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Independent Auditor’s Report

The Shareholders of Nepal Bank Limited

Report on the Audit of the Finnncial Stalemenis

Opinion

We hive audited the findnclal statements of Nepal Bank Limited (the “HBank"), which comprise the statement
of finunéinl position as at Ashadh 31, o080 (July 16, 2623, and the statement of profit or loss, statement of
other comprehensive meome, statement of chinnges in equity and statement of vash flows for the year then
etided, and notes ta the financial satements, ncluding 0 summary of slgaificant aceotnting polleles.

In our ojpinion, the sceompanying Gnaneial statements present Gilely, in all materiol respocts, the Ahancial
position of the Bank as ot Ashodh g1, 2080 (July 16, 2023), and of its financial performance and its cosh
Hows foe the year then ended o accordanee with Nepal Finanelal Reporting Standards,

Basis for apinion

Wi conducted our audit In secordaned with Nepal Standards on Auditing (NSA2), Our responaibilities under
those standards are further described o the Anditors’ Besponsibilities for the Awdit of the Finoncial
Statements section of our Report. We sie independent of the Bank in aceordunce with the FCANS Handbook
of Cade of Etfies for Professional Avcountants together with the ethieal requirements that are relevint o
our abdit of the financial statements in Nepol, and we have fulfilled our other ethical responsibilities in
pectrdance with these requirements and 1CAN'S Hundbook of Code of Ethles for Professional Accountants,
We beligve that the modit evidence we have obmined is sufficient ond appropriste to provide o basis for our
opinion,

Emphasis of malier

W driw attention to the following matters us reflected in Notes to the financial statements. Our opinion is
not modified in fegpect of these niatiers.

1. Asincluded in Note 406 Other Asséts of lnoanclal statements totil oet aneeconclled mter-hranch balotce
s NPR 1, o675 million as of Ashadh g1, 2080,

2. The bank his not obtained confiemution regarding long pending receivahles of government transactions
of KPR 400.66 million und TU Peision reimbursable of NRs. #,64 million outstanding a of Ashadh ag,
2080, The sume is included in Note 406 of the Tnancinl stitements.

Key Audit Malters

key puedit matters are those matters that, in our professional judgment, were of the most significant 1o the
audit of the Gpanclal satements of the current perfod. These matters were addresed in the context of the
audit of the Andocial staterrents ss o whole, and in forming our opinion thereon, and we do not provide o
separate opinion on these matters. We hove determined the matters deseribed below o he the key mudit
maiters to be commun @ted in owre repost,

‘,1;1 ?“'D_‘r-?{ﬁ'\
o7 ORI ,
;N FT e
M‘J‘ o L ]
Hathmandn ) y
Tmulj-irfmmn Gy mm-hw House no. 152, Uhungedhara Way | ‘ﬁq.Mﬂhmi Ha',
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SN | Key Audit Matters Auditor's Response

L Interest Recognition Our audit approbch regerding vorifivation of
The Interest incomns of the bank has to be recognized | the process of interest recognition included;
mmﬁ:ﬂi}h!ﬂm E:Et: mhcbin:fﬂ;t '['huu,n_,h 4. Obtaining a clesr understanding of the
an acerual basis of income recomition s preseribed in g ";']r :‘::"“' Gt '“';”:f IHTIILL;:”
penemnl, the guidelines require suspension of inlerest AR m:n-llh ;EE: 0 the-hare Baneisg
rEcopnition onan acermal basis for Joans and advances Saftware e hamk.
with averdue of more than 12 wonths whereas, for | & o s vishation of collateral, we relied on
fane 0 o i e frs e | o i ogners vitn o

1] i =

besis 18 Umited on the hasis of the vesult of collaternl | :J:i-mﬂ;:mi:lf?:jru:l-nlur ‘:f iﬁ:nﬁ;ﬁ - :H:!T

ing, an pocified, Given the lack of system eapobility F
VESTIE NRB Income Reeagnition Guidelines 2019,
th suspend recognition of income on the basis of the
overdne statis of the lonn and fairvaloe of collaterul 08 | ¢ Test elisek of the Inlerest ineome bacldng
wirll as o roview of falr valuation of collaterul on regular with muanunl eomputation.
busis, manusl Interventlon will be fequired In the )
interest recognition process and hience crente a risk of | 4 Tﬂ""{ml‘;"k b:;[ the I“""—’f’-"'-"-lFm ﬁ'-"'”—"ﬁﬂd “:
Improper  application  of  the  goidelines  snd Emp TIIPWETE: . STomx: M. regor
determination of the Fair Voloe of the collaternl, This provided  and *h? basks  taken 1’5' the
may, 6 tarm, bave an effect on the recognition of manapement fo aeeive at the excess inlerest
interest ineonie of the hank. payable.
Other labilities include excess interest payable to
lonn customers teversing the interest Income which
may viey when the bank commences the refund.
This may, in e, fuve an effect on the recagnition
of the interest income of the hank.
Thus, we have considered it 8 key audit matier.

& Investment Valuation, [dentification, and | Our sudit approdch regarding verification of
Impairment the process “{. fvestment  valustion,
tmvostment of the bank comprises investment in | Kentification, and impalrment included:
F::meﬂqmﬂ“ b:;mq;m& duigdn&n:;ﬂtﬂkgﬂﬂﬁm:;‘i 4. Review of the investiient of the bank and

13 I Ly E

tnstroments. The salustion of the aforesiid secnrnties ﬂ;:ﬁlﬁtwu mt"n“ﬂgfgt::fm‘:é Ef,“j
Lok Been done in complisnee with NFRS ¢ and NRB of Nepal and NRB Dirvctive 4 resd with 8
[¥rective no. 8. The investmant in the government and i : i ’
NRE bonds and T-bills should bt recognized on | b, We agcesied the nature of the expected
reporting date on Amortized cost basis whereas other cush fow of the investinenis as well as the
Investments 0 equity nstroments, other than those busingss  model  adopted by the
heid for truding, should be wvalued av Fair Value matpgement on the basls of available
througl Other Comprehemsive Ineonie evidence/clrcumstances and ensared that

) — - the classifieation  of  investment i
E:T:fd:m gﬁﬁ;ﬂ#ﬁmmﬁ:ﬁ?mﬁd nr;'} :_;::]: commensurate with the natare of cash flow
flew. this IfilineRs MI adopted the :mnplﬁitv of and management itention of holding the
caleulations and  the significance of the amount R
lnv-:!\wl in  such Iim’eurmums. sanmie has  been | g, Forthe investment valuation that bs done at
considersd b Key Audit Matter in our audit, amertized cost, we chicked the EIR and

amartization schedule on o test hasis,

d. For the investment valoed through OCT for
quoted Investment, we ensured it fady
valoation his been done al the dlooing
transattion rate in NEPSE a5 of 1070024
or by applving appropriste valustion
technigue  and  for  the  uncguoted
investment, [air valustion hos been done
basod oo the book value derived from the
Intest available financial statements of the
itivestee pntity.

