B4

DHAKA SUNDAY MAY 7, 2023, BAISHAKH 24, }flSO BS
@he Baily Star

e oW
N
.\\\ -\\\‘ \1"\“
<
\\ oA
Q\‘." Q{\“ .
Qi
&) Losms and advanceslimestments are weitien-off when there is no reafislic progpect of recovery of these amounts 2,51 Mon controlling interest in subsidiaries A thorough assessment is done befose sanchion of any credit fadlity at Credit Risk Management Unit. The rsk sssessment
and in aocordance with BAP0 circuiar NouDL (06 Februnry 2009), BAPD circular MoUL3 (07 November 2013) and BRPD Hon-controliing nberest in busness is an accountng concept that mfers to the portion of a subsidiary corparation’s stock inchadhes bormowes risk anslys, financiol aneabysiy, industry anabmsts, hestorical performance of te custome—, security of the
circular fsg2 (13 January 2003). Thess wrte-ofls however will not undarming/affect tha claim amount against the that k= not owned by the parent corparation. The magritude of the non-tontroling interes in the subsidary ompany |5 proposed credit faciity, etc, The assessment process af Head Office starts at Conporate Division by the Relationship
borrowers. Detgiled memarandum recoros for &8 Such wiite off sccounts &re metitulousty maintainsd and fallowsd ahwiys less then 50% of outstanding sharss, else-the corporation would cense to be p subsidiary of the parent. Non- Manager | Oficer and ends & Credid, Risk Managemsnl Unit when Il is agprowed [ declined by the competant authorily
up. contralling imterest belongs to othar imeestors and is neported on the consolidated balance sheet of the owning company to Credit approval authorty has been delegoted to the indiidial sxecutives, Proposals beyond their delegation an approved
f)  Amounts receivable on credit cards are included in |oans and advances to customers at the amourts expected to be raflect the caim on assits belonging &0 other, nan-tantrotling sharshalders. [ daclined by the Exaculve Commiten and [ or the Mansgemant of the Bank. Concentration of credil risk & shown In
rucavarad, Bisa, ron-controliing intevest is reported on the consolidated profit and loss acoount a5 o share of profit belenging to non- note -Ta. 4.
223 Investments g e In determining Single bormower [ Large loan limit, the nstructions of Bangladesh Bank are sticlly followed. Intemal sudit
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Al Investment securities ane initially recognized at cost, beng fair value of the consigeration given, including acguisition
charges sssodated with the investment. Premiums are amortized and discounts scoredited, Sing the effective yield
mekhod are taken to discount: fncome, The valuation method of imvestments used ane:

Hold to maturity (HTM)

Trvestmants which have Tiked or determinabie paymants’, and are iMended 1o e hald o » CRNES than thnse that
meat the definiticn of neld at amortized cost-others' are classified as held o maturity. Investment (HTM) is shown in the
financial Siatements at oo price.

Held for trading (HFT)

Investirains cassfad in this category are aoquired principelly for the purpose of slling or mepurchasing -in shor-trading
o if desigrated 0s such by the mansgement. After initinl recognition, investrents ane mensured o market value snd any
changa in the market value is recognized in the profit and loss accourk for the pariod n which & arises. These imestments
are subsequently revalued at current market value on & weskly basis as per Bangladesh Bank Guideline, Revaluation gain
‘s been shown in the revaluaticn reserve acoourt B revaluation loss has been shown in Profit & Loss acoount.

Valus of rvestments has been enumerated as - follows ;

_|Applicable accounting value
valis

I listind
These securities are bought and held primarily for the purpose of seling them in futwre, or beld for dividend income.
The=n arn repored ot cost, Unroadensd gaing ane not meognised in the profit and Inss accnunt. Buk provisian for diminution
in value of the nvestment 15 provided in the financial statements where markel price is below the cost price of
irvastrments as per Bangladesh Bank guidsline (mote-14a).
Investment in unguobed securities
Imvestment in unisted securites s repomed 3t cost unoer oost method. Adjustment is gven for any shortage of book
valle over oot Tor determining the carrying smaunt of Imestment in uiksted seciiities.
Investments in subsidiary
Investment in subsidiares is sccounted for under the cost method of accoumting in the Bank's financeal stalemants in
sorondance with the I85-27, Accordingly, imastments in subshiianes are stated in the Bani's balance sheet at oost.
Proparty, Eand squipmant
Pmrn'ty,‘ t B equipment are recogrized If It i probabie thot future eronomic benefits associnted with the nsaets will
figwi to the Bank and the cost of the assets can ba reliably measured.

2} All fixed nssets are stated at cost/revaiued amount less sccurmulated depreciation as per 1AS-16 " Property, Pant and
Equipment”. The cost of acquision of Bn aoset comprises s purchase prce and Bny directly atmibuteble cost of
Lringing the assat o ks wridng condition Tor fs intended wse Inchasve of iwand freight, dutles and noerelundatie
s,

b)  The Bank recognires, in the mying amount of an kem of proparty, pant and equipment, the cost of repladng part
of such an item when that cost is incurred i it & probable that the future etonomic benefits embodied with the item
will flow o the Compamy and the cost of e fiem can be measured refiably. Exponditure infurred after the assets
have Bbeen put into operation, such as mepaiss and mainkanance, is normally changed off a5 revenue expanditers in
the period in whidh it & incurred,

c)  Reveluabion of Lend and Buikding: As per Intemational Accounting Slenderd (1AS-16) revaluation should be made
with sufficient reguiatony compliance o ensure that the carmying amaunt deas nat differ materally from that which
wisld be determined using the fair value at the end of the reporting period, The fair vahss of Land ard Buidings &
usually determined from market-based evidence by an appralss that s normaly undertaken by professionaiy
qualified Vakaers. Such revaluation regerves are transfermed to retalned eamings at the time of disposal/adjustmant
af U= relevent agsels.

