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Independent Auditor’s Report
To the Governing Body of BRAC

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of BRAC (“the entity”) which comprise the statement 
of financial position as at 31 December 2019, the statement of comprehensive income, statement of changes in 
net assets and statement cash flows for the year then ended, and notes to the financial statements, including a 
summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give true and fair view, in all material respects, of the financial 
position of the entity as at 31 December 2019, and of its financial performance and its cash flows for the year then 
ended in accordance with the accounting policies summarized in note # 2 to the said financial statements.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements 
section of our report. We are independent of the entity in accordance with the International Ethics Standards 
Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other 
ethical responsibilities in accordance with the IESBA Code. We believe that the audit evidence we have obtained is 
sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter 

We draw attention to following notes to the financial statements:

(i) 	 Note # 2, which describes the basis of preparation of the financial statements and the significant accounting 
policies. The financial statements are prepared to assist the entity to meet the requirement of Clause 37 of the Rules 
and Regulation of BRAC. As a result, the financial statements may not be suitable for another purpose.

(ii)	 Note # 2.6, where management explains the impact of COVID-19 on operating activities and cash flow/
financial position of the entity and management has concluded that such reduction is temporary and once the 
outbreak is contained the entity would be back to its normal activities within a short period of time. Accordingly, 
management has not made any significant adjustment to the operating plan/cash flow forecast used for impairment 
assessment and just reassess market related conditions.

(iii)	 Note # 2.35, where management describes the reason for restatement to amend comparative financial 
information. In our opinion, such restatement is appropriate and have been properly applied. We were not engaged 
to audit or review the 2018 financial statements of the entity other than with respect to the adjustments and 
procedures required in accordance with ISA 510: Initial Audit Engagements - Opening Balances.

Our opinion is not modified in respect of these matters.
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Other matters

The financial statements of BRAC for the year ended 31 December 2018 were audited by A. Qasem & Co., Chartered 
Accountants, who expressed an unmodified opinion on those financial statements on 24 March 2019.

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

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

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

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

Other Information 

Management is responsible for the other information. The other information comprises the Annual Report, which we 
could not obtain prior to the date of this auditors’ report, which is expected to be made available to us after that date.
 
Our opinion on the financial statements does not cover the other information and will 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 and, in doing so, consider whether the other information is materially inconsistent with the financial statements 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. 
 
If, based on the work we have performed on the other information that we obtained prior to the date of this auditors’ 
report, we conclude that there is a material misstatement of this other information, we are required to report that fact. 
We have nothing to report in this regard.
 
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 and take appropriate actions in accordance with ISAs.

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

We also:
 
•	 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, 

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

 
•	 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control.

 
•	 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 

related disclosures made by management.
 
•	 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based 

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

 
•	 Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, 

and whether the financial statements represent the underlying transactions and events in a manner that 
achieves fair presentation.

 
•	 Obtain sufficient and appropriate audit evidence regarding the financial information of the entities or business 

activities within the entity to express an opinion on the financial statements. We are responsible for the direction, 
supervision and performance of the audit. We remain solely responsible for our audit opinion.

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

 

Dhaka,	 Md. Rokonuzzaman FCA
Dated, 15 April 2020	 Partner 
	 ACNABIN, Chartered Accountants
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BRAC
(Registered in Bangladesh under the Societies Registration Act, 1860)

Notes to Financial Statements
For the year ended 31 December  2019

1	 Introduction:

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

2	 Summary of Significant Accounting Policies:

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

	 Given the nature and diversity in activities, BRAC has not been in a position to fully comply with the International Financial 
Reporting Standards (IFRSs). However, as leading NGO in both local and international perspective, BRAC has always been 
in persuasion to present the best possible Financial Statements adhering to the applicable reporting norms including IFRSs 
as found suitable. Also, there was no specific set of guiding rules or regulations including accounting and financial reporting 
standards strictly applicable for organization, like BRAC, hence BRAC had to choose and pick suitable reporting guidelines 
to be able to formulate a set of policies to be followed in presenting its financial statements. Over time, all these policies have 
been acceptable by the stakeholders and users of BRAC’s financial statements.  

