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Independent Auditors’ Report
To the Shareholders of Sonali Bank Limited

Report on the Audit of the Consolidated and Separate Financial Statements

Opinion

We have audited the consolidated financial statements of Sonali Bank Limited and its subsidiaries (the
“Gtoup”) as well as the separate financial statements of Sonali Bank Limited (the “Bank”), which
comptise the consolidated and separate balance sheets as at 31 December 2022, and consolidated and
separate profit and loss accounts, consolidated and separate statements of changes in equity, and
consolidated and separate cash flow statements for the year then ended, and notes to consolidated and
separate financial statements, including a summary of significant accounting policies. '

In our opinion, the accompanying consolidated financial statements of the Group and separate financial
statements of the Bank give a true and fair view of the consolidated financial position of the Group and
the separate financial position of the Bank as at 31 December 2022, and of its consolidated and separate
financial performance and its consolidated and separate cash flows for the year then ended in accordance
with the International Financial Repotting Standards (IFRSs) as explained in Note 2.

Basis for Opinion

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

Key Audit Matters

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

Measurement of provision for loans and advances

The process for estimating the provision for loans
and advances portfolios associated with credit risk
is significant and complex. For the individual
analysis, these provisions consider the estimates of
future business performance and the market value
of the collateral provided for credit transactions.

Fot the collective analysis, these provisions that
deal with voluminous databases, assumptions, and
calculations for the provision estimates of complex
design

processed.

At year-end 2022 the Group and the Bank
reported total gross loans and advances of BDT
866,038 million (2021: BDT 704,277 million) and
BDT  846,430million (2021: 690,597 million)
respectively and provision for loans and advances
of BDT 84,654 million (2021: BDT 75,682
million) and BDT 84,654 million (2021: BDT
75,678 million) respectively.

and implementation are manually

We have focused on the significant judgments and
estimates which could give rise to material
misstatement or management bias.

Provision measurement is primarily dependent
upon key assumptions relating to the probability of
default, the ability to repossess collateral, and
recovery rates.

We tested the design and operating effectiveness
of key controls focusing on the following:

e Tested the credit appraisal, loan disbursement
procedures, monitoring and provisioning
process;
Identification of loss events, including early
warning and default warning indicators;
Reviewed quarterly Classification of Loans
(CL); Out substantive procedures in relation to
the provision for loans and advances portfolio

comprised the following:

Reviewed the adequacy of the Bank’s general
and specific provisions;

Assessed the methodologies on which the
provision amounts were based, recalculated
the provisions, and tested the completeness
and accuracy of the underlying information;
and
presentation of disclosures against relevant
accounting standards and Bangladesh Bank
guidelines.

Finally assessed the appropriateness

See notesno. 7 and 13.01 to the financial statements

Recognition of interest income

Recognition and measurement of interest income
involve a complex IT environment as well as
require critical estimates and judgment. Since
interest income from loans and advances is one of
the key performance indicators of the Bank there
1s an inherent risk of fraud and error in the
recognition of interest income.

Moreover, as per Bangladesh Bank BRPD circular
no. 14, dated 22 June 2022, BRPD Circular No.
51, dated 18 December 2022 and BRPD Circular
No.53, dated 22 December 2022, considering

We tested the design and operating effectiveness
of key controls focusing on the following:

e We performed tests of operating effectiveness
on automated control in place to measure and
recognise interest income.

Reviewed transfer of interests to income
account in line with the Bangladesh Bank’s
guidelines and circulars;

Reviewed the grounds for approval for the
transfer of interest to the income account.
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where deferral facilities were given upon receiving
partial instalments of the total receivable amount.
Accordingly, this has been considered a key audit
matter.

At year-end the Group and the Bank reported
gross interest income of BDT 43,752 million
(2021: BDT 34,313 million) and BDT 42,923
million (2021: BDT33,744 million) respectively.

See note no. 21 to the financial statements

Valuation of treasury bills and treasury bonds

The classification and measurement of T-Bill and
T-Bond require judgment and complex estimates.

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

judgment.

We assessed the processes and controls put in place
by the Group and the Bank to identify and confirm
the existence of financial instruments. We obtained
an understanding, evaluated the design, and tested
the operating effectiveness of the key controls over
the
including controls over market data inputs into

financial instrument valuation processes,

valuation models, model governance, and valuation
adjustments.

We tested a sample of the valuation models and the
inputs used in those models, using a variety of
techniques, including comparing inputs to available
market data.

Finally assessed the appropriateness and

of disclosures against relevant
standards and Bangladesh Bank

presentation
accounting

guidelines.

See notesno. 6 and17.1 to the financial statements

Measurement of income tax provision and deferred tax assets

The Group and the Bank have recognised
deferred tax assets for the deductible temporary
difference that it believes are recoverable. In
addition,income tax provision for current and
prior periods have been recognized as liabilities
and the tax already
paid/deducted are recognized in the balance sheet
under ‘Other Assets’.

amount of income

There are many unsettled income tax assessments
where management has used judgement to
determine tax liabilities as well as carry forward
balance of advance income tax.

We obtained an understanding, evaluated the
design, and tested the operational effectiveness of
the Group’s and the Bank’s key controls over the
recognition and measurement of DTAs and the
assumptions used in estimating the Group’s and
the Bank’s future taxable income.

We also assessed the completeness and accuracy of
the data used for the estimations of future taxable
income.

We involved tax specialists to assess
recognition,
measutement of DTA’s as well as advance income

ander

key

assumptions, controls, and

tax and tax deducted at source recogm:
‘Other Assets’.
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The tecoverability of recognized deferred tax
assets is in part dependent on the Bank's ability to
generate future taxable profits sufficient to utilize
deductible temporary differences.

We have determined this to be a key audit matter,
due to the inherent uncertainty in forecasting the
amount and timing of future taxable profits and
the reversal of temporary differences where
significant judgement is involved.

As of 31 December 2022 the Group and the
Bankreport net deferred tax assets to total BDT
22,984 million (2021: 26,088 million) and BDT
22,978 million (2021: 26,078 million) respectively.
and income tax deducted at source and advance
payment of income tax to total BDT 28,953
million (2021: 26,525) and BDT 8,776 million
(2021: 8,0206) respectively.

Significant judgment is required in relation to
deferred tax assets as their recoverability is
dependent on forecasts of future profitability over
a number of yeats.

Finally, we assessed the appropriateness and
presentation of disclosures against IAS 12: Income
Tax.

See note n0.9.08.01 to the financial statements.

Carrying value of investments in subsidiaries and associates by the Bank

The Bank has invested in equity shares of its
subsidiaries namely Sonali Exchange Co. Inc.
USA, Sonali Investment Limited, Sonali Bank
(UK) Ltd, and an associate namely Sonali
Intellect Limited. As at 31 December 2022, the
carrying values of these investments in Sonali
Exchange Co. Inc. USA is BDT 98.13 million
(2021: BDT 81.51 million), Sonali Investment
Limited is BDT 2,000 million (2021: BDT 2,000
million), Sonali Bank (UK) Ltd. is BDT 3,623
million (2021: BDT 3,383 million), and Sonali
Intellect Limited is BDT 26.25 million (2021:
BDT 26.25 million).

The Bank is required to perform an impaitment
test of investment in subsidiaties when an
impairment indication exists. The impairment
testing is considered to be a key audit matter due
to the complexity and judgements required in
determining the assumptions to be used to
estimate the recoverable amount which is higher

of fair value less costs to sell and value in use.
P

We have reviewed management’s analysis of
impairment assessment and recoverable value
calculation of subsidiaries in accordance with IAS
36: Impairment of Assets.

With the investment tecognition criteria as per IAS
28: Investments in Associates and Joint Ventures,
we reviewed the activities and investments in the
associate company as per the documentation
provided by the management.

In particular, ourdiscussions with the Management
were focused on the continued appropriateness of
the value in use model, the key assumption used in
the model, and the reasonably possible alternative
assumptions, particularly where they had the most
impact on the value in use calculation.

: ™
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Management has conducted an impairment
assessment and calculated the recoverable value of
its subsidiaries for Sonali Exchange Co. Inc. USA,
Sonali Investment Limited, Sonali Bank (UK) Ltd.
and associate namely Sonali Intellect Limited in
accordance with IAS 36: Impairment of Assets.

See note no. 9.01 to the financial statements.

Legal and regulatory matters

We focused on this area because the Bank and its
subsidiaries (the “Group”) operate in a legal and
regulatory environment that is exposed to
significant litigation and similar risks arising from
disputes and regulatory proceedings. Such matters
are subject to many uncertainties and the outcome
may be difficult to predict.

These uncertainties inherently affect the amount
and timing of potential outflows with respect to
the provisions which have been established and
other contingent liabilities.

Overall, the legal provision represents the
Group’s best estimate for existing legal matters
that have a probable and estimable impact on the
Group’s financial position.

We obtained an understanding, evaluated the
design, and tested the operational effectiveness of
the Group’s key controls over the legal provision
and contingencies process.

We enquired to those charged with governance to
obtain their view on the status of all significant
litigation and regulatory matters. We enquired of
the Group’s internal legal counsel for all significant
litigation and regulatory matters and inspected
internal notes and reports. We also received formal
confirmations from external counsel.

We assessed the methodologies on which the
provision amounts are based, recalculated the
provisions, and tested the completeness and
accuracy of the underlying information.

We also assessed the Group’s and the bank’s
provisions and contingent liabilities disclosure.

IT systems and controls

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

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

We tested the design and operating effectiveness of
the Group’s and the Bank’s IT access controls over
the information systems that are critical to financial
reporting. We tested IT general controls (logical
access, change management, and aspects of IT
operational controls).

This included testing that requests for access to
systems were appropriately reviewed and
authorized. We tested the Bank’s periodic review of
access rights. We inspected requests of changes to
systems for appropriate approval and authorization.
We considered the control environment relating to
various interfaces, configurations, and other
application layer controls identified as key to our

o
o0

X/

"

audit. v
(s
WP
/ S/HY
s
{

Fe)

G




Hoda Vasi Chowdhury & Co. - Howladar Yunus & Co.
Chartered Accountants Chartered Accountants

Where deficiencies were identified, we tested
compensating controls or performed alternate
procedures. In addition, we understood where
relevant, changes were made to the IT landscape
during the audit period and tested those changes
that had a significant impact on financial reporting.

Other Matters

The financial statements of the group and the Bank for the period ended 31 December 2021 were
audited by ACNABIN, Chartered Accountants and Aziz Halim Khair Choudhury, Chartered
Accountants who expressed an unmodified opinion on those statements on 28 April 2022.

Other Information

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

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

In connection with our audit of the 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.

When we read the annual report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

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

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

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

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

Our objectives are to obtain reasonable assurance about whether the consolidated and separate financial
statements as a whole ate 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 usets taken
on the basis of these consolidated and separate financial statements.

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

o Identify and assess the risks of matetial misstatement of the consolidated and separate financial
statements, whether due to fraud or etror, design and perform audit procedures responsive to those
tisks, 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,
mistepresentations, 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.

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

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

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision, and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant de
internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

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

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act 1994 (as amended up to date), the Securities and Exchange Rules
2020, the Bank Company Act 1991 (as amended up to date), the Financial Reporting Act 2015, and the
rules and regulations issued by Bangladesh Bank, we also report that:

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

(i) to the extent noted during the course of our audit work performed on the basis stated under the
Auditors’ Responsibility section in forming the above opinion on the consolidated financial
statements of the Group and the separate 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:

P

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

(b) nothing has come to our attention regarding material instances of forgety or itregularity or
administrative error and exception or anything detrimental committed by employees of the
Group and its related entities;

(i) financial statements for the year ended 31 December 2022 of three (03) subsidiaries, namely Sonali
Exchange Co. Inc. USA and Sonali Investment Ltd. have been audited by United Financial CPA
P.C., Certified Public Accountants and Anil Salam Idris & Co., Chartered Accountants respectively
who have expressed unmodified audit opinions and Sonali Bank (UK) Ltd. remained unaudited.
The results of the subsidiaries have been propetly reflected in the consolidated financial

statements;

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

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

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

(vii) the expenditures incurred were for the purpose of the Bank’s business for the yeat;
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(viii) the consolidated financial statements of the Group and the separate financial statements of the
Bank have been dtawn up in conformity with prevailing rules, regulations, and accounting
standards as well as related guidance issued by Bangladesh Bank;

(ix) adequate provisions have been made as per letters DBI-1/2105(01)/2023-654 and DOS(CAMS)
1157/41(Dividend)/2023-2210 both dated 30 April 2023 issued by Bangladesh Bank, which is in
our opinion, doubtful of recovery;

(x) 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 covering 60 branches as well
as Head Office and spent over 12,800 person-hours for the audit of the bank; and

(xii) Capital to Risk-weighted Asset Ratio (CRAR) as required by Bangladesh Bank has been maintained

during the year.
Signed for & on behalf of Signed for & on behalf of
Hoda Vasi Chowdhury & Co. Howladar Yunus & Co.
Chartered Accountants Chartered Accountants
SO Den Mol wiral frnsg—
Sabbir Ahmed, FCA Muhammad Farooq, FCA |
Partner Managing Partner
ICAB Enrolment No.: 0770 ICAB Enrolment No.: 0521
DVC No.: 2305050770as 117293 DVCNo.. 2305060571As g4 A EE