d)  Dapraciation i changed for the year at the folowing rates on reducng balance method on all fived assats other than
vehicles and all fixed ssets of ATM melsted on which straght fine depredigbion method i followed and no
depreciation is changed on land:

Rata
_ il
]
1
2%
fdures (ATM)_ =, .
Office equipment (ATH) i)

o} For additions during the year, depredation is chargod from the date of recognition o remaining days of the yoar and
for dizposal depracstion i charged up to the date of dsposal.

f}  On disposal of fixed assets, the cost pnd acoumulsted deprediation are efiminated from the fieed assets schedule and
gain ar knes on such dispeal i refomed In the profit and kas aecount, which i detormined with referanen to the net
ook value af the assets and net sale proceeds.

g)  Bormowing cosls thal s dinectly atisbotabie (o the scquisition, construction or praduction of & quakfying el are
raiitalired = part of the oost of the asset as per TAS-73.

Inangibla assaets
a)  Aninmenghble asset s recognized IF & & probable that the fubure sconomic benafits that are ttibutatle to the asset
il fiow o the entity and the cost of the assets cn be messured melisbly,

h) Softwere represants the velue of computer application software censed for (== of the fank, other than saftware
applied to the operation software system of computers. [ntangible assets ane camied ot &5 coet, less aooumEsted
amortization and any Impairment ingses.

Tnitial ot comprises (icense fees peid &t the time of purchase and othes directly attributabe expendiune that ane
incurred in customizing the softwane for s ntended wse.

c] Ewpenditure incurned on software s capitalized onty when & enhanoes and miends the economic benefits of
computer software beyond their orgingl specficatons and lives and such cost is r o &a capital impr Wt
-and added Lo the originel cosl of soflware.

dj Software i smortized using the straight ine method aver the estimated weful |Ife of 10 (ten) years commending
from the date of the applicatian. Softwie &= avafiable for Use over its useful econamic [ifie.

Tmpalrment of Assete:

The Bark assessss at the end of sach reporting period or mons frequently T events or changes jn Groamstances |ndicste
thak the camyng valoe of an asset mey be impaired, whether there is any indication that an asset may be impaired. If any
such indication exits, or when a0 armual Impairment lesting for an assel s equired, the bank makes @n estmate of the
assel’s recoverAlle Amount, When the carrying amount of an asiet or cash-generating unit ceeds its recoverabe
amournt, the asset or cash-generating unit is considened s impaired and is written down to s recoverabde amount by
detsring 1o the proft & loss sccount.

Flxexd 2ooets are reviewsd foe impalrment whenever svents or charpes i the draumstances indicats that the carmying
amount of an asset may be impaired,

Oither assets

Cither assets include all balanco sheet accounts not covened specificaliy in othar aras of the supervisory acthty and such
Jccounts may be quite irsigrificant |n the sverall inandal condition of the Bank.

Securities purchased under re-sale agreement.

Securities punchesed uder re-sale agresments ane treated as collatersbeed lending and recorded at the considerstion pakd
and inferest accrued therson. The amount kent is shown as an saset efther 3 Inans and advancss to customens or foans to
ather banks,

The differance Derween punchase price and re-sale price is treated as interest received and accrued evenly over the life of
Rispo agrassmant,

Receivables

Recenvables ane recognired when there i & contractual ight to recesve cath or Bhother financisl Esset from another ntity.

Lensing

TFRS 16 Leases, defines & Base 63 A contract, or part of & contract, that conveys the rght 10 use &, Asset for & peniod of
timmea In exxchange for consideration”, In order for such & contract to exist the user of the asset needs to have the right to:

- obian substantially all the economic benefits from the use of asset (ideniifiable assel)

= direct the use of asset

The Bank as a Lessor (Naba 7a.2)

Amount due fram lessees under fnance |sases are recorded a8 recevables at the smount of the Bark's net inwestrment in
he leases [nobe-7a.2). Finance lease income & allocated to accounting penads 503s to efect a onstant periodic rate of
return on the Bank's net investment outstanding in respect of the keases.

The Bank a5 a lessee (Note 9.a)
For any nesw conlracis entersd into on ar alter 1 Jsnuary- 3019, the Bank considers whather & contract |5, or contams a

learse, A lepse i defined a3 "o contract, or part of 4 cantract, thet convesys the right to uss an amet (the undertying aset)
for 3 period of time In exchange for consideration”. To apply this definition the Sank assesses whether the contract mests
ety ki evaluatans which are whethar:

« thi: contract contains an idendifiod asse, which 15 either explicity ideniffied in the canfract or (mplcitly spacfiod by heing
identified ot the time the aset is made available to the Bank

» the Bark has the nght to obiain substantially all of the economic benefits from use of the identified ssset throughout the
pefiod of uss, considering it rights within the defined scope of the contract the Bank has the right to direct the use of the
identified asset throughout the period of use. The Bank assesses whither [t has the mght to direct ‘how and for wht
purposy’ the asset & weed throughout the period of e,

Maasurement and recognition of leases a5 3 lessee

At |leose commencement dats, the Bank recognizes o right-of-use asset and o lesse Fability on the balance sheet, The
right-af-use agset s measurcd ot oost, which i made up of the intial measurement of the lease dabity, ary initlal divect
costs incurred by the Bark, an estimate of any costs to dsmantis and emoe the asset at the end of the Base, and any
lease payments made in sdvance of the kease commencement date (net of any incentives received),

The Bank depreciates the right-of-use assrs on & sraight-ine basis over the remaining ussful life of the aset. The Bank
also assesces the sight-of-use asset for impatrment when such indcatons et

ML the commencement dals, the Bank measures the lesse fabilty &b the present velee of (he lease peyments unpsid &t
that date; disoourted wsing the interest rate mmplick: in the tease if that mte s reacly avalable o the Bank's ncremental
borrowing rate.

