, income recognized in accordance with the principles of IFRS 15. Financial guarantee is
included within other liability.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003 financial guarantee such as letter
of credit, letter of guarantee etc. will be treated as off-balance sheet items.

Cash & cash equivalent:

IFRS: As per IAS7 Statement of Cash Flows, cash comprises cash on hand and demand deposits and
cash equivalents are short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to insignificant risk of changes in value. Cash and cash
equivalent items should be reported as cash items.

Bangladesh Bank: Some cash and cash equivalent items such as "money at call on short notice” is
shown as main item in the face of the balance sheet and the treasury bills, prize bonds are not shown
as cash and cash equivalent items rather are shown as investments in the financial statements.
Recognition of interest in suspense:

IFRS: Loans and advances to customers are generally classified at amartized cost as per IFRS 9 and
interest income is recagnized by using the effective interest rate method to the gross carrying amount
over the term of the Ipan. Once a loan subsequently become credit-impaired, the entity shall apply the
effective interest rate to the amortized cost of these loans and advances.

Bangladesh Bank: As per BRPD circular letter no 14, dated 23 September 2012, once a loan is
classified, interest on such loan are not allowed to be recognized as income, rather the corresponding

amount needs to be credited to interest suspense account which is presented as liability in the balance
sheet.

Non-banking assets:

IFRS: No indication of non-banking assets is found in any /FRS or IAS.

Bangladesh Bank: As per BRPD 14 dated 25 June 2003, there exists a separate balance sheet item
named as "Non-banking assets”.

Cash flow statement:

IFRS: The cash flow statement can be prepared using either the direct method or the indirect method.
The presentation is selected to present those cash flows in a manner that is most appropriate for the
business or industry. The method selected should be applied consistently.

Bangladesh Bank: As per BRPD circular 14 dated 25 June 2003, cash flow statement is a mixture of
direct and indirect method.

Balance with Bangladesh Bank (cash reserve requirement):

IFRS: Balance with Bangladesh Bank maintained for CRR purpose should be treated as other assets as
it is not available for use in day to day operaticns of the entity as per JAS 7 Statement of Cash Flows.
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Bangladesh Bank: As per BRPD 14 dated 25 June 2003, balance with Bangladesh bank is treated as
“Cash and cash equivalent”.

m) Presentation of intangible assets:

IFRS: Intangible assets must be identified, recognized and presented in the face of the balance sheet
and disclosure must be given as per JAS 38 Intangible Assets.

Bangladesh Bank: As per BRPD 14 dated 25 June 2003, there is no regulation on intangible assets.
n) Off-balance sheet items:

IFRS: There is no concept of off-balance sheet items in any IFRS; hence there is no requirement of
disclosure of off-balance sheet items.

Bangladesh Bank: As per BRPD 14 dated 25 June 2003, off-balance sheet items (e.q. letter of credit,
letter of guarantee etc.) must be disclosed separately in the face of the Balance Sheet.

0) Loans & advances / investments net off provision:
IFRS: Loans & advances / investments should be presented by netting off provision.
Bangladesh Bank: As per BRPD 14 dated 25 June 2003, provision on loans and advances /
investments is presented separately as liability and cannot be netted off against loans and advances /
investments.

pP) Recognition of derivatives:
IFRS: As per JAS 39, all derivatives including forward contracts are initially recognized at fair value (as
measured in accordance with JFRS 13) which is generally the transaction price. Subseguent to initial
recognition, derivatives are classified as “fair value through profit & loss” and changes in fair value are

recognized in profit and loss account.

Bangladesh Bank: As per BRPD Circular Letter no 14, dated 25 June 2003, derivative contracts are
disclosed outside of balance sheet exposures.
2.02 Estimates and judgments
The preparation of the financial statements of the Bank in conformity with IFRSs require management to
make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amount 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 recognized in the period in which the estimate is revised and in any future period affected.

Key estimates are made for loan loss provision, provision for current and deferred tax.

2.03 Going Concern
The financial statements, namely Balance Sheet, Profit & Loss Account, Cash Flow Statement, Statement of
Changes in Equity, Liquidity Statement and relevant notes and disclosure thereto, have been prepared on
going concern basis under historical cost convention, and in accordance with First Schedule of the Bank
Companies Act 1991 (amended 2013), amended by BRPD circular no. 14 dated 25 June 2003.

2.04 Basis of measurement:

The financial statements of the Bank have been prepared on the basis of historical cost except for the
following:

14

@ bakertilly

METWORK MEMBER



ACNABIN

Chartered Accountants

i) The Government treasury bills & bonds designated as “Held for Trading (HFT)” at market value using
mark to market concept with gain credited to revaluation reserve account as per DOS circular letter no.
05 dated 26 May 2008 and DOS circular letter no. 05 dated 28 January 2009;

ii) The Government treasury bills & bonds designated as "Held to Maturity (HTM)” at amortized cost using
effective interest rate as per DOS circular letter no. 05 dated 26 May 2008 and DOS circular letter no.
05 dated 28 January 2009.

Value of investments has been enumerated as follows:

! Items Applicable accounting value
| Government treasury bills-HTM Amortized value
| Government treasury bills-HFT o Market value
Government treasury bonds-HTM Amortized value
Government treasury bonds-HFT Market value
Prize bond At cost |

2.05 Branch consolidation

The Bank is working in Bangladesh as a foreign branch of National Bank of Pakistan, incorporated in
Pakistan and does not have any subsidiaries in Bangladesh; as such IFRS 10 “Consolidated Financial
Statemenis”does not have any impact in these financial statements. To have an overall financial position in
a single set of financial statements of Bangladesh operations, consolidated record for the statement of
affairs and income and expenditure of the branches were maintained at the Controlling Office, 80 Gulshan
Avenue, Dhaka of the Bank based on which these financial statements have been prepared.

2.06 Functional and presentation currency

The financial statements of the Bank have been presented in Bangladeshi Taka (BDT) which is the Bank's
functional currency. All financial information presented in Taka has been rounded off to the nearest integer,
except when ctherwise indicated.

2.07 Foreign currency transaction:

Foreign currency transactions are converted into equivalent Taka using the ruling exchange rates on the
dates of respective transactions as per JAS 21 "The Effects of Changes in Foreign Exchange Rates'. Foreign
currencies balances held in USD are converted into Taka at mid-rate of the bank on the closing date of every
week and con the reporting date.

(a) Foreign currency transactions are converted into Taka currency at the exchange rates prevailed on the
dates of such transacticns.

(b) Assets and liabilities outstanding on 31 December 2021 in foreign currency have been converted into
Taka currency at the following rates:

Country Currency Mid-rate (Equivalent Taka)
U.S. A UsD 1 85.350
ACU Dollar usD 1 85.350
U. K GBP 1 115.154 |
JAPAN JPY 1 0.772
EUROPE EURO 1 96.591

Gains and losses of transactions are dealt with through exchange account in profit and loss account
except balance held with Bangladesh Bank in foreign currency against “Capital Fund”.

2.08 Loans & advances

a) Loans and advances have been stated at gross value as per requirements of the Banking Companies
Act, 1991 amended up to 2013.
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