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Vision Corporate Values

To be a Bank of Excellence in the Customer Satisfaction:
communities and corporate sector of We believe in addressing the financial services
Nepal. need of the customer governing the principle

of mutual respect and benefit.

Social Corporate Responsibility:

. . We support in promoting and deserving the
M ISSIOn social activities that is in the public interest.
Creating values to our customers,
investors, human resources and all of
our stakeholders' for being a "Bank of
oice" in the Nation.

Professional Ethics:
We believe and work in the environment with
high moral, ethical and legal standards.

Excellency in services:
We are committed to provide easy, quick and
qualitative financial services.

Improvement & Innovation:
For gearing up the services we provide,
continuous improvements and innovations
in the products & services and team with
professionalism are timely addressed.

SHINE RESUNGA

DEVELOPMENT BANK LTD
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Best Managed
Development Bank 2022

Shine Resunga Development Bank
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Shine Resunga Development Bank Ltd was
awarded as'Best Managed Development
Bank 2022" on December 12, 2022 Monday
amid a grand ceremony during the 7th Newbiz
Business Conclave & Awards” organized by
New Business Age Pvt Ltd. Shine Resunga
Development Bank was selected by a jury
after going through detailed research on each
of the short-listed organizations and business
leaders.New Business Age hasbeenorganizing
Business Conclave & Awards annually since
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2013 with an aim to hold discourse on crucial
business and economic issues and honour
business excellence by recognizing quality
works done by people and organizations. Shine
Resunga Development Bank was awarded
in the presence of the Rt. Hon'ble Janardan
Sharma “Prabhakar” - Finance Minister of
Nepal, Dr. Neelam Dhungana Timsina - Deputy
Governor Nepal Rastra Bank, Dr. Toya Gyawali
- Secretary, Minister of Industry & Supplies
and many other dignitaries.



rm SHANU

Namaste

~

How may |
help you?

A

SHANU,

the Virtual Assistant

SHANU, a chatbot virtual assistant
represents “Excellency in Services”
value of Shine Resunga Development
Bank. Shanu is a reflection of our
discipline, service with a smile,
humility, and prompt service delivery
cultures. Shanu is in-built within our
website to respond to all the queries
24 Hours * 365 Days. Shanu is
also our initiative to promote digital
banking for the delivery of efficient,
convenient and inclusive banking
services.
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Shine Business Meet 2022

Shine Business Meet 2022 was organized
from Shrawan 13, 2079 to Shrawan 14, 2079.
The participants of the meet were Executive
Team, Head of Departments, Cluster Heads
and BranchManagers. The purpose ofthe meet
was to reflect the overall bank’s performance
and milestones of the previous fiscal year
2078/79 and develop annual strategic target/
plan for the fiscal year 2079/80.

The Chief Executive Officer Mr. Prakash

Poudel presented the strategic direction
of the bank for the execution of the annual

target in the meet. It also included the
session and presentations from Deputy Chief
Executive Officer Mr. Lok Raj Paneru, Head
of Departments and Cluster Heads covering
action plans for the achievement of the annual
target/plan. The meet was followed by Team
Building Activities and Employee Rewards
and Recognition on categories like Consistent
Performing Branch for last 3 Years, Branch
with Sound Compliance Function 2078/79,
Branch with Highest Credit Growth 2078/7S,
Branch with Highest Deposit Growth 2078/79
and Best Digital Performing Branch 2078/79.
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14™ Anniversary Celebration of
the Development Bank

Shine Resunga Development Bank
celebrated its 14th Anniversary on
Falgun 11, 2078 with series of activities.
It included a Press Conference with the
media, Announcement of

WS NS gFdIRaT REPR, Employee
Rewards & Recognition, Free Dental
Check-Up Program and Inception of
“Shine Resunga Grow GreenProject”.

Addressing the media in the press
conference, Mr. Thanesor Poudel,
Chairman of the Board, transparently
presented all the financial dats,
development bank's activities,
milestones of the bank in last 14 years
and future plans of the bank. Mr. Poudel
also pledged the plantation of 14000
plants in 1 year under the Corporate
Social Responsibility initiative  of
the bank for green and sustainable
environment.  Similarly, the bank
honored Economic Journalist Yam Lal
Bhushal with the award “smga  3nfeie®
gFGIRGl  REBR’ in the occasion
of bank's 14th anniversary for his
28 uyears+ contribution to Nepal's
Economic  and Research-Based
Journalism.  Employees of the
development bank in three categories
Best Branch of the Year — Urban Ares,
Best Branch of the Year - Rural Area
and Shine Innovation Award were also
recognized in the program. The bank
also conducted Free Dental Check-
Up Program in the central office,
Kalikanagar- Butwal in collaboration
with  Adhunik Samaj Dental Care
Pvt. Ltd under its Corporate Social
Responsibility initiative.

- FALGUN 11, 2078

Journalist Yam Lal Bhushal honored * s+ s1ifies u=aiRar g
by the Chairman of the BODs Mr. Thanesor Poudel.

1 B E T s

Nurse examining a lady in the Free Dental Check-Up Program
by Shine Resunga Development Bank.
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4% From the Left: Mr. Pritesh Singh awarded with Shine Innovation
I Award, Ms. Pabitra Khanal (BM of Shankarnagar Branch awarded with
Best Branch 2078/79-Urban Area, Mr. Thamman Bahadur K.C. (BM of

| Bhingri Branch) awarded with Best Branch 2078/79-Rural Area.




Shine Resunga
Grow Green Project

14,000+ Tree Plantation as a part of development bank's

Corporate Social Responsibility (CSR)
"We supportin promoting and deserving
the social activities that is in the public
interest" is one of the major corporate
values of Shine Resunga Development
BN Bank as an Organization. Therefore, in
™ SHINE RESUNGA ‘ order to translate the same value, the
O™  development bank had taken a pledge
to plant 14,000 trees/plants in its
14th Anniversary i.e. Falgun 11, 2078
covering most places of Nepal.
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Project Data Interpretation
O Total Trees Planted = 14,040
O Districts Coverage = 20 Districts

P&\

O Collaborations Partner
Organizations = 100+
O Species of the Plants = 32

{C SHINE RESUNGA

““e=y DEVELOPMENT BANK LTD.

Kalikanagar (Butwal —Bhairahawa Highway)
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Therefore, a project named "Shine Resunga Grow
Green Project" was run by the CSR Department
of the development bank throughout the year
to achieve the goal of planting 14000 trees. The
project was designed in a8 way that it enabled the
mobilization and participation of all the branch team
members in collaboration with the local community,
local forest administration, local government bodies
and local social clubs. "Shine Resunga Grow Green
Project" was also linked with employee rewards
and recognition where the development bank shall
recognize three branches under various categories to
foster high performance culture. The objective of the
Shine Resunga Grow Green Project is to help make
Nepal a clean and green where everyone has access
to a clean environment and can live a healthy life,
eventually to build a healthy nation. Further, our other
objectives included protecting crucial areas of land,
enrich biodiversity, support long-term conservation
goals, encourage reforestation process and ensure
care of young trees.
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Digital Financial
Literacy Program

a CSR initiative of the development bank

Shine  Resunga Development  Bank
successfully conducted 28 Financial Digital
Literacy Programs with 3507 participants
in the Fiscal Year 2078/79 covering the
areas like Financial Management, Financial
Discipline, Digital Banking, Saving Habits and
Ways to leverage the bank’s loan facilities.
(RIS ” The purpose of the Digital Financial Literacy

o S Programs of the development bank is to
7 ensure financial inclusion covering inclusive
measures forimproving access to and usage
of personalized banking services with ease
and convenience.

™ SHINE RESUNGA

DEVELOPMENT BANK LTD.
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CARD
NUMBER

CVwV PASSWORD

(@) SHINE RESUNGA

<= DEVELOPMENT BANK LTD.
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O 07415502 415503 | Toll Free ;16607152000 | @) info@srdbcomnp | www.srdb.com.np

We are driven by a mission to facilitate people
to have the capability and tools to manage
and create their savings and also empower
them with the skills and knowledge to make
the right financial decisions. Other objectives
included promotion of digital banking, bringing
all citizens within the circumference of banking

q9

services, building capacity among individuals
to manage risks of digital banking etc.

Similarly, the development bank constantly
produces digital contents (audio, images and
videos) to aware customers from digital frauds
and other risks while using mobile banking.

(D
\4\“’

ag 3if

Q09¢[06R

{



Employee Learning & Development
and Employee Wellbeing

Continuous Learning and
Development is one of the
important  cultures of Shine
Resunga Development Bank
Limited. Well Learned, Developed,
Updated and Professional team
members  bring  competitive
advantage to organization by
meeting the expectations of the
customers and mitigating the risks.

The bank conducts L&D sessions
on different topics throughout
the year based on the Annual
L&D Calendar of the bank to
strengthen each team member of
the development bank. Our L&D
strategy includes development
of customized training programs
by identifying knowledge or skill ‘ ferodilraIggg ; Tamgash
gaps within the workforce. "
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Development Bank Limited

(@ sHneERESUNGA | oo
= DEVELOPMENT BANK LTD. www.srdb.com.np

We recently measured the
Employee
Happiness Index
(EHI)

of Shine Resunga

through a survey among
our team members
and we have scored

where 10 indicates the
highest degree of
Employee Happiness

We are driven by a belief that, a satisfied and
happy team member contributes more than
expected within the organization. Therefore,
the bank measures Employee Happiness
Index (EHI) every year to measure how happy
are the team members of the bank. The bank

prioritizes both the mental and physical health
of the team members. The bank conducts
several sessions related to mental wellbeing
while also introducing number of facilities
to guarantee team members' physical well-
being.
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Shine Business Presentation
Competition Season |

Chive Busines: ——
PRESENTATION cowmperiion

Season 1

Winvers Announcemen'(' Progmm

P Tousap oMY

WINNER

AT

The team of Promise Rai Bantawa, Priyanka Aryal, Sumit P. Kashaudhan and Prasansha Adhikari, the BBA BI students of Ksh|t|z Internatlonal
College was announced asthe winners of the competltlon on Karti 079 through a for SR Hotel, Drlvertole Rupandehl Nepal.

SENTATION coveermon 4;':," Shine Resunga Development Bank successfully
s = organized Shine Business Presentation Competition
1ers Aumouncesmesi! Vrogram 7 Season | Fifty-two Management Bachelors

Level Students from 11 colleges of Rupandehi
and Kapilvastu districts participated in the Shine
Business Presentation Competition Season | where
students demonstrated their business, presentation
and research skKills to the panel of judges in the topic
"“SWOT Analysis of Shine Resunga Development
Bank” on September 16, 2022, in the Central Office
of the development bank.

The purpose of the competition was to provide all
of these students with a glimpse of the corporate/
business world and better prepare them for future
employment and entrepreneurship opportunities.
As today's youth are tomorrow's future leaders, the
purpose was solely to empower the youth and build
analytical capacity among the students. Another
objective of the competition was to exercise social
audit of the bank and receive external insights about
the bank's strengths, weakness, opportunities and
threats from young talents so that the management
can develop strategies to overcome the evolving
market challenges.
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Shine Office Tour

120 Team Members of Central Officeincluding
the Executive Team participated in Shine
Office Tour Video produced by the branding
department of the bank. The video was the
reflection of our participatory management,
vibrant work culture and explicit team work.
The purpose of the video was also to share
information about the resources of the bank
including human resources and physical
infrastructure to all the stakeholders. The
video is uploaded in the official youtube
channel of the bank and is also the most
viewed videos of the bank.

The central office of Shine Resunga
Development Bank has dedicated space
for Child Care and a facility of Sanitary Pad
vending Machine for women team members.
The initiative is an employee wellbeing effort
of the bank to build a child and women
friendly work environment.

Successful Installation of

SANITARY PAD VENDING MACHINE in our

Central Office as a part of Shine Employee
Health & Safety Initiative.

#Life@Shine | #EmployeeHealth&Safety

<1

Shine Child Care Center
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Team Shine Dedicated to Create Value for Every Stakeholders.
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Key Financial Highlights

Total Assets

T Yo 31d &0 BT

MG oIl

Net Profit
T &8 HAS TO TA

Branches
(RMAEX)

AT =T

No. of Branches
CC

Deposit

J. 83 31d 88 BIAS

YRRl Py

Shareholder Equity Fund

T Y 31d 89 BAS

No. of Customers
3D Y ¥ YO AR

daif d2r Ad1ac
Loans & Advance

J. 3C 31d 03 BIAS

Paid-up Capital
T 3 31d oT BT

BOHAR]T =01
No. of Employees
©0
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SHINE RESUNGA | amsar 3Rqg Seretue 3 fon

DEVELOPMENT BANK LTD.

e 071-415502 | 415503 | @ info@srdb.com.np | www.srdb.com.np
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Message from the
Chairman

3TedIeTchl dodcel
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PR TG SR I 9330 URIPT 999 I/R TN
9y yferd @Ml fAaRe T Uk 99 IRAMY
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ITRRDT AP 96 571 96a 9udr 1 |
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“Excellence is never an accident; it is result of
high intention, sincere effort, intelligent direction,
skillful execution and the vision to see obstacles as
opportunities”
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Paid-up Capital (In Million)

1,378.62 1,622.67

2074-75

2075-76

3,016.34

2076-77

%

2077-78

3,408.46

3,781.01

2078-79
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Reserve & Surplus (In Million)

1,630.53
1,444.87
1,235.06
762.00
= -
2074-75 2075-76 2076-77 2077-78 2078-79
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Total Assets (In Million)

50,673.22

42,230.04
35,269.43

21,467.05
. -
2074-75 2075-76 2076-77 2077-78 2078-79
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Total Deposits (In Million)

43,449.79

35,766.29
30,589.69

18,910.01
14,539.92

2074-75 2075-76 2076-77 2077-78 2078-79

Deposit Mix

Saving
@ Fixed
@ Current & Other
@ call
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Loan & Advance (In Million)

38,037.19
31,835.46

24,871.71

16,146.18

12,337.42

2074-75 2075-76 2076-77 2077-78 2078-79

Loan & Advance Mix

. Term Loan
@ Overdraft
@ Trust Receipt Loan / Import Loan
B pemand & Other Working Capital Loan
@ Residential Personal Home Loan (Up to Rs. 15 million)
20% @ Real Estate Loan
Margin Nature Loan
Hire Purchase Loan
@ Deprived Sector Loan
@ Bills Purchased

Other Product
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Interest Income (In Million)

4,680.34

3,227.88 3,208.85

2,174.96
1,605.31

2074-75 2075-76 2076-77 2077-78 2078-79
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Interest Expenses (In Million)

3,017.29

1,965.64 1,870.42

1,264.70

2074-75 2075-76 2076-77 2077-78 2078-79
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Net Interest Income (In Million)

1,663.05

1,262.23 1,338.43

2074-75 2075-76 2076-77 2077-78 2078-79
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Personnel Expenses (In Million)

497.27

2074-75 2075-76 2076-77 2077-78 2078-79
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Other Operating Expenses (In Million)

311.41

2074-75 2075-76 2076-77 2077-78 2078-79
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Net Profit (In Million)

648.71

2074-75 2075-76 2076-77 2077-78 2078-79
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S.R. PANDEY & Co.

Chartered Accountants

2nd Floor, House No. 2979/33
Nabil Galli, Maharajgunj

P. O. Box No. 2343
Kathmandu, Nepal

Tel.: 977-1-4720983, 2104700
Fax: 977-1-4720983
e-mail: info@srp.com.np

INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF SHINE RESUNGA DEVELOPMENT BANK LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of Shine Resunga Development Bank Limited (“the Bank”)
which comprise the Statement of Financial Position as at Ashad 32, 2079, (July 16, 2022), the Statement of Profit or Loss
(including Other Comprehensive Income), the Statement of Change in Equity and the Statement of Cash Flows for the year

then ended on that date, and a summary of the significant accounting policies and other explanatory information (hereafter
referred to as “the financial Statements”).

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid financial
statements presents fairly, in all material respects, the financial position of the bank, as at Ashad 32, 2079, (July 16, 2022),
and its financial performance, changes in equity, cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information, in accordance with Nepal Financial Reporting Standards with
allowed carveouts and comply with Company Act, 2063 and Bank and Financial Institution Act, 2073.

Basis for Opinion

We conducted our audit of the financial statements in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those Standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the bank in accordance with the Handbook of The Code of Ethics
for Professional Accountants issued by the Institute of Chartered Accountants of Nepal (ICAN), and we have fulfilled our
other ethical responsibilities in accordance with the ICAN’s Handbook of The Code of Ethics for Professional Accountants.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion on
the financial statements.

Key audit matters: our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgement, were of most significance in the audit of the
financial statements and include the most significant assessed risks of material misstatement (whether or not due to fraud)
identified, including those which had the greatest effect on the overall audit strategy, the allocation of resources in the audit,
and directing the efforts of the engagement team. We summarize below the key audit matters, in decreasing order of audit
significance, in arriving at our audit opinion above, together with our key audit procedures to address those matters and, as
required for public interest entities, our results from those procedures. These matters were addressed, and our results are
based on procedures undertaken, in the context of, and solely for the purpose of, our audit of the financial statements as a
whole, and in forming our opinion thereon, and consequently are incidental to that opinion, and we do not provide a
separate opinion on these matters.

RS
Control Performance

The Bank's key financial | User access management and control: We
accounting and reporting | tested the design, operation and effectiveness
processes are highly dependent | of control over granting, removal and
on the automated controls over | appropriateness of access rights on the
the Bank's IT systems. There is a | accounting and reporting system of the bank.
risk that gaps in the change
management, segregation  of
duties or user access
management controls (in relation
to key financial accounting and
reporting systems) may
undermine our ability to place
some reliance thereon in our
audit. Segregation of duties: Tested a sample of the
automated controls that are designed to enforce
appropriate segregation of duties.

Information Technology (IT) QOur procedure included:

Change management control operation:
Obtained and inspected the change
management policies and, for a sample of
changes in inputs and control functions on the
systems, has been reviewed to confirm that
changes had been performed in line with
approved decisions.

Test of outputs: We have tested a sample of
outputs particularly interest income and
expenses on loans and advances of the system
through manual calculations.

Findings of IT Audit: We have reviewed the IT
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Audit findings performed by the lndependént IT
auditor and the actions undertaken by the bank.

Our results: We considered the change
management; segregation of duties controls
and outputs in relation to financial accounting

aed ranartine cuctante n o e
and reporting systems to be acceptable.

Impairment of Loans and
Advances including
Income on Loans & Advances
recognized for Bad Loans

Total loans and advances: NRs.
38,466 Million as on 16" July
2022 (NRs. 32,336 Million as on
15t July 2021)

Total Impairment: NRs. 785
Million as on 16" July 2022
(NRs. 598 Million as on 15" July
2021)

Total Impairment Charge: NRs.
186 Million in FY 2021/22 (NRs.
137 Million in FY 2020/21:)

Total accrued interest income on
loans & advances is NRs. 109
Million in FY 2021/22 (NRs. 98
Million in FY 2020/21) out of total
interest income of NRs. 4,680
Million in FY 2021/22 (NRs.
3,208 Million in FY 2020/21)

Interest

Subjective Estimate

Bank's policy for the allowance for
impairment of loans and advances
has been described in Notes
3.4.5. Based on the application of
carve-out of NFRS-9 and the
impact of COVID-19 and
subsequent economic scenario,
the estimation of credit impairment
on loans and advances is
uncertain as it involves significant
management  judgement and
estimation. Further, the
compulsory carve-out to provide
for higher of NFRS 9 with allowed
carve-out or NRB Directive also
makes the assessment of
impairment important.

The carrying value of the loans
and advances can be materially
misstating if judgements made by
the management are
inappropriate.

Further, Interest income of the
bank has been recognized on
accrual basis as calculated by
Core Banking System (CBS) and
following the Guideline on
Recognition of Interest Income
2019 issued by Nepal Rastra
Bank (NRB). Recognition of
interest income on bad loans
involves the judgments on
calculating the net realizable value
of loans and receivables.
Therefore, it is considered as key
audit matters.

Our audit procedures to verify allowances for
impairment of loans and advances included,
amongst others, the following:

Control design, observation and operation:
We tested the operating effectiveness of key
controls established by the Bank to identify loss
events and for determining the extent of
provisioning required against non-performing
loans and advances.

Test of Controls on impairment: The testing
of controls included testing of:

» controls over correct classification of non-
performing loans and advances on time-
based criteria;

e control over statistical models used to
calculate the incurred loss as prescribed
under Incurred Loss Model;

e controls over monitoring of loans and
advances with higher risk of default;

* controls over accurate computation and
recording of provisions; and

s controls over the governance and approval
process related to provisions, including
continuous reassessment by the
management.

Substantive Procedures: We selected a
sample of loan accounts and performed the
following substantive procedures:

« checked repayments of loan installments
and tested classification of non-performing
loans based on the number of days
overdue.

e evaluated the management's assessment
for classification of customer’s loan facilities
as performing or non-performing based on
review of repayment pattern, inspection of
credit documentation and  through
discussions with the management.

e Assessment of control over mortgagee
value of loans and advances.

Independent re-performance: We
independently recalculated the Probabilities of
Default (PD), Loss Given Default (LGD) and
exposure at Default (EAD) for a sample of
exposures, and compared the results with
management's calculations.

Our results: We considered the impairment
charge on loans and advances and interest
recoPnition to be acceptable.
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Information Other than the Financial Statements and Auditor’s Report Thereon

The Bank’s Management is responsible for preparation of other information. The other information comprises information
included in the Management report, Report of the Board of Directors and Chairman’s statement but does not include the
financial statements and our auditor’s report thereon.

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

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

If, based on the work we have performed, 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.

Responsibility of Management and Those Charged with Governance for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial Statements in accordance with Nepal
Financial Reporting Standards, 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 and error.

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

The Board of Directors are responsible for overseeing the bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain professional skepticism
throughout the audit.

We also:

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

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

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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Bank to express an opinion in the financial statements. We are responsible for the direction, supervision and
performance of the bank audit. We remain solely responsible for our audit opinion.
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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.

Report on Other Legal and Regulatory Requirements

Based on our examination, we would like to further report that:

L

vil.

We have obtained all the information and explanations, which were considered necessary for the purpose of our
audit.

The Statement of Financial Position, Off Balance Sheet Transactions, Statement of Profit or Loss (including other
Comprehensive Income), Statement of Cash Flow and attached Schedules dealt with by this report are prepared as
per the procedure and format prescribed by Nepal Rastra Bank and agree with the books of account maintained by
the Bank.

The proper books of accounts as required by the law have been maintained by the Bank.

During our examination of the books of account of the Bank, we have not come across any cases where any office
holder of the Bank has acted contrary to the provisions of law or caused loss or damage to the Bank.

The Bank has been functioning as per the Directives of Nepal Rastra Bank.
We have not come across any fraudulence in the accounts, based on our sample examination of the books, and

The returns received from branches of the Bank though the statements are independently not audited were adequate
for the purpose of our audit.