Lesse peyments incleded in the messuniment of U Mase lability are made up of lxed payments (indkuding i substance
fiond}, amounts. sgpected to be payable under a residual value guarantes and payments arising from opbions reasonably
certain o be exencied.

Subsaquent to initial messurement, the lsbiity is reduced for peyments made and increased for interest. 1L is remassuned
o refiact any reassessment or modéication, or f there are changes in in-substance fived payments.

‘When tha kease Bability s remeasured, the comesponding adjustment |5 reflecied I the dght-of use asset, o prft and
los if the right-of-use ssset i already reduced o rero,

The Gank has elected o sooount for short-mom lesses and lesses of low-value assets using the practcal expadients.
Instead of resognizing o right-of-use ssset and hesse: liabiity, the payments in relation bo these s neognized s an
expenss in profit and less account on 2 straight-line basis over the lease term.

On the balance sheet, nght-of-use amels have been induded in property, plant ard equiprment and foose ebilibes: have
been incudad in other Babilites,

Mon-banking assets

Nor-banking aieets are aoquiresd on account of the falluse of & bommower to repay the loan on time afer recetving the
decree from the Cowt reganding the mght and title of the mortgape property. The Bank has been owaded awnershin of
tha mortgage propartes according to tha vandict of the Honorabia Cowrt in accordance with the section 33 (7) of "Artharn
Adalat-F003", The value of Non-banking Asssi= has been determinsd and reponed in thé nancisl statements o the bass
of the vakmtion report of an independent valuer, details of which is presented in note-11.

Raconcillation of Inter-hank and Inter-branch account

Accounts with regard o inter-bank (in Bangladesh and outsde Bangladesh) are reconciled regularly and there ame no
matenal differencas which may affect the financal statements significantly, Lin-recnneclled entries [ halances in the case of
inter-branch transactions &3 on the reporting date are not mistesial.

Shars Cagital
Ordinary shares are classPed e equity when thers i no eontroctisl obilgation to transfier cash ar other inoncial aasets.

Authorized Capital
Authorized mpital & the mazimum amourt of shae capital that the Bank s authorzed by its Memoandum snd Artides of
Association. Details are shown in note 15.1.

Paid up Capital

huﬁmmmmmmdmmmﬁlmmmm in full by the ordinary shaneholders,
Haolders af ardingry shares anre entited 1o roocdve dividonds as doclared frem Ome o time 2nd ane entitied o voie 3t
sharehoicers' meatings. In the event of & windingeup of the Bank, ordnpry sharehoiders are ranked afer sf other
sharehciders and creditors and e fully entitled to any' mesidual procoeds of liguidation, Details e shown in note 18.2.

Statutory reserve

The Bark (s required to transfer st least 20% of its profit before 18x to the Statutory Ressmve in accordance wilh provisions.
of section 34 of the Banking Companies Act, 1991, This |5 mandatory untll such reserve s egual to the pald-up coplind
together with amount iR the share premiim Becauns.

RevaluRtion resene

When én Bsset's cairying amount & [noreased as & resull of revalustion, the increased amount should be credited directly’
b equity under the hoad of the revaluation surphs | rescrve 85 por 145-16: “Proporty, Flant ond Equipment’. The Bank
revaluad it land and buildings during tha year 2008, 2003 & 2022 which are absolutely owned by tha Bank and tho
Increased amount was transfiermed to revalustion neserve sccount sccondingly, The tax effedts on revaluation pain s
measured and recognized in the finanaal staterments as per LAS-12: Income Tmes,
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a) Prime Bank Sub-ordinated Bond-2

Prime Bank subordinated bond-2 was lssued on Februsry 19, 2015 after obtaining approval from Bangladesh Seourides &
Commission and Banpladesh Bank vidia their letter BSEC/CI/TS- 16/2014/735 dated Detober 79, 2014 and B3P0

{BFIS) BA1/148 [F)/2014-B043 dated Decamber 18, 214 respectively. The bond bears interest with floating rate payabla

semi-arnually on 187 February and 18" August each year. Flaating rate ks determined by cakulating a banchmark rate Le.

pear banks’ most ot averape FOR rate and 2.75% margin with a floor at 11.50% and capped at 14.00% pa.

b} Prime Bank Sub-ordinated Bond-3

Prime Bank subardinated bond-3 wes Ssued on August 12, 2018 after obtaining approval from Bangladesh Securites &
Exchange Commissan and Bangladesh Bank vide their ketter BSEC/CLDS-16/2014/230 dabed April 03, 2014 and BAFD
(BFIS) BSL/148 (P)2018-3296 dated May 22, 2018 respectively, The bond bears interest with floating rate payable semi-

arnually on 12 August and 12 February sach year. Fioating rate is determined by calculating & benchmark rate |2, peer
banks' most recent average FDA rate and 2.00% mangin with a floor at 7.00% and capped at 10.50% p.a,

Share pramlum

Share pramium i3 the capital that the Bank rasas upon issuing shares Hat is in excess of the nominal vale of the shares,