 
	 But, according to the recently circulated gazette (Public Gazette by Financial Reporting Council on dated 16 March 2020), 

requiring Public Interest Entities to comply with IFRS in presenting financial statements, BRAC is contemplating to undertake 
an initiative to critically workout the gap between existing reporting policies to the applicable IFRSs. Based on the results of 
this initiative, BRAC would take necessary steps to bridge the gap by implementing additional policies including modification 
into the existing, in coming years, if found appropriate.

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

2.1	 Basis of preparation of financial statements

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

	 These financial statements include the financial statements of BRAC and, the related undertakings set out in Note 10 in 
which BRAC has equity interests through which it exercises control or significant influence. As stated in Note 2.5, BRAC, 
being a society under the Societies Registration Act, 1860, is not subject to any requirement to prepare consolidated financial 
statements.

	
	 In contrast to the ownership of equity interest in related undertakings, BRAC also extends gratuitous grants or provides 

donor liaison assistance to certain organisations that, in some instances may bear names with resemblance to BRAC, viz 
BRAC University, Stitching BRAC International, BRAC International Holdings B.V, BRAC Afghanistan, BRAC Myanmar, BRAC 
Tanzania, BRAC Uganda, BRAC South Sudan, BRAC Pakistan, BRAC Liberia , BRAC Sierra Leone, BRAC Philippines, 
BRAC Nepal and BRAC Rwanda . However, no equity is held in these entities, and BRAC’s financial statements therefore do 
not include the financial information of these entities. 

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

2.1	 Basis of preparation of financial statements (contd.)

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

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

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

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

2.2	 Reporting period

	 These financial statements have been prepared for the period from 1 January 2019 to 31 December 2019

2.3	 Authorisation for issue

 	 These financial statements have been authorised for issue by the Finance Committee of BRAC on 15 April 2020

2.4	 Functional and presentation Currency

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

2.5	 Use of estimates and judgements

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

2.6	 Going Concern

	 In the Covid 19 outbreak situation, the organization responded to support the community with awareness campaign activity, 
offering food support to the financially affected group in addition to coordinating with Govt. to support medical response with 
BRAC doctors & volunteers.

	 Due to the lockdown situation, BRAC’s financial performance and growth may get disrupted in 2020 and 2021, depending 
on the duration of lockdown but will not have any impact on going concern. BRAC’s current liquidity along with its reputation 
on the local money market gives the organization required strength to recover from the economic shutdown and be on track 
for growth path in 6 to 12 months time. The management believes that Covid 19 will not have any material impact on BRAC’s 
financial strength and future stability. The management along with Board personnel are assessing the status on a regular basis 
and risk mitigating measures.

	 BRAC has adequate resources to continue in operation for foreseeable future and hence, the financial statements have been 
prepared on going concern basis. 

2.7	 Non-consolidation

	 BRAC, being a society registered under the Societies Registration Act, 1860 is not subject to any requirement on the 
preparation of consolidated financial statements. Accordingly, BRAC’s investments in related undertakings wherein the 
effective equity interests are more than 50% are accounted for  as explained in Note 2.16, together with related undertakings 
in which BRAC has significant influence and/or where effective equity interests are between 20% and 50%.
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2.	 Summary of Significant Accounting Policies (contd.):

2.8	 Donor grants

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

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

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

	 For ongoing projects and programmes, any expenditure yet to be funded but for which funding has been agreed at the end of 
the reporting period is recognized as grant receivable.

2.9	 Revenue recognition

	 Social Enterprises projects

	 Social Enterprises comprise Aarong Rural Craft Centre, BRAC Printing Pack, BRAC Dairy and Food Project, Seed and Agro 
Enterprises, Fish and Prawn Hatcheries, Artificial Insemination Center, Horticulture Nurseries, Chilling Centres, Broiler Rearing 
and Meat Marketing, Salt Production and Marketing, Recycled Hand Made Paper Production and Health Product related 
activities.

	 Revenue from sale of goods

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

	 Service charge on microfinance loans

	 Service charges on microfinance loans  are recognized on an accrual basis as income.  The recognition of service charge 
ceases when a loan is transferred to non-interest bearing loan as described in Note 2.14.  Service charge is included in income 
thereafter only when it is realized. Loans are returned to the accrual basis only when the full amount of the outstanding arrears 
of loans received and future collectability is reasonably assured.

	 Interest on bank accounts, fixed deposits, bonds

	 Interest income is recognised on an accrual basis.