For, S. R. Pandey & Co.
Chartered Accountants

Date: Mangsir 07, 2079
Place: Kathmandu
UDIN: 221127CA00485bydvx

Arun Raut, FCA
Partner
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Statement of Financial Position
As on Ashad 32, 2079 (16 July, 2022)

Particulars \ Notes \ As on Ashad 32, 2079 \ As on Ashad 31, 2078

Figures in NPR

Assets
Cash and cash equivalent 41 4151,806,258 4071412111
Due from Nepal Rastra Bank 42 1,322,982,034 1427712,391
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 44 - -
Other trading assets 45 - -
Loan and Advances to B/Fls 46 3,320,389,314 2,665,754,647
Loans and advances to customers 47 34,470,076,975 29,169,705,866
Investment in securities 48 6,509,153,955 4,060,182,355
Current Tax Assets 49 77915,896 64,012,229
Investment in subsidiaries 4710 - -
Investment in Associates 411 - -
Investment property 412 - -
Property and equipment 413 573,825,013 541,407,860
Goodwill and Intangible Assets 414 132,376,001 128,572,390
Deferred tax assets 415 1,848,730 -
Other assets 416 112,850,156 101,275419
Total Assets 50,673,224,332 42,230,035,268
Liabilities
Due to Bank and Financial Institutions 417 173,244,768 350,818,876
Due to Nepal Rastra Bank 418 1,407995,389 1179160,270
Derivative Financial instruments 419 - -
Deposit from customers 4.20 43,276,547753 35,415,474,790
Borrowings 4.21 25,000,000 -
Current Tax Liabilities 49 - -
Provisions 422 - -
Deferred tax liabilities 415 - 62,835,185
Other liabilities 4.23 378,901,408 368407985
Debt securities issued 4.24 - -
Subordinated Liabilities 4.25 - -
Total liabilities 45,261,689,318 37,376,697,106
Equity
Share Capital 4.26 3,781,009,014 3408463,909
Share Premium 55,109,605 55,109,605
Retained Earning 477724451 394,026,924
Reserves 427 1,097691943 995,737724
Total equity attributable to equity holders 5411535013 4,853,338,162
Non-controlling interests - -
Total equity 5,411,535,013 4,853,338,162
Total liabilities and equity 50,673,224,332 42,230,035,268
Contingent liabilities and commitment 428 1,689,556,488 2,243,687384
Net assets value per share 143712 142.39

As per our attached report of even date For and on Behalf of Board

For SR Pandey & Co. Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel

Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman

Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut

Partner

Date: Mangsir 07, 2079 Birendra Bista Namrata Bhandari Gopal Prasad Pandey

Place: Kathmandu Director Director Independent Director
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Statement of Profit or Loss
For the period commencing on Shrawan 1, 2078 and ending on Ashad 32, 2079

Figures in NPR

Particulars | Notes | FY 2078-79 FY 2077-78
Interest Income 429 4,680,340,945 3,208,850,004
Interest Expense 430 3,017,286,294 1.870,424,748
Net interest income 1,663,054,652 1,338,425,256
Fees and Commission Income 4.31 196,694,307 185,039,722
Fees and Commission Expense 432 24,455,920 10,356,376
Net fee and Commission income 172,238,387 174,683,346
Net interest fee and commission income 1,835,293,039 1,513,108,602
Net Trading Income 433 - -
Other Operating Income 4.34 39,701,693 38,667910
Total operating income 1,874,994,732 1,552,776,512
Impairment charge/(reversal) for loans and other losses 4.35 186,320,753 137,398,149
Net Operating income 1,688,673,979 1,415,378,363
Operating expenses
Personnel Expense 4.36 497270434 430,471,565
Other Operating Expenses 437 241,936,796 197217447
Depreciation and amortisation 4.38 69,470,607 55125480
Operating Profit 879,996,141 732,563,870
Non operating income 4.39 - -
Non operating expense 440 1,656,770 2,285,105
Profit before income tax 878,339,371 730,278,765
Income tax expense 441 229,632,100 226,557,006
Current tax 265,213,024 237126,368
Deferred tax Expenses/(Income) (35,580,924) (10,569,362)

Profit for the period 648,707,271 503,721,759
Profit attributable to:
Equity holders of the bank 648,707,271 503,721,759
Non-controlling interest - -
Profit for the period 648,707,271 503,721,759
Earnings per share:
Basic earnings per share 1716 14.77
Diluted earnings per Share 1716 14.77

As per our attached report of even date For and on Behalf of Board

For SR Pandey & Co. Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel

Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman

Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut

Partner

Date: Mangsir 07, 2079
Place: Kathmandu

Birendra Bista
Director

LT

Namrata Bhandari
Director

Gopal Prasad Pandey
Independent Director
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Statement of Other Comprehensive Income

For the period commencing on Shrawan 1, 2078 and ending on Ashad 32, 2079

Figures in NPR

Particulars | Notes |  Fy 207879 |  Fy 207778
Profit for the period 648,707,271 503,721,759
Other comprehensive income, net of income tax
a) ltems that will not be reclassified to profit or loss
o g?aiggc[rlgjsaeti]aﬁ;ciglLijrévestment in equity instruments (101437777) 134397170
o (e;er;tsg/[losses] on disposal of equity shares recycled to } (4104197
O Gains/(losses) on revaluation
O Acturial gain/(losses) on defined benefit plans 4,427808 8,876,414
O Income tax relating to above items 297102,991 (41,750,818)
:)e; rt:)tf!_:;a(rJ ::Itlr:grehensive income that will not be reclassified (67.906,978) 97,418,575
b) Items that are or may be reclassified to profit or loss
O Gains/(losses) on cash flow hedge
O Exchange gains/(losses)(arising from translating financial
assets of foreign operation)
O Income tax relating to above items
O Reclassify to profit or loss
Net other comprehensive income that are or may be ) )
reclassified to profit or loss
c) Share of other comprehensive income of associate
accounted as per equity method
?:)r:er comprehensive income for the period, net of Income (67.906,978) 97,418 575
Total comprehensive income for the period 580,800,293 601,140,334
Total comprehensive income attributable to: - -
Equity holders of the Bank 580,800,293 601,140,334
Non-controlling interest - -
Total Comprehensive income for the period 580,800,293 601,140,334
As per our attached report of even date For and on Behalf of Board
For SR Pandey & Co. Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman
Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut
Partner

Date: Mangsir 07, 2079 Birendra Bista

Place: Kathmandu Director
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Namrata Bhandari

Director

Gopal Prasad Pandey
Independent Director
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Statement of Cash Flows
As on Ashad 32, 2079 (16 July, 2022)

Figures in NPR

Particulars | Fy 2078-79 FY 2077-78
Cash flows from operating activities
Interest Received 4,668,904,412 3,258,346,910
Fee and other income received 196,694,307 185,039,722
Dividend Received 38,840,061 7383984
Receipts from other operating activities 236,123 30435618
Interest paid (2.990,728,967) (1.891,493,625)
Commission and fee paid (24,455,920) (10,356,376)
Cash payments to employee (484,901,254) (396,248,527)
Other expense paid (263,309,549) (209,293,048)
Operating cash flows before change in operating assets and liabilities 1142,279,213 973,814,660
(Increase)/Decrease in operating assets (6,052,042,147) (6,763,252,500)
Due from Nepal Rastra Bank 104,730,356 427501750
Placement with bank and financial institutions - -
Other Trading assets - -
Loan and advances to bank and financial institutions (654,634,667) (2134,590,423)
Loan and advances to customer (5476,659,432) (5,016,055,434)
Other Assets (25,478,404) (40108,393)
Increase/(Decrease) in operating liabilities 7,838,510,557 6,422,334,328
Due to bank and financial institutions (177574,108) (72,491,284)
Due to Nepal Rastra Bank 228,835,119 1179160,270
Deposits from customers 7861072963 5,249,092,632
Borrowings 25,000,000 -
Other Liabilities (98,823,417) 66,572,710
Net Cash flow from operating activities before tax paid 2,928,747,624 632,896,487
Income taxes paid (294,316,015) (195,375,550)
Net Cash flow from operating activities 2,634,431609 437,520,937
Cash flows from investing activities
Purchase of investment securities (2,448,971,600) (2,421,483,51)
Receipts from sale of investment securities - -
Purchase of plant and equipment (91188,066) (146,519,993)
Receipt from sale of property and equipment - 2191144
Purchase of intangible assets (14,503,306) 1,724,066
Receipt from sale of intangible assets
Purchase of investment properties - -
Receipt from the sale of investment properties
Interest received
Dividend received
Net cash used in investing activities (2,554,662,971) (2,564,088,294)
contd...
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Cash flows from financing activities

Receipt from issue of debt securities

Repayment of debt securities

Receipt from issue of subordinated liabilities

Repayment of subordinated liabilities

Receipt from issue of shares

Dividend paid

Interest paid

Other receipt/payment

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents 79,768,638 (2126,567,357)
Cash and Cash Equivalents at Shrawan 01 (Beginning of the Year) 4,0714121M 6,198,322,304
Cash and Cash Equivalents transferred from Merger
Effect of exchange rate fluctuations on cash and cash equivalents held 625,510 (342,837)
Closing Cash and Cash Equivalents 4,151,806,258 4,071,412111
As per our attached report of even date For and on Behalf of Board
For SR Pandey & Co. Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman
Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut

Partner

Date: Mangsir 07, 2079
Place: Kathmandu

Birendra Bista
Director

Namrata Bhandari
Director

Gopal Prasad Pandey
Independent Director
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Statement of Distributable Profit or Loss

As on Ashad 32, 2079 (16 July, 2022)

Figures in NPR

Particulars | Fy 2078-79 FY 2077-78
Opening Retained Earnings 394,026,924 396,428,536
Adjustment in Opening RE due to NFRS 16 (2,008,629) -
Net profit or (loss) as per statement of profit or loss 648,707,271 503,721,759
Appropriations:
a. General reserve (129,741,454) (100,744,352)
b. Foreign exchange fluctuation fund (156,378) -
c. Capital redemption reserve -
d. Corporate social responsibility fund (6,487,073) (5037218)
e. Employees' training fund (6119,257) -
f. Other - -
Investment Adjustment Reserve (2,500,000) -
Dividend Paid (19,607632) -
Bonus Shares Issued (372,545105) (392,124,166)
Share issue expense charged to equity (989,181) (2,072,016)
Net Gain on Disposal of Shares - 2,872,934
Transfer from Reserve during the year (CSR & Traing Fund) 5037219 4,798,318
Profit or (loss) before regulatory adjustment 507,618,711 407,843,795
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (31,144,996) (20,030,3617)
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) - -
e. Deferred tax assets recognised (-)/ reversal (+) (1,848,730 -
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/resersal (+) -
h. Acturial loss recognised (-)/reversal (+) 3,099,466 6,213,490
i. Negative Fair Value Reserve charged to RE - -
j. Other (+/-) Investment Adjustment Reserve -
Distributable profit or (loss) 477724,451 394,026,924
As per our attached report of even date For and on Behalf of Board
For SR Pandey & Co. Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman
Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut
Partner

Date: Mangsir 07, 2079 Birendra Bista

Place: Kathmandu Director
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Namrata Bhandari
Director

Gopal Prasad Pandey
Independent Director



Notes fo the Financial Statements

Year ended 16th July 2022

1. Bank

1.1

1.2

1.3

2.2.

2.3.

General

Shine Resunga Development Bank Limited (“The Bank’) is domiciled and incorporated in Nepal as a “B”
class National Level Development bank, registered as a Public Limited Company under Companies Act
2063 on 26th Bhadra 2065. Its financial transaction has been started from Falgun 11, 2065 after the
approval from Nepal Rastra Bank as B class National Level Development Bank. The registered address
of the Bank is located at Butwal Sub-Metropolitan City Ward No 11 Kalikanagar, Rupandehi, Nepal.
Shine Resunga Development Bank Limited is listed on Nepal Stock Exchange with its stock symbol
"SHINE".

Financial Statements

The Financial Statement of Bank for the year ended 16 July, 2022 comprises Statement of Financial
Position, Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of
Changesin Equity, Statement of Cash Flows, Notes to the Financial Statements, Significant Accounting
Policies of the Company.

Principal Activities and Operations

The Bank has been offering wide range of Financial Services encompassing acceptance of deposits,
corporate and retail credit, micro credit, project financing, hire purchase financing, corporate and
personal banking, internet banking, mobile banking, remittance facilities, issuing of debit card, ATM
related services, dealing in government securities and treasury related products, agency services and
other various services permitted by the Banking and Financial regulation Act, 2073.

Basis of Preparation
2.1.

Going Concern

The financial statements are prepared on a going concern basis, as the Bank is satisfied that the
Bank has the resources to continue in business for the foreseeable future. In making this assessment,
the Board of Directors have considered a wide range of information relating to present and future
conditions, including future projections of profitability, cash flows and capital resources.

Statement of Compliance

The Financial Statements of Bank for the year ended 16th July, 2022 comprising Statement of
Financial Position, Statement of Profit or loss and Other Comprehensive Income, Statement of
Changes in Equity, Statement of Cash Flows and Notes to the Financial Statements (including
Significant Accounting Policies), have been prepared in accordance with Nepal Financial Reporting
Standards (hereafter referred as NFRS), laid down by the Institute of Chartered Accountants of Nepal
and in compliance with the requirements of all applicable laws and regulations.

The bank has applied certain carve-outs which are as described in Notes to Accounts.

Reporting Period and Approval of Financial Statements

a. Reporting Period
The Bank has prepared the financial statements in accordance with NFRS depicting financial
performance for FY 2021/22 and financial position of 16th July 2022 and the comparatives of FY
2020/21.
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2.4.

2.5.

2.6.

2.7.
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{

?

b. Responsibility for Financial Statements
The preparation and presentation of Financial Statements is the responsibility of the Board of
Directors as per the governing provisions.

c. Approval of Financial Statements by Directors
The accompanied Financial Statements have been approved and authorized for issue by the Board
of Directors vide its 266 resolution dated on 2079.08.07 and have been recommended for approval
by shareholders in the Annual General Meeting.

Functional and Presentation Currency
The Financial statements are denominated in Nepalese Rupees, whichis the functional and presentation
currency of the Bank.

All financial information presented in NPR has been rounded off to the nearest rupee except where
indicated otherwise.

Use of Estimates, Assumptions and Judgments

The Bank, under NFRS, is required to apply accounting policies that most appropriately suit its
circumstances and operating environment. Further, the Bank is required to make judgment in respect
of items where the choice of specific policy, accounting estimate or assumption to be followed could
materially affect the financial statements. Later on, this may be determined that a different choice
could have been more appropriate.

NFRS requires the Bank to make estimates and assumptions that will affect the assets, liabilities,
disclosure of contingent assets and liabilities, and profit or loss as reported in the financial statements.

The Bank applies estimates in preparing and presenting the financial statements. The estimates and
underlying assumptions are reviewed periodically. Revision to accounting estimates are recognized in
the period in which the estimates is revised, and are applied prospectively.

Disclosures of the accounting estimates have been included in the relevant section of the notes
wherever the estimates have been applied along with the nature and effect of changes of accounting
estimates, if any.

Changes in Accounting Policies

The bank has changed its accounting policies, wherever required, to ensure compliance with NFRS.
Detailed accounting policies are mentioned in Note 3. The effect of change in accounting policy at
the date of transition has been given to the retained earnings (and reserves, if applicable). During the
reporting period, the bank has change the policy for recognition and measurement of leases; applied
Nepal Financial Reporting Standard 16 Leases, earlier NAS 17 was applied.

New Standards in issue but not yet effective

The Institute of chartered Accountants of Nepal (ICAN) has issued new NFRS called NFRS 2018
with the decision of the 244th council dated 11th Ashad 2077 which has prescribed NFRS 9 on
Financial Instruments, NFRS 14 Regulatory Deferral Accounts, NFRS 15 Revenue from Contracts with
Customers and NFRS 17 Insurance Contracts to be applicable from 16th July 2021. Later on 143rd
meeting of Accounting Standard Board dated 15th July 2022 has issued carve-out on NFRS S on
Financial Instruments until FY 2081/82The impact of these standards especially NFRS 9 and NFRS
15 Revenue from contracts with customers can have significant impact on the financial statement of
the Bank which is yet to be assessed and quantified.
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2.8.

2.9.

Discounting

When the realization of assets and settlement of obligation is for more than one year, the Bank
considers the discounting of such assets and liabilities where the impact is material. Various internal
and external factors have been considered for determining the discount rate to be applied to the cash
flows of company.

Service fees charged by the bank on loans and advances unless immaterial or impracticable to
determine reliably is to be considered for computation of Effective Interest Rate. However, bank has
opted the Carve-out (optional) pronounced by Institute of Chartered Accountants of Nepal (ICAN) on
20th September 20718; as per the notice issued by ICAN regarding the extension of a year time for its
implementation.

In case where the bank assesses that the transaction amount of a financial assets or a financial liability
does not represent its fair value, the related future cash flows are discounted at prevailing interest rate
to determine the initial fair value.

Materiality and Aggregation

In compliance with Nepal Accounting Standard - NAS 01 (Presentation of Financial Statements), each
material class of similar items is presented separately in the Financial Statements. [tems of dissimilar
nature or functions too are presented separately unless they are immaterial. Financial Assets and
Financial Liabilities are offset and the net amount reported in the Statement of Financial Position
only when there is a legally enforceable right to offset the recognized amounts and there is an
intention to settle on a net basis or to realize the assets and settle the liability simultaneously. Income
and expenses are not offset in the Statement of Profit or Loss unless required or permitted by an
Accounting Standard.

2.10.Comparative Information

The Financial Statement of the Bank provides comparative information in respect of previous periods.
The accounting policies have been consistently applied by Bank with those of the previous financial
year in accordance with NAS 071 Presentation of Financial Statements, except those which had to
be changed as a result of application of the new NFRS or expiry of the carve out period. Further,
comparative information is reclassified wherever necessary to comply with the current presentation.

Significant Accounting Policies
The accounting policies set out below have been applied consistently to all periods presented in these
Financial Statements, and deviations if any have been disclosed accordingly.

3.1.

Basis of Measurement

The financial statements have been prepared on a historical cost basis, except for the following

material items:

O financial assets valued at Fair Value both through Profit or Loss and Other comprehensive income,

O assets held for sale and discontinued operations all of which have been measured at fair value,

O Employees Defined Benefit obligation through present value of defined benefit obligation less than
fair value of the plan assets.

The financial statements have been prepared on a going concern basis where the accounting policies
and judgments as required by the standards are consistently used and in case of deviations disclosed
specifically.
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3.2. Basis of consolidation
The Bank does not have control over any other entity for consolidation of Financial Statements.
Investments in Shares made by the Bank are financial investments and have been described under
4.8 in Notes.

3.3. Cash & Cash Equivalent
The fair value of cash is the carrying amount. Cash and cash equivalent represent the amount of
cash in hand, balances with other bank and financial institutions, money at short notice and highly
liquid financial assets with original maturities of three months or less from the acquisition date that
are subject to an insignificant risk of changes in their value and used by the Bank in the management
of short-term commitment. Cash and cash equivalents are presented in the carrying value in the
statement of financial position.

3.4. Financial Assets and Financial Liabilities
3.4.1. Financial instruments
The bank’s principal financial assets comprise assets held at fair value through profit and loss,
assets measured at amortized cost and at fair value through other comprehensive income. The
main purpose of these financial instruments is to generate a return on the investment made
by shareholders. The company's principal financial liabilities comprise accrued expenses and
other payables which arise directly from its operations.

In accordance with NFRS 9; Financial Instruments: Recognition and Measurement, the
company's interest receivables are classified and measured at Amortized cost method.
Equity securities / debentures are classified as fair value through profit and loss or Fair Value
thorough OCI. The amount attributable to shareholders is classified as equity and is carried
at the redemption amount being net asset value. Payables are measured at amortized cost.

3.4.2. Classification
The financial assets and liabilities are subsequently measured at amortized cost or fair
value based on business model for managing the financial assets and contractual cash flow
characteristics of the financial assets.

The Company’'s investments are classified as fair value through profit or loss, fair value
through OCI and at amortized cost.

As required under NFRS 9, Financial Assets are classified under three categories, namely:

i. Financial assets measured at Amortized Cost:
Financial assets whose objective is to collect Contractual Cash flow and Contractual Cash
flow received in specified day includes interest and principal is classified at amortized
Cost. These includes loans and advances, investment in treasury bills and bonds, Fixed
Deposit investment, staff loans receivable and trade receivable. There are measured at
Amortized cost.

ii. Financial assets measured at fair value through profit or loss:
Financial assets whose objective/ business model is not to collect Contractual Cash flow
but to gain from movement in fair value is classified at fair value through profit or loss.
These include investment in equity shares. Gain on movement of fair value is charged to
statement of profit or loss.
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3.4.3.

3.4.4.

iii. Financial assets measured at fair value through OCI:
In rare circumstances, Financial assets whose objective or business model is not to collect
Contractual Cash flow is classified at fair value through OCI. Investments in equity which are
not regularly traded are classified at fair value through OCI. The gain/loss on movement in fair
value is charged to OCI. Its tax impact is also charged into OCI. The gain or loss on disposal of
investment classified as fair value through OCl is charged to equity after recycling from OCI.

As required under NFRS 9, Financial Liabilities are classified under two categories, namely:

i. Financial Liabilities measured at fair value through profit or loss:
Financial Liabilities at fair value through profit or loss include financial liabilities held for
trading and financial liabilities designated upon initial recognition as at fair value through
profit or loss. Upon initial recognition, transaction cost directly attributable to the
acquisition is recognized in Statement of profit or loss as incurred. Subsequent Changes
in fair value is recognized in profit or loss.

ii. Financial Liabilities measured at Amortized Cost:
All financial Liabilities other than measured at fair value through profit or loss are classified
and subsequently measured at amortized cost using effective interest method.

Recognition / de- recognition

The company recognizes financial assets and financial liabilities on the date it becomes party
to the contractual agreement (trade date) and recognizes changes in fair value of the financial
assets or financial liabilities from this date.

Investments are derecognized when the right to receive cash flows from the investments has
expired or the company has transferred substantially all risks and rewards of ownership.

Financial liabilities at fair value through profit or loss are derecognized when the obligation
specified in the contract is discharged or expired.

Realized gains and realized losses on de-recognition are determined and are included in the
profit or loss in the period in which they arise. The realized gain is the difference between an
instrument’s cost and disposal amount.

Measurement

a. Financial assets and liabilities held at fair value through profit or loss
At initial recognition, the company measures a financial asset at its fair value. Subsequent
to initial recognition, all financial assets and financial liabilities at fair value through profit or
loss are measured at fair value. Gains and losses arising from changes in the fair value of the
‘financial assets or financial liabilities at fair value through profit or loss’ category are presented
in the statement of profit or loss and other comprehensive income within net gains/(losses) on
financial instruments held at fair value through profit or loss in the period in which they arise.

Fair value is the price that would be received on sell of an asset or paid to transfer a liability
in an orderly transaction between market participants at the measurement date.

The fair value of financial assets and liabilities traded in active markets is subsequently
based on their quoted market prices at the end of the reporting period without any
deduction for estimated future selling costs. The quoted market price used for financial
assets held by the company is the closing price.
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The fair value of financial assets and liabilities that are not traded in an active market are
determined using valuation techniques.

b. Financial assets measured at amortized cost
Financial assets at this category are measured initially at fair value plus transaction costs
and subsequently amortized using the effective interest rate method, less impairment
losses if any. Such assets are reviewed at the end of each reporting period to determine
whether there is objective evidence of impairment.