Date: 30 April 2023
Place: Dhaka




Sonali Bank Limited and its Subsidiaries
Consolidated Balance Sheet

As at 31 December 2022
. 2022 2021
Particulars Notes Taka Taka
PROPERTY AND ASSETS
Cash
Cash in Hand (Including Foreign Currencies) 9,961,709,956 7,856,537,591
Balance with Bangladesh Bank and its agent Bank(s)
(Including Foreign Currencies) 80,274,430,747 69,801,130,063
3.00 90,236,140,703 77,657,667,655
Balance with other Banks & Financial Institutions
In Bangladesh 32,500,902,190 28,673,656,597
Outside Bangladesh 6,045,912,779 9,935,745,481
4.00 38,546,814,968 38,609,402,078
Money at Call on Short Notice 5.00 3,255,092,645 9,267,059,326
Investments
Government 555,029,815,556 614,398,995,875
Others 61,965,820,412 71,451,580,633
6.00 - 616,995,635,968 685,850,576,508
Loans and Advances
Loans, Cash Credit, Overdrafts etc. 838,709,996,747 675,898,197,556
Bills Purchased and Discounted 27,328,197,325 28,378,782,999
7.00 866,038,194,071 704,276,980,555
g:::reAsset including Premises, Furniture and 8.00 34,126,975,047 34,013,939,878
Other Assets 9.00 152,216,683,783 164,797,775,477
Non-Banking Assets 10.00 41,038,796 -
Total Assets 1,801,456,575,981  1,714,473,401,477
LIABILITIES AND CAPITAL
Liabilities
2;::(:swmg from other Banks, Financial Institutions & 11.00 5,706,268,165 2,951,166,478
Deposits and Other Accounts
Current Accounts & Other Accounts etc. 244,134,571,996 231,074,841,683
Bills Payable 14,817,246,120 12,814,684,803
Savings Bank Deposits 587,362,193,073 528,620,042,413
Fixed Deposits 573,800,970,173 577,891,093,980
Other Deposits 100,133,935 97,505,675
1200  1,420,215,115,296 1,350,498,168,555
Other Liabilities 13.00 289,153,600,579 280,016,928,802
Total Liabilities 1,715,074,984,041 1,633,466,263,834
Shareholders' Equity
Paid-up Capital 14.00 45,300,000,000 45,300,000,000
Statutory Reserve 15.00 16,022,482,465 14,547,096,640
Other Reserve 16.00 250,132,274 261,888,441
Revaluation Reserve 17.00 24,895,027,235 24,082,604,301
Non-Controlling Interest 4,178,283,068 3,692,200,485
Surplus in Profit and Loss Account/Retained Earnings 18.00 (4,264,333,102) (6,876,652,225)
86,381,591,940 81,007,137,643
Total Liabilities and Shareholders' Equity 1,801,456,575,981  1,714,473,401,477
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Sonali Bank Limited and its Subsidiaries
Consolidated Balance Sheet
As at 31 December 2022

Particulars Notes

2022
Taka

2021
Taka

Off Balance Sheet Items
Contingent Liabilities
Acceptances and Endorsem.nts
Letters of Guarantee
Irrevocable Letters of Credit
Bills for Collection
Other Contingent Liabilities
19.00
Other Commitments
Documentary credits and short term trade related transactions
Forward asset purchased and forward deposit placed
Undrawn note issuance and revolving underwriting facilities
Undrawn formal standby facilities, credit lines and other
commitments
Claim against the bank not acknowledged as debt
Litigation pending against Bank
Total Off Balance Sheet Items including Contingent
Liabilities

Consolidated Net Asset Value (NAV) per share

5,510,476,047
752,557,172,062
8,810,721,770

9,454,478,857
868,318,836,307
8,420,138,856

766,878,369,879

886,193,454,020

766,878,369,879

886,193,454,020

190.69

178.82

The annexed notes from 1 to 48 form an integral part of these consolidated financial statements.

\\

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

W

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)
Director

Ziaul Hasan Siddiqui
Chairman

L -

Md. Afzal Karim
CEO & Managing Director

This is the consolidated balance sheet referred to in our separate report of even date.

Signed for & on behalf of
Hoda Vasi Chowdhury & Co
Chartered Accountants

SQJ\N\/M—/\

Sabbir Ahmed, FCA
Partner
ICAB Enrollment No: 0770

pvc: 2305058770A8 417212

Date: 30 April 2023
Place: Dhaka
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Ishtiaque Ahmed Chowdhu
Director

Signed for & on behalf of
Howladar Yunus & Co
Chartered Accountants

Mok ol 72

Muhammad Faroogq, FCA
Managing Partner
ICAB Enrollment No: 0521

DVC:

23050605148 9440612




Sonali Bank Limited and its Subsidiaries

Consolidated Profit and Loss Account
For the year ended 31 December 2022

Particulars Notes iglz{: :.glz(:
Operating Income
Interest income 21.00 43,750,245,779 34,312,674,100
Interest paid on deposit and borrowing etc. 22.00 (41,097,510,586) (43,697,085,916)
Net Interest Income 2,652,735,193 (9,384,411,816)
Investment income 23.00 31,858,863,305 38,994,433,504
Commission, exchange and brokerage 24.00 16,897,382,947 13,488,648,122
Other operating income 25.00 288,708,596 492,531,100
49,044,954,848 52,975,612,726
Total Operating Income (A) 51,697,690,041 43,591,200,910
Operating Expenses
Salary and allowances 26.00 20,139,674,077 15,146,575,924
Rent, tax, insurance, electricity etc. 27.00 1,420,064,702 1,302,168,309
Legal expenses 28.00 88,804,100 149,139,354
Postage, stamps and telecommunication etc. 29.00 53,399,578 54,831,589
Printings, stationery, advertisements etc. 30.00 204,729,342 176,441,844
Chief Executive's salary and fees 31.00 20,931,298 14,377,350
Directors' fees 32.00 21,085,609 21,464,755
Auditors' fees 33.00 46,744,291 42,207,854
Depreciation & repair of bank's assets 34.00 1,082,948,619 826,668,845
Other expenses 35.00 4,351,863,105 4,533,376,080
Total Operating Expenses (B) 27,430,244,721 22,267,251,904
Profit Before Provision, Amortization and Taxes C=(A-B) 24,267,445,320 21,323,949,006
Provision for loans & advances ' 36.00 9,228,977,909 6,110,627,970
Provision for diminution in value of investment 37.00 1,275,456,080 (632,860,461)
Other Provision 38.00 5,937,512,402 10,044,439,275
Total Provision (D) 16,441,946,391 15,522,206,784
Total Profit/(Loss) before Taxes E =(C-D) 7,825,498,929 5,801,742,222
Provision for Taxation (F) 3,743,716,569 1,995,786,946
Current tax 13.06 640,499,609 574,880,590
Deferred tax 9.08.01 3,103,216,960 1,420,906,356
Net Profit/(Loss) after Tax G=(E-F) 4,081,782,360 3,805,955,276
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Sonali Bank Limited and its Subsidiaries

Consolidated Profit and Loss Account
For the year ended 31 December 2022

. 2022 2021
Particulars Notes Taka Taka
Appropriation:
General Reserve - -
Statutory Reserve 15.00 1,475,385,825 1,078,094,211
Reserve for CSR 16.02 50,000,000 50,000,000
Start-Up Fund 37,104,243 34,566,681
Reserve for Unwanted Risk arising from Vault - -
1,562,490,068 1,162,660,892
Retained Surplus Carried Forward 2,519,292,292 2,643,294,384
Consolidated Earnings Per Share (EPS) 44.00 9.01 8.40

The annexed notes from 1 to 48 form an integral part of these consolidated financial statements.

Y

Md. Afzal karim
CEO & Managing Director

v

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

-

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)
Director

Ziaul Hasan Siddiqui

Chairman

Ishtiaque Ahmed Chowdh
Director

This is the consolidated profit and loss account referred to in our separate report of even date.

Signed for & on behalf of
Hoda Vasi Chowdhury & Co
Chartered Accountants

SN DN~ N

Sabbir Ahmed, FCA
Partner
ICAB Enrollment No: 0770

pvc: f305060770A8 417221

Date: 30 April 2023
Place: Dhaka
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Signed for & on behalf of
Howladar Yunus & Co
Chartered Accountants

HWotoowrmid ety

Muhammad Farooq, FCA
Managing Partner
ICAB Enrollment No: 0521

DVC:

2305060521A8 944612



Sonali Bank Limited and its Subsidiaries
Consolidated Cash Flow Statement
For the year ended 31 December 2022

. 2022 2021
Particulars Notes Taka Taka
A. Cash flows from operating activities
Interest received 75,479,303,657 71,722,260,566
Interest paid (41,297,240,734) (43,190,098,066)
Dividend Received 676,875,309 373,647,902
Fee and commission and exchange received 12,671,956,610 12,193,051,186
Recoveries of previously written-off loans & advances 1,060,202,557 1,336,100,000
Cash paid to employees (20,160,605,375) (15,160,953,274)
Cash paid to Suppliers (258,128,921) (231,273,433)
Income taxes paid (3,245,592,499) (3,160,984,179)
Cash received from other operating activities 39.00 288,708,596 492,531,100
Cash paid for other operating activities 40.00 (6,051,493,190) (6,154,260,388)
19,163,986,010 18,220,021,415
Changes in operating assets and liabilities
Loans & advances to customers (161,761,213,518) (116,327,482,482)
Other assets 41.00 9,428,736,300 24,480,095,484
Deposits from other banks (14,195,189,061) 803,947,387
Deposits from customers 83,912,135,803 91,100,680,432
Other liabilities 42.00 (7,746,044,074) 15,768,132,447
(90,361,574,549) 15,825,373,269
Net cash flow from operating activities (71,197,588,540) 34,045,394,683
B. Cash flows from investing activities
Purchase/Sale of securities & bond 70,184,776,596 (63,580,045,472)
(Purchase)/sale of fixed assets (1,140,578,322) (893,636,703)
Net cash used in investing activities 69,044,198,274 (64,473,682,175)
C. Cash flows from financing activities
Proceed from share issue - -
Payments for redemption of loan capital & debt security 2,755,101,687 2,388,500,619
‘Dividends paid - -
Net cash flow from/(used in) financing activities 2,755,101,687 2,388,500,619
D. Net decrease in cash and cash equivalents (A+B+C) 601,711,421 (28,039,786,873)
E. Effects of exchange rate changes on cash & cash equivalent 5,871,846,036 747,770,374
F. Cash and cash equivalents at beginning of the year 125,620,185,959 152,912,202,458
G. Cash and cash equivalents at end of the year 43.00 132,093,743,416 125,620,185,959

The annexed notes from 1 to 48 form an integral part of these consolidated financial statements.

©

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)

Director

L3

(2

Ziaul Hasan Siddiqui

Chairman

Date: 30 April 2023

Place: Dhaka
14

& -

Md. Afzal karim
CEO & Managing Director

Ishtiaque Ahmed Chowd
Director
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Sonali Bank Limited

Balance Sheet
As at 31 December 2022
. 2022 2021
Particulars Notes Taka Taka
PROPERTY AND ASSETS
Cash
Cash in Hand (Including Foreign Currencies) 9,842,626,905 7,725,820,573
Balance with Bangladesh Bank and its agent Bank(s)
(Including Foreign Currencies) 80,274,430,747 69,801,130,063
3.00 90,117,057,652 77,526,950,637
Balance with other Banks & Financial Institutions
In Bangladesh 32,500,901,850 28,673,656,263
Outside Bangladesh 5,650,468,282 9,381,544,650
4.00 38,151,370,131 38,055,200,913
Money at Call on Short Notice 5.00 2,808,200,000 8,663,000,000
Investments
Government 555,025,215,511 613,131,576,047
Others 66,247,357,715 74,933,140,621
6.00 621,272,573,226 688,064,716,668
Loans and Advances
Loans, Cash Credit, Overdrafts, etc. 837,639,094,517 676,737,656,645
Bills Purchased and Discounted 8,791,140,395 13,859,197,296
7.00 846,430,234,911 690,596,853,940
Fixed Asset including Premises, Furniture and Fixture 8.00 33,931,888,066 33,876,421,896
Other Assets 9.00 157,019,924,698 170,020,306,696
Non-Banking Assets 10.00. 41,038,796 -
Total Assets 1,789,772,287,480 1,706,803,450,750
LIABILITIES AND CAPITAL
Liabilities
iorrowmg from other Banks, Financial Institutions & 11.00 439,400,183 494,325,183
gents
Deposit and Other Accounts
Current Accounts & Other Accounts etc. 244,282,387,948 231,392,546,360
Bills Payable 14,817,246,120 12,814,684,803
Savings Bank Deposits 587,362,193,073 528,620,042,413
Fixed Deposits 573,800,970,173 577,891,093,980
Other Deposits 100,133,935 97,505,675
12.00 1,420,362,931,248 1,350,815,873,232
Other Liabilities 13.00 287,778,695,826 278,750,357,409
Total Liabilities 1,708,581,027,258 1,630,060,555,825
Shareholders' Equity
Paid-up Capital 14.00 45,300,000,000 45,300,000,000
Statutory Reserve 15.00 16,022,482,465 14,547,096,640
Other Reserve 16.00 179,384,978 166,762,690
Revaluation Reserve 17.00 24,895,027,235 24,082,604,301
Surplus in Profit and Loss Account/Retained Earnings 18.00 (5,205,634,456) (7,353,568,706)
81,191,260,222 76,742,894,925
Total Liabilities and Shareholders' Equity 1,789,772,287,480 1,706,803,450,750
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Sonali Bank Limited

Balance Sheet
As at 31 December 2022
. 2022 2021
Particulars Notes Taka Taka

Off Balance Sheet Items
Contingent Liabilities
Acceptances and Endorsements - -
Letters of Guarantee 5,510,476,047 9,454,478,857
Irrevocable Letters of Credit 752,557,172,062 868,318,836,307
Bills for Collection 8,810,721,770 8,420,138,856
Other Contingent Liabilities - -

19.00 766,878,369,879 886,193,454,020
Other Commitments - -
Documentary credits and short term trade related transactions - -
Forward assets purchased and forward deposits placed - -
Undrawn note issuance and revolving underwriting facilities - -
Undrawn formal standby facilities, credit lines and other
commitments - -
Total Off Balance Sheet items including contingent liabilities 766,878,369,879 886,193,454,020
Net Asset Value (NAV) per share 179.23 169.41

The annexed notes from 1 to 48 form an integral part of these financial statements.