The share premium may be applod by the Bank in paying up unissued shares to be allobted to-members as fully pasd
bonus shares or writing-off the praliménany expenses of the Bank or the exenses of or the commission paid or discount
alloved on, aity Bswe of shsres or debentwies of the Bank of In providing for the premium payvable on the redemption of
Ay redepmable preference sares or of phy debertures of the Bank s per the proviion of sechion 57 of the Companies
At 1994, Share premism was shown in accounts after dacuction of income @ @& 3% on share premium as per finance
Act-J010,

Cantingent liabilitles

A contngent liabibty is -

A posible obiigation that arises from past events and the exasience of which will be confirmed only by the conermenos or
nor-Ecurmende of ong o Mo uncertaln fulune ewnts not wholly within the contral of the Bank; o

A prosant ohligatian that arses fmm past avonts but is not mongnized becase:
a) it &5 not probable that an outflow of resources embodying economic benefits will be required to settle the obiligation; or

blhmd hmammhmwmmmﬂlhm
but in the financal statements unless the possitiity of an outflow of
mmmwmmmmmm cstmated.

Contingent assets are ot recognized in the fnandal stotements s this may result in recogrion of Income which may
never be reglzed.

Deposits and other aocounts

Deposits by customers and banks are recogrized when the Bank enters mbo contractusl provisans af the armangements
with the counterparties; which is genorally on trade date, and initialty messured at te consideration received,
Barrowings from other banks, financial institutions amd agents

Bormowed funds indlude call money depcsils, borowings, refirance borrowings @nd ather Levm bormwings Trom banks,
fimancind institutions and agents. These ane stated in the belance sheet ot amounts payable, Interest paid [ payabie on
these bormewings is charged 1o the profil & ious sccunt.

Disclo=ures of borrowings against Repo are shown in notes- 62,7 to 6a.8 and 47

Basis for valuation of Nabilities and provisions

Provision for current taxation

Prodsion far currant e for the yaac has baen made based on taz rates and fae lws which are enacted at the reparting
date, induding any adiustment for tax pavable in previous periods, Provison for current: income tox has been made 8
37.5% on the taxnble business income, @ 20% on taxndle dividond incomea and & 1% on mealized goin on trading of
shares, as prescribed In the Finance Ad 2022,

Deferred taxation

Defermed 3 |5 acoourted for in accordance with 1AS 12 “Income Texes”, Deferred bod assets and Sabiity being
recognized within the Statement of Financial Positian, 185 12 defines o defermed taw linbifity as being the smount of
Ircarmee Lax pavable In futurd pariods, Deferrad tax I recognized on diferences betwan the camying smownts of asses
and fiabiities i the financisl statements and the cormesponding tax bases used in the computation of tExahle profit, and
are accounted for using the balence: sheel Rabilily method. Deferred Lax Kabililies are generally recognized for ol Laxable
temporary offerences and cefarred f=x assers are recognized to the extent that i is probable that fmeble profis will be
available agairnet which deductible temponny diferences, wnused Llax s of urssd L credils can b ubilloed, Such
emets and finbities are not retognized i the temporary difference arises from goodwill or from the initial recognition
{uither than in & businmess combination) of ather ssets and Rabilities n & transaction that affects neither the Leable pofit
ner ihe accouniing proff. Defarred ta assets and |isbilities are offset when there 5 3 legally enfirceabie right to set off
curent tax assels against curmend tax Babilites and when they relate o income taes |eviad by the same tasation
-authorty and the Company intends to settle its curnent tax assets and labilites on a net basis,

Banafits to the amployess

Thiis bt accrued for e employees of 1be Bank a3 on regorting dale have been scounted for v eccrdance with U
prowisions of International Accounting Standard-19, “Employee Benefit®. Basts of enumerating ihe benefit schames
operated by the Bank are outlined balow;

a) Provident fund

Provident fund benefits ame given 1o the permanem empinees of the Bank in accordance with Bank's service nukes.
Accordingly, B trust deed apd provident furd rules were prepared. The Commisssoner of Incoms Tax, Taxes Zome=5,
Dinalea has approved the Provident Fund a5 2 recognized pravidant fund within the maaning of section 2(523, read with the
prinitsans of part - B af the First Schedule of Incoeme Tak Ondinbnce 15654, The recognitian took efect from July 07, 1987,
The Fund & opersted by o Boord of Trisbess consisting 3ix members (03 members from manogement and other 03
members fram the Board of Directoes) af the Senlc All confirmed emplovess of the Bank ere contributing 10% of ther
besic salary as subscrigtion to the Furel. The Bank alse contributes equal amount of the employees’ cantribution. Inkerest
eamied from the nvestments Is credited o the memibers' socount on yeary basis,

Fimanclal Reporting Councll (FRC) guided 10 comply with. saction 263 of the Labor Rules 2005 and for necessary
amendments in the Empioyess’ Provident Fund Rules. On this, the Bank has obtoined o legal opinion who suggested
Ngcessary amendments of the Fund Rules 1o comply with the guidance of the FRC and with the view 1o that an expert has
further heen appointed by the bank to make the lewiul possiie amendments iy the aboee Aules incuding abtzining
necessary regulatony aopioval.