If evidence of impairment exists, an impairment loss is recognized in profit or loss as the
difference between the asset’s carrying amount and the present value of estimated future
cash flows discounted at the original effective interest rate.

If in a subsequent period the amount of an impairment loss recognized on a financial asset
carried at amortized cost decreases and the decrease can be linked objectively to an
event occurring after the write-down, the write-down is reversed through profit or loss.

Receivables may include amounts for dividends, interest and trade receivables. Dividends
are accrued when the right to receive payment is established. Interest is accrued at the
end of each reporting period from the time of last payment in accordance with the policy
set out in note 2(6) above.

Receivable are recognized and carried at amortized cost, less a provision for any
uncollectable debts. An estimate for doubtful debt is made when collection of an amount
is no longer probable.

Recoverability of receivable is reviewed on an ongoing basis at an individual portfolio level,
individual debts that are known to be uncollectable are written off when identified. An
impairment provision is recognized when there is objective evidence that the Company will
not be able to collect the receivable. Financial difficulties of the debtor, default payments
are considered objective evidence of impairment. The amount of the impairment loss is the
receivable carrying amount compared to the present value of estimated future cash flows,
discounted at the original effective interest rate.

3.4.5. Determination of Fair Value

Assets and liabilities carried at fair value or for which fair values are disclosed have been
classified into three levels according to the observability of the significant inputs used to
determine the fair values. Changes in the observability of significant valuation inputs during
the reporting period may result in a transfer of assets and liabilities within the fair value
hierarchy. The Bank recognized transfers between levels of the fair value hierarchy when
there is a significant change in either its principal market or the level of observability of the
inputs to the valuation techniques as at the end of the reporting period.

Level 1 fair value measurements are those derived from unadjusted quoted prices in active
markets for identical assets or liabilities.

Level 2 valuations are those with quoted prices for similar instruments in active markets or
quoted prices for identical or similar instruments in inactive markets and financial
instruments valued using models where all significant inputs are observable.
Investment in promoter's share of quoted equity instrument has been valued at
50% of the market value of the same class of share.
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3.4.6.

Level 3 portfolios are those where at least one input, which could have a significant effect
on the instrument's valuation, is not based on observable market data.

Impairment of Loans and Advances

At each reporting date the Bank assesses whether there is any indication that an asset may
have been impaired. If such indication exists, the recoverable amount is determined. A financial
asset or a group of financial assets is impaired and impairment losses are incurred if, and only
if, there is objective evidence of impairment as a result of one or more events occurring after
the initial recognition of the asset (a loss event), and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that can
be reliably estimated.

The Bank considers the following factors in assessing objective evidence of impairment:

O Whether the counterparty is in default of principal or interest payments.

O When a counterparty files for bankruptcy and this would avoid or delay discharge of its
obligation.

O Where the Bank initiates legal recourse of recovery in respect of a credit obligation of the
counterpart.

O Where the Bank consents to a restructuring of the obligation, resulting in a diminished
financial obligation, demonstrated by a material forgiveness of debt or postponement of
scheduled payments.

O Where there is observable data indicating that there is @ measurable decrease in the
estimated future cash flows of a group of financial assets, although the decrease cannot
yet be identified with specific individual financial assets.

A Collective impairment provision is established for:

O Groups of homogenous loans and advances and investment securities which are held-to-
maturity, that are not considered individually significant; and

O Group of assets that are individually significant but that were not found to be individually
impaired.

The Bank considers evidence of impairment for loans and advances and held-to-maturity
investment securities at both a specific asset and collective level. All individually significant
loans and advances and investment securities measured at amortized cost are assessed
for specific impairment. Those found not to be specifically impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.

Loans and advances and investment securities measured at amortized cost that are not
individually significant are collectively assessed for impairment by grouping together loans
and advances and investment securities measured at amortized cost with similar risk
characteristics. Impairment test is done on annual basis for trade receivables and other
financial assets based on the internal and external indication observed.

In assessing collective impairment, the Bank uses statistical modeling of historical trends of
the probability of default, the timing of recoveries and the amount of loss incurred, adjusted for
management's judgment as to whether current economic and credit conditions are such that
the actual losses are likely to be greater or less than suggested by historical trends. Default
rates, loss rates and the expected timing of future recoveries are regularly benchmarked
against actual outcomes to ensure that they remain appropriate.
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3.4.7. Impairment losses on assets measured at amortized cost As per NFRS 9
Financial assets carried at amortized cost (such as amounts due from Banks, loans and
advances to customers as well as held—-to-maturity investments is impaired, and impairment
losses are recognized, only if there is objective evidence as a result of one or more events that
occurred after the initial recognition of the asset. The amount of the loss is measured as the
difference between the asset's carrying amount and the deemed recoverable value of loan.

Loans and advances to customers with significant value i.e. NPR 50 million individually are
assessed for individual impairment test. The recoverable value of loan is estimated on the
basis of realizable value of collateral and the conduct of the borrower/past experience of the
bank. Assets that are individually assessed and for which no impairment exists are grouped
with financial assets with similar credit risk characteristics and collectively assessed for
impairment. The credit risk statistics for each group of the loan and advances are determined
by management prudently being based on the past experience. For the purpase of collective
assessment of impairment Bank has categorized assets in twelve broad products as follows:

a. Agriculture Loan g. Loan against FDR
b. Business Loan h. Margin Lending

c. Deprive Sector Loan i. OtherLoan

d. Education Loan j. Personal Loan

e. Hire Purchase Loan k. Real Estate Loan
f. Home Loan . Service Loan

If, in @ subsequent year, the amount of the estimated impairment loss increases or decreases
because of an event occurring after the impairment was recognized, the previously recognized
impairment loss is increased or reduced by adjusting the other reserves and funds (impairment
reserve) in statement of other comprehensive income and statement of changes in equity. If a
write-off is later recovered, the recovery is credited to the Statement of Profit or Loss.

Provision as per NFRS
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Particulars 2078 Ashad 2079 Ashad

Individual 18,820,100 278,073117
Collective 51,674,088 68,425,089
Total NFRS Provision 70,494,189 346,498,206

Provision as per NRB

Particulars 2078 Ashad 2079 Ashad

Good 391,087,820 468,651,818
Watch list 44154165 32677222
Covid Related 6,611154 1,286,857
Third Party Collateral 10,994,191 -
Substandard 44,778,392 30,432,976
Doubtful 34,423,312 53,634,375
Bad 66,695,982 198,382,523
Total NRB Provision 598,745,017 785,065,770
Gap/(Excess) (528,250,828) (438,567,564)

The bank loans and advances are greater considering the NRB directive as compared to NFRS
impairment provisioning. Therefore, provisioning as per NRB directive is applied.
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3.5.

3.6.

Carve out adopted for assessment of impairment charge

The Bank has opted to apply carve out on impairment of loans and receivables. Accordingly,
individual and collective impairment loss amount calculated as per NFRS is compared with
the impairment provision required under NRB directive no. 2, higher the amount derived from
these measures is taken as impairment loss for loans and receivables.

3.4.8. Impairment of Financial Investments — at Fair Value through Profit or loss and
Fair value through OCI
The Bank also records impairment charges on equity investments considering the movement
on share price computed as per three levels of valuation.
Refer Note 4.8 for details.

3.4.9. Impairment of Non-Financial Assets

The Bank assesses whether there are any indicators of impairment for an asset or a cash
generating unit (CGU) at each Reporting date or more frequently, if events or changes in
circumstances necessitate to do so. This requires the estimation of the ‘Value in use’ of such
individual assets or the CGUs. Estimating "Value in use requires the Management to make
an estimate of the expected future cash flows from the asset or the CGU and also to select
a suitable discount rate in order to calculate the present value of the relevant cash flows.
This valuation requires the Bank to make estimates about expected future cash flows and
discount rates and hence, they are subject to uncertainty.

Derivatives Assets and Derivative Liabilities
Bank doesn't deal with any derivative financial instruments.

Property and Equipment

All property and equipment are stated at cost less accumulated depreciation and impairment losses.
Cost includes expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the asset's carrying amount or are recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to the Bank and the cost of the item can be measured reliably. All other repairs and maintenance
are charged to the statement of profit or loss during the financial period in which they are incurred.

Freehold land is not depreciated although it is subject to impairment testing. Depreciation on other
assets is calculated using the straight-line method to allocate their cost to their residual values over
their estimated useful lives, as follows:

Category | FY 2077/78 | FY 2078/79
Building 50 Years 50 Years
Computer and Accessories 3 Years 3 Years
Furniture and Fixtures 7 Years 7 Years
Machinery and Equipment 9 Years S Years
Office Equipment S Years S Years
Vehicles 6 Years 6 Years
Leasehold 10 Years 10 Years
Other Assets 4 Years 4 Years

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each statement
of financial position date. The value of the assets fully depreciated but continued to be in use is
considered not material.
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The bank has adopted Straight line basis for depreciation. The life has been estimated as above and
depreciation has been charged on the basis of given life.

At each reporting date, assets are also assessed for indicators of impairment. In the event that an
asset’s carrying amount is determined to be greater than its recoverable amount, the asset is written
down immediately to the recoverable amount.

Assets with costs less than NPR 5,000 are charged off on purchase as revenue expenditure.
Gains and losses on disposals are included in the Statement of Profit or Loss.
3.7. Intangible Assets

Acquired Intangible Assets

Intangible assets are initially measured at fair value, which reflects market expectations of the
probability that the future economic benefits embodied in the asset will flow to the Bank and are
amortized on the basis of their expected useful lives.

Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software. Costs associated with the development of software are capitalized
where it is probable that it will generate future economic benefits in excess of its cost. Computer
software costs are amortized over the period of 5 yearsin Straight Line method (SLM). Costs associated
with maintaining software are recognized as an expense as incurred.

At each reporting date, these assets are assessed for indicators of impairment. In the event that an
asset's carrying amount is determined to be greater than its recoverable amount, the asset is written
down immediately.

Goodwill

Any excess of the cost of acquisition over the fair value of the identifiable net assets acquired in Business
Combinationis recognized as goodwill. Goodwillis measured at costless any accumulated impairment losses.
Goodwill is reviewed for impairment annually, or more frequently, if events or changes in circumstances
indicate that the carrying value may be impaired. The goodwill is not impaired during the year.

The bank has entered into merger with Bhargav Bikas Bank Ltd and Purnima Bikas Bank Ltd as on 27th
Ashwin 2076. As per NFRS 3 on Business combinations, the merger resulted into goodwill amounting
to NRs. 118,496,289 shown as Goodwill and intangibles in schedule 414 which has not yet been
impaired. So, no impairment is required on goodwill. Share premium amounting to NRs. 171,140,440
has been created due to the same standard. Out of the total share premium resulting from business
combination NRs. 52,644,151 relates to gap in paid up capital due to swap ratio while the remaining
NRs. 118,496,289 has resulted purely from Valuation effect as given in the table below. Share premium
on business combination resulting from gap in paid up capital is allowed for distribution of bonus
shares by Nepal Rastra Bank, while the remaining amount is earmarked as Regulatory Reserve which
will be allowed for movement to retained earning only when the goodwill is impaired. According to
NFRS 3 Business Combination, Goodwill/ Bargain Purchase to be valued on the basis of Fair Value of
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3.8.

3.9.

Consideration transferred and Net Assets transferred. Accordingly, goodwill has been computed as

below during the business combination

Particulars | Purnima | Bhargav | Total
Consideration Transferred 755,778,744 687666,012 1443,444,757
Net Assets Transferred* 715,030,114 609,918,353 | 1,324,948468
Goodwill 40,748,630 77,747,659 118,496,289
Particulars | Purnima | Bhargav | Total
Share Capital 551,283,015 501600000 | 1052883015
Paid up value of shares transferred 523,718,864 476,520,000 | 1,000,238,864
Swap ratio Adjustment 27,564,151 25,080,000 52,644,151
Particulars | Purnima | Bhargav | Total

Net Assets 715,030,114 609,918,353 | 1324948468
Add: Goodwill 40,748,630 77747659 118,496,289
Total Assets Including Goodwill (A) 755,778,744 687,666,012 | 1,443,444,757
Share Capital 523,718,864 476,520,000 | 1,000,238864
General Reserve 90,336,732 40,896,221 131,232,953
Regulatory Reserve 59,519,234 33,181,383 92,700,617
Fair value Reserve (13,759,718) (1796,815) (15,556,533)
Retained Earning 28,583,111 (5124,639) 23458472
Corporate social responsibility reserve 1,655,522 740,471 2,395,993
Actuarial gain (3,528,519) (69,575) (3,598,094)
Employee Training Fund 940,738 - 940,738
Share Premium 2465454 2465454
Assets Revaluation Reserve 38,025,854 38,025,854
Total Equity (B) 687,465,964 | 584,838,353 | 1,272,304,317
Share Premium (A-B) 68,312,780 102,827,659 171,140,440

Investment Property

Investment Property are Land or Land and Building or both other than those classified as property
and equipment under NAS 16-"Property, Plant and equipment”;and assets classified as non-current
assets held for sale under NFRS 5- “Non-Current Assets Held For Sale and Discontinued operation”.
Land & Building acquired as non-Banking Assets by the bank is classified as assets held for sale and
presented under investment property.

Further land which is rented and held for capital appreciation motive is classified as investment
property. Non-Banking Assets which are not intended to be sold within a period of next one year is
also classified as Investment Property. The bank does not have any investment property.

Income Tax

The Bank is subject to income tax and judgment is required to determine the total provision for current,
deferred and other taxes due to the uncertainties that exist with respect to the interpretation of the
applicable tax laws, at the time of preparation of these Financial Statements.

As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation.
Income Tax expense is recognized in the statement of Profit or Loss, except to the extent it relates to
items recognized directly in equity or other comprehensive income in which case it is recognized in
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equity or in other comprehensive income. The Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable tax regulation is subject to interpretation. It
establishes provisions where appropriate on the basis of amounts expected to be paid to tax authorities.

Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior years.

Deferred Tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of

assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities

are recognized for all taxable temporary differences except:

O Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability
in @ transaction that is not a business combination, and at the time of transaction, affects neither
the accounting profit nor taxable profit or loss.

O In respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carried forward unused
tax credits and unused tax losses (if any), to the extent that it is probable that the taxable profit will be
available against which the deductible temporary differences, carried forward unused tax credits and
unused tax losses can be utilized except:

O Where the deferred tax asset relating to the deductible temporary differences arising from the
initial recognition of an asset or liability in a transaction that is not a business combination, and at
the time of transaction, affects neither the accounting profit nor taxable profit or loss.

O Inrespectofdeductible temporary differences associated with investmentsin Subsidiaries, deferred
tax assets are recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the temporary
difference will be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is probable that sufficient profit will be available to allow the deferred tax asset to be
utilized. Unrecognized deferred tax assets are reassessed at each reporting date and are recognized
to the extent that it has become probable that future taxable profit will allow the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

Current and deferred tax assets and liabilities are offset only to the extent that they relate to income
taxes imposed by the same taxation authority.

3.10.Deposits, debt securities issued and subordinated liabilities
a. Deposits
Deposit by banks & customers are financial liabilities of the bank as there is an obligation to deliver
cash or financial assets back to the depositing bank or customer and are initially recognized at fair
value, plus for those financial liabilities not at fair value through profit and loss. The transaction price
is considered as the fair value for measuring the deposits.
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b. Debt Securities Issued
Debt Securities are initially measured at the Fair value less incremental direct cost and subsequently
at their amortized cost using effective interest method except where the bank designates liabilities
at Fair value through profit or loss.

c. Subordinate Liabilities
These are the liabilities subordinated at the event of winding up to claims of depositors, debt
securities issued and other creditors. It shall include redeemable preference shares, subordinated
notes issues, borrowings etc.

The bank does not have any Debt Securities issued and Subordinate Liabilities.

3.11.Provisions, Commitments and Contingencies
A provision is recognized if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required to settle the obligation. The amount recognized is the best estimate of the consideration
required to settle the present obligation at the reporting date, taking in to account the risks and
uncertainties surrounding the obligation at that date. Where a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is determined based on the
present value of those cash flows. A provision for onerous contracts is recognized when the expected
benefits to be derived by the Bank from a contract are lower than the unavoidable cost of meeting
its obligations under the contract. The provision is measured as the present value of the lower of the
expected cost of terminating the contract and the expected net cost of continuing with the contract.

Before a provision is established, the Bank recognizes any impairment loss on the assets associated
with that contract. The expense relating to any provision is presented in the Statement of Profit or
Loss net off any reimbursement.

All discernible risks are accounted for in determining the amount of all known liabilities. Contingent
liabilities are possible obligations whose existence will be confirmed only by uncertain future events
or present obligations where the transfer of economic benefit is not probable or cannot be reliably
measured. Contingent liabilities are not recognized in the Statement of Financial Position but are
disclosed unless they are remote.

The Bank receives legal claims against it in the normal course of business. Management has made
judgments as to the likelihood of any claim succeeding in making provisions. The time of concluding
legal claims is uncertain, as is the amount of possible outflow of economic benefits.

3.12.Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to Bank
and the revenue can be reliably measured. The following specific recognition criteria must also be met
before revenue is recognized.

Interest Income

For all financial instruments measured at amortized cost, interest income or expense is recorded using
the EIR. EIR is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial instrument or a shorter period, where appropriate, to the net carrying
amount of the financial asset or financial liability.

The calculation takes into account all contractual terms of the financial instrument (for example,
prepayment options) and includes any fees or incremental costs that are directly attributable to the

qg ait \4/,0’ a
c% Q09¢[06R \{éa




L‘L(v\

{

instrument and are an integral part of the EIR, but not future credit losses. The carrying amount of
the financial asset or financial liability is adjusted if the bank revises its estimates of payments or
receipts. The adjusted carrying amount is calculated based on the original EIR and the change in
carrying amount is recorded as 'Interest income' for financial assets and 'Interest and similar expense’
for financial liabilities. However, for a reclassified financial asset for which the bank subsequently
increases its estimates of future cash receipts as a result of increased recoverability of those cash
receipts, the effect of that increase is recognized as an adjustment to the EIR from the date of the
change in estimate.

Accrued interest income of 16th July 2022 which has been realized till 31st July 2022 has been
factored in computation in Regulatory Reserve in line with regulator’s guidelines.

Bank has adopted the guideline issued by Nepal Rastra bank issued on July 2019 for the recognition
of Interest Income i.e. the criteria for suspension of interest income and cessation of accrued Interest
which requires cessation of recognition interest income for loans which are significantly impaired i.e
bad. As on Ashad End 2079 the bank has ceased acquisition on interest amounting to Nrs. 39,284,141
related to bad loan which was Nrs. 17,865,724 as on Ashad End 2078.

Fee and Commission Income

Fees earned for the provision of services over a period of time are accrued over the period, which
include service fees and commission income. The bank has availed the option provided as per carve-
out of NFRS for transaction cost to be included in computing effective interest rate.

Dividend Income
Dividend income is recognized when the right to receive payment is established.

Net Trading Income

Net trading income comprises gains less losses relating to trading assets and liabilities, and includes
all realized interest, dividend on financial assets held for trading and foreign exchange differences as
wells as unrealized changes in fair value of trading assets and liabilities.

Net income from other financial instrument measured at fair value through Profit or Loss

Trading assets such as equity shares and mutual fund are recognized at fair value through profit or
loss. No other financial instruments are designated at fair value through profit or loss. The bank has no
income under the heading net income from other financial instrument at fair value through profit or loss.

3.13.Interest expense
For financial liabilities measured at amortized cost, interest expense is recognized using the Effective
Interest Rate (EIR) to the extent material and practicable. EIR is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liabilities or a shorter period,
where appropriate, to the net carrying amount of the financial liability.

3.14.Employee Benefits
a. Retirement Benefits
The Bank has schemes of retirement benefits namely Gratuity and Provident Fund.

Retirement benefit obligations
The bank operates a defined contribution plans as provident fund contribution.

Qg 3
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Provident Fund

For Provident Fund, the bank pays contributions to the publicly administered provident fund
plans (named Employee Provident Fund) on a mandatory basis, and such amounts are charged
to operating expenses. The bank has no further payment obligations once the contributions have
been paid.

Gratuity
The bank has been providing gratuity as per its employee's by-laws which is in the nature of defined
benefit plan therefore actuarial valuation has been conducted and provided accordingly.

Explanatory Notes
Gratuity benefit obligations, plan assets, movement in gratuity liability & fair value of assets etc.
related with long term employee benefits has been presented under schedule 4.231A.

Accumulated Leave
The Bank provides accumulated leave benefit as per its employee's by-laws. The Home Leave is
accumulated up to 90 days and there is no limit for the accumulation of Sick Leave.

Accumulated leave benefits are treated as long term benefit liability. Accumulated leave obligations
are estimated on the basis of actuarial Valuation. Long term benefit liability is not subject to
same degree of uncertainty as defined benefit plan. Therefore, re-measurement gain/(loss) on
accumulated leave is charged to Profit and Loss account as on Ashad end 207S.

The bank has no further payment obligations once the contributions have been paid.

b. Staff Bonus
Provision for bonus has been made at 10% of net profit before such bonus.

3.15.Leases
A contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. At the lease commencement date, the bank
recognizes a right-of-use asset and a lease liability. Right-of-use asset is measured at cost and lease
liability at present value of future lease payments discounted using the incremental borrowing rate.

The bank has measured the right of use of asset applying a cost model, depreciation requirements
of Rs. 2.36 million is recognized as depreciation & amortizations and finance charges payable of Rs.
2.34 million is recognized as ‘Interest expenses' over the period of the lease based on the lessee’s
incremental borrowing rate so as to give a constant rate of interest on the remaining balance of the
liability. The leased assets of Rs. 14.23 million are capitalized and included in ‘Equipment & Other’ and
the corresponding liability of Rs. 16.59 million to the lessor is included in ‘Other liabilities. Additional
lease liability Rs. 2.01 million previously recognized as per NAS 17 has been transferred to retained
earnings as part of transition to NFRS 16 Leases.

3.16.Foreign currency transiation
The Financial Statement are presented in Nepalese Rupees which is the functional and presentation
currency of the company.

Foreign currency transactions are translated into the NPR using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of
such transactions and from translation at year end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognized in the profit or loss, except when recognized in other
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comprehensive income. Non-monetary assets that are measured at fair value are translated using
exchange rate at the date that fair value was determined.

3.17.Financial guarantee and loan commitments
In the ordinary course of business, the Bank issues performance guarantees, bid bond guarantees and
advance payment guarantee. These guarantees are initially disclosed in the financial statement (within
‘contingent liabilities’) at guaranteed value. The premium received is recognized in the statement of
profit or loss in net fees and commission income on a straight-line basis over the life of the guarantee.

3.18.Share Capital and Reserves
a. Share Capital
Financial instruments issued are classified as equity when there is no contractual obligation
to transfer cash, other financial assets or issue available number of own equity instruments.
Incremental costs directly attributable to the issue of new shares are shown in equity as deduction
net of taxes from the proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in which
they are declared.