~

& .

Md. Afzal Karim
CEO & Managing Director

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

W

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)

}
Ishtiaque Ahmed Chowdhury,

Director Director
Ziaul Hasan Siddiqui
Chairman
This is the balance sheet referred to in our separate report of even date.
Signed for & on behalf of Signed for & on behalf of
Hoda Vasi Chowdhury & Co Howladar Yunus & Co
Chartered Accountants Chartered Accountants
Sabbir Ahmed, FCA Muhammad Farooq, FCA
Partner Managing Partner
ICAB Enrollment No: 0770 ICAB Enrollment No: 0521
DVC:  2305060770A8 47324 DVC:

Date: 30 April 2023 2305868521A8 944612

Place: Dhaka
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Sonali Bank Limited

Profit and Loss Account
For the year ended 31 December 2022
Particulars Notes :,gi: i.glz(:

Operating Income
Interest income 21.00 42,920,887,860 33,744,484,441
Interest paid on deposit and borrowing etc. 22.00 (40,831,453,313) (43,537,089,183)
Net Interest Income 2,089,434,546 (9,792,604,742)
Investment income 23.00 31,638,742,551 38,692,731,319
Commission, exchange and brokerage 24.00 16,480,486,814 13,051,574,985
Other operating income 25.00 261,611,535 436,575,195

48,380,840,900 52,180,881,500
Total Operating Income (A) 50,470,275,447 42,388,276,758
Operating Expenses
Salary and allowances 26.00 19,793,374,678 14,822,823,616
Rent, tax, insurance, electricity etc. 27.00 1,342,489,865 1,231,885,570
Legal expenses 28.00 24,440,907 18,917,304
Postage, stamps and telecommunication etc. 29.00 45,419,973 47,623,595
Printings, stationery, advertisements etc. 30.00 196,487,371 167,683,896
Chief Executive's salary and fees 31.00 9,869,232 19,054,180
Directors' fees 32.00 4,950,090 .5,099,600
Auditors' fees 33.00 6,105,786 4,616,980
Depreciation & repair of bank's assets 34.00 1,070,663,517 812,671,187
Other expenses 35.00 4,153,408,427 4,364,150,197
Total Operating Expenses (B) 26,647,209,845 21,484,526,125
Profit Before Provision, Amortization and Taxes C=(A-B) 23,823,065,601 20,903,750,633
Provision for loans & advances 36.00 9,234,167,996 6,106,700,767
Provision for diminution in value of investment 37.00 . 1,275,456,080 (632,860,461)
Other provision 38.00 5,936,512,402 10,039,439,275
Total Provision (D) 16,446,136,478 15,513,279,580
Total Profit/(Loss) before Taxes E=(C-D) 7,376,929,123 5,390,471,053
Provision for Taxation (F) 3,666,504,805 1,933,802,904
Current tax 13.06 566,066,371 511,509,649
Deferred tax 9.08.01 3,100,438,434 1,422,293,255
Net Profit/(Loss) after Tax G=(E-F) 3,710,424,318 3,456,668,149
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Sonali Bank Limited

Profit and Loss Account
For the year ended 31 December 2022
. 2021
Particulars Notes i:i: Taka
Appropriations
General Reserve - -
Statutory Reserve 15.00 1,475,385,825 1,078,094,211
Reserve for CSR 16.02 50,000,000 50,000,000
Start-Up Fund 37,104,243 34,566,681
Reserve for Unwanted Risk arising from Vault - -
1,562,490,068 1,162,660,892
Retained Surplus Carried Forward 2,147,934,250 2,294,007,257

Earnings Per Share (EPS) 44.00

8.19

7.63

The annexed notes from 1 to 48 form an integral part of these financial statements.

N

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)
Director

oo

Ziaul Hasan Siddiqui

Chairman

8 -

Md. Afzal Karim
CEO & Managing Director

This is the profit and loss account referred to in our separate report of even date.

Signed for & on behalf of
Hoda Vasi Chowdhury & Co
Chartered Accountants

<o Mn Or—A

Sabbir Ahmed, FCA
Partner
ICAB Enrollment No. 0770

DVC: 2305060770A8 417221

Date: 30 April 2023
Place: Dhaka
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Signed for & on behalf of
Howladar Yunus & Co
Chartered Accountants

Mybswi sl e

Muhammad Farooq, FCA

Managing Partner

ICAB Enrollment No. 0521

DVC:

2305060521As 844692




Sonali Bank Limited
Cash Flow Statement

For the year ended 31 December 2022

Particulars Notes iglzé :'gi;
A. Cash flows from operating activities
Interest received 74,459,842,939 70,852,368,722
Interest paid (41,031,183,461) (43,030,101,333)
Dividend Received 646,857,353 373,647,902
Fee and commission and exchange received 12,255,060,477 11,685,563,957
Recoveries of Loans previously written off 1,060,202,557 1,336,100,000
Cash paid to employees (19,939,810,818) (14,898,067,100)
Cash paid to Suppliers (229,045,793) (194,915,289)
Income taxes paid (3,177,353,475) (3,193,271,961)
Cash Received from Other Operating Activities 39 261,611,535 436,575,195
Cash Paid for Other Operating Activities 40 (5,549,830,432) (5,717,584,792)
Cash generated from operating activities 18,756,350,882 17,650,315,302
Increase/(decrease) in operating assets and liabilities
Loans & advances to customers (155,833,380,972) (104,364,134,236)
Other assets 41 9,779,690,155 21,232,653,591
Deposits from other banks (14,195,189,061) 803,947,387
Deposits from customers 83,742,247,078 91,225,661,179
Other liabilities 42 (7,784,096,685) 15,935,935,916
(84,290,729,485) 24,834,063,838
Net cash flow from operating activities (65,534,378,603) 42,484,379,140
B. Cash flows from investing activities
Purchase/Sale of securities & bond 67,586,826,865 (70,617,931,193)
Purchase/sale of property,plant & equipment (1,071,130,814) (743,652,958)
Net cash used in investing activities 66,515,696,051 (71,361,584,151)
C. Cash flows from financing activities
Proceed from share issue - -
Payments for redemption of loan capital & debt security (54,925,000) (54,925,000)
Dividends paid - -
Net cash used in financing activities (54,925,000) (54,925,000)
D. Net decrease in cash and cash equivalents (A+B+C) 926,392,448 (28,932,130,011)
E. Effects of exchange rate changes on cash & cash equivalent 5,874,721,986 744,758,459
F. Cash and cash equivalents at beginning of the year 124,331,208,450 152,518,580,002
G. Cash and cash equivalents at end of the year 43 131,132,322,883 124,331,208,450

The annexed notes from 1 to 48 form an integral part of these financial statements.

Gopal Chandra Ghosh FCA, FCMA, CPA(Aus.)

@/

Subhash Chandra Das FCMA, FCA
Deputy Managing Director

Director

==

Date: 30 April 2023
Place: Dhaka

Ziaul Hasan Siddiqui
Chairman
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Md. Afzal Karim
CEO & Managing Director

Ishtiaque Ahmed Chowdhury
Director
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Sonali Bank Limited and its Subsidiaries

Notes to the consolidated and separate financial statements
As at and for the year ended 31 December 2022

Corporate profile of the Bank and its activities

Legal status and nature of the reporting entity

Sonali Bank Limited, a state owned largest commercial Bank was incorporated in Bangladesh on 03 June 2007 as a
public limited company under the Companies Act 1994 and governed by the Bank Company Act 1991 (amended to
date). Sonali Bank Limited took over the businesses, assets, liabilities, right, power, privilege and obligation of
erstwhile Sonali Bank (emerged as a Nationalized Commercial Bank in 1972), pursuant to Bangladesh Bank
Nationalization order 1972 (P.0. No. 26 of 1972) on a going concern basis through a vendor agreement signed
between the Ministry of Finance, People's Republic of Bangladesh on behalf of Sonali Bank and the Board of
Directors on behalf of Sonali Bank Limited on 15 November 2007 with a retrospective effect from 1 July 2007. The
Bank has 1,231 branches including two overseas branches at Kolkata and Siliguri in India. The Bank has three
100% owned subsidiaries named Sonali Investment Limited (SIL), Dhaka, Sonali Exchange Co. Inc. (SECI), USA and
49% owned subsidiaries named Sonali Bank (UK) Limited. It has also one associate named as Sonali Intellect
Limited.

The registered office of Sonali Bank Limited is located at 35-42, 44 Motijheel Commercial Area, Dhaka-1000 and
the website address is www.sonalibank.com.bd

Principal Activities of the Bank
The principal activities of the bank are to vastly involved to provide a comprehensive range of financial services:

a) personal and commercial banking, including accepting deposits, remittance, money transfer, foreign exchange
transaction, guarantee, commitments, trade and services, cash management, treasury, securities, etc. to its

b) Fund based services include short term & long term loans, Project wise industrial credit, discounting and
purchasing bills, consumers and staff loans, House & car loans etc.

¢) The Bank also provides custodian services and perform Government treasury functioning as an agent of the
Bangladesh Bank as well through its 735 branches (including 58 chest and 8 sub chest branches).

Islamic Banking Window

Sonali Bank Limited has started banking business based on Islamic Shariah since 29 June 2010. The Islamic
Banking Windows are performing the banking activities through on-line banking through collection of deposit and
investment assistance. The bank operates Islamic Banking window in 58 (Fifty Eight) windows designated in
compliance with the rules of Islamic Shariah.

Separate financial statement of Islamic Banking Window has been drawn up in the report.

Subsidiaries of the Bank"

Sonali Bank Limited has 03 (three) 100% owned subsidiaries named Sonali Exchange Co. Inc. (SECI), USA, Sonali
Investment Limited (SIL), Dhaka, and Sonali Bank (UK) Limited.

Sonali Exchange Co. Inc. (SECI), USA

A subsidiary company named Sonali Exchange Co. Inc. was incorporated on 4 April 1994 under the laws of the State
of New York, Department of State, licensed on 17 October 1994 by the State of New York Banking Department and
commenced operation as an International Money Remitter from 12 December 1994. The Company is a wholly-
owned subsidiary of Sonali Bank Limited, a fully state owned bank of Bangladesh, which is also the Company’s
ultimate holding company. The principal activities of the Company are to carry on the remittance business and to
undertake and participate in any or all transactions, activities and operations commonly carried on or undertaken
by remittance and exchange house.

Sonali Investment Limited (SIL), Dhaka

Sonali Investment Limited was registered under the Company Act 1994 as a Public Limited Company by shares on
20 April 2010 and commenced its operation from 22 April 2010. The Company obtained registration from
Securities and Exchange Commission as a merchant bank on 28 October 2010. The Company is a wholly-owned
subsidiary of Sonali Bank Limited, a fully state owned bank of Bangladesh, which is also the Company’s ultimate
holding company. The principal activities of the company comprised of merchant banking, portfolio management,
issue management and underwriting and play active role in the Capital Market of Bangladesh .
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1.02.03 Sonali Bank (UK) Ltd.
A money remitting company under the name and style of Sonali Trade and Finance (UK) Limited was incorporated
as an associate under the UK. Companies Act 1985 on 30 June 1999. Subsequently the company was allowed to
commence its function as a bank from 7 December 2001 (the operational activities started on 10 December 2001)
by the Financial Services Authority of UK. had changed its name as Sonali Bank (UK) Ltd. and restructured the
ownership of the Company having 51% share capital in favor of the Government of the People’s Republic of

Bangladesh and remaining 49% by Sonali Bank Limited. It was considered as subsidiary as per instruction of
Bangladesh Bank from 2021.

1.02.04 Accounting Policies of Subsidiaries

The Financial Statements of two subsidiaries have been prepared with consideration and measurement of all
assets, liabilities, income and expenses as well as regularised under Group accounting policies as Parent Company
follows.