3 Impairment of Loans and Advances Our audit approach regarding verification of

As per NRE Direvtive 4, the bank shall moasure

imp ruqu. Juss on loans and advanees of the iugher,.
(7 e

binpairment of loans und advanees included:

\imﬁagw of the averduoe kg ‘HE quns nnd
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5N | Kev Audit Matters Aundilor's Response
* Addunt derivied us por norms preseribed by Nepl advances by obtaming data from  the
Rastra Bank for loan loss provisioning and system and matching the same with the
NRH 2.2 peport
& Amount delermined as per purs 5.5. of NFRS g, ;
vl with carve out lssued by [nstitute of Chartered b 5:11:[! h;h:ml.!tfﬁlﬁ ﬁ:m rr"-r:a:rl ::l-m:::ﬂ
Accountunts of Nepal duted 18 July 20523, adopting other things, from the perspective I
Indiiread Loss Modal : wtitization of loans and advances for the
infended purpose by way of sorating of
A per the o prescribed e NRI, the prosighon at o finaneinl statements, decount  movement,
[.l:i\:sr.'rihudh r;lf showld be crosted on : laans  and et HIrRovar, st
ddvances Based on the ovesdue status of loans and ; ;
sivances a5 well as the ulilization statits of the facility, | € Expected funure f-'*“h fiows from  the
status of security, borrawer's whereahouts, ete. individually significant lonns and ndvances
with an indication of impaimimt dre
As per NFRS 0 read with carve oot issued by the | assecsed on the basis of the realizable value
Irstitute of Chartercd Aceountants of Nepal dated (8 of  collateral  secorities hassd on
July zoss, impaivrment of loans and advances shiould managemenit estimate.
b s o wn imadividon] impaiooeat basls for Joans
and ndvances thot are individually signifieant and | d. Growping of homogeneous groups of loans
collective impairment besls for homageneous groups of wins nasessed on the hasis of the nature and
lodtns thist are nob eonsidersd Individoally signifiennt. purpse of loans u.nd_ ditn of historical Tss
= ) experience in portialios are nssessed an the
O individosl nepainment, ﬂrqnnmunt af the I.nm_ is hasis of past due dath from the system ax
missurid 25 the difference between the assots” carvving woll as ditn of lnan loss provisions of the
amevnt and the present yalue of estimated future cash defiried group in the past.
Jiows, Under collective bmpairment, the loss g
determined after tling into sccount, the Historica)
Lons Experence in portiolios of slmilar eredli sk anel
Manageprents expeviencisd judgmenl as to whether
vurrent eeotinnic and credit conditions are such that
thie metmal feve] of inhierent Josses at the reporting date
is like o be groater or less than thiet suggested by
historical experience.
Given the faet that tmpairment of loans snd advimees
under ineureed loss model miguives dssetsment of
futiere cush fovs as well as historieal 1oss experionces
of portfolios.  Further, impoirment of loans and
advanees under NRB norma for loan loss provisioning
will redjulre assessment of the overdue status of loans
anel advenves and proper utilimtion of loans for the
intended  pirposes, Heoce, the assessment of e
uvailability sod sceurney of required dotn for
irpaivient of loans and sdvances ander ineareed louss
misdel a5 well os NEB provisioning norms ere regarded
ath ety auddii matlers,

4 Information Technology General Controls e avdit spprodeh regarding the Tnformeation
IT controls with respect to recording tramsactions, | Technology of the hank js based upon the
penerating virioy reports in compliance with NRB | Information.  Technology  Guidelines 2012
guidelines, und trthu:{ﬂﬁsp'lluum u;:h I:ep.dutmr! nﬁ issred by N and it includod:
an mportant part of the process, Such reporting 0
higlhly d!m‘ﬂd};!mnt on {he effective working of Core | & Understanding the ending system adopted
Banking Softwire and uther allied systems. hz“tht hank for warioos catégaries of

i DTS
We have comsidersd this o kev pudit matter as ooy
comntrid lapues, valldation fallures, incorrect input data, 2 lgdcnundhm the fm.““ﬂ “r.ﬂ"-t data in
" ; i systemm gnd  going  throogh  the
and “!'mn; extmction. of cala may msult in wrong exteoction of the finoneial mformation
;:};Iﬂ I"Euul.ufr;i"m to the mamugement, shareholders, i Stalensents feom the TT system in the
e bank
. Cheeking of the user requirements for any
changes in the regalations) policy of the
lank
=% d. Heviewed the reports genemated by the
L ED T system on o sample hasia. We verified the
,(_é‘f 3 _'L .;“ /o | interest income and expense- booking
= % {i L
T\ %/
ﬂ_:_” T V'

£ ot ghesa o
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S.N | Kev Audil Matters Auditor’s Response
regarding foan and ﬂeprmt on # test basts |
with the CBS of (he bank.

& We relled oo the TT audit conducted by the
Tramli.

. We verified the provistoning of the losn

ond ndvances bagsed onaging on the teal
ehveek basis as on 16,07 2023

Information Other than Financial Statements and Awditor's Report Thereon

Minagemint s responsible for the other information. The other information eomprises the information
meluded in the Management Report, Report of the Divector’s Report, and Chairman's Staternent but does pot
include the financial statements and oor auditor's report thereon, Such information is expected to he made
uviilable to us after the date of this auditer's report.