The share issue expenses which can be avoided for the issue was charged in the year of issue
directly through equity and disclosed in statement of changes in equity. Taximpact is also disclosed.

b. Reserves
The reserves include regulatory and free reserves.

O General Reserve
20% of the net profit is set aside to general reserve until the reserve is twice the paid of share
capital as per Bank and Financial Institution Act. The reserve is the accumulation of setting
aside profits over the years.

No Dividend (either cash dividend or bonus share) are distributed from the amount from General/
Statutory Reserve.

O Exchange Equalization Reserve
25% of the revaluation gain on foreign currency is set aside to exchange equalization reserve as
per Bank and Financial Institution Act.

The Reserve is cushion against adverse movement in foreign currency.

O Assets Revaluation Reserve
Any Reserve created from revaluation of assets (such as Property & Equipment, Intangible
Assets, Investment Property) shall be presented under this heading. Revaluation reserve is
created for the property and equipment transferred from Bhargav Bikas Bank at Fair Value.

O Corporate Social Responsibility Fund
The fund created for the purpose of corporate social responsibility by allocating 1% of Net profit
as per NRB Directive is presented under this account head.
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O Employee Training Fund
The fund created for the purpose of employee training by allocating 3% of employee expenses
of previous year excluding staff bonus and winding up interest cost on staff loan. The fund is
utilized for the training of employees.

O Investment Adjustment Reserve
Itis a reserve created on investment such as investment in subsidiary or unlisted investment in
equity for more than two years as per the investment related directive of Nepal Rastra Bank.

O Regulatory Reserve
The amount that is allocated from profit or retained earnings of the Bank to this reserve as per
the Directive of NRB for the purpose of implementation of NFRS and which shall not be regarded
as free for distribution of dividend (cash as well as bonus shares) shall be presented under this
account head. The regulatory reserve of the bank includes the reserve net of tax created relating
to Accrued Interest Receivable as on Ashad End 2079 not recovered till Shrawan 15, 207S,
Reserve on Deferred Tax Assets, Non-Banking Assets, reduction in fair value of investment in
equity below cost price, actuarial loss etc. Movement of Regulatory reserve is presented below.

qg ait \4/,0’ a
=% Q09¢[06R \{éa




~ pIuod

Xe| pallaja(d ch_mmm

(t6sveLSe) (t6sveLSC) anjssay fioieinbay 01 3y Woly Jajsues|
o B vaN 1suiebe
(vZLolEe) (ZLolEe) anjssay fioieinbay 01 3y Woly Jajsues|
900'sLs'sel | - 9S9'VEQ' VS | L8Y'9LS'Y - LBS'V6L'92 | VLL'9LE'C - 260'esy'eL Buiuadg paisnipy
€8€'18L'EE Y0L'E66E S/5'69 (@8074L9) Y/L'9LE'C cLoeLSee Aebiyg woly patssysuel]
¥€CBLS'6S c06'6886L | 6LS'82SE G58'9060L | - 856'€6LSe ewiuind Wwolj palajsuel|
88EV/8'9E | - 0SQ'LSL 26E'8L6 - veg¥90¢ce | - - 2cl089EL 9,02 'LO uemelys 1e sduejeg
88€'VL8'9E | - 0S0’LSL c6E'8LE - veg'voo'ee | - - ccl'0s9'eL 9£02 'LE peysy ie aduejeg
o o 8|qeAls0ay 1saJ81u] 1suiebe
5v26c93 5v¢6c93 ansasay fioieinbay 03 3y Woly Jaysues|
, , aAJasay A4 1suiebe
ansasay fioieinbay 01 3y Woly Jaysues|

(665'996) (665'996) fioyen 1 Joy
, , anJasay Asemoay isuiebe
ansesay fioieinbay 01 3y Woly Jaysues|

(ees'Lee) (ees'Lee) fioyend 4 Jay
L L xe| paljaja(isuiebe
c8cLOLLL c8cLOLLL ansasay fioieinbay 03 3y Woly Jaysues|
) VaN 1suiebe
ansasay fioieinbay 01 3y Woly Jaysues|
¥66'S6L6L | - 0S97LLL S§26'692L - cS1SE0L - - 9/8'050L G/02'L0 uemelys le sduejeg
vee'seLBL | - 0S9LLLL Sc6'69¢2'L - evsLseoL | - - 9/8'0S0'L SL0g '2E pPeysy 1e aduejeg
N o 3|qeAla0ay 1sase1u| 1suiebe
6966cIl 6966l anJasay fioienbay 01 3y wouy Jaysuel|
. . anJasay A4 1suiebe
LeL8e0l LeLseol ansasay fioienbay 01 3y wouy Jaysuel|
) , ) anJasay fsenyoy 1suiebe
0391996 091996 anJasay Aioienbay 01 3y wouy Jaysuel|
L L xe| passaja( isuiebe
LLSLEc LLSLEcS anJasay fioienbay 01 3y wouy Jaysuel|
) vaN 1suiebe
anJasay fioienbay 01 3y wouy Jaysuel|
€/5'€98'6 626'8L 99/'€0€ cLEBLLY L06'02Y'S WawaieIsay/usuisnipy

120 u!
paziuboaay

anjep Jieq

paziubooay
ss07
[een)ay

s)assy xe|
pauajaq

VEN uo

uoisinoid

uoys

uo

oid

SS07 UeoT

woys

3|qeAIa2ay
1saJay|

¥£02 'LO uemelys 1e souejeg

Jeaj [easl4

R0

Q09¢ /00



898'0€2'L6L

852'6SEL

682'961'8LL

SYL'8Y8'L

§/5'92S'€9

6L02 '2€ peysy 1e aouejeg

9661YLLE

9661YLLE

3|qeAiaaay 1salai| ysuiebe
anJasay RioienBay 01 3y wouy Jaysuel|

anJasay N\ 1suiebe
ansasay RioienBay 01 3y wouy Jaysuel|

anJasaY 1aWISN(pY 1UaWIsaAu| sulebe
ansasay RioienBay 01 3y wouy Jaysuel|

(9St'660°€)

(9St'660°€)

anJasay fsenyoy 1suiebe
anJasay AioienBay 01 3y wouy Jaysuel|

SYL8v8L

SvL'8v8L

xe| passajeq 1suiebe
ansasay AioienBay 01 3y wouy Jaysuel|

vgN sulebe
ansasay RioienBay 01 3y wouy Jaysuel|

Buiuadg pasnipy

€65'9e€19L

v2L'8S¥ 0L

682'967'8LL

8/5'L8e'ce

8/02'L0 uemelys 1e souejeq

€65'9€€'L9L

veL'8ssv'oL

682'961'8LL

8/5'L8€'2E

8L0¢2 'LE Peysy 1e aduejeg

L9E0E002

L9E'0E002

3|qeAla0ay 1sase1u| 1suiebe
anJasay fioienbay 01 3y wouy Jaysuel|

anJasay A4 1suiebe
anJasay Aioienbay 01 3y wouy Jaysuel|

(0BY'ELE9)

(0BY'ELE9)

anJasay flenyoy 1suiebe
anJasay fioienbay 01 3y wouy Jaysuel|

xe| passaja( isuiebe
ansasay fioienbay 01 3y wouy Jaysuel|

vaN 1suiebe
anJasay fioienbay 01 3y wouy Jaysuel|

ceLBLS LYl

SLeeL99L

682'967'8LL

8LeLSEeL

//02'L0 UemeJys 1e souejeq

€EY'E20'62

Sle'2L9al

8Le'Lse'el

LL0Z2 'LE Peysy 1e aouejeg

(v£810L09)

(v£8'10L09)

3|qeAls0ay 1saseiu| 1suiebe
anJasay fioienBay 01 3y wouy Jaysuel|

(9597€02)

(9597€07e)

anJasay A4 1suiebe
ansasay fioienbay 01 3y wouy Jaysuel|

82L's60¢cL

330

o0 u
paziuboaay
anjep Jieq

82/'S60CL

paziubooay
ss07
[een)ay

aseyaind
uiebieg
uo uleg

MpO09)

S1assy xe|
palajaq

VEN uo
UoISInOld

uoys

uoIsinold
$S07 UeOT

woys

3|qeAIa2ay
1saJay|

anJasay filenyoy 1suiebe
ansasay fioire|nbay 01 3y wouy Jaysuel|

Jea) |easl4

2

¢
{
AN

3t

98

Q09¢[06R

29



L‘L{v\

{

?

O Fair Value Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as per
the Directive of NRB which shall not be regarded as free for distribution of dividend (cash as well
as bonus shares) shall be presented under this account head. The fair value reserve of the bank
includes the reserve net of tax created relating to Market Value of Share investment.

Actuarial Gain/(Loss) Reserve

The amount that is allocated from profit or retained earnings of the Bank both positive or
negative to this reserve as per the Directive of NRB which shall not be regarded as free for
distribution of dividend (cash as well as bonus shares) shall be presented under this account
head. This reserve includes actuarial gain/(loss) net of tax on defined benefit plan and long-term
employee benefits.

Other reserve
Any reserve created with specific or non-specific purpose (except stated in above) are presented
under thus by disclosing accounting heads.
Training Exchange Assets | Investment

Particulars Ry Fund Fluctuation | Revaluation | Related BTN ity

Reserve Reserve Reserve
Reserve Reserve Reserve Reserve

DalanceatAshad3l | soarai9 | sesazs | 218457 | 38025854 (10,458725) | 33421183

Adjusted Opening 5037219 598,378 218,457 38,025,854 (10458725) | 33421183

Transfer from

Investment 2,500,000 2,500,000

Adjustment Reserve

Transfer to Employee

Training Fund

Transfer/Utilization

from Employee 6,119,251 6,119,251

Training Fund

Transfer to CSR Fund 6,487,073 6487073

Transfer/Utilization

from CSR Fund (5037219) (5037219)

Transfer from

Exchange Fluctuation 156,378

Reserve

OCl 3099466 | 3099466

SalanceatAshad32. | sagr073 | 671629 | 374834 | 38025854 | 2500000 | (7359.259) | 46746131

O Share Premium on Acquisition

Qg 3

The bank has entered into merger with Bhargav Bikas Bank Ltd and Purnima Bikas Bank Ltd as on
27th Ashwin 2076. As per NFRS 3 on Business combinations, the merger resulted into goodwill
amounting to NRs. 118,496,289 shown as Goodwill and intangibles in schedule 4.14 which has
not yet been impaired. So, no impairment is required on goodwill. Share premium amounting to
NRs. 171,140,440 has been created due to the same standard. Out of the total share premium
resulting from business combination NRs. 52,644,157 relates to gap in paid up capital due to
swap ratio while the remaining NRs. 118,496,289 has resulted purely from Valuation effect as
given in the table below. Share premium on business combination resulting from gap in paid up
capital is allowed for distribution of bonus shares by Nepal Rastra Bank, while the remaining
amount is earmarked as Regulatory Reserve which will be allowed for movement to retained
earning only when the goodwill is impaired. According to NFRS 3 Business Combination,
Goodwill/ Bargain Purchase to be valued on the basis of Fair Value of Consideration transferred
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and Net Assets transferred. Accordingly, goodwill has been computed as below during the

business combination:

Particulars | Purnima | Bhargav | Total

Consideration Transferred 755,778,744 687666012 | 1443444757
Net Assets Transferred* 715,030,114 609,918,353 | 1,324,948468
Goodwill 40,748,630 77,747,659 118,496,289
Particulars | Purnima | Bhargav | Total

Share Capital 551,283,015 501,600,000 | 1,052,883,015
Paid up value of shares transferred 523,718,864 476,520,000 | 1,000,238,864
Swap ratio Adjustment 27,564,151 25,080,000 52,644,151
Particulars | Purnima | Bhargav | Total

Net Assets 715,030,114 609,918,353 | 1,324,948,468
Add: Goodwill 40,748,630 77747659 118,496,289
Total Assets Including Goodwill (A) 755,778,744 | 687,666,012 | 1,443,444,757
Share Capital 523,718,864 | 476,520,000 | 1,000,238864
General Reserve 90,336,732 40,896,221 131,232,953
Regulatory Reserve 59,519,234 33,181,383 92,700,617
Fair value Reserve (13,759,718) (1796,815)| (15,556,533)
Retained Earning 28,583,111 (5124,639) 23458472
Corporate social responsibility reserve 1,655,522 740471 2,395,993
Actuarial gain (3,528,519) (69,575) (3,598,094)
Employee Training Fund 940,738 - 540,738
Share Premium 2465454 2465454
Assets Revaluation Reserve 38,025,854 38,025,854
Total Equity (B) 687,465,964 | 584,838,353 | 1,272,304,317
Share Premium (A-B) 68,312,780 | 102,827,659| 171,140,440

O Share premium
Share premium amounting to Nrs. 55,109,605 includes issue of share of Bhargav at premium
to Nrs. 2,465,454 & Share premium resulting from business combination (Gap in paid up capital
due to swap ratio) amount to Nrs. 52,644,151. This amount is shown separately under share
premium account at the face of the Statement of Financial Statement which is available for
distribution of bonus share. Management is of the view that the corporate tax is not payable on
bonus shares that is declared from the share premium.

3.19.Earnings per share
The Bank measures earning per share on the basis of the earning attributable to the equity shareholders
forthe period. The number of shares is taken as the weighted average number of shares for the relevant
period as required by NAS 33 - Earnings Per Share. Earnings per share is disclosed in Statement of
Profit or Loss.

There are no instruments, such as convertibles, that would require dilution of EPS, therefore diluted
EPS has not been computed and disclosed.
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3.20.Segmental Reporting

3.21

The Bank's segmental reportingisin accordance with NFRS 8 Operating Segments. Operating segments
are reported in @ manner consistent with the internal reporting provided to the bank's management,
which is responsible for allocating resources and assessing performance of the operating segments.
All transactions between business segments are conducted on an arm's length basis, with intra-
segment revenue and costs being eliminated in Head Office. Income and expenses directly associated
with each segment are included in determining business segment performance.

The Bank has determined segments based on the province of operation by the management for
decision making purpose. Such segmental information has been provided under Disclosures &
Additional Information (Point No. 5.5).

No revenue from transactions with a single external customer or counterparty amounted to 10% or
more of the bank's total revenue in any of the periods reported.

Interim Financial Reporting

Interim reports corresponding to the financial statements had been reported in accordance with the
regulatory reporting requirements. Those statements have been published quarterly in national level
newspaper.
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Notes Forming Part of the Financial Statements

4.1 Cash and Cash Equivalent

Cash in Hand 637,090,820 65744811
Balances with B/Fis 6,904,043 35,998,714
Money at call and short natice 2157,811,395 2,877644,052
Other (Interbank Lending) 1,350,000,000 500,321,233
Total 4,151,806,258 4,071,41211

4.2 Due from Nepal Rastra Bank
Particulars

| As on Ashad 32, 2079 | As on Ashad 31, 2078

Statutory balances with NRB 1,322,982,034 1427,712,391
Securities purchased under resale agreement - -
Other depaosit and receivable from NRB - -
Total 1,322,982,034 1,427,712,391

4.3 Placements with Bank and Financial Institutions

Particulars

Placement with domestic B/Fls

| As on Ashad 32, 2079 | As on Ashad 31, 2078

Placement with Foreign B/Fls

Less: Allowances for impairement

Total

4.4 Derivative Financial Instruments
Particulars

Held for trading

| Ason Ashad 32,2079 | As on Ashad 31,2078

Interest rate swap

Currency Swap

Forward exchange contract

Others

Held for risk management

Interest rate swap

Currency Swap

Forward exchange contract

Others

Total
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4.5 Other Trading Assets

Particulars
Treasury Bills

| As on Ashad 32, 2079 | As on Ashad 31, 2078

Government bond

NRB bonds

Domestic Corporate bonds

Equities

Other

Total

Pledged

Non- Pledged

4.6 Loans and Advances to B/Fls

Loan to Microfinance Institutions 3415,876,523 2,700,865,904
Interest Receivables 758,756

Less: Allowances for Impairment (96,245,966) (35111,257)
Total 3,320,389,314 2,665,754,647

4.6.1 Allowances for Impairment

Balance as at Shrawan 1 35,111,257 5,365,295
Impairment loss for the year:
Charge for the year 61,134,709 29,745,962
Recoveries/Reversal
Amount written off
Balance as at poush end 96,245,966 35,111,257

4.7 Loans and Advances to Customers
Particulars

| As on Ashad 32, 2079 | As on Ashad 31, 2078

Loans and advances measured at amortized cost 35158,896,779 29,733,339,626
Less: Impairment allowances
Individual Impairment (278,073117) (18,820,100)
Portfolio Impairment (410,746,687) (544,813,660)
Net amount 34,470,076,975 29,169,705,866
Loan and advances measured at FVTPL - -
Total 34,470,076,975 29,169,705,866
4 qg ot
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4.7.1 Analysis of Loan and Advances - By Product

Particulars | AsonAshad 32,2079 | Ason Ashad 31, 2078

Product
Term Loans 7,527,293,501 7,834,017400
Overdraft 1,361,623627 1,280,649,462
Trust Receipt/Import Loans - -
Demand and other Working Capital Loans 9,070,281,345 10156,520,477
Personal Residential Loans 2,248,782,526 1982,214,059
Real Estate Loans 1,646,754,051 1,082,064,727
Margin Lending Loans 554,111,168 495,834,316
Hire Purchase Loans 1,489,153,561 1683141128
Deprived Sector Loans 1,630,544,784 1,509,752,150
Bills Purchased - -
Staffs Loans 429,044,733 205,806,945
Other 9,092,765,880 3405,233,895
Sub-total 35,050,355178 29,635,234,559
Interest Receivable 108,541,601 98,105,068
Grand Total 35,158,896,779 29,733,339,626

4.7.2 Analysis of Loan and Advances - By Currency

Particulars | AsonAshad 32,2079 | Ason Ashad 31, 2078

Nepalese Rupee

35,158,896,779

29,733,339,626

Indian Rupee

United States Dollar

Great Britain Pound

Euro

Japanese Yen

Chinese Yuan

Other

Grand Total

35,158,896,779

29,733,339,626

4.7.3 Analysis of Loan and Advances - By Collateral

Particulars ‘ As on Ashad 32, 2079 ‘ As on Ashad 31, 2078

R\

Secured
Moveable/Immoveable Assets 33,652,601,520 29,078,200,077
Gold and Silver
Guarantee of Domestic BFls
Government Guarantee - -
Guarantee of International Rated Bank - -
Collateral of Export Document - -
Collateral of Fixed Deposit Receipt 841,401,738 1577106,851
Collatereal of Government Securities - -
Counter Guarantee - -
Personal Guarantee 2,240,731 2,198,383
Other Collateral 662,652,770 495,834,316
Sub Total 35,158,896,779 29,733,339,626
Unsecured - -
Grand Total 35,158,896,779 29,733,339,626
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4.7.4 Allowances for Impairment

Particulars | AsonAshad 32,2079 | Ason Ashad 31,2078

Specific allowances for impairment

Balance at Shrawan 1 18,820,100 23,386,894

Impairment loss for the year: 259,253,017 (4,566,794)
Charge for the year 259,253,017 (4,566,794)
Recoveries/reversal during the year

Write- offs - -

Exchange rate variance on foreign currency

Other movement

Balance at Ashad end 278,073,117 18,820,100

Collective allowances for impairment

Balance at Shrawan 1 544,813,660 432,594,677

Impairment loss for the year: (134,066,972) 112,218,982
Charge/(reversal) for the year (134,066,972) 112,218,982
Exchange rate variance on foreign currency - -

Other movement - -

Balance at Ashad end 410,746,687 544,813,660

Total allowances for impairment 688,819,804 563,633,760

4.8 Investment in Securities

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078

Investment securities designated at FVTPL

Investment securities measured at amortized cost 6,277095,908 3,782,261,724
Investment in equity measured at FVTOCI 232,058,047 277920632
Total 6,509,153,955 4,060,182,355

4.8.1 Investment in Securities Measured at Amortized Cost

Particulars | Ason Ashad 32,2079 | As on Ashad 31,2078

Debt Securities

Government Bond

5177,095,908

3782,261724

Government treasury bills

100,000,000

Nepal Rastra Bank bonds

Nepal Rastra Bank deposit instruments

Other

Less: Specific allowances for impairment

Total

6,277,095,908

3,782,261,724

4.8.2 Investment in Equity Measured at Fair Value through other Other Comprehensive Income

Particulars | Ason Ashad 32,2079 | As on Ashad 31,2078

Equity Instrument

Quoted equity securities 177312,947 236,671,032

Unquoted equity securities 54,745100 4495100

Total 232,058,047 241,166,132
\{éﬂ Q00068 s




4.8.3 Information Relating to Investment in Equities

Particulars
Investment in quoted equity
Nabil Equity Fund 2884348 2652990 2,252,990 3,289,365
265,299 Units of Rs. 25.78 each ' ' B B ' '
Nabil Balance Fund-3
16,670 Units of Rs. 10 each 166,700 157198
Nabil Balance Fund -2
309,099 Units of Rs. 10 each 4771334 3332087
N.M.B. Hybrid Fund
394350 Units of Rs. 10 each 3,943,500 4,416,720 3,943,500 5,382,878
Varun Hydro Powe Co. Ltd.
21 Shares of Rs. 100 Each 2000 9,240 2000 151
Nepal Life Insurance Co. Ltd. 747
1 Bonus shares of Rs. 100 each
Siddhartha Mutual Fund (Siddhartha Equity Fund)
2067748 Units of Rs. 10 Each 20,677,480 20,429,350 20677480 29,051,859
Citizens Mutual Fund
500,000 Units of Rs. 10 each 5,000,000 4,400,000 5,000,000 6,290,000
N.I.C. Asia Mutual Fund
750,000 Units of Rs. 10 each 7500,000 8,362,500 7,500,000 11,250,000
NIBL Sahabhagita Fund
250,000 Units of Rs. 10 each 2,500,000 2,500,000 2,500,000 2,702,500
Citizens Mutual Fund 2
250,000 Units of Rs. 10 each 2,500,000 2,530,000 2,500,000 3,537500
Chautari Laghubitta Bittiya Sanstha Limited
58,234 promater share of Rs. 100 each 5000000 24024437 5000000 5350000
Soaltee Hotel Limited
779 shares of Rs. 593.53 each 165000 157.748 165000 83840
Surya Life Insurance Limited
157 Bonus Shares 60,759 128158
Chilime Hydropower Company Limited
1760 shares of Rs. 134177 each 1,521,567 718,488 1,521,567 1125,306
Siddhartha Insurance Company Ltd.
1,262 shares of Rs. 1,224.29 each 882843 824,793 882843 1335196
National Life Insurance Company Ltd.
736 shares of Rs. 2165.96 each 1,104,033 738,560 1,104,033 1238476
Nagdi Group Power Limited 597
1 Bonus shares of Rs100 each
Butwal Power Company Ltd.
4.943shares of Rs. 894.42 3,104,530 1,750,714 3,104,530 2501158
Nerude Laghubitta Bikas Bank Ltd. 880
1 Bonus shares of Rs. 100 each
NLG Insurance Company Ltd.
1,40 Bonus shares 73612 170,800
Asian Life Insurance Company Ltd.
2 bonus share of Rs. 100 100 1148 100 2696
United Insurance Company Ltd.
6,008 shares of Rs. 5,64.55 each 3391410 2,102,800 3391410 4,295,720
Neco Insurance Company Ltd. . 1388 . 2696
2 Bonus shares
contd...
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Particulars

Premier Insurance Company Ltd.