IFRS sets out the conditions under which an entity qualifies as a parent undertaking which should prepare
consolidated financial statements for its group-the parent and its subsidiaries. In general an investor that controls
an investee entity is its parent and should account for that entity as a subsidiary. The bank has complied the
applicable IFRS in preparing its separate and consolidated financial statements.

1.03 Associate
1.03.01 Sonali Intellect Limited

Sonali Intellect Limited (hereinafter referred to as the "Company" of SIL) was incorporated in Bangladesh as a
private Limited company on 25 January 2012 under the Companies Act 1994. The Company commenced its
business operation on 01 February 2012.The principal activities of the Company are to customize, enhance, modify,
and implement Intellect CBS 10.0 Software in Banks. The Company also provides other services like initiation,
development and implementation of computer application systems, etc. relevant to the customer and any other
business undertakings. The ownership of the Company having 51% share capital in favor of Intellect Design Arena
Limited, India, 35% by Sonali Bank Limited, 10% by Bangladesh Commerce Bank Ltd and remaining 4% by
Panthosoft Limited.

2.00 Basis of preparation and significant accounting policies
2.01 Basis of preparation

The consolidated financial statements of the Group and the financial statements of the Bank as at and for the year
ended 31 December 2022 have been prepared under the historical cost convention except investments and in
accordance with the "First Schedule" (section 38) of the Bank Company Act 1991 (Amended to date), and
Bangladesh Bank (the Central Bank of Bangladesh) through BRPD Circular no. 14 dated 25 June 2003, other
Bangladesh Bank Circulars, International Financial Reporting Standards (IFRSs), the Companies Act 1994, the
Securities and Exchange Rules 2020 and other laws and rules applicable in Bangladesh. In case any requirement of
provisions and circulars issued by Bangladesh Bank differs with those of other regulatory authorities, the
provisions and circulars issued by Bangladesh Bank shall prevail.

2.02 Statement of Compliance
The financial statements have been prepared on a going concern basis following accrual basis of accounting in
accordance with the "First Schedule (Section 38) of the Bank Company Act 1991 (amended to date) and BRPD
circular no. 14 dated 25 June 2003, BRPD circular no. 15 dated 9 November 2009, other Bangladesh Bank Circulars,
International Financial Reporting Standards (IFRSs), International Accounting Standards (IASs), Financial
Accounting Standards issued by the Accounting and Auditing Organization for Islamic Financial Institutions,
Bahrain etc. The Financial Reporting Act 2015 (FRA) was enacted in 2015. Under the FRA, the Financial Reporting
Council (FRC) was formed in 2017 and has since then adopted International Accounting Standards (IASs) and
International Financial Reporting Standards (IFRSs) as the applicable Financial Reporting Standards for public
interest entities such as banks with effect from 2 November 2020. The Bank also complied with the requirement of
the following regulatory and legal authorities: '
i) The Bank Company Act, 1991 (amended to date)
ii) The Companies Act, 1994
iii) Rules, regulations and circulars issued by the Bangladesh Bank from time to time
iv) -Securities and Exchange Ordinance 1969
v) - Securities and Exchange Commission Rules, 2020
vi) Income Tax Ordinance and Rules 1984
vii) The Value Added Tax & Supplementary Duty Act, 2012
viii) The Value Added Tax & Supplementary Duty Rules, 2016
ix) Bangladesh Labor Act, 2006 (amended 2013) and Labor Rules 2015
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2.02.01

2.02.02

2.02.03

A

However, the Group and the Bank has departed from some requirements of IFRSs in order to comply with the rules
and regulations of Bangladesh Bank which are disclosed below:

Investment in shares, securities and mutual fund

IFRS: As per requirements of IFRS 9 investments in shares and securities generally falls either under "at fair value
through profit and loss Account” or under "available for sale” where any change in the fair value (as measured in
accordance with IFRS 13) at the year-end is taken to profit and loss Account or revaluation reserve account
respectively.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003 investments in quoted shares and unquoted
shares are revalued at the year end at market price and as per book value of the last audited balance sheet
respectively. But as per DOS Circular no. 04, dated 24 November 2011, provision should be made for any loss
arising from diminution in value of the investment; otherwise, investments are recognised at cost. As per
instruction of DOS circular letter no. 3 dated 12 March 2015, investment in mutual fund (close-end) is revalued at
lower of cost and higher of market value and 85% of NAV and another DOS circular letter no. 10 dated 28 June 2015,
investment in mutual fund (open-end) is revalued at lower of cost and higher of market value and 95% of NAV.

Revaluation gain/loss on Government securities

IFRS: As per requirement of IFRS 9, T-bills and T-bonds fall under the category of. held for trading” and held to-
maturity” where any change in the fair value of held for trading is recognised in Profit and Loss Account, and
amortised cost method is applicable for held to maturity using an effective interest rate.

Bangladesh Bank: According to Department of Offsite Supervision (DOS) of Bangladesh Bank Circular no. 5 dated
26 May 2008 and subsequent clarification in DOS Circular no. 5 dated 28 January 2009 of Bangladesh Bank, loss on
revaluation of Government securities (Treasury Bill (T-bill)/ Treasury Bond (T-bond)) which are categorised as
held for trading should be charged through Statement of Comprehensive Income (Profit and Loss Account), but any
gain on such revaluation should be recorded under Revaluation Reserve Account. However, at the year-end if there
is any revaluation gain for any particular held for trading T-bills/T-bonds; such gain can be used to the extent of
any revaluation loss for that particular held for trading T-bills/T-bonds. T-bills designated as held to maturity are
measured at amortized cost method but interest income / gain should be recognized through reserve. .

Provision on loans and advances/investments

IFRS: As per IFRS 9 an entity should start the impairment assessment by considering whether objective evidence
of impairment exists for financial assets that are individually significant. For financial assets which are not
individually significant, the assessment can be performed on an individual or collective (portfolio) basis.

Bangladesh Bank: As per BRPD circular no. 53 (22 December 2022), BRPD circular no. 51 (18 December 2022),
BRPD circular no. 14 (22 June 2022), BRPD circular no. 53 (30 December 2021), BRPD circular no. 52 (29
December 2021), BRPD circular no. 51 (29 December 2021), BRPD circular no. 50 (14 December 2021), BRPD
circular no. 45 (04 October 2021), BRPD circular no. 19 (26 August 2021}, BRPD circular no. 05 (24 March 2021),
BRPD circular no. 13 (27 June 2021), BRPD circular no. 03 (31 January 2021), BRPD circular no. 56 (10 December
2020), BRPD circular no. 52 (20 October 2020), BRPD circular no.16 (21 july 2020), BRPD circular no. 3 (23 April
2019), BRPD circular no. 1 (20 February 2018), BRPD circular no.15 (27 September 2017), BRPD circular no. 16
(18 November 2014), BRPD circular no. 05 (29 May 2013), BRPD circular no. 19 (27 December 2012) and BRPD
circular no.14 (23 September 2012) a general provision at 0.25% to 5% under different categories of unclassified
loans (good/standard loans) has to be maintained regardless of objective evidence of impairment. And specific
provision (other than short -term agricultural and micro-credits) for sub-standard loans, doubtful loans and bad

. losses has to be provided at 20%, 50% and 100% respectively for loans and advances depending on the duration of

2.02.04

overdue. Moreover, a provision for Short-Term Agricultural and Micro-Credits has to be provided for 'sub-
standard' and 'doubtful’ loans at the rate of 5%, 20% and a 100% provision for the 'bad/Loss' loans. Such provision
policies are not specifically in line with those prescribed by IFRS 9.

Recognition of interest in interest suspense account

IFRS: Loans and advances to customers are generally classified as 'loans and receivables' as per IFRS 9 and interest
income is recognized through effective interest rate method over the term of the loan. Once a loan is impaired,
interest income is recognized in profit and loss account on the same basis based on revised carrying amount.

Bangladesh Bank: As per BRPD circular no. 14 dated 23 September 2012, once a loan is classified, interest on

such loans 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.

e
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2.02.05 Other comprehensive income

IFRS: As per IAS 1, Other Comprehensive Income (OCI) is a component of financial statements or the elements of
Other Comprehensive Income (OCI) are to be included in a Single Comprehensive Income (SCI) Statement.

Bangladesh Bank: Bangladesh Bank has issued templates for financial statements which will strictly be followed
by all banks. The templates of financial statements issued by Bangladesh Bank do not include Other Comprehensive
Income; and the elements of Other Comprehensive Income are also not allowed to be included in a Single
Comprehensive Income (SCI) Statement. As such the company does not prepare the Other Comprehensive Income
statement. However elements of SCI, if any, are shown in the elements of the statement of changes in equity.

2.02.06 Financial instruments

2.02.07

2.02.08

In several cases Bangladesh Bank guidelines categories, recognize, measure and present financial instruments
differently from those prescribed in IFRS 9. As such full disclosure and presentation requirements of IFRS 7 and 1AS
32 cannot be made in the financial statements.

REPO Transactions

IFRS: As per IFRS 9, when an entity sells a financial assets and simultaneously enters into an agreement to
repurchase the asset (or a similar asset) at a fixed price on a future date (REPO or stock lending), the arrangement
is accounted for as a deposit, and the underlying asset continues to be recognized in the entity's financial
statements. This transaction will be treated as loan and the difference between selling price and repurchase price
will be treated as interest expenses.

Bangladesh Bank: As per Department of Off-Site Supervision (DOS) Circular letter no. 06 dated 15 July 2010 and
subsequent clarification in DOS circular no. 02 dated 23 January 2013, when a bank sells a financial asset and
simultaneously enters into an agreement to repurchase the asset (or a similar asset) at a fixed price on a future date
(repo or stock lending), the arrangement is accounted for as a normal sales transaction and the financial asset is
derecognised in the seller’s book and recognised in the buyer’s book.

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

Financial guarantees

IFRS: As per IFRS 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 fails to make payment when due in accordance .
with the terms of a debt instrument. 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 carried at the higher of this amortized amount and the present value of any expected payment when a
payment under the guarantee has become probable. Financial guarantees are included within other liabilities.

Bangladesh Bank: As per BRPD circular 14, dated 25 June 2003, financial guarantees such as letters of credit,
letters of guarantee will be treated as off-balance sheet items. As per BRPD Circular no. 01 dated 3 January 2018
and BRPD Circular no.14 dated 23 September 2012, the Bank is required to maintain provision at 1% against gross
off-balance sheet exposures.

2.02.09 Cash and cash equivalents

IFRS: Cash and cash equivalents items should be reported as cash item as per IAS 7.

Bangladesh Bank: As per BRPD circular 14, dated 25 June 2003, some cash and cash equivalent items such as
‘money at call and on short notice’, Treasury bills, Prize bond are not shown as cash and cash equivalent. Money at
call and on short notice is shown as face item in balance sheet, and Treasury bills, Prize bonds are shown in
Investment.

2.02.10 Non-banking assets

2.02.11

IFRS: No indication of non banking assets is found in any IFRS.
Bangladesh Bank: As per BRPD circular no. 22, dated 20 September 2021 and BRPD Circular No. 14, dated 25
June 2003, there must exist a face item named Non-banking asset.

Cash flow statement

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

Bangladesh Bank: As per BRPD Circular No. 14 dated 25 June 2003, cash flow is a mixture of dlre
methods

v ’ndlrect
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2.02.12 Balance with Bangladesh Bank (CRR)
IFRS: Balance with Bangladesh Bank should be treated as other assets as it is not available for use in day to day
operations as per IAS 7.
Bangladesh Bank: Balance with Bangladesh Bank is treated as cash and cash equivalents.

2.02.13 Presentation of intangible asset

IFRS: An intangible asset must be identified and recognized, and the disclosure must be given as per IAS 38.
Bangladesh Bank: There is no regulation for intangible assets in BRPD Circular No. 14 dated June 25, 2003.

2.02.14 Off balance sheet items
IFRS: There is no concept of off balance sheet items in any IFRS. But mostly the entity shall follow IAS 37 to
recognise off balance sheet items.
Bangladesh Bank: As per BRPD Circular No. 14 dated June 25, 2003, off balance sheet items (e.g. Letter of credit,
Letter of guarantee etc.) must be disclosed separately on the face of the balance sheet.

2.02.15 Loans and advance net of provision
IFRS: Loans and advances should be presented net of provisions.

Bangladesh Bank: As per BRPD circular 14, dated 23 September 2012, provision on loans and advances are
presented separately as liability and cannot be netted off against loans and advances.

2.02.15 Disclosure of appropriation of profit
IFRS: There is no requirement to show appropriation of profit on the face of the Profit and Loss Account.

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

2.03 Basis of measurement
The financial statements of the Bank have been prepared on the historical cost basis except for the following
material items: -
a) Government Treasury Bills and Bonds designated as 'Held for Trading (HFT)' at present value using mark to
market concept with gain crediting to revaluation reserve. . )
b) Government Treasury Bills and Bonds designated as 'Held to Maturity (HTM)' and Re-measured Government
Treasury Bond at present value using amortization concept.
c) Investment in shares of listed companies.
d) Land and Buildings is recognized at the time of acquisition and subsequently measures at fair value as per IAS
16 (Property, Plant and Equipment).