b) Gratulty fund

Ther fiank oparabas & funded gratulty schame on "Cantinuing Fund Basie”, In mapact of which provisian & made rgularly
according to the recommiendation of Actuarial which i covering all s permanent eligibla employges in accordance with
Bank Serdec Rufes. The Sccond Secretnry (Tax Exemption), Nationst Board of Rivenus, Ssqun Bagicha, Dhakn has
approved the Prime Bank Limted Employess’ Gatwly Fund a5 a3 ecognized Gratusty Fund (Letter Ref ro,
08, 01.0000,035.02.0016,2013/217, dated X2/07/2003) within tho meaning of Para 2,3 & 4, read wah the provisions: of
Part - Cof the First Schedule o Income Tax Ordinance 1984, The itiort took affect from July 22, 2013, The Fund is
operated by 3 Board of Trustess corslsting Sy mesmbers (03 members froem the Boand of Directon and other (3 members
from management) of the Bank. Actuary valuation of gratuity scheme has been made based on the date of 31 Decernber
2021 and which is offected from 00 January 2022 to assess the adeguacy of the liabilites provided for the scheme as per
1AS-18 "Employees Benefit

Other lmbilities

Orther liabdities comprise items such as provision for ioens and advancesfinvestments, provision for taxstion, interest
payable, inlerest suspeee, occrued eoeerses, obligetion under finom lease stc, Other lebililies e recognid in the
balance: sheer acoarding to the guidelines of Bangladesh Bank, Income Tax Ordinance 1564, Intemational Accounting
Standards and Intermal policy of Hhe Bank

Provisien for liabilites

A provision & recogrized in the balance shest when 1he Bank fas begal or constructive obligation a5 & reult of a past
event and I is probabie that an cutfiow of economic benefit will be required to ssttle the obligations, in socsedance: with
the 1AS 37 ‘Provisions, Contingent Liablities and Contingent Assats”,

Prowision for Off-balance sheet exposures

Oft-balanca shest fems have been dicicsed under contingsnt liabifties and other commitments as per Bangladash Bank
guideknes. Banks are required to maln@in against Off-balance sheet terrs as per BRPD Crulae 2 14, dated
September 23, 2012 and BRPD Croular # 07 deted June 21, 2018,

Prowision for nostro acoounts

As per instructions: contained in the droutar letter ro. FEPO (FEMO) [/ 01 |} 005-677 daled 13 September 2005 issued by

anlmemmumnmmd [Bank, provision |5 tm be maintained for the un-remndled debit balance
tham 3 months as on the reporting date of these financiats. Sinca there are no unreconcled entries

mmammmm]mmmmuwmmm

Provision for rebate to good borrower

As par BRPD Gircutar No. 05, dated 19 March 2015 and BRPD Circular Letter No, 03, dated 16 February 2016 tsswed by

Bangladesh Bank are sauirsd to provide 10% rohate an the Intorest cased from "Good Borrowers” sublert i same

quaiifying oriteria, Subssquently, Bangladesh Bank susd ancther BRPD circuler Mo, 14 dated 18 June 2020 and withdiew

the prosdsicn of mandatory payment of good borrowers' Inconthve aftor 30 Sopromber 2019,

Start Up Fund

SMESPD (SME and Spedal Programs Degartment) Ciroular Mo, 05 (26 April 2021) issued by Bangladesh Bank, knstructs
[Barics [0 maintain 4 St Up Fund” by transfering 1% monsy from yeary tet profl.

Revenue

Intersst income {Conventional Banking)

Interest nocome 5 recognized on acorual bass. Inkerest on undiassifed lans and edvances are calouated at the
prescribed rates to be taken inlg incore Interest & ased 10 be taken no income whean such loans and advances are
marked o5 cinssified a3 per oiferia prescribed by the Bangiadesh Bank. Tt s then kept in interest susperse account,
Wmdﬂdamwumﬂhmaﬂmptm

Profit on (Islamic
mmpmhmhﬂmlﬂnhmnmuﬂpmpuﬂmbmpmﬁtmﬂvﬂkmm Overdise charge |
compansation on dassifted investments is ransfermed to compensation suspense acoount instead of Income acoount.
Investmaent income (Conventional Banking Branches)

Tt incorme on nvesiments & recogriized dn scoual basis, Capite! gain on investments in shares 15 sk induded in
iwestment income, Capital gain (s recognized when & is reatized.

Pt and commission Incomea

Foet and commisthon ncome adsing on services prosdded by the Bank are recognized when thase are rosllaod,

Commission charged o customers on letters of credit and letters of gunrantes s credited to incoms ot the time of
trargactions belng recorded in the books of sooounts,

Dividend income on shares
Dividen Inenme an shares & recogrized during the pariad when right to recebve s asabished
Interest paid and othar (= B. ]

In terms of the provisions of 145-1 "Presentation of Fnanclal Statements” interest and other espenses are recognized an
arenual basis,

Profil paid on deposits (Islamic Banking Branchies)
Profit paid o mudarata depostons is recopnized on acorusl basis as per provisional @Ete.

Dividend payments
Interm dividend is recogrized when recommended by the Board of Directors. Finad dividend i recognined when it is
approved by the shareholders,

The praposed dividend for Ehe yiar 2022 a6 not been recognized s a llabilty In e Dalance shet b accordance with the
TAS-10 : Eventn After the Reporting Pericd.

Déviddend payable to the Bank's shanehalders is recngnived s a lability and deducted from the sharsholdens’ equity in the
periad In wiich the sharehoiders’ right to recelve payment [s establiched.

Risk managament

Rigk is inherert to the banking business and Bank adds sharehoiders value by convesting oppartunities into profit. The
Barik gunluntes s apportunities: in tertes of dsk-rmwand eintionship. The dsks that ors Baken by tha Bank are easonabie,
controlied, within is Rnandal resources and credit competence.

Tn Primee Bk, risk is managed through a diear organinational structure, risk management and monitoring process that are
chosely aligned with the acthities of the Bank's sk managemint policy and process e well &5 in fne with U guidelines
peovided by the country's Central Bank, Bangladesh Rank.