2156 shares of Rs1800 each 3,420,000 2697135 3,420,000 2,522,520
Sanima Equity Fund

600,000 units of Rs. 100 each 6,000,000 7,650,000 6,000,000 10,074,000
NMB 50 Mutual Fund

450,000 Units of Rs. 10 each 4,500,000 5,805,000 4,500,000 6,727,500
Api Power Co. Ltd.

69 shares of Rs. 86.66 each 8400 23,717 2600 19,344
Mero Micro Finance Ltd.

3 shares of Rs. 100 each 2,541 21644
Global IME Mutual Fund

474700 units of Rs. 10 each 4,747,000 4,746,580 4,747,000 9,626,064
Siddhartha Investment Growth Scheme

500,000 units of Rs. 10 each 50,000,000 | 48,950,000.00 50,000,000 71,000,000
Nepal Insurance Co Ltd . 14,269 ) 30660
32 Bonus shares

General Insurance Company Limited

100,000 shares of Rs. 100 sach 10,000,000 18,500,000 10,000,000 28,250,000
Jyoti Life Insurance Co

50,000 shares of Rs. 100 each 5,000,000 8677250 5,000,000 14,697,500
Subtotal 148,790,245 177,312,947 143,215,053 220,718,532
Investment in Unquoted equity

Nepal Clearing House Ltd.

4.957shares of Rs. 100 each 412,600 495100 412,600 495100
Khaptad Laghubitta Bittiya Sanstha Limited

15000 shares of Rs. 100 each 1,500,000 1,500,000 1,500,000 1,500,000
Vision Lumbini Urja Company Ltd.

5,00,000 shares of Rs. 100 each 50000000 50,000,000

Banking finance and Insurance Company

25000 shares of Rs. 100 each 2,500,000 2,750,000 2,500,000 2,500,000
Subtotal 54,412,600 54,745,100 4,412,600 4,495,100
Grand Total 203,202,845 | 232,058,047 147627653 | 225,213,632

4.9 Current Tax Assets/Liability

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078

Current tax assets 342,308,399 294,527,902
Current year Income Tax Assets 342,308,399 294,527,902
Tax Assets - -
Current tax liabilities 264,392,503 230,515,673
Current year Income Tax Liabilities 264,392,503 230,515,673
Tax Liabilities of Prior Periods - -
Total of income tax assets/(liabilities) 77,915,896 64,012,229

4.10 Investment in Subsidiaries

Particulars | Ason Ashad 32,2079 | As on Ashad 31,2078

Investment in Quoted Subsidiaries

Investment in Unquoted Subsidiaries

Total Investment

Less: Impairment Allowances

Net Carrying Amount

4 qg it
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4.10.1 Investment in Quoted Subsidiaries

Particulars

As on Ashad 32, 2079
Fair Value

As on Ashad 31, 2078
Fair Value

...shares of Rs.... Each

Total

4.10.2 Investment in Unquoted Subsidiaries

Particulars

As on Ashad 32, 2079
Cost Fair Value

As on Ashad 31, 2078
Cost Fair Value

....Shares of Rs.... Each

Total

4.10.3 Information Relating to Subsidiaries of the Bank

Particulars

As on Ashad 32, 2079
Fair Value

As on Ashad 31, 2078
Fair Value

4.10.4: Non Controlling Interest of the Subsidiaries

Particulars

Equity Interest held by NCI (%)

As on Ashad
32,2079

Profit (Loss) allocated during the year

Accumulated Balances of NCl as on Ashad End

Dividend Paid to NCI

Particulars

As on Ashad
32,2079

Equity Interest held by NCI (%)

Profit (Loss) allocated during the year

Accumulated Balances of NCl as on Ashad End

Dividend Paid to NCI

4.11 Investment in Associates

Particulars

As on Ashad 32, 2079

Fair Value

As on Ashad 31, 2078
Fair Value

Investment in Quoted associates

Investment in Unquoted associates

Total Investment

Less: Impairment Allowances

Net Carrying Amount

909
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4.11.1 Investment in Quoted Associates

Particulars

As on Ashad 32, 2079
Fair Value

As on Ashad 31, 2078
Fair Value

....shares of Rs.... Each

Total

4.11.2 Investment in Unquoted Associates

Particulars

As on Ashad 32, 2079
Fair Value

As on Ashad 31, 2078
Fair Value

Total

4.11.3 Information Relating to Associates of the Bank

Particulars

Percentage of owneship

As on Ashad 32, 2079

As on Ashad 31, 2078

4.11.4: Equity Value of Associates

Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

4.12 Investment Properties
Particulars |
Investment Properties measured at Fair Value

As on Ashad 32, 2079

As on Ashad 31, 2078

Balance as on Shrwawan 01

Transferred From Bhargav

Addition/(Disposal) during the year

Net Changes in fair value during the year

Adjustment/Transfer

Net Amount

Investment Properties measured at Cost

Balance as on Shrwawan 01

Addition/(Disposal) during the year

Adjustment/Transfer

Accumulated depreciation

Accumulated impairment loss

Net Amount

Total

4 qg it
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4.14 Goodwill and Intangible Assets

Particulars

Cost

Goodwill

As on Ashad 32, 2079

Purchased

Developed

Other

Total Ashad
end 2079

As on Shrawan 012078

118,496,289

10,076,101

128,572,390

Addition during the year

Acquisition

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2078

118,496,289

10,076,101

128,572,390

Addition during the Year

Acquisition

9,764,254

9,764,254

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2079

118,496,289

19,840,356

138,336,645

Amortisation and Impairment

As onShrawam 01. 2078

Amortisation charge for the year

5,960,643

5,960,643

Impairment for the year

Disposals

Adjustment

As on Ashad end 2078

5,960,643

5,960,643

Impairment for the year

Amortisation charge for the year

Disposals

Adjustment

As on Ashad end 2079

5,960,643

5,960,643

Capital Work in Progress

Net Book Value

As on Ashad end 2079

118,496,289

4,115,458

132,376,001

As on Ashadh end 2079

118,496,289

13,879,712

132,376,001
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4.15 Deferred Taxes Assets/(Liabilities)

As on Ashad 31, 2078

Particulars Deferred Tax Deferred Tax Net Deferred Tax
Assets Liabilities Assets /(Liabilities)
Deferred tax on temporary differences on following items
Loans and Advances to BFls - -
Loans and Advances to Customers -
Investment Properties - -
Investment Securities (39,087,894) (39,087,894)
Investment In Associates - -
Property and Equipment (34171,016) (34171,016)
Employees' Defined Benefit Plan 2,164,818 2,164,818
Employees' Leave Liability 3,290,042 3,290,042
Lease Liabilities 4,968,864 4,968,864
Provisions LLP - -
Other Temporary Differences - -
Deferred tax on temporary differences (62,835,185) (62,835185)
Deferred tax on carry forward of unused tax losses -
Deferred tax due to changes in tax rate - -
Net Deferred Tax Asset (Liabilities) as on year end of 2077/78 (62,835185)
Deferred Tax (Asset)/ Liabilities as on Ashad end, 2077 (31,653,729)
Origination/(Reversal) during the year (31181,456)
Deferred Tax (expense)/income recognized in profit or loss 10,569,362
Deferred Tax.[expense]/income recognized in Other (41750,878)
Comprehensive Income
Deferred Tax (expense)/income recognized directly in equity

As on Ashad 31, 2079

Particulars Deferred Tax Deferred Tax Net Deferred Tax
Assets Liabilities Assets /(Liabilities)

Deferred tax on temporary differences on following items - -
Loans and Advances to BFls - -
Loans and Advances to Customers - -
Investment Properties - -
Investment Securities (8,656,561) (8,656,561)
Investment In Associates - -
Property and Equipment (4,648,446) (4,648,446)
Employees' Defined Benefit Plan 2,486,402 2,486,402
Employees' Leave Liability 1,553,748 1,553,748
Lease Liabilities 11,113,587 11,113,587
Provisions LLP - -
Other Temporary Differences - -

Deferred tax on temporary differences 1,848,730 1,848,730

Deferred tax on carry forward of unused tax losses -

Deferred tax due to changes in tax rate - -

Net Deferred Tax Asset (Liabilities) as on year end of 2078/79 1,848,730

Deferred Tax (Asset)/ Liabilities as on Ashad end, 2078 - (62,835,185)

Origination/(Reversal) during the year 64,683,914

Deferred Tax (expense)/income recognized in profit or loss 35,580,924

Deferred Tax.[expense]/income recognized in Other 29102991

Comprehensive Income

Deferred Tax (expense)/income recognized directly in equity

9g aff

404

2
hN

Q09¢[06R

{



4.16 Other Assets

Particulars
Assets held for Sale

As on Ashad 32, 2079

As on Ashad 31, 2078

Other Non-Banking Assets

Total Other Assets

Bills Receivable

Accounts Receivable 59,851,122 56,468,189
Other Adjustment - -
Prepayments and Deposits 504176 4,302,315
Advance Income Tax - -
Deferred Employee Expenditure 39,341,415 26,114,017
Other 137153,442 14,390,897
Stationery Stock 12,030,664 10,613,595
Commission Receivable - -
Deposit 571,890 495,942
Others 550,888 3,281,360
Grand Total 112,850,156 101,275,419

4.17 Due to Bank and Financial Institutions
As on Ashad 32, 2079

Particulars
Money Market Deposits

As on Ashad 31, 2078

Interbank Borrowing

Other Deposits from BFls 173,244,768 350,818,876
Settlement and Clearing Accounts - -
Other Deposits from BFls - -
Total 173,244,768 350,818,876

4.18 Due to Nepal Rastra Bank

Particulars

Refinance from NRB

As on Ashad 32, 2079

1407995,389

As on Ashad 31, 2078
1179160,270

Standing Liquidity Facility

Lender of Last Resort facility from NRB

Securities sold under repurchase agreements

Other Payable to NRB

Total

1,407,995,389

1179,160,270
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4.19 Derivative Financial Instruments
Particulars ‘
Held for Trading

As on Ashad 32, 2079

As on Ashad 31, 2078

Interest Rate Swap -

Currency Swap -

Forward Exchange Contracts

Others

Held for Risk Management

Interest Rate Swap

Currency Swap

Forward Exchange Contracts.

Others -

Total -

4.20 Deposits from Customers

Particulars ‘ As on Ashad 32, 2079 As on Ashad 31, 2078
Institutions Customers: 16,167,975,813 5129,412,570
Term deposits 13,963,262,996 2,590,046,048
Call deposits 1,607682,906 1,790,516,496
Current deposits 586,721,714 736,161,679
Other 10,308197 12,688,347
Individual Customers: 27108,571,940 30,286,062,220
Term deposits 12,329,251,420 12,329,251,420
Saving deposits 14,779,320,520 17,956,810,800
Current deposits - -
Other - -
Total 43,276,547,753 35,415,474,790

4.20.1 Currency-wise Analysis of Deposit form Customers

Particulars ‘ As on Ashad 32, 2079 As on Ashad 31,2078
Nepalese Rupee 43,276,547753 35,415,474,790
Indian Rupee - -
United State dollar - -
Great Britain pound - -
Euro - -
Japenese yen - -
Chinese Yuan - -
Other - -
Total 43,276,547,753 35,415,474,790
9y aif \4/,0’ 5
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4.21 Borrowings
Particulars
Domestic Borrowing

As on Ashad 32, 2079

As on Ashad 31, 2078

Nepal Government

Other Institutions (Yuba Sorojgar Kosh)

25,000,000

Other

Sub total

25,000,000

Foreign Borrowing

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other institutions

Sub total

Total

25,000,000

4.22 Provisions

Particulars

Provisions for redundancy

As on Ashad 32, 2079

As on Ashad 31, 2078

Provision for restructuring

Pending legal issues and tax litigation

Onerous contracts

Other

Total

4.22.1 Movement in Provisions

Particulars

Balance at Sawan 1

As on Ashad 32, 2079

As on Ashad 31, 2078

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance at Ashad end
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4.23 Other Liabilities

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078
Liabilities for emloyees defined benefit obligations 8,288,005 7,216,060
Liabilities for leave 5179161 10,966,807
Short term employee benefits - -
Bills payable - -
Creditors and accruals 136,341,376 193,641,150
Interest payable on deposits 48,265,539 21,708,213
Interest payable on borrowing - -
Liabilities on defered grant income - -
Unpaid Dividend 3324454 1122,092
Employee bonus payable 97,593,264 86,595,933
Other Liabilities 79,909,609 47157731
Audit Fee Payable 1,612,064 1,600,469
TDS Payable 41,003,071 25,720,236
Gratuity for Employee as per Employee Bylaws - 3,024,959
Liabilities under Operating Lease 37,045,289 16,562,881
Others 249186 249186
Total 378,901,408 368,407,985

4.23.1.(A) Defined Benefit Obligation

The amounts recognised in the statements of financials positions are as follows :

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078

Present value of unfunded obligations 74,917,110 69,735,034
Present value of funded obligations - -
Total present value of obligations 74,917,110 69,735,034
Fair value of plan assets 66,629,105 62,518,974
Present value of net obligations 8,288,005 7,216,060
Recognised liability for defined benefit obligations 8,288,005 7,216,060

4.23.2: Plan Assefs
Plan assets comprise

Particulars
Equity securities

As on Ashad 32, 2079

| AsonAshad 31,2078

Government bonds

Bank deposit - _
Other 66,629,105 62518974
Total 66,629,105 62,518,974
*OtherAssets means Fair Value of Plan Assets relating to Gratuity as per Actuary Valuation Report
9g aff
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4.23.3: Movement in the Present Value of Defined Benefit Obligations
As on Ashad 32, 2079

Particulars

As on Ashad 31, 2078

Defined benefit obligations at Shrawan 1 69,735,034 62,114,360
Transfer from Adjustment - -
Actuarial losses/Gain (5,086,809) (9,752,995)
Benefits paid by the plan (8,073,636) (2732,713)
Benefits paid outside the plan -

Current service costs; Past Service Cost and interest 18,342,521 20,106,382
Defined benefit obligations at Ashad end 74,917,110 69,735,034

4.23.4: Movement in the Fair Value of Plan Assets

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078

Fair value of plan assets at Shrawan 1 62,518,974 37687377
Contributions paid into the plan 7,216,060 16,555,904
Acquistion Adjustemnt - -
Benefits paid during the year (8,073,636) (2,732,713)
Actuarial (losses) gains (659,007) (1,230,779)
Transfer in/(out) - 7871079
Expected return on plan assets 5626,708 4,368,106
Fair value of plan assets at Ashad end 66,629,105 62,518,974

4.23.5: Amount Recognised in Profit or Loss

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078
Current service costs 11,546,764 14,639,062
Past service costs - -
Acquistion Adjustemnt (7.871,079)
Past service costs (Vested)

Interest on obligation 6,795,757 5467320
Expected return on plan assets (5626,708) (4,368106)
Total 12,715,813 7,867,197

4.23.6: Amount Recognised in Other Comprehensive Income

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078
Acturial (gain)/loss (4,427,808) (8,522,216)
Total (4,427,808) (8,522,216)

4.23.7: Actuarial Assumptions
Particulars
Discount rate

As on Ashad 32, 2079
9%

As on Ashad 31, 2078
9%

Expected return on plan asset 9% 8%
Future salary increase 4% 4%
Withdrawal rate 5% 5%
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4.23.1.(B) Long Term Benefit Obligation

The amounts recognised in the statements of financials positions are as follows :

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078
Present value of unfunded obligations

Present value of funded obligations 39,440,442 40,315,986
Total present value of obligations 39440442 40,315,986
Fair value of plan assets 34,261,281 29,349179
Present value of net obligations 5179161 10,966,807
Recognised liability for Long Term Obligation 5179161 10,966,807

4.23.2: Plan Assets
Plan assets comprise

Particulars
Equity securities

| AsonAshad 32,2079

| AsonAshad 31,2078

Government bonds

Bank deposit - -
Other 34,261,281 29,349,179
Total 34,261,281 29,349,179

*OtherAssets means Fair Value of Plan Assets relating to Leave as per Actuary Valuation Report

4.23.3: Movement in the Present Value of Long Term Benefit Obligations

Particulars | As on Ashad 32, 2079 | As on Ashad 31,2078

Defined benefit obligations at Shrawan 1 40,315,986 29,899,616
Acquisition adjustment - -
Actuarial losses (2,617.384) (1,079,222)
Benefits paid by the plan (8,646,697 (3,444,879)
Current service costs; Past Service Cost and interest 10,388,531 14,940,471
Defined benefit obligations at Ashad end 39,440,442 40,315,986

4.23.4: Movement in the Fair Value of Plan Assets

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078
Fair value of plan assets at Shrawan 1 29,349179 37,770,695
Adjustment to Opening Fund - (7871,079)
Contributions paid into the plan 10,966,807 -
Benefits paid during the year (8,646,691 (3444,879)
Actuarial (losses) gains (49.440) (349,907)
Expected return on plan assets 2,641,426 3,244,343
Fair value of plan assets at Ashad end 34,261,281 29,349,179
9y aif \4/,0’ a
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4.23.5: Amount Recognised in Profit or Loss

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078

Current service costs 6,468,987 6,752,055
Past service costs-(non Vested) - -
Past service costs (Vested) - 5652470
Acturial (gain)/loss (2,617.384) (1,079,222)
Interest on obligation 3,919,543 2,535,946
Expected return on plan assets (2,641426) (2,890144)
Total 5129,720 10,971,105

4.23.6: Amount Recognised in Other Comprehensive Income

Particulars
Acturial (gain)/loss

As on Ashad 32, 2079

As on Ashad 31, 2078

Total

4.23.7: Actuarial Assumptions

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078

Discount rate 9% 8%
Expected return on plan asset 9% 8%
Future salary increase 4% 8%
Withdrawal rate 5% 5%

4.24 Debt Secutities Issued

Particulars

Debt securities issued designated as at fair value
through profit or loss

As on Ashad 32, 2079

As on Ashad 31, 2078

Debt securities issued at amortised cost

Total

4.25 Subordinate Liabilities

Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Redeemable preference shares

Irredemable cumulative preference shares
(liabilities component)

Other

Total

4.26 Share Capital

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078

Ordinary Shares 3,781,009,014 3,408,463,909
Convertible Preference Shares (Equity component) - -
Irredemable Preference Shares (Equity component) - -
Perpetual debt (Equity component only) - -
Total 3,781,009,014 3,408,463,909
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4.26.1 Share Capital Detail

Particulars As on Ashad 32, 2079 As on Ashad 31, 2078
Authorised capital

25,000,000 Ordinary Share of Rs. 100 each (FY 2075-76)
50,000,000 Ordinary Share of Rs.100 each (FY 2076-77) 5,000,000,000 5,000,000,000
Issued Capital

16,226,652.6 Ordinary Share of Rs. 100 each (FY 2075-76)
30,163,397.42 Ordinary Share of Rs. 100 each (FY 2076-77)
34,084,639.09 Ordinary Share of Rs. 100 each (FY 2077-78) 3408,463,909
37.810,090.14 Ordinary Share of Rs. 100 each (FY 2078-79) 3,781,009,014
Suscribed and paid up capital

16,226,652.6 Ordinary Share of Rs. 100 each (FY 2075-76)
30,163,397.42 Ordinary Share of Rs. 100 each (FY 2076-77)

34,084,639.09 Ordinary Share of Rs. 100 each (FY 2077-78) 3,408,463,909
37.810,090.14 Ordinary Share of Rs. 100 each (FY 2078-79) 3,781,009,014
Total 3,781,009,014 3,408,463,909

4.26.2 Ordinary Share Ownership

As on Ashad 32, 2079 As on Ashad 31, 2078

% of holding Amount % of holding Amount
Domestic ownership 100.00% 3,781,009,014 100.00% | 3408463908
Nepal Government

Particulars

"A" Class licenced institutions

Other Licenced institutions

Other institutions & individuals

Public 49.00% 1,852,694,417 41.44% 1670147348
Other 51.00% 1928,314,597 58.56% 1,738,316,560
Foreign Ownership
Total 100% 3,781,009,014 100.00% | 3,408,463,908
ag 3t

193

?
(%

Q09¢[06R

{



List of Shareholders holding more than 0.5% shares

Shareholder's Name ‘ No of Shares ‘ Share Amount Rs. ‘ Percentage
Thaneshor Poudel 862,953 86,295,300 228
Dhanendra Karki 388,242 38,824,200 103
Bal Krishna Bhusal 368,805 36,880,500 098
Rajendra Prasad Shrestha 352,958 35,295,800 0.93
Dilip Raj Maskey 320631 32,063100 0.85
Krishna Prasad Sharma 255,977 25,597,700 0.68
Mrigendra Prasad Shrestha 245,263 24,526,300 065
Krishna Prasad Bhandari 238,383 23,838,300 063
Mina Kumari Shrestha 226,489 22,648,900 060
Janak Pradhan 226,432 22,643,200 060
Surendra Pd Shrestha 226,163 22,616,300 060
Ishwori Prasad Paudyal 226,163 22,616,300 0.60
Dan Bahadur Kunwar Chhetri 221,890 22,189,000 0.59
Maheshwor Prasad Shrestha 221,890 22,189,000 0.59
Tankeshwor Khanal 221,890 22,189,000 0.59
Bhuwan Bhandari 256,774 25677400 068
Kedar Man Kakshapati 215,786 21,578,600 0.57
Meghraj Kakshapati 215783 21,578,300 0.57
Bishnu Prasad Sharma 214,743 21,474,300 0.57
Sushma Chhetri 210,849 21,084,900 0.56
Hari Prasad Pradhan 208,904 20,890,400 0.55
Narayan Prasad Agrawal 198,557 19,855,700 0.53
Suraj Upreti 196,289 19,628,900 052
Suresh Kumar Dharewal 195,480 19,548,000 0.52
Keshab Raj Maskey 195,395 19,539,500 0.52
Birendra Bhusal 190,777 19,077,700 0.50
4 qg ot




Paid up share capital of the Bank has moved over the years as follows:

Financial Year ‘ Cumulative Paid Up Capital ‘ Remarks
69 Ashad 234,000,000
Issue of Bonus Share 63,972,800
Merger Resunga Bikas Bank 85,863,600 Meger
70 Ashad 383,836,400
Issue of Bonus Share 57,575,500
Issue of Right Share 166,055,600
71 Ashad 607,467,500
Issue of Right Share 25,862,600
Issue of Bonus Share 170,999,200
72 Ashad 804,329,300
Merger of Gaumukhi Bikas Bank 64,089,792 Meger
Issue of Bonus Share 234,473,208
73 Ashad 1102,892,300
Issue of Bonus Share 275723100
74 Ashad 1,378,615,400
Issue of Bonus Share 244,049,860
76 Ashad 1622,665,260
Issue of Bonus Share 393435619
2077 Ashad 3,016,339,742
Issue of Bonus Share 392,124,167
2078 Ashad 3,408,463909
Issue of Bonus Share 372,545105
2079 Ashad 3,781,009,014