	 House property income

	 House property income is recognised on an accrual basis whether cash is received or not.
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2.	 Summary of Significant Accounting Policies (contd.):

2.9	 Revenue recognition (contd):

	 Other income

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

	 Community contributions

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

2.10	 Expenses

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

2.11	 Property, plant and equipment

	 All items of property, plant and equipment are initially recorded at cost. Cost includes expenditures that are directly attributable 
to the acquisition of property, plant and equipment. The cost of an item of property, plant and equipment is recognised as an 
asset if, and only if all the following conditions are met:

	 a) the asset is available for use
	 b) it is probable that future economic benefits will flow to BRAC
	 c) the cost of the item can be measured reliably and exceeds Tk. 2,000
	 d) it is expected to be used for more than 3 years

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

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

	 Item							       Annual Depreciation Rate (%)

	 Buildings	 4-10
	 Furniture & Fixtures	 10-20
	 Equipment	 15-33.3
	 Computer and IT Equipment	 20-33.3
	 Vehicles	 20
	 Bicycles	 20
	 Machinery	 20
	 Deep tube wells and tanks	 20
	 Hatcheries	 20
	 Motorcycles	 20
	 Camp/Poultry/Livestock sheds	 20
	 Crates/Mannequins/Samples	 33.33
	 Software	 20

	 Assets under construction included in plant and equipment are not depreciated as these assets are not yet available for use.
	
	 The carrying values of property, plant and equipment are reviewed for impairment when events or changes in circumstances 

indicate that the carrying value may not be recoverable.
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2.	 Summary of Significant Accounting Policies (contd.):

2.11	 Property, plant and equipment (contd.)

	 The residual value, useful life and depreciation method are reviewed at each financial year-end, and adjusted prospectively, if 
appropriate. An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are 
expected from its use or disposal. Any gain or loss on derecognition of the asset is included in the statement of income and 
expenditure in the year the asset is derecognized.

2.12	 Microfinance loans

	 BRAC’s activities include providing micro-finance loans to members without collateral, on a service charge basis under various 
programmes. Loans inclusive of service charge and are stated net of provision for loan losses.

2.13	 Provision for loan losses

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

	 Loan Classification	 Days in Arrears	 Provision required

	 Standard	 Current (no arrears)	 1%
	 Watchlist	 1 - 30	 5%
	 Substandard	 31 - 180	 25%
	 Doubtful	 181 - 350	 75%
	 Loss	 Over  350	 100%

2.14	 Loans written off

	 Loans within their maturity period are classified as “ Current Loans”. Loans which remain outstanding after one month of their 
maturity period are considered as “Late Loans”.  Late Loans which remain unpaid after one year are classified as “Non-Interest 
Bearing Loans” (NIBL). The total amount of NIBL, which are considered bad and have no possibility of recovery, is referred to 
the Governing Body of BRAC for approval of write off, generally within one year from the date when a loan is transferred to 
NIBL. Generally loans are written off twice a year i.e. July and December. Any collections realised from loans previously written 
off are credited to the statement of income and expenditure.

2.15	 Provisions

	 Provisions are recognised when BRAC has a present obligation as a result of a past event and it is probable that an outflow of 
resources embodying economic benefits will be required to settle the obligation, and a reliable estimate of the  amount can be 
made. Provisions are reviewed at each balance sheet date and adjusted to reflect the current best estimate.

2.16	 Investments in related undertakings

	 Related undertakings refer to separately-established undertakings in which BRAC has significant influence and/or effective 
equity interests. Details of these undertakings are disclosed in Note 10.

	 BRAC’s investments in these undertakings are initially recorded at cost and subsequently adjusted to reflect BRAC’s  share 
of results for  each period added to or deducted from the respective investment costs, from the dates of  their acquisition 
and to the dates of their disposal. Distribution received from the  undertakings is recognised in the statement of  income and 
expenditure. Unrealised share of profit from undertakings as well as any changes in net assets in the related undertakings 
other than by the effect of operating results are recognised directly in the statement of changes in net assets. On disposal, 
gains or losses representing the difference between the proceeds on disposal and the carrying value of the undertakings 
at the date of disposal are recognised in the statement of income and expenditure. Gain or losses on dilution of interest in 
related undertakings, representing the  difference in BRAC’s share of net assets before and after the  dilution concerned is also 
recognised in the statement of income and expenditure. Provision is also made for any impairment if the carrying amount of 
an investment exceeds its recoverable amount.