The Bank's risk management policy and process ame composed with all the strechure, poldes, process and strotegies
within th Bank g0 that it doet fob ennflics with other risk management policies.

Thes essenitial slements of an effective risk managemsnt framevonk s

1. Oearly defined robes and responsibilites to avold confiict of interest betwean business §nes.

4. Developang & sk culture whene everyons will understand the impace of nsk befone mking any business decsion

1. Robust rek mensgement Bnd governence by the boasd for understarding the risks teken by the Bank far safety and
potectan of the asoets,

Core risk management
BRFD dircular o, |7 dated 07 Dotober 2003 and BRPD dreular no. 04 datad 05 Manch 2007 reguing banks 1o put in place
&n effective risk management system. The risk management system of the Bank covers the foliowing risk oress.

Credit risk

Tt arises. mainky from lending, trace fnancs, leasing and tressury businesses. This cen be desoibed as potentisl loss
attsing from the falure of a counter party to perfoem s per contrachial agresment with the Bank. The fallure may resul
from the wnwillingness of the counter party or decline in Ris / her financial condition. Therefore, the Sank's oredit risk
management acthdities have hoen desgned to addmss ol these Issues.

The Bank has ssgregated dutes of the officers | exscutives imvolved in credit ralsted sctivitess. A s=parats Corpomts
Devisior has been formed sl Hesd Odfice which is enbrsted with the duties of mainlainng elfecive relationship with the
customers, marketing of adt produds, esplonng new  business jes, eir. Moregver, credit approval,
admintstration, monodng and recoveny Tunclions have been segregated, For this purpose, Uvee separate unils have been
formed within the credit division, Thess are (a) Credit Risk Marsgement Lni (b) Oredit Adminstration Unit and (c) Credit
Monitoring and Recowery Unit. Credit Risk Management Unit i entrusted with the dutes of mainaining asset quality,
assassing risk in lending o 8 partcular customer, sanctioning cred, formiulating policy |/ Hrinew far lending nperation,
the. Adegquate pravision has been made on dassified loans / mvestments is shown in
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is conchacted at periodical intervals to-ensure compliance of Bank's and Regulatory policies, Loans are classfied as per
Bangladesh Bank's guideines. Concentration of sngks Borrower | lirge lan Bmit i shown in note-7a.8.

Foralgn exchanga risk

Frreign swchange sk is the expoaune of on irstitution to the potential impoct of mavemants in fareign exchange rabe.
The risk is that adverse fluctustions in exchangs rates may resut in a loss n earnings. As per the gudelines of
Bangidesh Bank, Prime Bank Limited has developad a detalled Forsign Bxchange Risk Management palicy o minamize
gifferent types of risks assodisted with foreign exchange transactions. The Bank has also developed differant strategies tn
handic forsign cuchange rigk by sciting difforont types of imits and risk parometens to measore and monitor forcgn
exchanga risk exposure of the Bank.

The foreign ewchange desk af treasury division 15 Involved In foreign echange dealing activities with  different
ounterparts; the treasury back office is engaged in transfer of funds and passing of the: transacton entres in the books: of
aceounts, and the mid sMer is responsible for verification of the deals, AT fareign exchange trarssations po revalued at
marst rabe B per the directive of Bangladesh Bank, AN Nostro ACCOUMS 8re feconcied on & manthly bass and
outstanding entrics beyond 30 days am reviowed by the management for its soitiement.
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Bartks are wiposed bo this sevaral nsks wuch as Uiguidty Risk, Interest Rate Risk. Foreign Sxchange Risk, Credit Risk and
Operational Risk 2. Monitoring and controlling of these risks is viml to the survival of a finandal institution. Asset-Lishility
Management is & ool o oversee whether different balance sheel risks ane propery identified, appropriate polides and
proceduras are wall established o control and limit thase nsks,

Ass-Lishiiity Committes [ALO0) reviews courtry™s cversll sconomic posfion, the Bank's liquidity position, ey
performance rabios, nlenest rale risk, deposit snd advarce growth, cosl of deposil & yeeld on advences, deposil & lending
pricing streteqy and different forecasted balance sneet fsks of tha Bank.

Monay risk
Maney laundering |5 the generlc tem used 1n describe the process by which aiminals disgulse the original ownerehip and
control of the proceeds of orimingl conduct by making such proceeds appear to have derived from a legitimats source. TF
money |aundering s done succeasfully, € allows the ariminals to maintain cantrol aver tholr procoods and wtimatoly to
provide 3 legitimate caver for their sounce of come. Money laundening plays a fundamental role in facitating the
ambitiors of the drug trafficker, the torrortst, the organized criminal, the nsider dealer, the taw evader a5 wol as the
mary okthers who nied to avoid the attention of the authorities from the sudden weatth accumulabed by them  from
ilegal acthviies. By engaging In this type of acivity it & hoped i place the proceeds beyond the reach of any asset
Torfaiture laws,
Prime Rark Lid (PBL) has implemested an enfemrise-wide AML (Anti-Money Laundering) nnd CFT (Combating the
Finandng of Terorism) compllance program, which covers all the activides of the Bank and & reasonsbly designed to
comply with applicabile kws and reguiations. 1t is the policy of FBL. fo take ail raascaable and appropriate sleps to pravent
persons engaged in money taundering, fraud, or other financial crime, induding the financng of terrorists or lemorist
operatiars, from utizing PEL peoducts ond sendent PEL makes overy offt to remaln in full compliance with all
appicable AML and CFT l=ws, rulss and standards in the jurisdictions. in which it doss business.
In prder 1o fadiate compliance with AML and CFT requirements, PEL has appointed one of its Senior Ezecutives as the
CAMLCD {Chiaf Anti-Monay Landering Complance Officer] and a team of employees with experience on AML and OFT
requisements undor |ow, 3% well 25 money laundering detection and provention, m oversee PSL AML and CFT program.
PEL has developsd and implemented writtén AML and CFT polices, procedures, inlemal controls. and systems, which
Inciude: (but are not limited to) 2 oostomer identification program and procedures; procodures: tooollect and refresh, as
appropriate, Customer due diligenca information; proceseEs to DSBESE MiEK; Processes and SYSteTS to monitor oustomer
transactions and acthalles; processes and Systems to idently and report suspicous acthvitles; and, processes 10 kesp
required records. PBL ecucabes its all employees on AML snd CFT requirements and activities and aiso subjects its AML
and CFT program to reguisr independent testing. PEL cooparates fuly with law enforcement and regulatory investigatians
ard |nguiries In igentifying the criminals invaivad In Monay Laundenng and Terrorist Activibes/Financing.