The accounting policies unless otherwise stated, have been consistently applied by the bank and are consistent
with those of the previous year.

2.04 Basis of consolidation

A separate set of records for consolidation of the statement of affairs and income and expenditure of the branches
are maintained at the Head Office of the Bank based on which these financial statements have been prepared.

The consolidated financial statements comprise of the financial statements of Sonali Bank Limited, including
overseas branches in Kolkata and Siliguri, Subsidiaries-Sonali Investment Limited (SIL) and Sonali Exchange Co.
Inc. (SECI), USA and Sonali Bank (UK) Ltd. as at 31 December 2022.

2.04.01 Subsidiaries
Subsidiaries are entities controlled by the group. In compliance with IFRS 10 "Consolidated Financial Statements",
the financial statements of subsidiaries are included in the Consolidated Financial Statements from the date that
control commences until the date the control ceases. '

2.04.02 Associates

In compliance with the requirement of IAS 28 "Investment in Associates and Joint Ventures”, the accounting
treatment regarding investment in associates have been addressed.

Conversion policy of Subsidiaries & Associate
The conversion policy of Sonali Exchange Co. Inc. and Sonali Bank (UK) Ltd. is as follows:

Particulars Currency conversion rate SECI SB (UK) Ltd.
For Assets & Closing rate USD to BDT GBP to BDT
Liabilities
For income & Average rate USD to BDT GBP to BDT
Expenses
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2.04.03 Transactions eliminated on consolidation
Intra-group balances and transactions and any unrealized income and expenses arising from intra-group
transactions are eliminated in preparing the Consolidated Financial Statements. Unrealized gains arising from
transactions with equity accounted investees are eliminated against the investment to the extent of the group's
interest in the investee. Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent
there is no evidence of impairment.

2.05 Use of estimates and judgments
The preparation of the consolidated financial statements of the Group and the financial statements of the Bank in
conformity with Bangladesh Bank Circulars and IFRSs requires 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 result 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.

Information about significant areas of estimation uncertainty and critical judgments in applying accounting policies
that have the most significant effect on the amounts recognized in the consolidated financial statements.

2.06 Changes in accounting estimate and errors
The effect of a change in an accounting estimate shall be recognized prospectively by including it in profit or loss in:

(a) the period of the change, if the change affects that period only; or

(b) the period of the change and future periods, if the change affects both. To the extent that a change in an

accounting estimate gives rise to changes in assets and liabilities, or relates to an item of equity, it shall be

recognized by adjusting the carrying amount of the related asset, liability or equity item in the period of the
- change. Material prior period errors shall be retrospectively corrected in the first financial statements authorized

for issue after their discovery by:

(i) restating the comparative amounts for the prior period(s) presented in which it is required to make proper
comparison; or
(ii) if the error occurred before the earliest prior period presented, restating the opening balances of assets,
liabilities and equity for the earliest prior period presented.

2.07 Books of account
The Company maintains its books of account for main business in electronic form through soft automation.
The accounts of Sonali Bank are generally kept on the double entry system the day book, the general ledger, the
cash book, the current account ledger, the deposit account ledger, the bill books etc.

2.08 Foreign currency transactions

2.08.01 Functional and presentational currency
Financial statements of the Bank are presented in Taka, which is the Bank's functional and presentational currency.

2.08.02 Foreign currency transactions

Foreign currency transactions are converted into equivalent Taka currency at the ruling exchange rates on the
respective dates of such transactions as per IAS 21 "The effects of Changes in Foreign Exchange Rates".

Assets and liabilities in foreign currencies at 31 December 2022 have been converted into Taka currency at the
average of the prevailing buying and selling rates of the relevant foreign currencies at that date except Balances
with other Banks and Financial Institutions which have been converted as per directives of Bangladesh Bank vide
its circular no. BRPD(R) 717/2004-959 dated 21 November 2004.
2.08.03 Commitment v

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

2.08.04 Foreign operation
The assets & liabilities of foreign operations are translated to Bangladeshi Taka at exchange rate prevailing at the
statement of financial position (balance sheet) date. The income & expenses of foreign operations are translated at
average rate of exchange for the year. Foreign currency differences are recognized and presented in the foreign
currency translation reserve in equity. When a foreign operation is disposed of such that control, the cumulative
amount in the translation reserve related to that foreign operation is reclassified to profit or loss as part of the
gain or loss on disposal. When the Group disposes as the only part of its interest in a subsidiary that includes a
foreign operation while retaining control, the relevant proportion of the cumulative amount is reggtivated to non-
controlling interest.
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2.08.05 Translation gain and losses

Gains or losses arising out of translation of foreign exchange have been included in the Profit and Loss Accounts
and in Balance Sheet.

2.09 Materiality, aggregation and offsetting
The Bank presents separately each material class of similar items and presents separately items of a dissimilar
nature or function unless those are immaterial. The Bank did not offset assets and liabilities or income and expense,
unless required or permitted by IFRS.

2.10 Cash Flow Statement
Cash Flow Statement is prepared principally in accordance as per the guidelines of BRPD Circular no.14 dated 25
June 2003 and International Accounting Standard-7 "Cash flow Statement”. The Cash Flow Statement shows the
structure of and changes in cash and cash equivalents during the year. Cash Flows during the year have been

. classified as operating activities, investing activities and financing activities.

2.11 Statement of Changes in Equity
The statement of changes in equity reflects information about increase or decrease in net assets or wealth.
Statement of changes in equity has been prepared in accordance with International Accounting Standards 1AS 1
"Presentation of Financial Statements" and relevant guidelines of Bangladesh Bank.

2.12 Branch Accounting
The Bank has 1,231 branches including two overseas branches as on 31 December 2022. Accounts of the branches
are maintained at the branch level and for consolidation a separate set of records of the statement of affairs and
income and expenditure of the branches are compiled at the Head Office of the Bank based on which these financial
statements have been prepared.

2.13 Liquidity statement (Asset and Liability Maturity Analysis)

The liquidity statement has been prepared in accordance with remaining maturity grouping of Assets and
Liabilities as of the close of the year as per following basis;

Particulars Basis
Balance with other banks and financial institutions Maturity term -
Investments Residual maturity term ’
Loans and advances Repayment/Maturity schedule <
Fixed assets Useful lives >
Other assets Adjustment
Borrowings from other banks and financial institutions | Repayment / Maturity schedule
Deposits and other accounts Maturity term and Behavioral past trend
Other long term liability Maturity term
Provisions and other liabilities Settlement

2.14 Events after the Reporting Period

Events after the reporting period that provide additional information about the Bank's position at the balance Sheet

date are reflected in the financial statements in Note no. 48 as per International Accounting Standards IAS 10
"Events after the Reporting Period":

2.15 Going Concern

The accompanying financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and the satisfaction of liabilities in the normal course of business. The accompanying financial
statements do not include any adjustments should the bank be unable to continue as a going concern.

2.16 Assets and the basis of their valuation

The accounting policy have been applied consistently to all periods presented in this consolidated financial
statements and those of the bank and have been applied consistently by the group entities except as explain in
Note 2.02.

2.16.01 Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with Bangladesh Bank and
highly liquid financial assets which are subject to insignificant risk of changes in their fair value, and are used by
the bank management for its short term commitments as well as prize bond.

2.16.02 Investments

All investments are initially recognized at cost, including acquisition charges associated with the investment.
Premiums are amortized and discount accredited, using the effective or historical yield method. Accounting
treatment of government treasury bills and bonds (categorized as HFT or/and HTM) is made following Bangladesh

Bank DOS circular letter no. 05 dated 26 May 2008 and as amended on 28 January 2009 and DOS Circular letter no.
dated 19 January 2012, -
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2.16.02.01

2.16.02.02

Held to Maturity (HTM)

Investments (financial instruments) which have fixed or determinable maturity date and the bank has no intention
to sell before their maturity date irrespective of changes in market prices or the bank’s financial position or
performance are grouped as held to maturity. Government Treasury Bills, Government Treasury Bonds and other
securities approved for statutory liquidity reserves have been classified as held to maturity financial asset. These
are measured at amortized cost at each year end by taking into account any discount or premium in acquisition.
Any increase or decrease in value of such investments is booked to equity.

Held for Trading (HFT)

The securities under this category are the securities acquired by the bank with the intention to trade by taking
advantages of short term price/interest movement and the securities those are classified as HFT by the Bank held

- in excess of SLR (net of CRR) at a minimum level. Investments classified in this category are principally for the

2.16.02.03

2.16.02.04

2.16.02.05

purpose of selling or repurchasing on short trading or if designated as such by the management. In this category,
investments are measured in fair value and any change in the fair value i.e. profit or loss on sale of securities in HFT
category is recognized in the Profit and Loss Account.

Value of investments is stated as per the following bases:

Particulars Valuation Method
Government Securities:
Government Treasury Bills Present Value
Prize Bonds Cost Price
Bangladesh Bank Bills Cost price
Special Treasury Bonds Present Value
Reverse Repo Cost Price
Debentures of Govt. Corporations Cost price
Other Investments (Quoted Shares) Market Price
Other Investments (Other than Quoted Shares) Cost Price
REPO and Reverse REPO

Since 01 September 2010 transactions of REPO and Reverse REPO are recorded based on DOS Circular No. 6, dated
15 july 2010 of Bangladesh Bank. In case of REPO of both coupon and non-coupon bearing (Treasury bill)
security, Sonali Bank Limited adjusted the Revaluation Reserve Account for HFT securities and stopped the weekly
revaluation (if the revaluation date falls within the REPO period) of the same security. For interest bearing
security, SBL stopped the accrual of interest during REPO period.

Investment in Quoted and unquoted securities

Investments in equity instruments/shares that are not quoted in active market are not measured at fair value due
to absence of information required to measure in fair value reliably; so these are presented at cost. The equity
instruments that are quoted in active market are measured at fair value. Details of quoted and unquoted shares are
shown in Annexure - H

Derivative Investments

Derivatives are financial instruments that derive their value in response to changes in interest rates, financial
instrument prices, commodity prices, foreign exchange rates, credit risk and indices.

Derivatives are categorised as trading unless they are designated as hedging instruments.

All derivatives are initially recognized and subsequently measured at fair Value, with all revaluation gains
recognised in the Income Statement ( except where cash flow or net investment hedging has been achieved, in
which case the effective portion of changes in fair value is recognized within other comprehensive income).
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2.16.02.06 Revaluation of investment
As per the DOS (BB) Circular letter no. 05 dated 26 May 2008 & subsequent amended circular no. 05 dated 28
January 2009, HFT (Held for Trading) securities are revalued on weekly basis and HTM (Held to Maturity)
securities are amortized on yearly basis. The HTM securities are also revalued if they are reclassified to HFT
category with the Board’s approval. Any gain or loss on revaluation of HTM securities is recognized in the
statement of changes in equity. Gain/(Loss) on revaluation of HFT securities is recognized in the profit and loss
account on weekly basis and gain on revaluation is transferred to statement of changes in equity on monthly basis.

Measurement
lnvzlsat;:ent Initial Recognition after initial Recording of changes
recognition
Govt. T-bills/ . Loss to P & L, gain to Revaluation Reserve
bond (HFT) . Cost Fair value through P& L
Govt. T-bills/ Cost Amortized cost Increase or decrease in value to equity
bond (HTM)
Debenture/Bond Face value Face value None
I.nvestment‘ir} Cost Fair value Loss to P & L, gain to Revaluation Reserve
listed securities
Investment in Cost Face value Gain and loss to P&L
unquoted share
Prize bond Cost Cost None

2.16.02.07 Investments in subsidiary

Investment in subsidiaries is accounted for under the cost method of accounting in the Banks financial statements
in accordance with International Accounting Standard (IAS) 27. Accordingly, investments in subsidiaries are stated

in the Banks balance sheet at cost, less impairment losses if any. -
2.16.02.08 Statutory and Non-statutory Investment -
Statutory Investments ®

Amount which is invested for maintaining statutory liquidity ratio according to MPD circular no. 02 dated 10 =
December 2013 and DOS circular no. 01, dated 19 January 2014 of Bangladesh Bank is treated as statutory--

investment, these includes treasury bill, treasury bond, other govt. securities etc. Details of statutory investment "
have been given in note -6.03.01

Non- Statutory Investments

All investment except statutory investment is treated as non-statutory investment such as debentures corporate

bond, ordinary share (quoted and unquoted), preference share etc. Details of non-statutory investment have been
given in note-6.03.02

2.16.02.09 Investments in associate

Investment in associate is accounted for in the books of financial statements of the Bank, in accordance with the
International Accounting Standard (IAS) 28 'Investments in Associates and Joint Ventures'.

2.16.02.10 Investment and related income

(a) Income on investments other than shares is accounted for on accrual basis concept; and
(b) Dividend income on investment in shares is accounted for in the year when right has been established.