Ohur epinion on the Tnwncial statements does not sover the other information and we will not esxpress any
form of pssuranee conclusion thereon. 10 counection with our audit of the Anencinl statements, ooy
responsibility is o read the other information identified above when it becomes wvailable and, 1o doing so,
consider whether the other [nformation & materially inconsistent with the fnancial statements or our
lnowledge obiained in the audit, or olherwise appears (o he materiilly misstoted.

When we read such other information, if we conclude that there is a material misstutement therein, we are
resjuiried 1o evmmundente thy matter to those charged with governane.

Responsibility of Management and Those Chorged with Governance for the Financioal
Statements

Management |8 responsible for the preparation and fuir presentation of the fnancial statemonts in
secordance with Nepal Financiol Heporting Standards and for such internal control as manosgement
determines is pecessary to enable the preparntion of financial stotements that are free from maoterial
misstutement, whether doe to fraud of error.

In preparing the inancial statements, munsgement is responsible for assessing the Bank's ability to continue
s 0 going concern, dinclosing, as applicable, matters related to going coneern and using the going concern
basis of gecounting unless managenient sithes [ntends to Tiguidate the Bank or to eease operations or has o
riralistic altermative but to do sa.

Those charged with Governanee ure responsible for overseeing the Bank's financial reparting prociss,

Auditor's Responsibilities for the Audiv aof the Financial Statements

Our abjectivis are to obtain resonable assumnee about whether (he fnoneinl stitements as o whols are free
from material misstotement, whether due to froud or error aned to issue an auditor’s repart that includes our
upitting. Reasunable assuranee is o bigh level of sssurance but Is not s gusrantes that an audit ennducted in
aeeordunce with NSAs will alwoys detect @ materinl missintement when it exists. Misstoterments can arine
from fraud or error and are considered matedial if, individually or In the uggrezate, they could rensonahly be
experted to Influenes the ecpnomic dectsions Ol users taken on the bisic of these Gnanelol stalements,

As part of an audit in accordance with WSAs, we exercise professional judgment and maintain profedsional
slorpticsm throughout the audit. We alsoe:

& ldentify and assess the risk of materiol misstatement of the finoncial statements, whether due to frand or
error, disign and perform sudit procedures responsive to those risks, sid obtain aedit evidenve that s
sufficient and appropriate to provide a basis for our opinion. The rdsk of nor detecting o materiol
misstatement resulting from frand & higher than fur ene resulting from error, as fraud may involve
eollusion, logery, imtentional omdssions, misrepresentations, of the override of Internal control.

»  Obtuin an understanding of interoal eonteo] relevant to the awdit b order to design aodit procedures that
are appropriste in the circumstances, but not for the purposes of expressing an opinion on the
offeetiveness of the Bank's internal control.

appropristeness of arcounting policies used and the reasonablenéss of m:cuunung a;ﬁm,utcs
selosunes made by e managemenl, = o

Aarfrw gfmaT so0% =0 —
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& Copclude da the approprintensss of the mandgerment’s iwse of the golog concern basis of secounting and,
based on the audit evidence obtuined, whether a material uncertainty exists related to events pr
comdhitions that may cist stynificant doubt on the Bank's ability 1 continue as a golng eoncern. 17 we
eonelude that & materinl esrtsnty exists, we dre required to deaw attention in our additess fepott to
the related disvlasures in the financial statements or if such disclosures are inadequate, to modify our
opinitn, Our concluslons wre based on the audlt evidence obtalned up to the date of our auditor’s repar.
However. future events or conditions may eause the Bank to cense to continue as & going coneerm.,

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit Andings, including any significunt deficiencies in internal
control that we dentife during our audit.

Wi ilso provide those charged with governance with o statement that we hove complied with relevant erhinal
reguirements regarding independence; and to communicate with them all relationships and other mutters
et muay ressonably be thooaght ta bese on our independence, and whére upplicalile, relaled saleguirds.

From the matters compmicated with those charged with governance, we deternzine those matters that were
of most significance in the audit of the financin) stutements of the current potiod and are therefore the key
nudit matiers. We describe these matters in owr auditor's report unless law or regilation precludes public
thiselogure about the matter or when, in extremely rare ¢lreumstances, we determine that 3 matter should not
bie cammunicated in our report becuuse the adverse consequences of doing so wotlld reasanably be expectad
Lo oatwiriigh this uiblic interest benefits of such commumcation

Report on requirements of Banks and Finaneial Institutions Act, 2073, and Company Act,
2063

We have obtained sitisfactiory mformation and explanativns ssked for, which 1o the best of our knowledge
aned bellel were pecessary for the purpose of vur andit; the retums received from the branch offices of the
bank, though the statements gre independently not sudited, wero sdequate for the purpose of the aodit! the
fimungial stitements including the stutement of financial position, statement of profit or loss, statement of
comprehensive income, statement of changes in equity, stajement of cash flows, notes to the financial
stutements inclading a summary of significant secounting polivies bave been prepared in all material respect
in accordance with the provisions of the Company Act, 2a6a3, and they are in agreement with the books of
accaunts of the Bank; and the sccounts und recurds of the Bank are properly maintained in accordance with
the prevoiling Jows,

Tor the best of our information mnd aceording to the expinoations given to us, in the course of our aodlf, we
observidd that the loans have been written off as specified; the business of the Bank was conducted
satisfactorily, and the Bank's trunsdctions were found 1o be within the seape of {5 authovity. We did oot
come peross cases of pecounting=related froud and coses where the bopnd of directors or any director or any
viffiee besver of the Bank Jas acted contrary (o the provisions of law or catsed loss or damage to the Bank or
committed any misap fation of the funds of Hank.