| contrel & comgl risk
Irternal contral & fundamental k0 the swocesshl operation snd dey-to-day running of & business and it assists the Bank in
mchieving its business objectives. It sncompasses all controls incorporated imbo the strategic, govemance and management
processes, covering the Bank's entire range of activities and operations, and not just those directly relabed to financial
operations and reporting. 118 scope is not confined 1o thode nspects of & busness thet could broadly be defined ac
comglinnce matters, but extends abo to the performaence mpecs of o business,
Primy Bank Lid has avtalbiishad a System of Internal Control, which s dessgned to manage alf the risks of falure 0 4
reasonable level, schieve aims and ohjsctves/gosls of he Bank and this System provides ressonsble assurance of
effective B efficient operations covering 2 controls including financial & operational controls, rellability of the financial
Information, compiance with applicable laws & reguistons, adherence to management pofdes, safequarding of Ramics
Ansets, prevantion & detecthon of Traud B enors, and accuracy B completeness of the sccounting meconis.
The: Board of Direclors of Prime Bani, Lid regulerty reviewes the effectivenisy of intermal control process through its Audit
Commizes and Executive Commiee and the Awdit Committee plays an effactve role amongs: the Board of Dnectors,
Management, Shareholders, Deposilons and develops an eficent, powerful and a safo Banking System. The commilllee
nizo performs & very importart role for pubEshing Bank’s finencial stetements, developing an appropriste internal controd
gystam and mamleing an efféctive communication with nlemal and external Audiors 1 significantly contribules in
controfing and monitoring various risks factons that arise from the bisiness acthéties of the Bank, Board Audit Committes
reviews Lhe actions taken on ietemal wntrol |ssues dentified kn the reports prspared by the Intemal & External Auditors
and Reguistory Authorfties. It has active oversight on the: intermal audit’s ndependence, scope of work and mesources and
It alsey reviews: the functions of Internal Controd & Compliance Division of Head DMics, particularly the scope of the annuat
Aaiciit phan and frequency of the intemal sudit stivities,

Information and communication techhology

The: rapkd development of information and communication technologles: (1CTs} has effecthely facllitated In reorganizing
busingss procassas and stresmiining the pravision of its products and sendces in today’s dynamic hisiness ervironmaent.
Such adoption helps the Bank o develop and maintain competitive advantage for ensuring Bank’s pofabiity and
aurvivahiiity in the madet place. The competitive ndvantnge often brings o the Bank numerous benefits ncluding fost
basiness transactions, increasing automation of business processes; improved customer senvice, and provision of effective
dectsion suppart In & Hmely manner. However, the adoption of 10T appications has alsp brught angantztional risks
refated to ICT such s strobegic risk, fnancial risk, jonal risk and tech ical risk, Risk mar ploys a critical
ke [0 protecting the Bark's information assere. An effermve Hak MDNDgeMmant process |4 an Mpormnt companent af &
sucressiul IT securlty program. ICT risk management |s referred to as the essentlal process to ald enterprise achieving
"the now business changes, future investment i information techaology System, an incremsing [CT threats and an
incroasing dependence on delivering information in system”.

In arder ko minimize and contral these risks successfully, the Bank hay developed end mplemented TCT risk menagemen,
policies and strategies, strergthenad 1T seourity infrastruciure, aoguired centralzad real time sacurity monitonng system,
implemented centralized hardwarg gystem with high avatlability facilily and implemanted Disastes Recover Sile (DRS),
dugmmammmmmnmmmmmmmnmmmmdmmﬁmnm
Lasks.

Liquidity risk

The object: of liguidity risk management is to ensure that all foreseeable funding commitments and deposit withcawats
can be met when due, To thie énd, the Bank is maintaining a dversified and stabla funding base comprising of core retall
and corporats deposits and institutional balance (pote - 13a), Mansgement of liquidity and Turding & carmisd out by
Treasury Department under approved policy guidelines. Treasury front office (s supported by & very sbructured Mid affice
and Badk office. The Liguidéy management & monitored by Asset Lability Committee (ALOO) on a regular basis. A written
contingency plen i in plesce to manage exirerne situstion,

Markst risk
The exposurne of market risk of the Bani is restricted to foreign exchange risk, interest rate nek and equity risk.