4.27 Reserves

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078
Statutory general reserve 839,516,318 709,774,864
Capital redemption reserve -

Regulatory reserve 191,230,853 161,336,593
Investment adjustment reserve 2,500,000

Capital reserve -

Fair value reserve 20,198,641 91,205,085
Share premium resulting from acqusition - -
Dividend equalisation reserve -

Other Reserve 44,246,131 33,421,183
Actuarial gain/loss reserve (7359,259) (10,458,724)
Assets revaluation reserve 38,025,854 38,025,854
Exchange equilisation reserve 374,834 218,457
Corporate social responsibility reserve 6,487,073 5037218
Staff Training Fund 6,717,629 598,378
Total 1,097,691,943 995,737,724
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4.28 Contingent Liabilities and Commitments

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078
Contingent liabilities 199,049,000 214,750,000
Undrawn and undisbursed facilities 1,490,507488 2028937384

Capital commitment - -

Lease Commitment - -

Litigation - -
Total 1,689,556,488 2,243,687,384

4.28.1: Contingent Liabilities

Particulars As on Ashad 32, 2079 As on Ashad 31, 2078

Acceptance and documentary credit

Bills for collection

Forward exchange contracts

Guarantees - -

Underwriting commitment
Other commitments 199,049,000 215,950,000
Total 199,049,000 215,950,000

4.28.2: Undrawn and Undisbursed Facilities

Particulars | As on Ashad 32, 2079 | As on Ashad 31, 2078
Undisbursed amount of loans 16,700,000 60,122,000
Undrawn limits of overdrafts 1473,807488 1,968,815,384

Undrawn limits of credit cards

Undrawn limits of letter of credit

Undrawn limits of guarantee
Total 1,490,507,488 2,028,937,384

4.,28.3: Capital Commitments
Capital expenditure approved by relevant authority of the bank but provision has not been made in financial
statements

Particulars | AsonAshad32,2079 |  AsonAshad 31,2078

Capital commitments in relation to Property and
Equipment

Approved and contracted for

Approved but not contracted for -
Sub total - -

Capital commitments in relation to Intangible
assets

Approved and contracted for - _

Approved but not contracted for - -

Sub total - -
Total - -
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4.28.4: Lease Commitments
Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Operating lease commitments

"Future minimum lease payments under non
cancellable operating lease, where the bank is lessee"

Not later than 1 year

Later than 1year but not laterthan S years

Later than S years

Sub total

Finance lease commitments

Future minimum lease payments under non
cancellable operating lease, where the bank is lessee

Not later than 1 year

Later than 1 year but not later than S years

Later than 5 years

Sub total

Grand total

4.28.5: Litigation

Particulars
Contingent Tax Liabilities-Income Tax

As on Ashad 32, 2079

As on Ashad 31, 2078

Total

4.29 Interest Income
Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Cash and cash equivalent 43,905,102 47,820,973
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 33,046,918 812,603
:F]t)siirlﬁggne;dvances to bank and financial 352164612 74018668
Loans and advances to customers 3,971,758,229 2,931,405,901
Investment securities 259,367,621 117442,480
Loan and advances to staff 20,097464 37,349,380
Other Interest Income - -
Total interest income 4,680,340,945 3,208,850,004

4.30 Interest Expense
Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Due to bank and financial institutions 8,398,782 4143175
Due to Nepal Rastra Bank - -
Deposits from customers 3,004,100177 1,865,536,557
Borrowing - -
Debt securities issued - -
Subordinated liabilities - -
Interest on ROU Assets 2,340,169

Other Charges 2447166 745,016
Total Interest expense 3,017,286,294 1,870,424,748
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4.31 Fees and Commission Income
Particulars
Loan administration fees

As on Ashad 32, 2079

As on Ashad 31, 2078

Service fees

127139,831

124,087,065

Consortium fees

Commitment fees

DD/TT/Swift fees

Credit card/ATM issuance and renewal fees

4,348,382

6,322,325

Renewal fees

Prepayment and swap fees

Investment banking fees

Asset management fees

Brokerage fees

Remittance fees

13,194,831

14,374,374

Commission on letter of credit

Commission on guarantee contracts issued

3,697,587

2,890,196

Commission on share underwriting/issue

Locker rental

2,224,589

719,625

Other fees and commision income

46,089,088

36,646,136

Total Fees and Commission Income

196,694,307

185,039,722

4.32 Fees and Commission Expense

Particulars
ATM management fees

As on Ashad 32, 2079

As on Ashad 31, 2078

VISA/Master card fees

Guarantee commission

Brokerage

DD/TT/Swift fees.

Remittance fees and commission

Other fees and commission expense

24,455,920

10,356,376

CIC Fees

Deposit Premium

Mobile Banking Expenses

15,975,861

6,266,430

ATM Card management and Disposal Charges

8,480,059

4,089,946

Total Fees and Commission Expense

24,455,920

10,356,376
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4.33 Net Trading Income
Particulars
Changes in fair value of trading assets

As on Ashad 32, 2079

As on Ashad 31, 2078

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/loss foreign exchange transation

Other

Net Trading Income

4.34 Other Operating Income

Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Foreign exchange revauation gain/Loss 625,510 (342,837)
Gain/loss on sale of investment securities 86,122 30,291618
Fair value gain/loss on investment properties - -
Dividend on equity instruments 38,840,061 7,383,984
Gain/loss on sale of property and equipment - 2191144
Gain/loss on sale of investment property

Operating lease income

Gain/loss on sale of gold and silver

Other Operating Income 150,000 144,000
Share of Income of Associates - -
Total 39,701,693 39,667,910

4.35 Impairment Charge/(Reversal) for Loan and Other Losses

Particulars

Impairment charge/(reversal) on loan and advances
to BFls

As on Ashad 32, 2079

61134,709

As on Ashad 31, 2078

29,745,962

Impairment charge/(reversal) on loan and advances
to customers

125186,044

107652188

Impairment charge/(reversal) on financial
Investment

Impairment charge/(reversal) on placement with
BFls

Impairment charge/(reversal) on property and
equipment

Impairment charge/(reversal) on goodwill and
intangible assets

Impairment charge/(reversal) on investment
properties

Impairment charge/(reversal) on Other Assets

Total

186,320,753

137,398,150

19%
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4.36 Personal Expenses

Particulars As on Ashad 32, 2079 As on Ashad 31, 2078

Salary 196,890,709 173,922,004
Allowances 101,888,528 76,213,792
Gratuity Expense 21,678,326 17,886,542
Provident Fund 19,594,587 16,348,601
Uniform 8,228,715 6,866,000
Training & development expense 3,513,907 517630
Leave encashment 8,837692 15,861,704
Medical 14,862,554 12,848,341
Insurance 892,298 639,650
Employees incentive 420,000 -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 6,087,551 22,770,369
(EJ;BZ; (S-:->e<2]enses related to staff (Retirement 16,782,303 )
Subtotal 399,677,170 343,875,632
Employees bonus 97,593,264 86,595,933
Grand Total 497,270,434 430,471,565

4.37 Other Operating Expenses

Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Directors' fee 1,062,000 522,000
Directors' expense 1,529,466 577789
Auditors' remuneration 3,220,500 2,474,700
Other audit related expense 199,877 440,282
Professional and legal expense 675,550 889,085
Office administration expense (4.37 A) 91,706,683 73,051,059
Operating Lease expense (4.37 B) 111,832,125 99192462
Corporate social responsibility expense 5470,903 4,336,048
Donations 67,500 42,700
Onerous lease provisions - -
Other Expenses 26,172,191 15,691,322
Repair & Maintenance Building -
Repair & Maintenance Vehicle 2191513 1,974,491
Repair & Maintenance Others 772,433 501192
Repair & Maintenance Mechinary & Equipment 1,887,801 -
Repair & Maint.. Office Equipment & Furniture 3,351471 2,991,899
Share Issue Expenses 270,300 289,739
Celebration Expenses 501,587 53785
Technical Fees 17197086 9,880,215
Total 241,936,796 197,217,447
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4.37(A) Ofice Administration Expenses

Particulars As on Ashad 32, 2079 As on Ashad 31, 2078
Insurance 26,239,765 21,386,599
Postage, Telephone, Internet 3453842 7982,726
Printing & Stationery 25422,01 14,934,861
Newspaper & Periodicals 47,341 62,042
Advertisements 3,220,065 4,904,757
Travelling Expenses 2,048,767 1,354,871
Fuel Expenses 7,280,109 4139,824
Entertainment 3,612,526 2,862,814
AGM Expenses 529,247 733,406
Annual Fee 2,384,238 1827457
Office Expenses -
Annual Meeting Fee -
Branch Opening Expenses 762,864 2,185,336
Local Tax and Rates 2,285,568 2,092,861
Business Promotion Expenses 1,555,871 538,913
Fund Transfer Expenses 259180 260,700
Merger Expenses -
Expense Not Capitalized 2,448,856 2,548,015
Other 10,156,433 5,235,876
Others Expenses 2,499,274 1148194
Membership Expenses 1,998,485 1665173
C-Aswa Expenses 1,792,260 525460
Anniversary Expenses 801,053 1,341,654
Janitorial Expenses 3,065,361 555,395
Total 91,706,683 73,051,059

4.37(B) Operating Lease Expenses

Particulars As on Ashad 32, 2079 As on Ashad 31, 2078

House Rent Expenses 41,902,938 38,193,872
Electricity Expenses 15,621,563 11,327998
Security Expenses 54,307624 49,670,591
Total 111,832,125 99,192,462

4.38 Depreciation and Amortisation

Particulars As on Ashad 32, 2079 As on Ashad 31,2078

Depreciation on property and equipment 63,509,964 50,438,817

Depreciation on investment property - -

Amortisation of intangible assets 5960643 4,686,663

Total 69,470,607 55,125,480
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4.39 Non Operating Income
Particulars

Recovery of Loan written off

As on Ashad 32, 2079

As on Ashad 31, 2078

Other Income

Total

4.40 Non Operating Expense

Particulars

As on Ashad 32, 2079

As on Ashad 31, 2078

Loan written off 404,104 -
Redundancy provision - -
Expense of restructuring - -
Other expense. 1,252,666 2,285,105
Total 1,656,770 2,285,105

4.41 Income Tax Expenses

Particulars As on Ashad 32, 2079 | As on Ashad 31,2078
Current Tax Expenses 265,609,610 237,126,368
Current Year 265,213,024 230172422
Adjustment for Prior Years 396,586 6,953,945
Deferred tax Expenses (35,580,924) (10,569,362)
QOrigination and Reversal of Temporary Differences (35,580,924) (10,569,362)
Change in tax Rate

Recognition of Previously unrecognized Tax Losses - -
Total Income tax expense 230,028,686 226,557,006

4.41.1 Reconciliation of Tax Expenses and Accounting Profit

Particulars As on Ashad 32, 2079 | As on Ashad 31,2078
Profit Before Tax 878,339,371 740,529,491
Tax Amount at the Rate of 30% 263,501,811 222,158,847
Ceductblo ortoxpupose. 20861432 17414345
Less: Tax Effect on Exempt Income (38,548) (44,295)
Add/Less: Tax Effect on other Items (17489107) (15159,777)
Total Income Tax Expenses 266,835,588 224,369,119
Effective Tax Rate 30.38% 30.30%
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5. Disclosures & Additional Information

5.1

Risk Management

In compliance with Nepal Rastra Bank Directive No. 6 "Corporate Governance', the Board of bank has
established a Risk Management Committee with clear terms of reference. As at the date of this report,
the Bank's Risk Management Committee comprised of the following:

S.N. | Members of Risk Management Committee | Designation
1 | Dr. Tara Prasad Updhayaya- Non- Executive Director Chairperson
2 | Er. Surgj Upreti - Audit Committee Head Member
3 | Namrata Thapa- Chief Operating Officer Member
4 | CAYashodhan Pandey - Chief Risk Officer Member secretary

The Committee meets at least four times annually. The committee oversees and reviews the
fundamental prudential risks including operational, credit, market, reputational, capital and liquidity
risk etc.

The responsibilities of Risk Management Committee are as follows:

a. Formulate policies and guidelines for identification, measurement, monitoring and control all major
risk categories.

b. Ensuring the bank has clear, comprehensive and well documented policies and procedure.

Defining the bank's overall risk tolerance in relation to credit risk.

d. Ensuring that bank's significant risks exposure is maintained at prudent levels and consistent with
the available capital.

O

Apart from Board Level Risk Management Committee the other committees and groups as mentioned
below supports for Overall Risk Management.

i. Risk Governance
Risk management committee of the bank has formed to review the credit risk, market risk and
liquidity risk of the bank. Apart from this the bank has formed the Assets Liability Management
Committee to monitor Liquidity risk as well as market risk, AML CFT committee in order to monitor
the operational risk. The committee and subcommittee have effectively discharged their duties &
responsibility.

Risk Management Department conducts periodical financial surveillance and monitoring. In addition
to this, the risk management committee analyzes the Stress testing of the bank as required by
Nepal Rastra Bank and its impact and corrective action to mitigate the risk.

Through its risk management framework, the Bank seeks to efficiently manage credit, market and
liquidity risks which arise directly through the Bank's commercial activities as well as operational,
regulatory and reputational risks which arise as a normal consequence of any business undertaking.
As part of this framework, the Bank uses a set of principles that describe its risk management
culture. The bank has developed Risk Management Policy, Guideline & Framework 2017 to manage
Credit risk, Market risk and liquidity risk.
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The major risk areas and mitigation mechanism is as given below;

1. Credit Risk
Credit risk is the potential for loss due to failure of counterparty to meet its obligations to pay
the Bank in accordance with agreed terms.

The bank has Credit Policy Guidelines (CPG) that, inter alia, consist of areas of lending, eligibility
of borrower, loan application format and requirement, necessary documents for processing
loans, risk assessment areas, loan approval authority and other general credit principles. The
CPG has been formulated by keeping in mind the prudential norms given by NRB.

A standardized loan application forms has been in use for facilitating collection and analysis
of all the relevant data for evaluating credit worthiness and proper evaluation of the credit risk
of the prospective borrower. The factors considered in evaluating loan applications normally
included prospects of the business, management of the firm/company, financial analysis-
income statement, balance sheet, cash flow statement, key financial indicators, key risk and
mitigates. Further, inspection and supervision are also conducted before approval of the loan for
pre-analysis and after the disbursement of loan as well for monitoring the utilization of loan.

2. Operational Risk
Operational risk is the prospect of loss of resulting from inadequate or failed procedures,
systems or policies, employee errors, system failures, fraud or other criminal activity, any event
that disrupts business processes.

Operational risk exposures are managed through a consistent set of management processes
that drive risk identification, assessment, control and monitoring. For the control of operational
risk of institution, it has Financial Administration Policy, Employee Bylaws, operational manual,
AML/CFT policy, Suspicious Transaction identification Procedure, politically exposed person
policy, which guides the day to day operation.

Eachrisk control owneris responsible for identifying risks that are material and for maintaining an
effective control environment across the organization. Risk control owners have responsibility
forthe control of operational risk arising from the management of the following activities: External
Rules & Regulations, Liability, Legal Enforceability, Damage or Loss of Physical Assets, Safety &
Security, Internal Fraud or Dishonesty, External Fraud, Information Security, Processing Failure,
and Model. Operational risks can arise from all business lines and from all activities carried out by
the Bank. Operational Risk management approach seeks to ensure management of operational
risk by maintaining a complete process universe defined for all business segments, products
and functions processes.

3. Market Risk
Risks arising out of adverse movements in interest rates and equity prices are covered under
Market Risk Management. Market Risk is the potential for loss of earnings or economic value
due to adverse changes in financial market rates or prices. Institution exposure to market risk
arises principally from customer driven transactions.

In line with Risk Management Guidelines prescribed by NRB, the Bank focuses on risk
management in addition to that Interest rate risk is assessed at a regular interval to strengthen
market risk management. The market risk is managed within the risk tolerances and market risk
limits set by ALCO. ALCO regularly meets, analyze and takes decision over the Market Risk by
analyzing the internal as well as external factor.
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4. Liquidity Risk
Liquidity risk is the potential that the Bank either does not have sufficient liquid financial
resources available to meet all its obligations as they fall due, or can only access these financial
resources at excessive cost. The Liquidity Risk is managed by ALCO. The ALCO has developed
the Unified Treasury circular for overall liquidity management of bank.

5. Reputational Risk
Reputational risk is a risk of loss resulting from damages to reputation of institution, in lost
revenue; increased operating, capital or regulatory costs; or destruction of shareholder value.
Reputational risk is managed by the management committee which is responsible for protecting
the institution’s reputation locally and has the responsibility to ensure that the Bank does not
undertake any activities that may cause material damage to the reputation of institution.

6. Employee Benefit Risk

Employee benefit risk is the potential risk of loss due to having to meet shortfall in the Bank’s
defined benefits gratuity and leave encashment schemes. The gross obligation for gratuity is
calculated considering the salary at the time of retirement of the individual staff and number
of years’ service with the Bank. The home leave can be accumulated for maximum period of
90 days for total period served by individual staff. The gross obligation for leave encashment
is calculated considering the last drawn salary multiplied by no of eligible days for leave
encashment.

7. Internal Control
The Board is committed to managing risks and in controlling its business and financial activities
in @ manner which enables it to maximize profitable business opportunities, avoid or reduce
risks which can cause loss or reputational damage, ensure compliance with applicable laws and
regulations and enhance resilience to external events. To achieve this, the Board has adopted
policies and procedures of risk identification, risk evaluation, risk mitigation and control/
monitoring.

The effectiveness of the Company's internal control system is reviewed regularly by the
Board, its Committees, Management and Internal Audit. The Audit Committee has reviewed the
effectiveness of the Bank's system of internal control during the year and provided feedback
to the Board as appropriate. The bank has outsourced the Internal Audit function to maintain
independency on the internal control system of institution. The Internal Audit monitors
compliance with policies/standards and the effectiveness of internal control structures across
the Company through its program of business/unit audits. The Internal Audit function is focused
on the areas of greatest risk as determined by a risk-based assessment methodology. Internal
Audit reports are quarterly forwarded to the Audit Committee. The findings of all audits are
reported to the Chief Executive Officer and Business Heads for initiating immediate corrective
measures.

8. Any Other Risk
Compliance Risk
Compliance risk is the risk of legal or regulatory sanctions, material financial loss, or loss to
reputation due to failure to comply with laws, rules and standards.

SRDB is committed to follow best practices and market standards in the areas of accountability,
transparency and business ethics. The Development Bank aims ata zero tolerance of misconduct
and corruption.
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In the day-to-day operations the three lines of defense model defines the roles and
responsibilities for compliance and integrity risk in the Development Bank.

The first line of defense lies with the respective Development Bank departments and units,
which are responsible for ensuring that compliance risks are identified, understood and reported
to the decision-making bodies of the Development Bank and to Compliance Officer.

The second line of defense lies with Compliance Officer, which assesses and monitors the
compliance and integrity risks and coordinates its control activities with the Risk Management
Unit.

Internal Audit is the third line of defense.

The Compliance function assists the Development Bank in identifying, assessing, monitoring
and reporting on compliance risks in matters relating to the institution, its operations and the
personal conduct of staff members. The Chief Compliance Officer reports to the CEO.

Strategic Risk
Strategic risk is the risk in achieving Development Bank's strategic objectives, both from internal
and external events and scenarios which prevent from achieving strategic objectives.

Strategic Risk can be further defined as:

- Exposure to loss resulting from a strategy that runs out to be inappropriate.

- Risk associated with future plans and strategies, including plans for entering new services,
expanding existing services through enhancements and merger, enhancing infrastructures etc.

Current and prospective impact of strategic decisions made by management arising from
adverse business decisions, improper implementation of decisions or lack of responsiveness to
industry change etc.

Periodic (yearly) review of the strategy is being done by Management Committee and reported
to BOD regarding: status of the strategic objective's achievement as decided, execution status
whether the right talent and infrastructures support the achievement of the objective or about
unintended consequences of the strategy, if any for their timely corrections/updates if found to
be necessary.

Interest Rate Risk

Interest rate risk arises when there is a mismatch between positions, which are subject to
interest rate adjustment within a specified period. Interest rate risk is usually assessed from
two common perspectives. Earnings perspective, which focuses on the impact of variation in
interest rate on accruals or reported earnings, and economic value perspective, which reflects
the impact of fluctuation in the interest rates on economic value of a financial institution.

The Development Bank measures and manages interest rate risk by estimating the sensitivity
of the economic value of its balance sheet to an interest rate shock. The sensitivity is measured
by means of interest rates on the present value of interest-bearing assets and liabilities.

AML/CFT Risk

AML/CFT risk is related with providing financial services to money launders and terrorists for
channeling of money derived from crime or aimed at funding terrorism. The strictness of the
provisions made in laws and directives reflect the seriousness of this issue; non-compliance of
which may cause significant reputational risk as well as may result in adverse consequences.
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Development Bank have been closely monitoring the AML/CFT palicies, procedures, guidelines
and practices of Banks & Financial Institutions (BFIs).

A separate AML/CFT Unit is established under direct supervision and control of Compliance
Officer which looks after the effective implementation and compliance of AML/CFT related
prevailing Acts, Rules and Directives.

5.2 Capliql Management

Qualitative disclosures

The bank has maintained the capital adequacy as per Capital adequacy framework, 2007 (Updated
July 2008]) as required by Nepal Rastra Bank. The main objective of this framework is to develop
a safe and sound financial system by way of sufficient amount of qualitative capital and risk
management practices. The total equity of the bank comprises of paid up capital, statutory reserves
and other reserves. The bank does not have any other complex or hybrid capital instruments.
Capital adequacy ratio as on Ashad end 2079 is 13.07% and 14.36% on Tire 1 Capital (core capital)
and Tire 2 Capital (capital fund) respectively.

Assessment of capital adequacy of bank is done on regular basis taking into considerations the
exposure of bank. Also, the analysis of possible impact on capital adequacy is being done on regular
basis taking into consideration the future impacts on assumptive basis. Capital adequacy of bank
and impact in capital due to future change in nature and size of business is discussed in Risk
Management Committee and is summarized in board. Regular monitoring of nature of business is
being done so that unexpected negative impact could not take place in capital adequacy of bank.
Reporting to regulatory body is being done as prescribed by compliance department.

The internal capital adequacy assessment process (ICAAP) is a comprehensive process which
requires board and senior management oversight, monitoring, reporting and internal control
reviews at regular intervals to ensure the alignment of regulatory capital requirement with the true
risk profile of the bank and thus ensure long-term safety and soundness of the bank. The key
components of an effective ICAAP are discussed below.

a. Board and senior management oversight
Board and senior management oversight bank management is responsible for relates to
adequate capital levels. It is also responsible for ensuring that the formality and sophistication
of the risk management processes is commensurate with the complexity of its operations. A
sound risk management process, thus, is the foundation for an effective assessment of the
adequacy of a bank's capital position.