[5) ||'
V- ?“
."3' e -.ull
& U-—:Eiﬁ’ )
| CA, Jagnnnath Upnﬁh}a} CA. Sunir Kumar Phinagel -
¢ Proprigior Managing Partner  “s—.-
Kuber N, Bhatturni & Co. JUN Upadbyay & Co, 5.1, Associntes
Plaee: Kathmandu, Nepal
Date: Docember 20, 2023
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Statement of Financial Position
As at 31st Ashad 2080 (16 July 2023)

Currant Year
8 A5H 502 8R1
19,748 B72.262
BAZ.511,250
B.550, 260
196,040,860
5,480, 880.700
78 556 580,017
204 TR AET
1,702 556,540
2,736 203 346
|96, 100,605
13,363,622 TTH
34,844,285

& fag 150,165
296, 736,597,807
1,ETE 447,704
70,000,000

£ 541,000

Da4 545,000,703
203 40,000
247 BRI ST6
4,083 GRL A7
8,257, 810,187
345,251,608
Current Yaar
74,62 (27, 826
FEH, B6E

20, B30 E50 921
16,522 571,800

36,522 671,008
296,735 547 837
85,550, 500,058
240 66
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Frgures i NFR
Prevlous Year
6,30 801,653
E.841.3263.200
481,033,317
491.900,856
106, 764,487
4,150 621 BTG
171,480 501 ARG
40,578,847 B3
1,550, 380 28R

1808064 228
VOB, 545500
13,245,150,670
35,435,218

9 20p 240,038
1.080,578.643

5 BEH BGB.046
06072543
165 07H, 14 8. 253
T.354 175000

LR
4,769,152 641
5,917.390,293
34535171 042

224614264020
Pravious Year
14, 406,904,531

5422 196 158
7 35,612 368
15 483,613 48

35,463 813348
T A0/, 160 485
24617

The accamganying notas am infagral pagt of fhase financal strtements

Hom Bahadur Khadia Bamata Pant [Bhatta)
At Chigl Exsoutlie Chficss

Chilal Finanoe Officer

Dbies) Ral
Chlaf tansgmr

Dato: Z0B0-09-04
Place: Kathmande, Nepal

g aiftw ulades soe¥ =0

Board of Directors
Or.Chandra Bahadur Adhikan
Chnlrman

Membiar

Uttar Kukmaer Wikaln
Gangn Prosad Geawall
Badiara Ghimars
Wivek 58 Rapa
ishnu Kumar Sgrasal
fochan Shresilin

CaA.Msrandm Bhettaral
Pri:igeal Prrtossi

Kular N, Bhntineml & Go.
Chariarad Arcoeniants

CA. Jagarnath Upadhyay
Progsimtar

JN Upadhaoyay A Ce.
Chartared Accountants

Fuh prest cuar perport of eyen date

CA. Bunir Kumar Dhunge
Mamaging Partrie:

5.AR. Associates
Chartared Acpountants
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Statement of Profit or Loss
for the year ended 31st Ashad 2080 (16 July 2023)

Figuras in NPFR

Particular Nole Current Year Previous Year
Interast Income 4.29 25,158,116,508 16,430 850,427
Interast sxpansa 4,30 15,751,164 273 0,725,363 453
Net Interest income 9,406,052,635 6,714,586,074
Fees and commission incoma 4.3 1.019.377.814 968,755,635
Fees and commission expense 4,32 188,311,080 81,812510
Net fee and commission income 531,066,754 886,943,125,
Net Interest, fee and commission income 10,238,019,389 7,601,530,100
Met trading incoms 4,33 78,642,010 198,141 765
Other oparating incomea &34 309,231,092 270,185 989
Total operating Income 10,625,892,491 8,069,857 851
Impairment charge/(reversal) for foans and other losses. 4.35 1. 113,348,200 853.658.796
Net operating income 9,512,544,201 7,216,199,055
Operating expense

Parsonnel gypensas 438 3,885 515 968 2451801200
Other Operaling expensss 4,37 916,767,870 787,734 063
Depraciation and Amortisation 4.28 375915089 330,009,823
Operating Profit 4,334,344 464 3,637,463,869.
Mon operating Incorme 438 T7.261.406 218,327,294
MNeon aparating expense 4.40 = =
Profit before income tax 4,411,605,870 3,856,791,168
Income tax expanse 441

Current Tax 1,177.445,202 983,650,423
Defarrad Tax (203.418,327) {50.136,823)
Profit for the period '3,437,578,095 2,623,277,569
Prafit attributable o)

Equity holders of the Bank 3,437 578,995 2923277568
Mon-cantrolling intarests - .
Profit for the period 3,437 578,995 2,923,277,569
Earnings Per Share (EPS)
Basic EFS 2339 20,29
Ciluted EPS 2339 20,29
The accamapnying nobes are |ntegral pad of theas linonczal sbilemenls A pe dud report of e dsle

Ham Bahadur Khacdka Samata Pant (Biatta) Board of Directors A Mareniira Bhattara

Chiet Finance Officsr At Ghesf Exscutive Officer Or.Chandra Bahadur Adhikari Principal Farnes

Chalrman Kuby B Bhaltanl & Co
Crarered Accourtanis
Dibyiraj Ral mﬁ:;nar Kham
Chenl Monmger G Prannd Gymwall CA. dagennath Upadhyay  GA. Sunir Kumar Dhungal
o Chitsing Prop=istor anaging Partnat

84 R, Associales
Cherfersd Accountants

M Upadhayay &' Cou
Cranersd AcuoUnians

Wiviok 5.8 Rana
Vishnu Kumar Agrawal
Fochan Shrestha
Biate: 2080-08-04
Place: Kathmandu, Mapal
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Statement of Other Comprehensive Income
for the year ended 31st Ashad 2080 (16 July 2023)

Figures in NPR

Particular Nota Current Year Previous Year
Profit for the yesr 3.437.578,895 2,923.277,569
Other Comprehonsive Income, net of income tax
a  Items that will not be reclassified to Profit or Loss

Galns | {Losses) from investment in equily instruments measured 1.511.239,134 (45,374 232)

at far value
Galns / (Losses) on revaluation

Actuarial Gains / {Losses) on defined benefit plans
Inciome lax relating 1o above ilems

Net other Comprehensive Income that will not be reclassified to
Profit or Loss

b lems that are or may be reclassified to Profit or Loss
(Zains (Losses) on cash flow hedge

Exchange gains (Losses) ansing from transiationg financial assels
of foreign operation