Faralgn sxchange rick

Forsgn exchange risk is defined as.the patential change in eamings dus 1o change in market prices. The forsign exchange
risk of the Bank & minimal as most of the transactions are camied out on behalf of the customears against undartying LT
eommiEments and other emittance requrements,

Treasury Department independently conducts the transactions and the back office of treasury is responsibie for verlfication
of the deals Bnd passing of thair entries in the books of account. All forsgn exchange transactions are revalised ot Mark-to-
Market rate a5 determined by Bangladesh Bank at the month-end. All Nostro acoounts ane reconciled on a monthly basis
and autssanding entry bevond 30 days i reviewed by the managemant for its settlement. The position maintained by the
Bank at the end of day was within the stipulate i prescribed by the Bangladesh Bark,

Interest rate risk

Interest rate risk may anse-aither from trading portfiolio or non-trading portfoko. The trading portfolio of the Bank consists
of Governmint treacury bills of 28 days maturily, This short-lerm movemand In Inbivest rate & negligible o nll, Inbanest
Fate risk of non-trading business arees from mismatches hetwesn the future yisld of an swsst and its funding cost. Asset
Liability Committes {ALOD) monitars the interest rabe movemeant on a reguiar barsis,

Equity risk
Equity risk arises from movement in merket value of equities held, The risks are monitored by [nvestment Committse

under & wel| designed policy fremework. The market value of equities held wes, however, lower than the oot price at the
balance sheat date (Annexure-B),

Reputation risk arising from money lsundaring incidants

Money lundiring risk & difined as the foss of mputation and edpences Incurred a5 penalty Tor Defng negligent In
prevention of money lsundering. For mitigating the risks, the Bank has n designated Chief Complance Officer at Head
Office and Compliance” Officess at branches, who independenty redew the Tansactions of the accounts to verlfy
suspicious transactions, Manuaks for prevention of money lhundering have been estabiished and transaction prafile has
beeny introduced. Training ks continuously ghven to all category of Officers and Exccuthves. for deveioping awarcness and
M|hmmsmsmm.rhmm

Operational risk

Operational risk may anse from ermor and fraud due 1o Inck of internal control and compliance. Managemant through
Irternal Comired and Complianoe Division controls operational procedure of the Bank. Intermal Contol and Comgliance
Dewvimnn undertekes penodical and special sudit of the brenches ard divisions a5t the Head Office for revew of the
operation and comphance of stalulory requirements, The Audit Comimitiee of the Boand subsequently reviews the raports
of the Internal Controd and Complance Division,

Audit commities disclosuns

Aucfit Committee of the Board was formed and its roles and responsdilities were defined in line with Corporate
Govemance Code tssued by Bangladesh Securities and Ewchange Commission  (BSEC) widn BSEC natification
BSECICMRRCDY 2006158/ Admin/il dated 03 June 2018 and BRPD Circular na. 11 dated 27 October 2013 issued by
Bangladesh Bank. The cormnposition of the fudit Committes Mambers 8t the year-end & stated below:

::._ Name Status with Bank | StEtus with
] [Mr. Anwarudtin Chowdhury, FGA Indapuruent Cirocior | Chyirmgn
ii)_[Mr, Md. Noder Khan Director Memter
iii} [Mrs. Saima Mug Direclor Memiber
iy} |Dr. Sharif M, N, U, Biwyan. 1 Independent Cirectir | Member

During the year 2072, the Auit Committee of the Baand eonducted B [Eight) mestings in which the Impartant isuss were
dscussed | reviewed are presented in nobe no. 48.

Dl on Risk
The Risk Management Committes is oomgprised of 05 (Five) members from the Board of Directors in accordance with the

Bank Company (Amendment) Act 2003 ard it does comply with BRPD Circutar no. 11, dated 27 October 2013 and DOS

Circular no. 04, dated 08 October 2018, The composition of the Risk Management Committes at the year-ond & steted

beder:

) |Hama | Status with Bank | Status with

_[1_{Mr. Zosem Ahmed | Diractor Chairmnan

L_Mr, Mializ Anemed Bhian | DECtor Membes

). Mustag hmesd _| Independent Dwactor | Membar
p Chewdhyry, FCA . =lrﬂnnmm_gnm nm_
Ir. | M

Board Risk Managament Committan conducnd 4 (Four) moetings during the year whors tha falwing Impartant ssoes
were discussed | reviewsad;
Policies:

1} Reviesed Whe “Country Rigk Managermsnl Policy” of the Bank

5] Mm-dlt-‘ﬂuh-dmdwmfnrqmdmlmbmwfw

i) Heviewed the "tk Maragament Policy” of the Bank

#) Reviawod of 11 nes, PBL Information Tao Pai uraiGuidaling for IS0 27001 pi
¥) Revicwed of 13 nog. PBL Information W o nposs
Vi) Reviewed af Asset Liabikty Managsment [ALM) Policy

wi) Reviewed & update of PEL Money Laundering & Terrorist Finandng Risk Manapement Guidelines
Regulatory Reports:

i} Repost on Risk appetite for the year 20332,

) Quanedy status update on Siress Testing Reports.

i) Quartery report an Risk Management of the Bonk,

&) Haf yearty report on Comprehansive Risk Management of the Bank

¥) Quiarterly raport on the restructuring of ige (oan extended to the astomers of the Bank,

W) Reviewed statemenits on ICAAP under Supervisory Review Prooess for the year 20210,

i) Quarterty Summary report of Key Risk Indicators [KRI)

vii} Hal-yoarly report on Setf-Assessment Report of Branches
Other Issues:

i) Quarterty status update on Borrower Rating of the Bank.

Wy Summany of ERMC Maetings

i) Reviewed Portfolio Ratus of CRM, MSME, Consumer, Spedal Ass=l Management & wholssle Banking
W) Reviewed the Approval of the Counterparty limit,

W) Reviewed ihe Risk Management Function,

W) Quartery sctivities of Sustsinable Finance Uni for Q1 of 2022

Prime Bank