	 In case the share of losses from related undertakings is equal or more than the cost of investment then those losses were not 
recognised.
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2.	 Summary of Significant Accounting Policies (contd.):

2.17	 Investment in securities and others

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

	 After initial recognition, investments in shares of listed companies are subsequently measured at fair value, with unrealized 
gains or losses recognized in the statement of income and expenditure. Fair value is generally determined by reference to 
stock exchange quoted market bid prices at the close of business on the balance sheet date, adjusted for transaction costs 
necessary to realize the asset.

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

2.18	 Accounts receivable

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

2.19	 Inventories

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

2.20	 Motorcycle replacement fund

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

2.21	 Self - insurance fund

	 BRAC has created a self-insurance fund to cover the risks of cyclone and fire on its properties and motorcycles. This self-
insurance fund is based on estimates by the Governing Body, and as from 2001, by reference to external actuarial valuations. 
It is held as a provision within ‘Other long term liabilities’, as depicted in Note 18, and is not externally funded.

	 BRAC also sets aside monthly amounts equivalent to 1% of the basic salary of employees, to constitute the group self-insurance 
fund. This fund is to cover liabilities arising out of death and other permanent injuries suffered by the employees. The terms of 
employment provide for payment in the event of death or permanent injury, of amounts ranging from 12 months’ equivalent of 
basic salary in the first year of employment, to 50 months’ equivalent of basic salary in the 10th year of employment onwards. 
The self-insurance fund for employees is held as a provision, also within ‘Other long term liabilities’ and is not externally funded. 
It is based on estimates by the Governing Body, and as from 2001, by reference to external actuarial valuations.

	 The employee self-insurance fund is used only for  the staff who are working outside Bangladesh and any special cases, which 
is not covered by the employee group insurance.

	 The extent of future liabilities requiring current provisions, and the rate of provisions required in the immediate following 
financial periods have been determined based on actuarial valuation carried out in 2019.
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2.	 Summary of Significant Accounting Policies (contd.):

2.22	 Employee gratuity and redundancy fund

	 BRAC makes provisions for an Employee Gratuity and Redundancy fund, on the basis of two months’ basic salary for each 
completed year’s service for each permanent employee (based on basic salary of the last month). The fund is held as a 
provision within ‘Other long term liabilities’, as depicted in Note 18, and is not externally funded. Gratuity is to be disbursed 
upon retirement of employees whilst redundancy disbursements are to be made as a one-time termination benefit in the event 
of cessation of service from BRAC on grounds of redundancy.

	 The extent of future liabilities requiring current provisions, and the rate of provisions required in the immediate following 
financial periods have been determined based on actuarial valuation carried out in 2019.

2.23	 Employee provident fund

	 BRAC makes contribution to a recognised contributory provident fund for its eligible employees which is operated by a Board 
of Trustees. The contribution by BRAC is 10% of the basic salary of each confirmed employees and this is equivalent to the 
contribution by each eligible employee. Contributions to this fund are recognised as an expenses in the period in which the 
employee services are performed.

2.24	 Employee group insurance

	 BRAC is maintaining a group insurance policy with Guardian Life Insurance Ltd. for covering the risk of life of the employee 
and family health , on a monthly fixed premium basis. This policy is to cover liabilities arising out of death and other permanent 
injuries suffered by the employees. The terms of employment provide for payment in the event of death or permanent injury, of 
amounts ranging from 50 months for natural death, permanent injuries and 100 months for accidental death  equivalent of last 
month basic salary .  In case of health coverage, it covers inpatient and outpatient medical facilities in all over the Bangladesh 
as well as in abroad.

2.25	 Foreign currencies

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

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

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

		  2019	 2018
		  Taka	 Taka
	 United States Dollars (USD)	 83.95	 82.75
	 Euro	 94.03	 95.33
	 Great Britain Pound (GBP)	 110.28	 108.94
	 Australian Dollars (AUD)	 58.54	 59.93

	 BRAC’s foreign currency denominated assets and liabilities are disclosed in Note 28.