Income lax relating o above tems
Reclassify to Profit or Loss

Net other Comprehensive Income that are or may be raclassified
to Profit or Loss

Share of other comprehensive Income of assoclate accounted as
par eouited method

Other Comprehensive income for the year, net of income tax
Total Comprehensive:-income for the year
Total Comprehensive income attributable to:
Equity sharehotder of the bank
Mon controllivg intaras!
Total Comprehensive income for the period

(1,455.170,409)
(16,850,617)

39,318,107

39,318,107
3,476,897,102

3476887102

3,476,897,102

(373,991 469)
125,809,710

(293,555,991)

2,629,721.578

£, 828,721.578

2,629,721,578

The nocompanying nobas are inlegrol pan of Mesa Nnaaosed sklemenls. An pee ouf repor ol even dile

Ham Bahadur Khnedin
Gt | Farvanice il

Samate Famt {Bhatta}
At Chlsst Expcutve Officer

Board of Directora
O, Chandra Bahadur Achblcar

CA Marandrn Bhatioral
Frincipal Paiatie

Chinlrman Feuboe ™, Braliaran & Co,
Charterod Accounianis
Maormiesy
DOhiktaj Ral Littar furmar Khasr)
Chal Maniger Garvgn Prasid Gy A Jaganmath Upadhyay CA, Sunir Kumar Dhungs!

Proprislor
JM Upadhavay & Co
Chartered Agcourdants

Manaaging Parner
Aa R Associmhes
Chartered Accoun|shils

Badhkarin Ghemires
Viwek SJB Fana
Vinhinu Ktimar Agrawnl
Foatan Shiestha
Ciate: 2080-00-04
Flace Kathmandu, Nepsl
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Statement of Cash Flows
for the year ended 31st Ashad 2080 (16 July 2023)

F:gqruu mNPR
Farticulars Currant Yaar Provious Year
CASH FLOWS FROM OPERATING ACTIVITIES
Interes! agulved 20,047 A Y 15,232,104 526
Faws and ather ineome recsied 1L0IBETT.AS 95, %14 006
Dividond resnived . -
Racaips from plher opsmatiig aolivifies 450,060 484 1,234,078, 007
Inlerast paid {15,378 205 565) 18, 725,363,453)
Cummission ard fees paid (1883%1.080) {747,040
Cash payment 1o smploysss {3,585 515.068) (20463 558,304
CHfies empesse (e [ B4 fid G2y (Fad T 00
parting canh fows bilces changss in apersting ssssts and lnbiites [1.786,332.500 5485 000, 188
{Increass}{Dvaraane in operaling hssols
Due from Mepsd Basira Bank {12,907 518,872) {47 387, 2p8)
Fracemenl wilh Bank and Financiad Inuilufions (21,477 533} 386,391 £58
Chitier trading aszats £T3.556211 {4,079 BE6)
Loens and advances o bank and financis! rstilulicns BEOBGI.07T 37TE;BED 562
Loans snd sdvanmes to guskamers {7, 7FE, 087 . 150) (43, B33 047 TRE)
(Hhet 352618 1.BEA BB, 365 TS B0 B
Ineregss!|Decrsase) o oparating [akdilies - -
Due o sank and fnescls insdiutions: 184 THIO0ET 251,551,555
Due b Nepsl Ragizs Bank 15,418, 568 046} QR Mg derid]
Duposit from cootormrm 48,437 650,430 33,083, Te5.410
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Notes to the Financial Statements
For the Year ended 31* Ashad 2080 (16 July 2023)

1 Reporting Entity

Mepal Bank Limited {'lhe Bank') Is a publlc company incorporated under the Companies Acl, 2063 and
licensed by Nepal Rastra Bank to conduct banking transaction as a "A" Class Financial Institution under the
Bank and Financial Institution Act, 2073, The Bank has ils Corporate Office at Dharmapath, Kathmandu,
Mepal Bank Limited, (he first bank of Nepal was established in Movember 15, 1937 A.D (Kartik, 30, 19394),
It was formed under the principle of Joint venture (Joint venture between Governmeant & general public).
The bank has been providing banking through its branch offices In the different geographical locations of the
cauntry. Nepal Bank Limited has the following objectives:

»  Deliver robust and ethical banking services and contributing lo the economic development of Nepal.
» Focus on increasing the customer base and market share.

+  Mawmize the potential/efficlency of bank's staff.

*  Focus on minimizing the risk assoclated with the business.

+  Focus on providing lhe world class business solulions.

= Foeus on increasing the sustainable profit.

Authorized capital of the Bank is NPR. 15,000,000,000 {150,000,000 shares of NPR 100 each) oul of
which Issued and Paid-up capital is NPR. 14,694 022 928 (146,940,229 28 shares of NPR.100 each). The
sharaholder composition of the Bank (as of 2080-03-31) is as follows.

| SN. | Ownership _ Percent
b, plievemmneat 55 Nkpe. _ 4%
2 .Gunuml Public 4084
Tutpl LILILLEN
2 Basls of Preparation

Thefinancial statements of the Bank have been prepared on accrual basis of accounting except the Cash flow
information which is prepared, on & cash basis, using the direct method. The interest income is recognized
on effective interesl rate method as allowed by carve-outs on NFRS.

The financial statemenis comprise the Statement of Financial Position, Statement of Profit or Loss and
Statemenl of Other Comprehensive Income shown 0 two separate statemeant, the Statemant of Changes in
Equity, the Statement of Cash Flows and the Notes to the Financial Stalements. The significant accounting
policies applied in the preparation of financial statements are set out below In point number 3. These policies
are consistently applisd to all the years presented, excepl for the changes in accounting policies disclosed
specifically,

21 Statement of compliance

The financial staternents have been prepared in accordance with Nepal Financial Reporting Standards
{NFRS) adopted by the Accounling Standards Board (ASB) of Nepal.

The financial statements have been prepared on the going-concern basis.

The Bank presents its statement of financial position broadly in order of liquidity as per the format specified
in directive 4 of unified directive 2080 issued by NRB,

B
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Reporting period and approval of financial statements

Reporting Penod is a period from the first day of Shrawan (mid-duly) of any year to the last day of Ashad
{mid-July) of the next year as per Nepalese calendar.