2.16.03 Loans and advances and its brovisions

Loans and advances are stated at gross amount. General Provisions on unclassified loans and Off-Balance Sheet
Items, specific provisions for classified loans and interest suspense account thereon are shown under other
liabilities. Provision is made on the basis of quarter end against classified loans and advances review by the
management and instruction contained in BRPD Circular no. 14 dated 23 September 2012, BRPD circular no. 19
dated 27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 08 dated 02 August 2015,
BRPD circular no. 01 dated 20 February 2018 and BRPD circular no. 56 dated 10 December 2020, BRPD circular no.
53 (22 December 2022), BRPD circular no. 51 (18 December 2022), BRPD circular no. 14 (22 June 2022), BRPD
circular no. 53 (30 December 2021), BRPD circular no. 52 (29 December 2021), BRPD circular no. 51 (29 December
2021), BRPD circular no. 50 (14 December 2021), BRPD circular no. 45 (04 October 2021), BRPD circular no. 19

(26 August 2021}, BRPD circular no. 05 (24 March 2021), BRPD circular no. 13 (27 June 2021) and BRPD circular
no. 03 (31 January 2021).
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2.16.03.01 Interest on loans and advances

2.16.03.02

2.16.03.03

2.16.03.04

2.16.03.05

2.16.04
a)

b)
2.16.05
2.16.05.01

i) Interest is calculated on unclassified loans and advances and recognized as income during the year;

i) Interest calculated on classified loans and advances as per Bangladesh Bank Circulars is kept in interest
suspense account and credited to income on realization;

iii) Interest is calculated on daily product basis but debited to the party’s loan account quarterly. No interest is
charged on loans and advances which are classified as bad and loss;

iv) Interest suspense and penal interest, if any, calculated on classified loans and advances are taken into income in
the year of its receipt from the defaulting borrowers.

Provision for loans and advances
Rate of provision:

Particulars Short Consumer Financing SMEF |Loan to BHs/ MBs/ | All other credit

term agri{ Other Than HF| HF LP SDs
credit & LP
Unclass|Standard] 1.00% 5% 1% 2% 0.25% 2% 1%
ified SMA 0% 5% 1% 2% 0.25% 2% *1%

Classifi SS 5% 20% 20% 20% 20% 20% 20%

ed DF 5% 50% 50% 50% 50% 50% 50%

BL 100% 100% 100% | 100% | 100% 100% 100%

*In line with BRPD Circular no. 04, dated 29 January 2015, provision for restructured loan is calculated @ 2%, as
per BRPD Circular no. 56, dated 10 December 2020 the special general provision is @ 2%.

Presentation of loans and advances

Loans and advances are shown at gross amount as assets while interest suspense and loan loss provision against
classified advances are shown as liabilities in the statement of financial position.

Write off loans and advances

Loans and advances/investments are written off as per guidelines of Bangladesh Bank. These written off
however will not undermine/affect the claim amount against the borrower. Detailed memorandum records for
all such written off accounts are meticulously maintained and followed up.

Securities against Loan

Project loan: Land and building are taken as security in the form of mortgage and plant & machinery are taken in
the form of hypothecation.

Working capital and trading loan: Goods are taken as security in the form of pledge and also goods are taken as
security in the form of hypothecation along with land and building as mortgage (value not less than 1.50 times
covering the loan amount) in the form of collateral security.

House building loan: Land and building are taken as security in the form of mortgage.

Overdraft: FDRs are taken in pledge. The balance in DPS/]BSPS/SDPS A/C’s is taken in “lien”.

Public sector loan: In most cases Govt. Guarantee is taken and no security is taken for government loan and
Crops loans in agriculture sector.

Bills Purchased and Discounted

Bills purchased and discounted do not include Government Treasury bills and have been classified into two sub-
heads viz

i) Payable outside Bangladesh,

ii) Payable in Bangladesh and

The bills purchased and discounted have been analyzed in the form/terms as per the maturity grouping.

Property, Plant and Equity

Recognition and Measurement

All Property, plant and equipment are classified and grouped on the basis of their nature as required in IAS 1
“Presentation of Financial Statements”. The major categories of Property, plant and equipment held by the bank are
property (Premises & Buildings), Library Book, Furniture and fixtures, Electrical Installations, Typewriters and
Calculating machines, Computer/Software, Motor Car and other vehicles. As per Para 31 of 1AS 16 after recognition
as an asset, an item of property, plant and equipment whose fair value can be measured reliably shall be carried ata
revalued amount, being its fair value at the date of the revaluation less any subsequent accumulated depreciation
and subsequent accumulated impairment losses.

All Fixed Assets are stated at cost less accumulated dépreciation as per IAS 16 "Property, Plant & Equipment”. The

Cost of acquisition of an asset comprises its purchase price and any directly attributable cost of bringing the assets




The bank recognizes in the carrying amount of an item of property plant and equipment's the cost of replacing part
of such an item when that cost is incurred if it is probable that the future economic benefits embodied with the item
will flow to the bank and the cost of the item can be measured reliably. Expenditure incurred after the assets have
been put into operation, such as repairs and maintenance is normally charged off as revenue expenditure in the
period in which it is incurred.

As guided in paragraph 30 of I1AS 16 "Property Plant and Equipment” these are capitalized at cost of acquisition and
subsequently stated at cost less accumulated depreciation. The cost of acquisition of an asset comprises its
purchase price and directly attributable cost of bringing the assets to its working condition for its intended use
inclusive of inward fright, duties and refundable taxes. The opening and closing carrying amounts of all property
and equipment are presented including the amount of additions, disposals and depreciation charged during the
year as required by paragraph 73 of IAS 16. Repairs and Maintenance expenses that does not increase in the future
economic benefit of assets is charged to profit & loss account.

2.16.05.02 Depreciation

As required of 1AS 16 "Property Plant and Equipment” depreciation has been charged at the following rates on all
fixed assets which are depreciated on straight line basis and no depreciation on land is charged.

Category of fixed assets Rate of depreciation

Land -

Building 2.50%
Library 10%
Furniture and fixtures 10%
Electrical installation g 20%
Typewriters and calculating machines 20%
Computer/ Software 20%

Motor car and other vehicles 20%

2.16.05.03 Disposal of fixed assets

On the disposal of fixed assets, the cost and accumulated depreciation are eliminated from the fixed assets schedule'f
and gains or losses on such disposal are reflected in the statement of comprehensive income (profit and loss”
account) as per provision of IAS 16 "Property, Plant and Equipment". :

2.16.05.04 Revaluation

2.16.05.05

The fixed assets of the Bank have been revalued three times. In the year of 2007, following the instruction of
vendor's agreement signed between Sonali Bank and Ministry of Finance, revaluation of all assets had been done
and total value enhanced by Taka 8,833.82 million. Subsequently, in 2011 revalued by Taka 12,026.80 million and
lastly in the year 2013 by Taka 9,469.13 million. No revaluation has been made during the year 2022.

Impairment

The carrying amount of the assets should be reduced to its recoverable amount when carrying amount of an asset is
exceeding the recoverable amount of that asset. That reduction is an impairment loss hence recognized as expenses
in the statement of comprehensive income (profit and loss account).

2.16.06 Other Assets

2.16.06.01

2.16.06.02

Other assets comprise investment in subsidiaries (Sonali Exchange Co. Inc. (SECI), USA and Sonali Investment
Limited, Prepaid Expenses, Branch adjustment, fees and unrealised income receivable, advance for operating and
capital expenditure and stocks of stationery and stamp. Details are shown in Note-9. and others as per Bangladesh
Bank Circulars. Receivables are recognized when there is a contractual right to receive cash or another financial
asset from another entity.

Classification of other assets

According to Bangladesh Bank BRPD circular no. 4, dated 12 April 2022, other assets are required to be classified as
unclassified, doubtful and bad/loss based on the basis of outstanding period and uncertainty of recovery. Based on
classification status provision is required to be maintained @50.0% for doubtful and 100.0% for bad/loss.

Written off of other assets

Other assets having no realistic prospect of recovery have been written off against full provision without reducing
the claimed amount of the Bank. Notional balances against other assets written off have been kept to maintain the
detailed memorandum records for such accounts/assets.
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2.16.07 Intangibles assets

An intangible asset is recognized only when its cost can be measured reliably and it is probable that the expected
future economic benefits that are attributable to it will flow to the Bank. Intangible assets acquired separately are
measured on initial recognition at cost. The cost of intangible assets acquired in a business combination is their fair
value as at the date of acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortization and any accumulated impairment losses. The useful lives of intangible assets are
assessed to be either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life. The amortization period and the
amortization method for an intangible asset with a finite useful life are reviewed at least at each financial year end.
Changes in the expected useful life or the expected pattern of consumption of future economic benefits embodied in
the asset are accounted for by changing the amortization period or method, as appropriate, and they are treated as
changes in accounting estimates. The amortization expense on intangible assets with finite lives is presented as a
separate line item in the statement of comprehensive income (profit and loss account). Amortization is calculated
using the straight-line method to write down the cost of intangible assets to their residual values over their
estimated useful lives. Intangible assets-valuation adjustment has been addressed inline with regulatory decision.

2.16.08 Non-banking assets

Non-banking assets include the assets acquired against the bad debt loans to adjust the loan. Assets are acquired in
exchange for loans during the period of financial statements. The assets are recognised as per section 10 of the
Bank Company Act 1991 and BRPD Circular No. 22, dated 20 September 2021.

2.17 Liabilities and Provision

2.17.01 Borrowing from other banks, financial institutions and agents

Borrowings from other banks, financial institutions and agents include borrowing from Bangladesh Bank, inside
and outside of Bangladesh. These items are brought to financial statements at the gross value of the outstanding
balance. Details are shown in Note 11.

2.17.02 Deposits and Other Accounts
Deposits and other accounts include non-interest-bearing current deposit redeemable at call, interest bearing on
demand and short-term deposits, savings deposit and fixed deposit. These items are brought to account at the gross
value of the outstanding balances. Deposits and other accounts include bills payable have been analyzed in terms
of the maturity grouping showing separately other deposits and inter-bank deposits. Details are shown in Note 12.

2.17.03 Other liabilities

Other liabilities comprise items such as provision for loans and advances/investments/other assets, taxation,
superannuation fund, gratuity fund and off balance sheet exposure and also includes interest payable, interest
suspense, accrued expenses etc. Other liabilities are recognized in the balance sheet according to the guidelines of
Bangladesh Bank, Income Tax Ordinance 1984, IAS 37 and internal policy of the Bank. Details are shown in Note 13.

2.17.04 Taxation
Income tax represents the sum of the current tax and deferred tax payable. Income tax assessment has been
finalized up to 1995 as well as the year 1999. Case pending for the year 1996 t01998 and 2000 to 2021.

2.17.04.01 Current tax
The current tax payable is based on taxable profit for the year. Taxable profit differs from profit as reported in the
Profit and Loss Account because it excludes items of income or expense that are taxable or deductible. The Bank's
liability for current tax is calculated using tax rates that have been enacted or substantively enacted by the date of
Balance Sheet.

Provision for current income tax has been made as per Income Tax Ordinance and Rules 1984.

2.17.04.02 Deferred tax
Deferred tax is calculated on the taxable/deductible temporary differences between tax base and carrying value of
assets and liabilities as required by International Accounting Standards IAS 12: 'Income Taxes'. Deferred tax is not
recognised for the following temporary differences:
« on the initial recognition of assets or liabilities in a transaction that is not a business combination and at the time
of transactions, affects neither accounting nor taxable profit or loss; and
« on the initial recognition of goodwill.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities
against current tax assets, and they relate to income taxes levied by the same tax authority on the same taxable
~ entity, or on different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their
‘tax assets and liabilities will be realized simultaneously. Deferred tax is computed at the prevailing tax rate as per
‘Finance Act 2021.
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2.17.05

2.17.05.01

2.17.05.02

2.17.05.03

2.17.05.04 Gratuity

2.17.05.05

2.17.05.06

2.17.05.07

2.17.05.08

2.17.05.09
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A deferred tax asset is recognized for deductible temporary differences to the extent that it is probable that future
taxable profits will be available against which they can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be
realized.

Employee benefit schemes

Accounting recognition & measurement, as well as the disclosures requirements for different benefit schemes for
employees are the following:

Employees General Provident Fund

Employees General Provident fund is operated from 13 September 1981 under which the concerned employees are
required to contribute at least 10% and highest 25% (on declaration) of their basic salary with no matching
contribution by the bank. This Fund relates to the employees who are availing Pension and Death-Cum-Retirement
Benefit (PDCRB) Scheme.

Contributory Provident Fund

The bank operated a Provident Fund named as Contributory Provident Fund into which the bank contributed 10%
of the basic salary of its eligible employees while the employees contributed an equal amount to the fund. This fund
is.operated by trustees. Employees enjoying contributory provident fund facilities are entitled gratuity for 2
months last basic pay drawn for each completed year of service subject to completion of minimum 10 years of
service. The scheme is operated on cash basis.

Pension and Death-Cum-Retirement Benefit (PDCRB) Scheme _

The bank operated a Pension Fund named as Pension and Death-Cum-Retirement Benefit (PDCRB) Scheme for the
employees of General Provident Fund into which the bank contributes 25% of the basic salary (Each year of June)
of its eligible employees. Payments out of this fund are made to the employees on their separation from bank’s
service. *
)
-
The Bank introduced the Gratuity scheme for the member of the Employees of Contributory Provident Fund into -
which the Bank contributes 10% of the basic salary (Each year of June) of its eligible employees. Payments out of -
this scheme are made to the members on their separation from bank’s service. .