The board of directors of the bank is responsible for setting the bank’s tolerance for risks. The
board also ensures that management establishes a mechanism for assessing various risks;
develops a system to relate these risks to the bank’s capital level and sets up a method for
monitoring compliance with internal policies. It is equally important that the board installs
strong internal controls and thereby an effective control environment through adoption of
written policies and procedures and ensures that the policies and procedures are effectively
communicated throughout the bank.

b. Sound Capital Assessment
Another crucial component of an effective ICAAP is the assessment of capital. In order to be
able to make a sound capital assessment the bank should, at minimum, have the following:
- Policies and procedures designed to ensure that the bank identifies, measures, and reports
all material risks;
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- Aprocess that relates capital to the level of risk;

- A process that states capital adequacy goals with respect to risk, taking account of the
bank's strategic focus and business plan; and

- A process of internal control reviews and audit to ensure the integrity of the overall
management process.

c. Comprehensive assessment of risk
All material risks faced by the bank should be addressed in the capital assessment process.
Nepal Rastra Bank recognizes that not all risks can be measured precisely. However, bank
should develop a process to estimate risks with reasonable certainties. In order to make a
comprehensive assessment of risks, the process should, at minimum, address the following
forms of risk.
1. Credit Risk
2. Credit Concentration Risk
3. Operational Risk
4. Market Risk
5. Liquidity Risk

d. Monitoring and reporting
The bank has established an adequate system for monitoring and reporting risk exposures and
assessing how the bank’s changing risk profile affects the need for capital. The bank's senior
management or board of directors, on a regular basis, receives reports on the bank’s risk profile
and capital needs. These reports allow senior management to:
- Evaluate the level and trend of material risks and their effect on capital levels;
- Evaluate the sensitivity and reasonableness of key assumptions used in the capital

assessment measurement system;

Determine that the bank holds sufficient capital against the various risks and is in compliance
with established capital adequacy goals; and
Assess its future capital requirements based on the bank’s reported risk profile and make
necessary adjustments to the bank’s strategic plan accordingly.

e. Internal Control Review
The bank's internal control structure is essential to a sound capital assessment process.
Effective control of the capital assessment process includes an independent review and, where
appropriate, the involvement of internal or external audits. The bank's board of directors has
a responsibility to ensure that management establishes a system for assessing the various
risks, develops a system to relate risk to the bank's capital level, and establishes a method
for monitoring compliance with internal policies. The board should regularly verify whether
its system of internal controls is adequate to ensure well-ordered and prudent conduct of
business. The bank should conduct periodic reviews of its risk management process to ensure
its integrity, accuracy, and reasonableness. Key areas that should be reviewed include:
- Appropriateness of the bank's capital assessment process given the nature, scope and

complexity of its activities;
- ldentification of large exposures and risk concentrations;
- Accuracy and completeness of data inputs into the bank’s assessment process;
- Reasonableness and validity of scenarios used in the assessment process; and
- Stress testing and analysis of assumptions and inputs.
Q00¢/306R k=



5.3 Classification of Financial Assets & Financial Liabilities

Fair value .
through other FEINELD
Financial Assets Amortized Cost . through profit
comprehensive
: or loss
income
Cash in hand 637,090,820 637,090,820
Balances with B/Fls 6,904,043 6,904,043
Money at call and short notice 2157811,395 2157811395
Interbank placement 1,350,000,000 1,350,000,000
Balance at NRB 1,322,982,034 1322,982,034
Derivative financial instrument
Loans & Advances 38,575,532,059 38,575,532,059
Government bonds 5177095908 5177095908
Government treasury bills 1700,000,000 100,000,000
Equity investments 232,058,047 232,058,047
Other assets 60,355,298 60,355,298
Total Financial Assets 50,387,771,557 232,058,047 - | 50,619,829,604

Fair value through profit or loss

(FVTPL)
Financial Assets Amortized Cost : Designated at
Held for trading FVTPL
Deposits from customers 43,276,547753 43,276,547753
{?}‘;fittﬁtiigks & Financial 173244768 173244768
Due to Nepal Rastra Banks 1407995,389 1,407995,389
Debt Securities - -
Employee related liabilities 102,772,425 102,772,425
Bills payable - -
Creditors and accruals 136,34,376 136,34,376
Interest payable on deposit 48,265,539 48,265,539
Interest payable on borrowing - -
Unpaid Dividend 3,324,454 3324454
Liabilities under Operating Lease 37,045,289 37045,289
Other liabilities 42,864,320 42,864,320
Total Financial Liabilities 45,228,401,313 - - | 45,228,401,313
agal | Z
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5.4 Investment in Equity
The investment in equities is classified as fair value through Other Comprehensive Income (OCI). The
valuation hierarchy is presented below;

S.N. ‘ Particulars ‘ Level 1 ‘ Level 2 ‘ Level 3
1 | Siddhartha Investment Growth Scheme 48,950,000
2 | Siddhartha Equity Fund 20,429,350
3 | General Insurance Company Limited 18,500,000
4 | N.LC. Asia Mutual Fund 8,362,500
5 | Nepal Insurance Co. Ltd. 14,269
6 | Sanima Equity Fund 7,650,000
7 | Aarambha Chautari Laghubitta Bittiya Sanstha Ltd 24,024,437
8 | Citizens Mutual Fund 4,400,000
9 | Jyoti Life Insurance Co 8,677250
10 | Siddhartha Insurance Company Ltd. 824,793
11 | Global IME Mutual Fund 4,746,580
12 | N.M.B. Hybrid Fund 4,416,720
13 | National Life Insurance Company Ltd. 738,560
14 | Citizens Mutual Fund 2 2,530,000
15 | NMB 50 Mutual Fund 5,805,000
16 | NIBL Sahabhagita Fund 2,500,000
17 | United Insurance Company Ltd. 202,800
18 | Nabil Equity Fund 2,652,990
19 | Butwal Power Company Ltd. 1,750,714
20 | Khaptad Laghubitta Bittiya Sanstha Limited 1,500,000
21 | Premier Insurance Company Ltd. 2697135
22 | Surya Life Insurance Limited 60,759
23 | NLG Insurance Company Ltd. 73612
24 | Chilime Hydropower Company Limited 718,488
25 | Soaltee Hotel Limited 157748
26 | Mero Micro Finance Ltd. 2,541
27 | Neco Insurance Limited 1,388
28 | Api Power Co. Ltd. 23,717
29 | Varun Hydro Power Co. Ltd. 9,240
30 | Asian Life Insurance Company Ltd. 1148
31 | Banking and financial Institute Ltd 2,750,000
32 | Vision Lumbini Urja Company Ltd 50,000,000
33 | Nepal Clearing House Ltd. 495,100
34 | Nerude Laghubitta Bikas Bank Ltd. 880
35 | Nagdi Group Power Limited 297
36 | Nepal Life Insurance Co. Ltd. 747
37 | Nabil Equity Fund-2 3,332,087
38 | Nabil Equity Fund-3 157198
Grand Total 125,111,260 52,201,687 54,745,100
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5.5 Operating Segment Information

a.

b.

C.

d.

General Information

An operating segment is a component of an entity that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions
with other components of the same entity) whose operating results are regularly reviewed by the
entity's chief operating decision maker to make decisions about resources to be allocated to the
segment and assess its performance, and for which discrete financial information is available.

Information about Profit or Loss, Assets & Liabilities

Province Total

Bagmati

Gandaki Lumbini Karnali Sudurpaschim

Province ‘ Province ‘ Province Province

Particulars ‘

Revenues from external 15071198 | 2478046 212669224 155001 3171153| 233544622
customers

Intersegment revenues 47185579 10697753 | 2,024,967620 329,556 56742 | 2,083237251
Net Revenue 62,256,777 13175799 | 2237636845 484,557 3227895| 2,316,781,873
Interest revenue 268407582 32309319 | 4056482845 307990 19232693 | 4,376,740,429
Interest expense 174,542,812 30295859 | 2793795573 1,054,736 12809978 | 3,012,498,958
Net interest revenue 93,864,769 2013460 | 1262687272 (746,745) 6422715| 1,364,241471
Depreciation and -
amortization

Segment profit /(loss) 93,864,769 2013460 | 1262687272 (746,745) 6422715 | 1,364,24147
Entity's interest in the

profit or loss of associates ) ) ) . )
accounted for using

equity method

Other material non-cash )
items:

Provision for Loan Loss 16,581,396 1068016 167131348 - 1539993 186,320,753
Impairment of assets - - - - - -
Segment assets 2986419277 335589716 | 48,359,032448 37200687 | 308644597 | 52,026,886,725
Segment liabilities 2,802,207161 472,899,367 | 41328669960 51707830 313,763,356 | 44,969,247,733

Measurement of Operating Segment Profit or Loss, Assets and Liabilities
The Bank has determined segments based on the geographical region i.e. Province wise.

Reconciliations of Reportable Segment Revenues, Profit or Loss, Assets and Liabilities
1. Revenue

Total revenues for reportable segment 233,544,622
Other revenues 4,683192,323
Elimination of intersegment revenues

Entity's revenues 4,916,736,945

2. Profitor Loss
Total profit or loss for reportable segments 1,364,241,471
Other profit or loss

Elimination of intersegment profits
Unallocated amounts: (715,534199)

Profit before income tax 648,707,271
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3. Assets

Total assets for reportable segments 52,026,886,725
Other assets

Unallocated amounts (1.353,662,393)
Entity's assets 50,673,224,332

4. Liabilities

Total liabilities for reportable segments 44,969,247733
Other liabilities -
Unallocated liabilities 292,441,585
Entity’s liabilities 45,261,689,318

5. Information about Product & Services

0‘4{&

{

Revenue from each type of product & Service | Amounts
Loan & Advance 4,344,021,304
Money at call 43,905,102
Investment Securities 259,367,621
Remittance 13,194,831

Service Fees 127139,831

Non- Funded Commission 3697587

Other Product & Services 92,363,751

Total revenue 4,883,690,027
6. Information about Geographical Area
Revenue from following geographical areas:

a. Domestic 233,544,622
Province Bagmati 15,071,198
Province Gandaki 2,478,046
Province Lumbini 212,669,224
Province Karnali 155,001
Province Sudurpashim 3171153

b. Foreign -

Total 233,544,622

7. Information about Major Customer
Revenue from single external customer is less than 10 percent of bank's total revenue.

5.6 Share Options and Share based Payment

The Bank does not have any share options and share based payments.

5.7 Contingent Liabilities and Commitment
Contingent Liabilities
Where the Bank undertakes to make a payment on behalf of its customers for guarantees issued for
which an obligation to make a payment has not arisen at the reporting date, those are included in these
financial statements as contingent liabilities

Commitments
Where the Bank has confirmed its intention to provide funds to a customer or on behalf of a customer
in the form of loans, overdrafts, future guarantees, whether cancellable or not and the Bank has not
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made payments at the reporting date, those instruments are included in these financial statements

as commitments.

Particulars | Fv207879 | Fv2077-78
Contingent liabilities 199,043,000 214,750,000
Undrawn and undisbursed facilities 1490,507488 2,028,937384

Capital commitment

Lease Commitment

Litigation

Total

1,689,556,488 2,243,687,384

5.8 Related Party Disclosures

The Bank identifies the following as the related parties under the requirements of NAS 24.

a. Directors

b. Key Management Personnel of the Bank
c. Relatives of Directors and Key Managerial Personnel

FY 2078-79

Directors

FY 2077-78

Thaneshor Poudel

Thaneshor Poudel

Dr. Tara Prasad Updhyaya

Dr. Tara Prasad Updhyaya

Er. Suraj Upreti

Er. Surgj Upreti

Mohan Chapagai

Mohan Chapagai

Birendra Bista

Birendra Bista

Namrata Bhandari

Gopal Prasad Pandey

Key Managerial Personnel

Prakash Poudel-CEO

Prakash Poudel-CEO

LokrajPaneru- DCEO

Prakash Gurung- DCEQO

Puskar Raj Joshi- DCEO

Lokraj Paneru- DCEO

Sarjan Bhattarai- DGM

Transaction during the Year

Particulars 2078-79 | 207778

Directors

Directors Sitting Fees 1,062,000 522,000

Interest Paid to directors on deposits 4,320,795 792187

Other directors' expenses (if any) 1,529,466 577789

Total 6,912,261 1,891,976

Key Management Personnel

Remuneration and Benefit Paid 16,222,705 27,794,688

Post-Retirement Benefits

Other Long-term Benefits

Borrowing during the year 17,750,000 8629116

Interest on Borrowing 228,971 682,671

Interest on account balances 211,878 183,027

Other transactions benefits if any

Total 34,413,554 37,289,501
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Reporting Date Balance

Particulars | 207879 | 207778
Directors Deposits 4,647,545 19143,727
KMP Deposits 1,008,385 4,819,440
Borrowings (KMP) 17.750,000 8629116
Other Receivable payables if any

Total 23,406,929 32,592,282

5.9 Additional Disclosure of Non-Consolidated Entities
Not Applicable.

5.10 Loan Written off
Details of written off Loan& Advance During the FY 2078/79 are as follows.

Approved ot
Types of Loan pLP . Outstanding | Outstanding | Written off
imit
Balance Interest Amounts
Naina Devi Darlami Thapa Deprived Sector 60,000 39,087 55,699 98,786
Srijana Thapa Deprived Sector 60,000 39,087 59,698 98,785
Dhansari Thapa Deprived Sector 60,000 39,087 59,698 98,785
Dhurba Bahadur Bhujel Chhetri | Deprived Sector 35,000 35,000 72,748 107,748
Total 215,000 152,261 251,843 404,104

5.11 Events After Reporting Date
Bank monitors and assesses events that may have potential impact to qualify as adjusting and / or
non-adjusting events after the end of the reporting period. All adjusting events are adjusted in the
books with additional disclosures and non-adjusting material events are discloses in the notes with
possible financial impact, to the extent ascertainable.

As per NRB Directives interest accrued on loan and advance up to Ashad 2079 was Rs. 148,584,498.
Out of this amounts, interest recovered with in 15th Shrawan 2079 is Rs. 15,129,211 which has been
adjusted in Regulatory Reserve.

There are no material events that have occurred subsequent to 32 Ashad, 2079 till the signing of this
financial statement except reported below;

Proposed Dividend

Dividend on ordinary shares are recognized as a liability and deducted from equity when they are
approved by the Bank's shareholders. Dividend for the year that is approved after the reporting date is
disclosed as an event after the reporting date.

The Board of Directors of the Bank through its meeting no 266 dated 2079/08/07 has proposed
13.30% of Bonus share on Current Paid-up capital amounting NPR 3,781,008,014.26 which equals
to NPR 502,874,198.90 & 0.70% of Cash Dividend on current Paid-up capital NPR 3,781,009,014.26
which equals to NPR 26,467063.10 for bonus tax purpose. Management is of the view that the
corporate tax is not payable on bonus shares that is declared from the share premium.
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The following Bonus Share & Cash dividend for its tax purposed is proposed for approval in the

upcoming AGM.

Particulars | Amounts Rs.
Distributable Profit 477,724,451
Paid-up Capital 3,7810,09,014.26
Proposed Cash Dividend @ 0.70 Percent for tax purpose 26,46706310
Remaining Distributable Profit after Cash Dividend 451,257,387.90
Share Premium 55,109,605
gir\?ipén;i%d&nggzirzﬁi?ﬂi?&ioszr’e’lggggsr]om remaining Distributable profit after Cash 502,874198.90

5.12 Mitigate the risk of Covid 19 Impact as per NRB Directives :

The Covid-19 pandemic has impacted most of the countries, including Nepal. This resulted in
countries announcing lockdown and quarantine measures that sharply stalled economic activity. The
government and numerous companies, including the Bank, have introduced a variety of measures to
control the spread of the virus. The Government of Nepal imposed prohibitory order which has led to
significant decline and volatility in economic activities. Nepal Rastra Bank (NRB) has announced several
measures to ease the financial system stress, including enhancing system liquidity, moratorium on
loan repayments, and asset classification standstill benefit to overdue accounts where a moratorium
has been granted.

The Nepalese economy would be impacted by this pandemic with contraction in industrial and
services output across small and large businesses. The Bank's business is expected to be impacted by
lower lending opportunities and revenues in the short to medium term. The Bank's capital and liquidity
position is strong and would continue to be the focus area for the Bank during this period.

Further the Bank has provided below mentioned facilities in line with NRB guidelines:

Table 1
As of Ashad end 2079
No.of Customers | Amount (NRs.)
Accrued Interest Received after Ashad end 2079 till 15 Shrawan 2079 362 15,129,211
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio NA 108,150,420

Extension of moratorium period of loan provided to Industry or Project
under Construction

Restructured/Rescheduled Loan with 5% Loan Loss Provision

Enhancement of Working Capital Loan by 20% to COVID affected
borrowers

Enhancement of Term Loan by 10% to COVID affected borrowers

Expiry date of Additional 20% Working Capital Loan (Covid Loan)
extended for up to 1 year with 5% provisioning

Expiry date of Additional 10% Term Loan (Covid Loan) extended for up
to 1 year with 5% provisioning

Time Extension provided for repayment of Principal and Interest for up
to two years as per clause 41 NRB Directives 2 33,364,827

Particulars

22 25,737133
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Table 2
Particulars

Refinance Loan

As of Ashad end 2079

No. of Customers

341

Amount (NRs.)
1,387525,876

Business Continuity Loan

Table 3

Particulars

As of Ashad end 2079

No.of Customers

Amount (NRs.)

For SR Pandey & Co.
Chartered Accountants

Subsidized Loan 1039 1,665,925,256
As per our attached report of even date For and on Behalf of Board
Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chief Finance Officer Chief Executive Officer Chairman
Dr. Tara Prasad Upadhyaya Er. Suraj Upreti Mohan Chapagain
Director Director Director

CA. Arun Raut

Partner

Date: Mangsir 07, 2079
Place: Kathmandu
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Director
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Namrata Bhandari
Director

Gopal Prasad Pandey
Independent Director



Particulars

Major Indicator
Previous Five Years Indicator

2074-75

2075-76

Financial Year
2076-77

2077-78

2078-79

Net Profit/Total Income | % 1913% 1814% 1272% 14.71% 13.26%
Earning Per Share (EPS) | Rs 20.23 2579 15.39 1477 1716
Market Price Per share [ oo 271 252 202 256.00 29490
(MPS)
PE Ratio Ratio 13.40 977 14.42 1733 1719
Divdend Per Share % 18.63% 15.00% 13% 1093% 13.30%
gﬁng'V'de”d per % 0.00% 0.00% 0% 0.57% 070%
'L“;aerr]e;tA'g\C/ggfe/ Total % 15.07% 13.47% 12.98% 10.08% 12.38%
gg‘gr'ggﬁg gg;t/ Total % 65.55% 5957% 60.25% 63.04% 6149%
'S”;e/irr‘f;f;&eegsgjpoo”si | 778% 787% 701% 569% 8.30%
Exchange Fluctuation o
% - - - - -
Income/ Total Income
Emg:gggg Eéoor;‘f/ Total | o, 2763% 02864% 2216% 2012% 1963%
';'\g\t/;r:gzt/ TotalLoan& | o 263% 259% 172% 158% 172%
Net Profit/Total Assets % 1.97% 1.95% 1.21% 119% 1.28%
%ﬁg: E‘;r;i if‘ advance/ | o 86.39% 85.38% 8119% 89.01% 8754%
Eﬁg: operenng Cost/ % 153% 180% 159% 162% 160%
Risk Weighted Capital
Adequacy Ratio
[c']aF;ri'Q?rg Capital (Tire 1| o, 1319% 1241% 14.47% 14.51% 1307%
gﬁgglp[ﬁ;egté’argl al % 0.86% 091% 113% 126% 129%
gg tfoap'ta' Adequacy % 14.04% 13.32% 1561% 1577% 14.36%
CRR % 544% 463% 419% 565% 326%
NPA/ Total Loan % 007% 011% 110% 127% 114%
Base Rate % 1120% 987% 890% 791% 1106%
Yr‘]’fe'feh;tegﬁt"eersapgrga ; % 5.39% 5.48% 4.98% 472% 441%
Book Networth Rs | 170718462500 | 238466161500 | 425139691000 | 485333816248 | 541153501350
Total No Of share No. 1378615400 | 1622665260 | 30716339742 | 3408463909 | 3781009014
Total No Of Employee No. 258 323 564 612 727
Others
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Capital Adequacy Table
At the month end of Ashad, 2079

Form No. 1

(Rs. in'000)
FY FY
1.1 RISK WEIGHTED EXPOSURES ‘ 2078/079 ‘ 2077/078
a Risk Weighted Exposure for Credit Risk 35757934 | 28,510,356
b Risk Weighted Exposure for Operational Risk 2,213,295 2663119
c Risk Weighted Exposure for Market Risk 75 5331
Total Risk Weighted Exposures (Before adjustments of Pillar Il) 37,971,304 | 31178,806
Adjustments under Pillar |1
SRP 6.4a (5) | ALM policies & practices are not satisfactory, add 1% of net interest income to RWE -
SRP 6.4a (6) | Add...% of the total deposit due to insufficient Liquid Assets -
SRP 6.4a (7) | Add RWE equvalent to reciprocal of capital charge of 2-5% of gross income 312,627
SRP 6.4a (9) | If overall risk management policies and precedures are not satisfactory. Add ...% of RWE 759,426
SRP 6.4a (10) | If desired level of disclosure requirement has not been achieved, Add ...% of RWE - 311,788
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 39,043,357 | 31,490,594
FY FY
LUl ‘ 2078/079 ‘ 2077/078
(A) Core Capital (Tier 1) 5104,614 | 4,524,282
a Paid up Equity Share Capital 3781009 | 3408464
b Irredeemable Non-cumulative preference shares
C Share Premium 55110 55110
d Proposed Bonus Equity Shares - -
e Statutory General Reserves 838,516 709,775
f Retained Earnings 477724 394,027
g Un-audited current year cumulative profit/(loss) - -
h Capital Redemption Reserve - -
i Capital Adjustment Reserve - -
j Dividend Equalization Reserves - -
K Other Free Reserve - -
| Less: Goodwill - -
m Less: Deferred Tax Assets 1,849 -
n Less: Fictitious Assets 13,880 10,076
0 Less: Investment in equity in licensed Financial Institutions
p Less: Investment in equity of institutions with financial interests
q Less: Investment in equity of institutions in excess of limits
r Less: Investments arising out of underwriting commitments
s Less: Recipracal crossholdings
t Less: Purchase of land & building in excess of limit and unutilized 33,017 33,017
u Less: Other Deductions
Adjustments under Pillar Il
SRP 6.4a(1) | Less: Shortfall in Provision - -
SRP 6.4a(2) | Less: Loans & Facilities extended to related parties and restricted lending - -
(B) Supplementary Capital (Tier 2) 502,991 393,851
a Cumulative and/or Redeemable Preference Share
b Subordinated Term Debt
c Hybrid Capital Instruments
d General loan loss provision 502,616 393,632
e Exchange Equalization Reserve 375 218
f Investment Adjustment Reserve -
g Asset Revaluation Reserve -
h Other Reserves
Total Capital Fund (Tier | and Tier Il) 5,607,605 4918133
FY FY
1.3 CAPITAL ADEQUACY RATIOS ‘ 2078/079 ‘ 2077/078
Tier 1 Capital to Total Risk Weighted Exposures (After Bank's adjustments of Pillar 11) 13.07% 14.37%
Tier 1and Tier 2 Capital to Total Risk Weighted Exposures(After Bank's adjustments of Pillar I1) 14.36% 15.62%
9y aft \4/,0’ a
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Risk Weighted Exposure for Credit Risk

At the month end of Ashad, 2079

A. Balance Sheet Exposures

Book Value

" Specific
Provision "

Eligible CRM

Net Value

Form No. 2

(Rs.in '000)
Risk

Weighted

Exposures

4 qg ot
{/{\ %) afie urdcs
v Q00068

¥R

Cash Balance 637,090.82 637,090.82 0% -

Balance With Nepal Rastra Bank 1,322,982.03 1,322,982.03 0% -

Gold - 0% -

Lvestment in Nepalese Government | 619355000 619355000 | 0% -

All Claims on Government of Nepal - - 0% -

Inves‘gnjent in Nepal Rastra Bank B 0% )

securities

All claims on Nepal Rastra Bank - 0% -

Claims on Foreign Government and ) 0% .