2.26	 Taxation
	
	 Income tax liabilities for the current period are measured at the amount expected to be paid to the taxation authorities 

in accordance with the Income Tax Ordinance, 1984 (Amended) for activities by which BRAC generates taxable income. 
Management periodically evaluates positions taken in the tax returns with respect to situations in which applicable tax 
regulations are subject to interpretation and establishes provisions where appropriate. 
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2.	 Summary of Significant Accounting Policies (contd.):

2.27	 Borrowing costs

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

	 Borrowing costs are recognised as an expense in the period in which they are incurred except where such costs are directly 
attributable to the acquisition, construction or production of a qualifying asset, in which case these costs are capitalised as 
part of the cost of that asset. Qualifying assets are assets that necessarily take a substantial period of time to get ready for 
their intended use or sale.

2.28	 Impairment of assets

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

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

2.29	 Financial instruments

	 Financial instruments are recognised in the balance sheet when BRAC has become a party to the contractual provisions of 
the instrument. 

a)	 Investments in related undertakings

	 Investments in related undertakings are stated at cost less impairment losses. The policy for the recognition and 
measurement of impairment losses is in accordance with Note 2.16. 

b)	 Investments in securities and others

	 Investments in securities and others are  stated at cost, subsequently adjusted for  fair value or at amortized cost. The 
policy for the recognition and measurement of impairment losses is in accordance with Note 2.17. 

c)	 Receivables

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

d)	 Payables

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

e)	 Interest-bearing borrowings

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

	 All borrowing costs are recognized as an expense in the statement of income and expenditure in the period in which 
they are incurred. The carrying values of these financial instruments approximate their fair values due to their short term 
maturities. 
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2.	 Summary of Significant Accounting Policies (contd.):

2.30	 Cash and cash equivalents

	 Cash and cash equivalents for the purposes of the statement of cash flows comprises cash and bank balances and unpledged 
fixed deposits, against bank overdrafts, if any, are deducted. Included in cash and bank balances are donations which are 
received through donor grants. By virtue of donor agreements, the manner in which such donations are to be applied may be 
restricted to specific projects and/or assets. 

2.31	 Contingent liabilities

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

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

*	 the amount of the obligation cannot be measured with sufficient reliability 

	 Contingent liabilities are not recognised but disclosed in the financial statements unless the possibility of an outflow of 
resources embodying economic benefits is remote . 

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

2.32	 Events after the balance sheet date

	 Events after the balance sheet date that provide additional information about the organization’s position at the balance sheet 
date are reflected in the financial statements. 

	 The COVID-19 outbreak has developed rapidly in 2020, with a significant number of infections. Measures taken by various 
governments to contain the virus, have adversely affected economic activity. We have taken a number of measures to monitor 
and prevent the effects of the COVID-19 virus such as safety and health measures for our people (like social distancing and 
working from home) and securing the supply of materials that are essential for the safety of our staff. At this stage, the impact 
on our business and results is limited. We will continue to follow the various national institution policies & guidance and in 
parallel will do our utmost to continue our operations in the best and safest way possible without jeopardizing the health of 
our people.

	 Since the end of reporting period there has been no material changes affecting the financial position of BRAC.

2.33	 Segmental reporting

	 BRAC is organised into operating segments based on projects and programmes which are independently managed by the 
respective program managers responsible for the performance within the operating segments. 

	 The programme managers report directly to the management of BRAC who regularly review the segment results in order to 
assess segment performance. Additional disclosures on each of these segments are shown in notes 31 and 32 respectively. 
BRAC provides segment information voluntarily. 

2.34	 Comparatives and reclassification

	 Comparative information have been disclosed in respect of the year 2018 for all numerical information in the financial 
statements and also the narrative and descriptive information when it is relevant for understanding of the current period’s 
financial statements.

2.35	 Prior Period Adjustments

	 BRAC had a dispute with tax authorities for the tax payable of different years between 1991-92 to 2009-10. Following a 
Supreme Court directive, pending outcome of Review Petition, BRAC paid a tax amount of BDT 438,66,23,917  during 2015-
16 for some of the disputed years, which was recorded as advance income tax in the books of accounts instead of charging 
to Income Statement.

	 Based on outcome of Review Petition in 2019, BRAC recognized the entire amount of BDT  438,66,23,917   as an adjustment 
to Net Assets in accordance with IAS 8 Accounting Policies, Changes in Accounting  Estimates and Errors. Comparatives 
have been restated accordingly.
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