Investment of the Pension/Gratuity Funds

The balance of Pension/Gratuity funds are partly invested in approved securities with a view to increasing the Fund
and remaining balance being utilized by the bank towards payment of retirement benefits to the employees.

Administration of the Fund

The Provident Fund, Pension Fund and Gratuity are being administered by two administrative committees each of
which consists of 9 (nine) members representing Chairman, 5 (five) members from Board of Directors, CEO &
Managing Director, 1 (one) member from officers and another from members of the staff.

Benevolent Fund

This fund is mainly created for sanctioning scholarship to the meritorious students among the children of the Bank
employees. The distressed employees and family member of deceased employees are also helped from this Fund.

Leave encashment

The Officer/Staff who has opted for Pension and General Provident Fund, will be entitled to leave encashment
facilities up to eighteen months at the time of retirement as per letter No. MF/FD/Reg-2/leave16/84/9, dated 21
January 1985 of Finance Division, Ministry of Finance, Government of Bangladesh. But if a staff (not officer) has
enjoyed /will enjoy leave encashment facilities before retirement, he will be provided with the rest amount after
deduction of the amount enjoyed earlier, as per letter No. MF/B & 1/Banking/2/1/80/101 dated 31 May 1980 of
previous Banking & Investment Division, Ministry of Finance, and Government of Bangladesh. The leave
encashment benefit is paid to the incumbent debiting 'Expenditure A/C Leave Encashment Code no. 1217'. No
additional fund is required during the year.

Death relief grant scheme .
The Bank operates a death relief scheme since 1 January 1991, which replaced the previous group insurance
scheme. The scheme is applicable to all employees of the bank and payments out of this fund are pade—te

successors of the employees on their death as per rate prescribed in the scheme.
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2.17.06 Provision for Loans and Advances

Loans and advances are stated at gross amount. General provisions on unclassified loans and contingent assets,
specific provisions for classified loans and interest suspense account thereon are shown under other liabilities.
Provision against classified loans and advances is made on the basis of quarter and review by the management and
instructions contained in BRPD Circular no. 14 dated 23 September 2012, BRPD circular no. 19 dated 27 December
2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 8 dated 02 August 2015, BRPD Circular no. 1
dated 20 February 2018 and BRPD Circular no. 56 dated 10 December 2020, BRPD circular no. 53 (22 December
2022), BRPD circular no. 51 (18 December 2022), BRPD circular no. 14 (22 June 2022), BRPD circular no. 53 (30
December 2021), BRPD circular no. 52 (29 December 2021), BRPD circular no. 51 (29 December 2021), BRPD
circular no. 50 (14 December 2021), BRPD circular no. 45 (04 October 2021), BRPD circular no. 19 (26 August
2021), BRPD circular no. 05 (24 March 2021), BRPD circular no. 13 (27 June 2021) and BRPD circular no. 03 (31
January 2021).

2.17.07 Provision for other assets

As per BRPD Bangladesh Bank BRPD circular no. 4, dated 12 April 2022, provisions has been maintained @50.0%
for doubtful and 100.0% for bad/loss.

2.17.08 Other Provisions and accrued expenses

In compliance with IAS 37, Provisions and accrued expenses are recognized in the financial statements when the
bank has a legal or constructive obligation as a result of past event, it is probable that an outflow of economic
benefit will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

2.17.09 Provision for Off-Balance Sheet Exposures
As per BRPD circular no.14 (23 September 2012) the Bank has recognised 1% General Provision on the following
off balance sheet exposures as defined in BRPD circular no.10 (24 November 2002) considering the exemption as
provided through BRPD circular no.09 (27 May 2019), BRPD circular no.02 (25 February 2019), BRPD circular
no.13 (18 October 2018), BRPD circular no.7 (21 June 2018), BRPD circular no.01 (03 January 2018) and BRPD
circular letter no. BPRD(P-1)/661/13/2020-1403 (05 February 2020) and BRPD circular letter no. BPRD(P-
1)/661/13/2019-354 (13 January 2020).

2.17.10 Provision for Nostro Accounts
As per FEPD Circular no. FEOD(FEMO0)/01/2005-677 dated 13 September 2005 and Bangladesh Bank BRPD
circular no. 4, dated 12 April 2022, the Bank classifies the un-reconciled debit entries older than 6 months as
"Doubtful” and maintains 50% provision against them and classifies un-reconciled debit entries older than 1 year
as "Bad/Loss" and maintains 100% provision against them as at Balance Sheet date.

2.18 Capital and Shareholders’ Equity

2.18.01 Capital Management

The bank has strategic capital management process for measuring, deploying and monitoring its available capital
and assessing its adequacy. The aim of this capital management process is to achieve four major objectives; exceed
regulatory thresholds and meet long-term internal capital targets, maintain strong credit rating, manage capital
levels commensurate with the risk profile of the bank and provide the banks shareholder with acceptable returns.
Capital is managed in accordance with the board approved capital management planning from time to time. Senior
management develops the capital strategy and oversees the capital management planning of the bank. The bank's
finance and risk management department are key to implementing the bank's capital strategy and managing
capital. Capital is managed using both regulatory control measure and internal matrix.

2.18.02 Paid up capital
The paid up capital share capital represents total amount of shareholder capital that has been paid in full by the
Government of Bangladesh ie. ordinary shareholder. In the event of winding-up of the company ordinary
shareholder(s) rank after all other shareholders and creditors are fully entitled to any residual proceeds of
liquidation.

2.18.03 Statutory reserve

As per the Bank Company Act 1991 (Amended to date) (Section 24) it is required for the bank to transfer 20% of
its current year's profit before tax to reserve until such reserve equals to its paid up capital.

2.18.04 Dividends on ordinary shares .
Dividends on ordinary shares are recognized as a liability and deducted from equity when they are approved by the
Banks shareholders. Dividends for the year that are approved after the reporting date are disclosed as an event
after the reporting date.
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2.18.05
2.18.05.01

2.18.05.02

2.18.06

2.19

2.19.01

2.19.02

2.19.03

2.19.04

2.19.05

2.19.06

2.19.07

2.19.08

Revaluation Reserve

Assets Revaluation Reserve ,

When an asset's carrying amount is increased as a result of a revaluation, the increase amount should be credited
directly to equity under the heading of revaluation surplus/ reserve as per International Accounting Standards IAS-
16: 'Property, Plant and Equipment'. The tax effects on revaluation gain are measured and recognized in the
financial statements as per International Accounting Standards 1AS-12: 'Income Taxes'.

Revaluation Reserve for HTM & HFT

All HTM securities are amortized at the year end and any increase or decrease of such investment is booked to
equity. In case of HFT revaluation, decrease in the present value is recognized in the profit and loss account and
any increase is booked to Revaluation Reserve Account through Profit and Loss Account as per Bangladesh Bank
DOS circular letter no. 5 dated 26 May 2008, DOS circular no. 5 dated 28 January 2009 and DOS(SR)
1153/120/2010, dated 8 December 2010.

Contingent liabilities and Contingent assets

A contingent liability is any possible obligation that arises from the 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 the Bank; or any present obligation that arises from past events but is not recognized because:

e 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.

Contingent liabilities are not recognized but disclosed in the financial statements unless the possibility of an
outflow of resources embodying economic benefits is reliably estimated. Contingent assets are not recognized in
the financial statements as this may result in the recognition of income which may never be realized.

Revenue recognition

The revenue during the year has been recognized following all conditions of revenue recognitions as prescribed by
International Financial Reporting Standards IFRS 15 ‘Revenue from Contracts with Customers'. '

Interest income

Interest on loans and advances is calculated on daily product basis and accrued at the end of each month, but
charged to customers’ accounts on quarterly basis. In terms of the provisions of the Bangladesh Financial
Reporting Standards IFRS 15 'Revenue from Contracts with Customers', the interest income is recognized on
accrual basis. Interest on unclassified loans and advances have been accounted for as income on accrual basis,
interest on classified loans and advances have been credited to interest suspense account with actual receipt of
interest there-from having credited to income as and when received as per instruction of Bangladesh Bank.
Investment income '

Income on investments is recognized on accrual basis. Investment income includes discount on treasury bills,
interest on treasury bonds and fixed deposit with other banks. Capital gain on investments in shares is also
included in investment income. Capital gain is recognized when it is realized.

Fees and commission income

» Commission charged to customers on letters of credit and letters of guarantee are credited to income at the time
of effecting the transactions.

 Fees and Commission on bills discounted, purchased & others are recognized at the time of realization.
» Exchange gains or losses arising out of such transactions are recognized as income or expense for the year foreign

currency transactions are converted into BDT at prevailing on the dates of such transactions and dealt with
exchange account.

Dividend income on shares
Dividend income from shares is recognized during the period in which they are declared and actually received.
Other operating Income

Other operating income is recognized at accrual basis.

Profit/Loss of Overseas Branches

Profit/loss of the bank’s overseas branches has been reflected in this profit and loss account.
Interest paid on Deposit and Borrowing

Interest paid on Deposit and Borrowing and others expenses are recognized as accrual basis.
Management and other expenses

Expenses incurred by the Bank are recognized on actual and accrual basis.
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2.19.09 Regulatory & Legal Compliance
The bank has complied with the requirement of the following regulatory & legal authorities:
(a) The Bank Company Act, 1991 (Amended to date)
(b) The Companies Act, 1994
(c) Rules, Regulations and Directives issued by Bangladesh Bank
(d) Securities & Exchange Rules, 2020
(e) Securities & Exchange Ordinance, 1969
(f) The Income-Tax Ordinance and Rules, 1984
(g) The Value Added Tax & Supplementary Duty Act, 2012
(h) The Value Added Tax & Supplementary Duty Rules, 2016
(i) Bangladesh Labor Act, 2006 (Amended 2013} and Bangladesh Labor Rule, 2015
(i) The Financial Reporting Act, 2015

2.19.10 Reconciliation of inter-bank and inter-branch account
Accounts with regard to inter bank (in Bangladesh and outside Bangladesh) are reconciled regularly and there are

no material differences that may affect the financial statements significantly.
2.19.11 Segment reporting

For the purpose of Segment Reporting as per International Financial Reporting Standard 8, the following segments
relating to revenue, expenses, assets and liabilities have been identified and shown in the related notes accordingly
as primary/secondary segments.

i) Domestic operations in line with geographical segments;

ii) Banking operations comprising of branches of the banking entity; and

iii) Treasury operations comprising of the banking entity.

Performance is measured based on segment profit before provision, as included in the internal management
reports that are reviewed by the Bank’s Management. Segment report is used to measure performance as
Management believes that such information is the most relevant in evaluating the results of certain segments
relative to other entities that operate within these industries.

2.19.11.01 Operating segments
The Bank has five reportable segments, as described below, which are the Bank's strategic business units. The
strategic business units offer different products and services, and are managed separately based on the Bank's
management and internal reporting structure. For each of the strategic business units, the Bank Management
Committee reviews internal management reports on at least a quarterly basis. The following summary describes
the operations in each of the Bank's reportable segments:

i. Loans & Includes loans, deposits and other transactions and balances with corporate customers & retail

Advances customers.

ii. Treasury Undertakes the Bank's funding and maintenance of CRR and SLR, Asset-liability management
through borrowings and placement, currency swap and investing in liquid assets such as short-
term placements and corporate and government debt securities.

iii. Overseas Two (02) overseas branches of Sonali Bank Limited are situated at Kolkata & Siliguri in India

Branches and operating banking business, money remittance etc. as per the head office instructions and

(Kolkata, Siliguri) |other activities as permitted under the banking law of India.

iv. Sonali Sonali Exchange Company Incorporated (SECI), USA, subsidiary company of Sonali Bank Limited

Exchange operates its business in USA. It performs the activities of money remittance, issue cheques,

Company payment instruments and traveler's cheque and other activities as permitted under the banking

Incorporated law of USA.

(SECI), USA

v. Sonali Established to do all kinds of merchant banking activities including issue management,

Investments underwriting, portfolio management and other transactions.

Limited

2.19.12 Directors' responsibility on financial statements
The board of directors takes the responsibility for the preparation and presentation of these financial statements.

2.20 Consolidation of the Financial Statements
Consolidation of the Financial Statements is started from 2011.
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2.21 Risk Management
The Bank Company Act, 1991 (Amended to date) 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.

Bangladesh Bank Department of Off-site Supervision (DOS) has issued Circular no. 02 dated 15 February 2012 on
Risk Management Guidelines for Banks and instructed all scheduled banks operating in Bangladesh to follow this
Guidelines for managing various risks which have been compiled by the Bank.

In addition, the Bank is also following relevant Bangladesh Bank guidelines on risk based capital adequacy, stress
testing and managing the banking risks in other core risk areas.

The Bank has established a Risk Management Division (RMD). The RMD conducts stress testing for examining the
Bank's capacity of handling future shocks, as well as deals with all potential risks that might occur in future.