Central Bank (ECA 0-1)

Claims on Foreign Government and } | o0% .

Central Bank (ECA -2)

Claims on Foreign Government and . | s0% )

Central Bank (ECA -3)

Claims on Foreign Government and

Contral Bonk (ECA-4-6) - - | 100% -

Claims on Foreign Government and

Central Bank [E%A -7) ) - | 150% )

Claims'On BIS, IMF, ECB, EC and MDB's B 0% )

recognized by the framework

Claims on Other Multilateral

Development Banks ) - | 100% )

Claims on Domestic Public Sector Entities - - | 100% -

Claims on Public Sector Entity (ECA 0-1) - - 20% -

Claims on Public Sector Entity (ECA 2) - -1 50% -

Claims on Public Sector Entity (ECA 3-6) - - | 100% -

Claims on Public Sector Entity (ECA 7) - - | 150% -

Claims on domestic banks thatmeet | g g7 o5 71 -| 687806571| 20% | 137561314

capital adequacy requirements

Claims on domestic banks that do not o

meet capital adequacy requirements ) - | 100% )

Claims on foreign bank (ECA Rating 0-1) - - 20% -

Claims on foreign bank (ECA Rating 2) - -| 50% -

Claims on foreign bank (ECA Rating 3-6) - - | 100% -

Claims on foreign bank (ECA Rating 7) - - | 150% -

Claims on foreign bank incorporated in

SAARC region operating with a buffer - -] 20% -

of 1% above their respective regulatory

capital requirement

Claims on Domestic Corporates 16,327.890.92 323,317.82 | 16,004,57311| 100% | 16,004,57311

Claims on Foreign Corporates (ECA 0-1) - -| 20% -

Claims on Foreign Corporates (ECA 2) - -| 50% -

Claims on Foreign Corporates (ECA 3-6) - - | 100% -

Claims on Foreign Corporates (ECA 7) - - | 150% -

Regulatory Retail Portfolio (Not Overdue) | 10,413,36711 51716148 | 9,896,20563 | 75% | 7422154.23

Claims fulfilling all criterion of regularit

retail except g?anularitg o ) - | 100% )

Claims secured by residential properties | 2,252,071.97 - | 225207197 | 60% | 135124318
contd..



" Specific

Risk

Book Value S Eligible CRM Net Value Weighted

A. Balance Sheet Exposures Provision Exposures
Claims not fully secured by residential ) | 150% )
properties
Claims secured by residential 28897291| 159,866.58 | 12910633 | 100% | 12910633
properties (Overdue)
Claims secured by Commercial real estate 71,261.45 - - 7126145 | 100% 71,261.45
Past due claims (except for cleims 12493554 | 10004184 ~| 2489370 150% | 3734054
secured by residential properties)
High Risk claims 57195,332.91 4,846.53 - | 5190486.38 | 150% | 7,785729.56
Lending Against Securities (Bonds & . -| 100% )
Shares)
Investments in equity and other capital
instruments of institutions listed in 148,790.25 - - 148,790.25 | 100% 148,790.25
stock exchange
Investments in equity and other capital
instruments of institutions not listed in 5441260 - 5441260 | 150% 81,618.90
the stock exchange
Staff loan secured by residential property 412,513.77 41251377 | 50% | 206,256.89
Interest Rece|vab|¢(cla|m on 105,999.82 105,999.82 0% .
government securities
Cash in transit and other cash items in

: - - - 20% -
the process of collection
Other Assets (as per attachment) 863,780.82 109,507.77 -| 754,27305| 100% | 754,273.05
TOTAL (A) 51,291018.63 | 374,262.72 | 840,479.29 | 50,076,276.61 35,367,960.62

9y aif \4/,0’ a
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Specific
Provision

Eligible CRM

Net Value

Risk
Weight

L
Weighted

B. Off Balance Sheet Exposures Book Value

Exposures

Revocable Commitments - 0% -
Bills Under Collection - 0% -
Forward Exchange Contract Liabilities - - 10% -
LC Commitments With Qriginal Maturity ) | ooo% )
Upto 6 months domestic counterparty

Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - -| 50% -
Foreign counterparty (ECA Rating 3-6) - -| 100% -
Foreign counterparty (ECA Rating 7) - - | 150% -
LC Commitments With erglnal Maturity 2570500 . 2570500 | 50% 12.852.50
Over 6 months domestic counterparty

Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - -| 50% -
Foreign counterparty (ECA Rating 3-6) - - | 100% -
Foreign counterparty (ECA Rating 7) - - | 150% -
Bid Bond, Performance Bond

and Counter guarantee domestic 199,049.00 1,500.00 19754900 | 40% 79,019.60
counterparty

Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - -| 50% -
Foreign counterparty (ECA Rating 3-6) - - | 100% -
Foreign counterparty (ECA Rating 7) - - | 150% -
Underwriting commitments - -| 50% -
Lending of Bank's Securities or Posting 5

of Securities as collateral ) - | 100% )
Repurchase Agreements, A I

W?t?]ur é:c gjre; eg eements, Assets sale ) - 100% )
Advance Payment Guarantee - - | 100%

Financial Guarantee - - | 100% -
Acceptances and Endorsements - - | 100% -

i i f Par i r

gr?é)ggcpuor%gg of Partly paid shares ) _| 100% )
'tréfr:’j‘]":ab'e Credit commitments (short | 145050749 - | 149050749 | 20% | 29810150
thra[:/w?cable Credit commitments (long ) o s0% )
Claims on foreign bank incorporated in

SAARC region operating with a buffer -] 20% -
of 1% above their respective regulatory

capital requirement

Other Contingent Liabilities - - | 100% -
Unpaid Guarantee Claims - - | 200% -
TOTAL (B) 1,715,261.49 - 1,500.00 | 1,713,761.49 389,973.60
;‘Lt.a' RWE for credit Risk Before 5300628012 | 374,26272 | 841979.29 | 51790,038.10 35757,934.22

ljustment (A) +(B)

Adjustments under Pillar II

SRP 6.43(3) - Add 10% of the loans

& facilities in excess of Single Obligor -
Limits to RWE

SRP 6.4a(4) - Add 1% of the contract

(sale) value in case of the sale of credit -
with recourse to RWE

Total RWE for Credit Risk after Bank's | 5300528012 | 37426272 | 841,979.29 | 5179003810 35757,934.22
adjustments under Pillar Il

4 9% it
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Form No. 5

Other Assets
At the month end of Ashad, 2079 _
(Rs.in'000)
S.No. ‘ Assets ‘ Gross Amount ‘ Specific Provision ‘ Net Balance
1 Fixed Assets 58770473 58770473
2 Interest Receivable on Other Investment -
3 Interest Receivable on Loan -
4 Non Banking Assets -
5 Current Tax Assets 7791590 7791590
6 Deffered Employee Expenditure 30170 30170
7 Sundry Debtors 5277797 29165 52,486.32
8 Advance payment and Deposits 53723 53723
9 Staff Loan and Advance -
10 Stationery - -
M Other 164,649.49 100,170.85 64,478.64
TOTAL 883,887.02 100,462.50 783,424.51
Form No. 6
Risk Weighted Exposure for Operational Risk
At the month end of Ashad, 2079 _
(Rs.in '000)
SNo. | Assets | Fv207s/076 | Fy2076/077 | FY2077/078
1 Net Interest Income 1,274,380:16 1,262,232.76 1,338,425.26
2 Commission and Discount Income 188,990.62 130,427.05 185,039.72
3 Other Operating Income 2115.82 5310.39 38,667.91
4 Exchange Fluctuation Income
5 Addition/Deduction in Interest Suspense during the period
6 Gross income (a) 1,465,486.60 1,397,970.20 1,563,132.89
7 Alfa (b) 15% 15% 15%
8 Fixed Percentage of Gross Income [c=(axb]] 219,822.99 209,695.53 234,469.93
9 Capital Requirement for operational risk (d) (average of c) 221,329.48
10 Risk Weight (reciprocal of capital requirement of 10%) in 10
times (e)
M Equivalent Risk Weight Exposure [f=(dxe]] 2,213,294.85
SRP 6.4a (8) Adjustments under Pillar Il (If Gross Income for the last three years is negative)
1 Total Credit and Investment (net of Specific Provision) of releted month -
2 Capital Requirement for Operational Risk (5% of net credit and investment) -
3 Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
4 Equivalent Risk Weight Exposure (g) -
5 Equivalent Risk Weight Exposure [h=Ff+g] 2,213,294.85
9y aft \4/,0’
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Form No. 7
Risk Weighted Exposure for Market Risk

At the month end of Ashad, 2079

(Rs. in full figure)

S.No. | Currency Ope[\FI::c;?ition Exchange Rate Ope{\Nl:DtIJ:iition Relszz:l'ico?‘pen
1 INR - -
2 UsD 117245 12811 150,202 150,202
3 GBP - -
4 EUR - -
5 THB - -
6 CHF - -
7 AUD - -
8 CAD - -
9 SGD - -
10 | JPY - -
M HKD - -
12 | DKK - -
13 | SEK - -
14 | SAR - -
15 | QAR - -
16 | AED - -
17 MYR - -
18 KRW - -
19 CNY - -
20 | KWD - -
21 | BHD - -
22 - -
23 - -
(a) Total Open Position 150,202 150,202
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 7510
(d) Risk Weight (reciprocal of capital requirement of 10%) in times 10.00
(e) Equivalent Risk Weight Exposure (=cxd) 75,101
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Net Liquid Assets to Total Deposit Ratio
At the month end of Ashad, 2079

Form No. 8

(Rs.in'000)
S.No. | Assets Net Balance
A Total Deposit & Borrowing 43,449,792.52
1. Total Deposits (as per NRB Ni. Fa. 91) 4344979252
2. Total Borrowings (as per NRB Ni. Fa. 91) 1,387,525.88
B Liquid Assets 11,668,338.29
1. Cash(as per NRB Ni. Fa. 91) 637090.82
2. Bank Balance (as per NRB Ni. Fa. 91) 1,329,886.08
3. Money at call and short notice (as per NRB Ni. Fa. 9.1) 2157,811.39
4. Investments in government securities (as per NRB Ni. Fa. 91) 6,193,550.00
5. Placements upto 90 days 1,350,000.00
c Borrowings payable upto 90 days
D Net Liquid Assets (B-C) 11,668,338.29
E Net Liquid Assets to Total deposit (D/A1) 26.85%
F Shortfall in Ratio No Shortfall
G Percentage of deposit to be added to RWE 0.00%

H Amount to be added to risk weighted exposures

Note (if any):

Questionnaires for Supervisory Adjustment in RWA & Capital

At the month end of Ashad, 2079

(Rs.in '000)
SRP Number | Questionnaires | Answers
SRP 6.4a(1) | Is there shortfall in provision? No
o : o
SRP 6.42(2) Is there any Loans & Facilities extended to director, employee (except staff bylaw), shareholders >1% & No
related parties?
SRP 6.4.a(3) | Is there any loans & facilities in excess of Single Obligor Limits? No
SRP 6.4a(4) | Isthere any sale of credit with recourse facility? No
SRP 6.4a(5) | Is supervisor satisfied with ALM Policies and practices employed by the bank? Yes
Is supervisor satisfied with the soundness of operational risk management practice adopted by the No
SRP 6.4a(7)
bank? 2.0%
No
SRP 6.4a(9) | Is supervisor satisfied with overall risk management policies and procedures of the bank? > 0%
o (]
SRP 6.4a(10) | Has the bank achieved desired level of disclosure requirement? Yes
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Disclosure under Basel Il
as on Ashad end 2079

Capital Adequacy Framework, 2007 (updated July 2008) requires making a set of disclosure on the capital
adequacy & risk management framework of the bank. Disclosure requirement based on Financial Statement
as on Ashad end 2079 are as follows.

A. Capital Structure & Capital Adequacy
1. Tire 1Capital and Breakdown of its Components:

S.N. ‘ Particulars ‘ NPRin 000's
a Paid up Equity Share Capital 37,81,009
b Share Premium 55110
c Statutory General Reserves 839,516
d Retained Earnings 477724
e Un-audited current year cumulative profit/(loss)
f Capital Redemption Reserve
g Capital Adjustment Reserve
h Dividend Equalization Reserves

i Other Free Reserve

j Less: Goodwill
K Less: Deferred Tax Assets 1,849
I Less: Fictitious Assets 13,880
m Less: Investment in equity in licensed Financial Institutions
n Less: Investment in equity of institutions with financial interests
0 Less: Investment in equity of institutions in excess of limits
p Less: Investments arising out of underwriting commitments
q Less: Reciprocal crossholdings
r Less: Purchase of land & building in excess of limit and unutilized 33,017
s Less: Other Deductions
Total Tier 1 Capital 51,04,614
3 9g 3if
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2. Tire 2 Capital and Breakdown of its Components :

SN. | Particulars | NPRin000's
a Cumulative and/or Redeemable Preference Share
b Subordinated Term Debt
c Hybrid Capital Instruments
d General loan loss provision 502,616
e Exchange Equalization Reserve 375
f Investment Adjustment Reserve
g Asset Revaluation Reserve
h Other Reserves
Total Tier 2 Capital 502,991
3. Total Qualifying Capital
SN. | Particulars | NPRin000's
i Tier 1 Capital [Core Capital] 51,04,614
ii Tier 2 Capital [Supplementary Capital] 502,991
Total Capital Fund 56,07,605

4. Capital Adequacy Ratio

S.N. | Particulars | Percentage
i Tier | Capital to RWE 13.07%
ii Total Capital to RWE 14.36%

5. Summary of the terms, conditions and main features of all capital instruments, especially in case of
subordinated term debts including hybrid capital instruments.
The bank has not raised any funds through subordinate term debtincluding any hybrid capital instruments.

6. Summary of Bank's internal approach to assess the adequacy of capital to support current and future
activities
The Bank has formulated Internal Capital Adequacy Assessment Process (ICAAP’) which has a sound
and comprehensive policy and process for evaluating the Bank's capital including the overallrisk
profile, business projections and capital management strategies. It covers the capital management
policy of the Bank, set out the process for assessment of the adequacy of capital to meet regulatory
requirements,support current and future activities and meet the Pillar | and material Pillar Il risks to which
the bank is exposed to.

The Risk Management Policy of the Bank provides the comprehensive stress testing guidelines for credit,
market, liquidity and other risk faced by the Bank. Stress testing takes into account extreme but probable
scenarios to assess the bank’s resilience to adverse circumstances and resultant impact on the Bank’s
risk profile and capital position. This ensures that the bank has robust and forward looking capital planning
and risk management process. Scenario assessment such as the fall in the financial markets, a falling
trend in the assets quality, volatile liquidity condition, negative changes in macro economic factors etc,
are taken into consideration while carrying out the stress testing.

qg ait \4/,0’ a
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B. Risk Exposures

1. Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

S.N. | Particulars | NPRin 000's
i Risk Weighted Exposure for Credit Risk 35757934
ii Risk Weighted Exposure for Operational Risk 2213,295
i Risk Weighted Exposure for Market Risk 75
Total Risk Weighted Exposures before Pillar Il adjustment 37,971,304
2. Risk weighted exposures under each 11 categories of Credit Risk:
S.N. | Particulars | NPRin 000's
i. Claims on Government & Central Bank
. Claims on Other Official Entities
iii. Claims on Banks 13,75,613.14
V. Claims on Corporate and Securities Firms 16,004,573 11
V. Claims on Regulatory Retail Portfolio 74,22154.23
vi. | Claims secured by Residential Properties 135124318
vii. | Claims secured by Commercial Real Estate 71,26145
viii. | Past Due Claims 166,446.87
ix. | High Risk Claims 519,332.91
X. Other Assets 11,90,939.08
Xi. Off Balance- Sheet Items 3899736
Total Credit Risk Weighted Exposures 35,757,934.22
3. Types of eligible credit risk mitigants used and the benefits availed under CRM.
S.N. | Particulars | NPRin 000's
i. Deposits with Banks 840,479.29
ii. Deposits with other banks/financial institutions
iii. Gold
iv. | Government and NRB Securities
V. Guarantee of Government of Nepal
vi. | Securities/Guarantee of other Sovereigns
vii. | Guarantee of Domestic Banks
viii. | Guarantee of Multilateral Development Banks
ix. | Guarantee of Foreign Banks
Total Credit Risk Mitigants 840,479.29
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4. Total Risk Weighted Exposure calculation table:

SN. | Particulars | NPRin0OO's
. Risk Weighted Exposure for Credit Risk 35757934
ii. Risk Weighted Exposure for Operational Risk 223,295
iii. Risk Weighted Exposure for Market Risk 75

iv. | Adjustments under Pillar Il :

3% of gross income for Operational Risk

Ad RWE equivalent to reciprocal of capital charge of 2% of gross income 312,627
Overall risk management policies and procedures are not satisfactory. Add 2% of RWE 759,426
Total Risk Weighted Exposure 39,043,357

5. Amount of Non-Performing Assets (both Gross and Net)

S.N | Particulars | Gross (in 000's) | Net (in 000's)
i Re-structure &Reschedule
ii Substandard 126,419.45 95986.47
i Doubtful 108,272.25 54,637.87
iv Bad 200,042.39 1659.87
Total Non Performing Assets 434,734.09 152,284.22
6. NPARatios
S.N. | Particulars | NPRin 000's
i. Gross NPA to Gross Loan & Advances 114
ii. Net NPA to Net Loan & Advances 041

7 Movement of Non-Performing Assets (Gross)

NPR (in 000's)
S.N | Particulars | This Year | Last Year | Change
i. Non-Performing Assets (In Amt) 434,734.09 318,095.94 116,63815
i. | Non-Performing Assets (In %) 114 099 (015)
8. Write off of Loans and Interest Suspense
S.N. | Particulars | NPRin 000's
i Loan written off during the reporting period 404710
ii. Interest written off during the reporting period 2,266.74
Total amount written off 2,670.84
9. Movement in the Loan Loss Provisions and Interest Suspense.
NPR (in 000's}
Particulars This Year Last Year
. Loan Loss Provisions 785,065.77 588,745.016 186320.75
ii. Interest Suspense 138,613.31 115,72215 22,89116
143 06¢[06% \{\A




10. Details of Additional Loan Loss Provisions

SN. | Particulars | NPRin0OO's

. Provisioning for Pass Loans 46865183
i. Provisioning for Watchlist Loans 33,964.08
iii. Provisioning for Restructured/Rescheduled Loans
iv. | Provisioning for Sub-standard Loans 30432.96
V. Provisioning for Doubtful Loans 53,634.37
vi Provisioning for Bad Loans 198,382.53
vii | othersif any
Total amount of additional loan loss provision 785,065.77

11. Segregation of Investment Portfolio into held for trading, Held to Maturity & Available for Sale.

SN. | Particulars | NPRin0OO's

i. Held for Trading

i Held to Maturity 627709591

ii. | Available for sale 232,058.05
Total Investment 65,09,153.96

C. Risk Management Function

1. Risk management in the bank includes risk identification, measurement and assessment, and its objective
is to minimize negative effects that risks can have on the financial result and capital of a Bank. Risk
management strategies include the transfer of risk, avoidance of risk, reduction of the negative effect of
the risk and acceptance of the consequences of a particular risk. The design of a risk management system
depends among other things, onitssize, capital structure, complexity of functions, technical expertise,and
quality of Management Information System(MIS) and is structured to address both banking as well as
nonbanking risks to maximize shareholders' value.

The Bank follows the following internal structure for effective Risk Management:

Board

Risk Management Chief Executice

Committee

Risk Management
Department

Oversees:Credit
Risks, Operational

Risks and other

4 qg it
{ V) affe urrdce
N a | PR

Officer

Assets-Liablity
Management
Committee

Oversees: Market
Risk, Liquidity Risk,
Equity Price Risk
and Other Risk

Y

Audit Committee

Internal Audit
committee

Oversees: Internal
Audit Function Of
Bank



The bank under the direction and oversight of the Board adopts the Risk Management Policy to ensure
business strategies, profitability and financial stability are inconsistent with the Bank's strategies and
risk appetite. The Bank separately reviews the credit risk,operation risk and market risk to ensure that the
Bank operate within the risk appetite expressed by the Risk Management Framework.

. Risk Management Techniques
The Bank adopts the following techniques for these specific types of the risks:

Vi.

Credit Risk

The Bank exercises the following techniques in assessing the credit risk:

- Strict adherence to Board approved policies

- Independent review of credit proposals by Business Development Officers and Risk Management
Department

- Well-defined delegated authority levels.

- Effective observance to post disbursal credit risk management techniques.

ii. Operational Risk

The Bank has developed a framework for managing operational risk and evaluating the adequacy of
capital covering the bank’s appetite and tolerance for operational risk, as specified through the policies
for managing this risk, including the extent and manner in which operational risk is transferred outside
the bank. It also includes policies outlining the bank’s approach to identifying, assessing, monitoring
and controlling/mitigating the risk.

Liquidity Risk

The objective of liquidity management is to ensure that bank has sufficient funds to meet its
contractual and regulatory financial obligations at all times. Basically the Bank adopts the following
norms for liquidity risk management:

- Strict adherence to Basel Il and NRB requirement to maintain the liquidity ratios

- Keeping the close eye on the baking and economic scenario.

iv. Foreign Exchange Rate Risk

The following norms are adopted by the bank to manage the exchange rate risk:

- Maintenance of the Net Open Position within the threshold expressed by the Liquidity Management
Framework.

- Frequent monitoring of Open positions basis and analysis of the gains/losses.

Interest Rate Risk

The following norms are adopted by the bank to manage the interest rate risk:

- Effective cost benefit analysis for the product development

- Regular Net Interest Margin and Credit to Deposit Ratio monitoring

- Gap analysis to check the measures for the mismatches between rate sensitive liabilities and rate
sensitive assets.

Capital Risk

The following norms are adopted by the bank to manage the capital risk:

- Meeting the regulatory capital requirements

- Monthly computation of Capital Adequacy Ratios under normal and stress conditions.

qg ait \4/,0’ a
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