The current year period refers to 19 Shrawan 2079 to 31" Ashad 2080 as per Nepalese Calendar
corresponding to 17" July 2022 to 16 July 2023 as per English Calendar and corresponding previous year
period is 1% Shrawan 2078 to 32" Aghad 2079 as per Nepalese Calendar corresponding to 16" July 2021 to
16" July 2022 as per English calendar

Particulars Nepalese Calendar English Calendar
Current Year 2079/80 2022/23
Previous Year 2078/79 2021/22
1"Shrawsan 2079 to 17 July 2022 to
Current Year Period 31 Ashad 2080 16" July 2023
1"Shrawan 2078 to 16 July 2021 to
Previous Year Period 32=Ashad 2079 16% July 2022

The Financial Statements were authorized for issue by the Board of Directors on 2080/08/04. The Bank
prepared its financial statements In accordance with the requirements of Nepal Financlal Reporting
Standards.

Functional and presentation currency

The financial stalaments are presanled in Nepalese Currency (NPR) (rounded to the nearest Rupee unless
otherwise stated), which is the company’s functional currency. The Bank determines the funclional currency
and items Included in the financial statements are measurad using that functional currency,

Use of Estimates, assumptions and judgments

The preparation of the Bank's financlal statements requires management to make judgements, sstimates
and assumptions lhat affect the reported amount of revenues, expenses, assels and llabiliies, and the
accompanying disclosures, as well as the disclosure of contingent liabllities. Management believes that the
estimates used in the preparation of the financial statements are prudent and reasonable estimates and
underlying assumptions are raviewed on an ongoing basis.

Infarmation about assumplions, eslimates and judgement used in praparation of financial statements for
2079780 that have a significant risk of resulting in a material adjustment within the next financial year are:

» Hey assumptions used in discounted cash flow projections.

¢  Measurement of defined benefit abligations.

*  Provisions, commitmanis and conlingencies.

+ Determination of net realizable value.

« Determination of useful life of the property, plants and equipment,

« Assessmeant of the Bank's abilily to conlinue as going concarn

»  Determination of fair value of financial instruments: and propearty and eguipment.
¢ Impairment of financial and nan-financial assets.

»  Assessment of currant as wall as deferrad tax.




2.5 Changes in Accounting policies
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2.8

2.9
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3.1

The Company has consistently applied the accounting policies to all periods presented in these financial
statemeants except for new or revised statements and Interpretations implementad during the year. The
nature and effect of new standards and Interpretations are discussed in note that follows.

New standards in issue but not yet effective

Anumber of new standards and amendments to the existing standards and interpretations have been issued
by IASE after the pronouncemeants of NFRS with varying effective dales. Those become applicable when
ASE Mepal incorporates them within NFRS.

New Standards and interpretation not adapted

All Nepal Accounting Standards and Nepal Financial Reporting Standards and other interpretation issued by
ASE of Nepal have been adapled while preparing financial staterments.

Discounting

Mon-currant assets and liabilities are discounted where discounting is malerial. Interest income and expenses
have besn racognised an unwinding of financial assels and liabllities respectively,

Offsetting

Financial assets and financial liabilities are offset and the net amount reported In the Statement of Financial
Position, only when there |5 a legally enforceable right to offset the recognized amounts and there is an
inlention to settle on a net basis ar to realize the assels and settle the llabilitiss simulfaneously. Income and
expenses are not offset in the Statement of Profit or Loss, unless required or permitted by Mepalese Financial
Reporting Standards or Interpretation (issued by the International Financial Reporting Interpretations
Committee (IFRIC) and Standard Interpretations Committee (SIC)) and as specifically disclosed in the
Significant Accounting Polcies of the Bank.

Materiality and Aggregation

Each material class of similar items Is presented separately in the Financial Statements. Items of dissimilar
nature or function are presented separately, uniess they are iImmatenal as permitted by the Mepal Accounting
Standard — NAS 1 on 'Prasentation of Financial Statements’.

Notes lo the Financial Statements are presented in a systematic mannar which ensures the understandability
and comparability of Financial Statements of the bank. Understandability of the Financial Statements is not
campromised by obscuring material information with immaterial information or by aggregating material items
that have different natures ar functions.

Significant Accounting Policies

The principal accounting policies applied by the Bank In the preparalion of these financial stalements are
presented below. These policies have been consistently applied 1o all the years presented unless stated
otherwise.

Basis of Measurament

The financial stalements are prepared on the hislorical-cost basis except for the following material items In
the siatement of financial position:

+  Invesimenl properly I8 measured initially at cosl and subsequeantly al Fair value:
+ Liabiiities for cash-settled, share-based-payment arrangements are measured at fair value.




dure den MIAES
NEPL ENNK LIMITEE
g

* Darvative financial instruments are measurad at fair value,

+ Deflned benefit schemes, surpluses and deficits are measured at fair value:
« Impairment of financial asset is measured at fair value and related disposal cost.

Estimates and underlying assumptions are reviewed on an ongoing basis and are based on historical
expenence and other factors, including expectations of future events that are believed to be reasonable
under the circumstances. Actual results could differ from those estimates. The estimates and judgements
used in the preparation of the financial statements are cantinuously evaluated by the Bank, Any revisions
to accounting estimates are recegnised prospectively in the period in which the estimaies are revised and
in the future periods. The areas involving a higher degree of judgemant or complexily, or areas where
assumptions and estimates are significant fo the financial statements are disclosed In notes that follow.

3.2 Basis of conseclidation

The Bank does not have any subsidlaries or special purpase antities over which It exercises control. Hence,
only slandalane financial slalement is prepared.

33 Cash and cash equivalent

Cash and cash equivalents include cash at vault and menay at call and short notice, unrestricted balances
with NRB, which are subject to an insignificant risk of changes In value. Cash and Cash equivalent are
measured al amortized cost in the statement of financial position,

Statement of Cash Flows has been prepared by using the Direct Method' in accordance with NAS O7-
Statemenl of Cash Flows.