Being a financial institution, in the ordinary course of business, the bank is sensitive to verities of risks. The generic
severity of such risk(s) is much intense in our locality due to presence of large number of banks and complex
financial transactions. In such highly competitive environment to ensure a bank’s consistent system and
performance, the presence of strong Risk Management culture is obligatory. Being compliant, the bank is now

- looking forward to take risk management practice to a different level, i.e. preventing risk before occurrence rather
than a reactive manner; on a proactive basis. As a part of regulatory and global benchmarking the bank has based
upon 07(seven) core risks guidelines of Bangladesh Bank and Basel framework. Listed below are the identified
risks the bank is currently managing or intents to manage:

¢ Internal Control and Compliance Risk

« Foreign Exchange Risk

e Credit Risk

» Asset Liability Management Risk

* Money Laundering Risk

« Information & Communication Technology Security Risk

« Environmental Risk o
Accordingly the bank has various high powered committees to monitor and ensure smooth risk management
activities. For example, Board Risk Management Committee, high powered central Risk Management Committee,
Departmental Risk Management Committee, Asset Liability Management Committee{ALCO), Investment
Committee, Credit Committee (CC) etc. To manage the overall risks of the bank in line of Basel the bank has formed

a dedicated Core Risk Management & Basel-1l Implementation Division. The detail of SBL’s risk management is ..
stated below:

a) Internal Control and Compliance Risk

Establishment of sound control environment and effective compliance culture is the key stone of managing
operational risk. Internal control is a process to control overall activities of the Bank through establishing policies,
procedures, observance of instructions of regulatory authorities with a view to avoid any possible loss from the
lack of corporate governance.

To mitigate the operational risk, the Bank ensured effective internal control systems for all of its operational
activities by intensifying the internal audit function, comprehensive and risk based inspection in all branches and
Head Office. The Compliance Division ensures the settlement of objections or irregularities mentioned in the audit
reports under a strong monitoring process of the Management Committee (MANCOM). Besides there is a division
named Vigilance and Control Division under the direct supervision of CEQ and MD to act at any sudden occurrence
of loss or irregularities.

The Bank with the support of an Expert Team, has undertaken a program for upgrading its Internal Control and

Compliance policy as well as other policies in the area of credit, audit, information technology and accounts as per
international best practices.

b) Foreign Exchange Risk Management
Foreign Exchange Risk is defined as the possibility of losses due to change in exchange rates interest rate etc.
according to market forces. The Foreign Exchange Risk of the Bank is minimal as all the transactions are carried out
on behalf of the customers against underlying Foreign Exchange transactions.

Treasury Division independently conducts the transactions and the Back Office of Treasury is responsible for
verification of the deals and passing of their entries in the books of account. Mid office coordinates the work in
between front office and back office functioning. All foreign exchange transactions are revalued at Mark-to-Market
rate as determined by Bangladesh Bank at the month -end. All NOSTRO accounts are reconciled on regular basis
and outstanding entries beyond 30 days are reviewed by the Management for their settlement.
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¢) Credit Risk

Credit risk is one of the crucial risk faced by the Bank. This can be described as potential loss arising from the
failure of a counter party (borrower) to perform as per contractual agreement with the Bank. The failure may result
from unwillingness of the counter party or decline in his/her financial condition. Therefore, Bank's credit risk
management activities have been designed to address all these issues. The Bank has segregated duties of the
Officers/Executives involved in credit related activities. Credit approval, administration, monitoring and recovery
functions have been segregated. For this purpose, three separate divisions have been formed. These are credit
division, credit monitoring & recovery division and law division. Credit division is entrusted with the duties of
maintaining asset quality, assessing risk in lending to a particular customer, sanctioning credit, formulating
policy/strategy for lending operation, etc.

There is a high power credit committee who manages the credit risk of the bank. A thorough assessment is done
before sanction of any credit facility at credit division. The risk assessment includes borrower risk analysis,
financial analysis, industry analysis, historical performance of the customer, security of the proposed credit facility,
etc. All credit proposals have been placed in credit committee for sanction or make decline. Managing Director is
the Chairman of credit committee. Loans having big exposures are placed before the Board of Directors of the Bank
for sanction.

In determining single borrower/large loan limit, the instructions of Bangladesh Bank are strictly followed. Internal
audit is conducted on periodical interval to ensure compliance of Bank's and Regulatory policies. Loans are
classified as per Bangladesh Bank's guidelines.

d) Asset Liability Management Risk

Bank has high powered Asset Liability Management Committee (ALCO) to monitor Balance Sheet Risk and liquidity
Risks of the Bank. The Balance Sheet Risk is determined as potential change in earnings due to change in rate of
interest foreign exchange rates and regulatory instructions, which are not of trading nature. Asset Liability
Committee (ALCO) reviews Liquidity requirement of the Bank, the maturity of assets and liabilities, deposits and
lending, pricing strategy and the Liquidity contingency plan. The primary objective of the Asset Liability Committee
(ALCO) is to monitor and avert significant volatility in Net Interest Income (NII), investment value and exchange
earnings for the purpose of taking future action plan for better interest of the organization.

€) Money Laundering Risk
Risk Associates with probable Money laundering activities is one of the major risk in the area of banking sector.
Money Laundering risk is defined as the loss of reputation and expenses incurred as penalty for being negligent in
prevention of money laundering. For mitigating the risk the Bank has designated Chief Compliance Officer at Head
Office and Compliance Officer at Branches, who independently review the transactions of the accounts to verify
suspicious transactions.

Manuals for Prevention of Money Laundering, KYC and Transaction profile have been introduced. Training has been
imparted to Executives, Officers and staff for developing awareness and skill for identifying suspicious transactions
and other Money Laundering related activities.

f) Information & Communication Technology Security Risk
IT Guideline is a systematic approach to policies required to be formulated for IT and also to ensure security of
information and information systems. This guideline covers all information that is electronically generated,
received, stored, printed, scanned and typed. The provisions of this guideline apply to:
1. Sonali Bank Limited for all of its IT system.
2. All activities and operations required ensuring data security including facility design, physical security, network
security, disaster recovery and business continuity planning, use of hardware and software, data disposal and
protection of copy rights and other intellectual properly rights.
The implementation of Core Banking Solution (CBS) will be linked from the branches to the central database. Near
future the information will be easily accessible by senior management and is expected to be important source of
information of strategic decision-making process based on a comprehensive database. It is to be declared that the
Bank is fully compliant according to the guideline of Central Bank’s IT policy.

g) Environmental Risk
Environmental Risk is the new concern in the banking arena. Bank authority is very much aware about this. In
compliance with Bangladesh Bank's instructions and guidelines regarding environmental risk, all the activities of
the bank are being carried on. Specially, to approve the credit proposal, Bank Credit Committee meticulously
review the compliance status of the borrower regarding environmental requirement.
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2.22 Risk Management Committee Disclosure
A Risk Management Committee, comprising Directors of the Board has been formed in consistence with the Bank
Company Act 1991 (Amended to date) and directives of BRPD Circular No. 11 dated 27.10.2013 of Bangladesh
Bank. Bank's risk management approach includes minimizing undue concentrations of exposure, limiting potential
losses from stress events and ensuring the continued adequacy of all our financial resources. The committee is
playing a vital role in risk management of the bank. It has a long term plan to develop risk management culture in
the bank.

The risk management committee comprising of four members including chairman who are competent and
professionally skilled and also the director of the board. The name and status of the member of the Board Risk
Management Committee are stated as follows:

Name Status in the Bank Status in the committee
Mr. Ishtiaque Ahmed Chowdhury Director Chairman
Mr. A.B.M Ruhul Azad Director Member
Mrs. Dr. Daulatunnaher Khanam Director Member
Professor Dr. Mohammad Kaykobad Director Member

The risk management committee of the Board of Directors has been formed soon after the Central Bank's
instruction. The committee conducted 10 meetings in 2022 where the following issues have been discussed:

¢ Formulated risk management strategies, methodologies, guidelines and processes for risk identification, risk
assessment, risk controlling and monitoring.

» Designed a suitable organization structure for risk controlling. The committee will form separate risk
management committee in management level and supervise their activities for compliance of instruction
regarding credit risk, foreign exchange risk, internal control and compliance risk, money laundering risk, ICT risk
and environmental risk.

* Reviewed and updated all risk management policies and guidelines at least once in a year, if necessary they will
propose and place before the Board of Director for final approval.

» Evaluated, assessed and approved the record keeping and reporting system formulated by the bank management.

* Supervised the implementation of overall risk management policies and steps taken for mitigation of credit risk,
market risk and operational risk along with other risks.
* Submitted the report of decision and recommendation made by the committee to the Board on a quarterly basis.

+ Followed the instruction circulated by the controlling authority, etc.

2.23 Audit committee Disclosure

In compliance with the policy directives as well as compliance with the BRPD Circular No. 11, dated 27 October
2013 and the previous circular BRPD Circular No. 12, dated 23 December 2002 of Bangladesh Bank, an audit
committee of the board of Sonali Bank Limited was constituted by the Board of Directors in its 615th meeting held
on 15 March 1999 and thereafter lastly reconstituted in the 746th board meeting of Sonali Bank Limited held on 09
November 2021. The audit committee comprises four members including the chairman who are competent and
professionally skilled and also the director of the board. The company secretary acts as a secretary of the audit
committee. The name and status of the member of the audit committee are stated as follows:

1 |Mr.AKM. Kamrul Islam FCA, FCS Director Chairman
2 |Mr.Ishtiaque Ahmed Chowdhury Director Member
3 |Mrs. Dr. Daulatunnaher Khanam Director Member
4  |Professor Dr. Mohammad Kaykobad Director Member
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During the year 2022, the Audit Committee of the Board conducted 12 (Twelve) meetings in 2022 which the
following important issues were reviewed/discussed along with others:

» Oversee the financial reporting process & liquidity position of the bank at regular basis.

* Reviewed internal & external auditors findings on the irregularities both major & significance at different
branches of the bank and reference those to the Board with appropriate recommendation for decision, reviewed
draft & audited financial statements for the year 2021.

» Reviewed performance of internal audit 2022.

* Reviewed the reconciliation performance of inter branch transaction accounts and advised the management to
keep it regular.

 Reviewed the comprehensive inspection report on SBL by Bangladesh bank as on 31.12.2022.

* Reviewed the cash holding position of different branches & advise the management to ensure maintenance of
optimum level of cash to reduce idle cash in hand as per as practicable.

* Reviewed existing policy of ICC, Risk Grading, Credit Policy, Quarterly Risk Management Paper etc. and made
recommendation to Board for approval.

* Reviewed unaudited quarterly & half yearly financial statements of the bank for the year 2022.

¢ Monitor internal control risk management process.

+ Discussed and reviewed annual budget 2022 & revised budget 2021 and recommended to the board with some
amendments.

* Reviewed the compliance status of audit objections and advised the management to ensure full compliance of
regulatory, legal and significant issues meticulously.

* Reviewed the audit rating by internal audit on Anti Money Laundering of all branches for the year 2021.

» Discuss and reviewed the effectiveness of annual audit plan 2022 and made recommendation to the board for
approval with suggested amendments.

* Reviewed existing risk management procedures along with implementation of core risk management guidelines
and advised the managements to implement the same more effectively.

» Reviewed the audit report of the subsidiaries and directing the authority to take necessary action as appropriate.

2.24 Credit Rating of the Bank

As per the BRPD circular no. 6, dated 5 July 2006, the Bank has done its credit rating by Emerging Credit Rating
Limited based on the financial statements of Sonali Bank Limited dated 31 December 2021. The following ratings

had been awarded:
Date of Rating | Long
Declaration Valid till Mode Term Short Term Outlook
Govt. AAA ' ST-1
30-Jun-22 29-Jun-23 Without A+ ST-2 Stable
Govt.

2.25 Implementation of BASEL-III

Banks operating in Bangladesh are maintaining capital since 1996 on the basis of risk weighted assets in line with
the Basel Committee on Banking Supervision (BCBS) capital framework published in 1988. Considering present
complexity and diversity in the banking industry and to make the Bank’s capital more risk-sensitive as well as to
improve the banking sector’s ability to absorb shocks arising from financial and economic stress, Bangladesh Bank
provides revised regulatory capital framework “Risk Based Capital Adequacy for Banks” which is effective from 1
January 2009. Both the existing capital requirement rules on the basis of Risk Weighted Assets and revised Risk
Based Capital Adequacy Framework for Banks as per Basel-II were followed simultaneously initially for one year.
For the purpose of statutory compliance during the period of parallel run ie. 2009, the computation of capital
adequacy requirement under existing rules prevailed. On the other hand, revised Risk Based Capital Adequacy
Framework as per Basel-1I had been practiced by the Banks during 2009 so that Basel-1I recommendation could
effectively be adopted from 2010. From January 2010, Risk Based Capital Adequacy Framework as per Basel-II have
been fully practiced by the Banks replacing the previous rules under Basel-I. Bangladesh Bank adopted "Guidelines
on Risk Based Capital Adequacy (Revised Regulatory Capital Framework for Banks in line with Basel-1II)" as per
BRPD circular no. 18 dated 21 December 2014 replaced of "Guidelines on Risk Based Capital Adequacy (Revised
Regulatory Capital Framework for Banks in line with Basel-1I)". This circular shall come into force with effect from
01 January 2015. These new global regulatory and supervisory standards mainly addressed the following areas:
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