34 Financial assets and financial liabilities
Recognition

The Bank imtially recognizes a financial assat or a financial hability in its statement of financial position when,
and only when, It becomes party to the contractual provisions of the instrument. The Bank initially recognize
Ioans and advances, deposits, and debl secunties/ subardinated liabilities issued on the date that they are
originated which is the date that the Bank becomes party to the contractual provisions of the instruments.
Investmenis in equity instrumants, bonds, debenture, Government securlties, NRB bond or depasit auction,
reverse repos, outright purchase are recognized on trade date at which the Bank commits to purchase!
acquire the financial assets. Regular way purchase and sale of financial asseis are recognized on lrade
date. All financial assets and liabilities are initially recognised at their cost value and are subsequently
presented as per NFRS based on the respective classification.

Classification
i Financial Assets

The Bank classifies the financial assets as subseguently measured at amortized cost ar fair value on
tha basis of the Bank's business model for managing the financial assets and the conlraclual cash flow
characteristics of the financial assels. The two tlasses of financial assets are as follows:

8 Financial assets measured at amortized cost
The Bank classifies a financlal asset measured at amortized cost if both of the fellowing conditions are met:

a) The assetis heldwithin a business model whose objective is to hold assets in order to collect contractual
cash flows and

b} The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.




2, Financial asset measurad at fair value

Financial assets other than those measured at amortized cost are measured at fair value, Financial assets
measured at fair value are further classified into two categories as below:

a) Financlal assets at fair value through profit or loss

Financial assets are classified as fair value through profit or loss (FVTPL) if they are held for trading or
are designated at fair value through profit or loss. Upon initial recognition, transaction costs are directly
allribulable to the acquisition are recognized in profit or loss as Incurred. Such assets are subsequently
measured at fair value and changes in fair value are recognized in Statement of Profit or Loss.

b) Financial assets at fair value through other comprehensive income

Investment in an equity instrument that is not held for trading and at the initial recognition, the Bank makes
an Irevocable election thal the subsequent changes in fair value of the instrument is 1o be recognized in
other comprehensive income are classified as financial assets at fair value though other comprehansive
income. Such assets are subsequently measured at fair value and changes in fair value are recognized in
other comprehensive income.

Financial Liabilities
The Banl classifies the financial llabilities as follows:
a) Financial liabilities at fair value through profit or loss

Financial liabilities are classified as fair value through profit or loss (FVTPL) if they are held for trading or are
designated at fair value through profit or loss. Upon initial recognition, transaction cost is directly attnbutabla
to the acquisition are recognized In Statement of Profit or Loss as incurred. Subsequent changes in fair
value |Is recognized at profit or loss

b) Financial ligbilities measured at amortized cost

All financial liabilities other than measured al fair value though profit or loss are clagsifisd as subsequently
measured at amontized cost using effective inlerest methad.

Measurement
Financlal assets at FVTOCI

On initial recognition, the Bank can make an irevocable election (on an instrument-by instrument basis) to
present the subsequent changes in fair value in other comprehensive income partaining to investments in
aquity instruments. This election Is not permitted If the equity invesiment is held for trading. These elecled
investments are Initially measured at fair value, Subsequently, they are measured at fair value with gains
and losses arlsing from changes In fair value recognised in other comprehensive income and accumulated
in the "Fair Value Resarve’. The cumulative gain or logs is nol reclassified to Statement of Profil or Loss on
disposal of the investments.

A financial asset is held for trading if;

* it has been acquired principally for the purpose of selling it in the near term; or

« on initial recognition it |s part of a parifolio of identified financial instruments that the bank manages
logether and has a recent actual patiern of shori-term profil-taking; ar

+ it is a derivative that is not designated and effective as a hedging Instrument ar a financial guarantes.

Dividends on these invastments in eguity instrumants are recognised in Statement of Profit or Logs when the
Bank's right 1o recelve the dividends is established, it is probable that the economic benefils assoclaled with
the dividend will flow to the entity, the dividend does not represent a recovery of part of cost of the investment
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and the amount of dividend can be measured raliably, Dividends recognised in Statement of Profit or Loss
are included in the 'Nat Trading Income’ line item.

Financlal assets at fair value through profit er loss (FVTPL)

Investments in equily Instruments are classified as at FVTPL, unless the Bank irrevocably elects on initial
recognition to presant subsequent changes In fair value in other comprahensive Income for investments In
equity instrumenis which are not held for lrading.

Debl instrumenls thal do nal meal lhe amortised cost crilerda or FVTOC! crileria (ses above) are measured
at FVTPL. In additian, debt instrumeants that meet the amortised cost criteria or the FVTOC! crteria but are
designated as at FWTPL are measured atl FVTPL.

A financial asset that meets the amortised cost criteria or debt instrumeants that meet the FVTOCI criteria
may be designated as at FVTPL upon initial recegnition if such designation sliminales or significantly
reduces a measurement or recognition inconsistency that would arise from measuring assets or liabilities or
recognising the gains and losses on them on different bases.

Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any gains or
losses arising on re-measurement recognised in Statemant of Profit or Loss. The net gain or loss recognisad
in Btaterment of Profit or Loss incorporates any dividend ar inlerest garned on the financlal assel and s
included im the '"Net Trading Income' ling item, Dividend on financial assats at FYTPL is recoanised when the
Bank's right to receive the dividends is established, it is probable that the econemic benefits associated with
the dividend will flow to the enlity, the dividend does not represant a recovery of part of cost of the investmant
and the amount of dividend can be measured reliably,

Financial liabilities at FVTPL

Finaricial liabilities are classified as at FVTPL when the financial liabllity is held for trading or Is designated
as al FVTPL.

A financial llability is classified as held for trading if:

* it has been incurrad principally for the purpose of repurchasing it in the near term; or

« on initial recognition it is part of a portfalio of Identified financial instruments that the Bank manages
logether and has a recent actual pattern of shori-term profit-taking, or

« it is a derivative that is not designated and effective as a hedging instrument

Afinancial liability olher than a financial liability held for trading may be designatad az al FVTPL upon initial
recognition if;

« such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise,

+ the financial liability forms part of a Bank of financial assets or financial liabilities or both, which Is managed
and its performance is evaluated on a fair value basis, in accordance with the Bank's documented risk
management or Investmenl strategy, and information aboul the Bank is provided internally on that basis,
or

+ it forms part of a contract containing one or more embedded derivatives, and NFRS'S permits the entire
combined contract to be designated as al FVTPL in accordance with NFRS 9

Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on re-measuremeant
recognised in Statement of Profit or Loss. The net gain or loss recognized in Statement of Profit or Loss
incarparales any interast paid on lhe financial liability and is included in the 'Olher income’ ling item.
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However, for nan-held-for-trading financial liabilities that are designated as at FVTPL, the amount of change
in the fair value of the financial liability that Is atiributable to changes in the credit risk of that liabllity is
recognised in other compraehensive income, unless the recoanition of the effects of changes in the liability’s
credit risk in other comprehensive income would create or enlarge an accounting mismatch in profil or
loss, in which tase these effects of changes in credit risk are recognised In Statement of Profit or Loss.
The remalning amount of change in the fair value of liability Is always recognised in Staterment of Profit
or Loss. Changes in fair value attributable to a financial liability's credit risk thal are recognised in other
comprehensive income are reflected immediately in retained earnings and are not subsequently reclassified
to Statament of Profit or Loss.

Financial liabilities subsequently measured at amortised cost

Financial liabilities that are nol held-for-trading and are not designated as at FVTPL are measured al
amaortised cost at the end of subsegquent accaunting periods. The carmying amounts of financial liabilities
that are subsaquently measured at amortised cost are determined based on the effective interest method.
interest expense that is not capitalised as part of costs of an assetis included in the 'Interest Expenses’ line
ftem.

The effective interest method 15 @ methad of caleulating the amortised cost of a financial liability and of
allecating intsrest expense over the relavant period. The effective interast rate Is the rale thal exactly
discounts estimated fulure cash payments (Including all fees paid or received that form an integral part of
the affective Interest rate, lransaction costs and ather pramiums or discounts) through the expecled lifa of
the financial liability, or (where appropriate) a shorter period, to the netcarrying amount on initial recognition.

De-recognition
i. De-recognition of financial assets

The Bank derecognizes a financial asset when the contractual rights to the cash flows from the financial
assel expire, or when I| transfers the financial asset in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are lransferred or in which the Bank nelther transfers nor retalns
substantially all the risks and rewards of ownership and it does not retain canirol of the financial asset.

Ay interest in such transferred financial assets that qualify for de-recognition that is created or retained by
the Bank is recognized as a separate assel or liability. On de-recognition of a financial asset, the difference
betwean the carrying amount of the asset, and the sum of

(I} The consideration received and
(i) Any cumulative gain or loss Lthat had been recognized in other comprehensive income is recognized in
retained eamings.

The Bank enters into transactions whareby It transfers assets recognized on its Statement of Financial
Position, but retains either all or substantially all of the rnsks and rewards of the iransferred assets or a
portion of them. If all or substantially all risks and rewards are rolained, then lhe transfarred assets are
not derecognized. Transfers of assets with retention of all or substantially all risks and rewards include, for
exampla repurchase transaclions.

il. De-recognition of financial liabilities

Afinancial liability is derecognized when the obligation under the liability is discharged or cancelled or explred.
Where an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing lability are substantially maodified, such an exchange or modification
is treated as a de-recognition of the original liability and the recognition of a new liabllity. The diffarence
betwean the camying value of the anginal financial liabllity and the consideration paid Is recognized In
statamant of Profit or Loss.
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Determination of fair value

‘Fair value’ s the pnee that would be received o sell an asset or paid to transfer a liability (exit price) inan
orderly transaction between market paricipants at the measurement date in the principal or, in its absence,
the most advantageous market to which the Bank has access at that date. The fair value of a llability reflects
its nan-performance risk,

Whean available, the Bank measures the fair value of an instrument using the quoted price in an active market
for that instrument. A market is regarded as active If transactions for the asset or liability take place with
sufficient frequency and volume to provide pricing information on &n ongoing basis. If there is no quoted price
in'an acdtive market. then the Bank uses valuation technigues that maximize the use of relevant ochservable
inputs and minimiza the use of unobiservable Inputs. The chosen valuation technigue Incorporates all of the
factors that market participants would take Into account in pricing & transaction.

The fair value measurement hierarchy is as follows:

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for
idanlical assels ar liabilities,

Leval 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 instrumants valued using models whare all
significant inputs are observable.

Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs are not
hased on ohservable markst dala.

The besl evidence of lhe fair value of a financial instrument al initial recognition is narmally the transaction
price i.e. the fair value of the conslderation given or received. If the Bank determines that the fair value at
initial recognition differs from the transaction price and the fair value is evidenced neither by a quoted price
in an active market for an identical assel or liability (Level 01 valuation) nor based on a valuation lechnique
that uses only data from observable markets (Leval 02 valuation), then the financial instrument is initially
measured at fair value, adjusted 1o defer the difference between the fair value al initial recognition and the
transaction price. Subsequently, that difference is recognized In profit or loss on an appropriate basis over
the lifa of the instrument but not later than when the valuation is wholly supporied by cbservable market data
or the transaction is closed out In case the fair value is evidenced by a quoted price in an active market for
an identical asset or llabifity (Level 01 valuation), the difference between the transaction price and fair value
is recognized in profit or loss immediately,

Impairmant

At each raporting date, the Bank assesses whether thers Is objeclive evidence that a financial asset or group
of inancial assets nat camied at fair value through profit or loss are impalred. A financial asset or a group
of financial assets is Impaired when ohjective evidence demonstrates that a loss event has oecurred after
ihe initial recognition of the assel(s), and that the loss event has an impact on the future cash flows of the
asset(s) that can be estimated reliably.

Objactive evidence that financial assets are impaired can include significant financial difficulty of the borrower
or issuer, defaull or delinquency by a barrower, restructuring of a loan or advance by the Bank on lerms
that the Bank would not otherwise consider, indications thal a borrower or Issuer will enter bankruplcy, the
disappearance of an aclive market for a security, or other observable data ralating to a group of assets such
as adverze changes in the payment status of borrawers or [3suers in the group, or economic conditions
that correlate with defaults in the group. In addition, for an investment in an equity securily, a significant or
prolonged decling in its Tair value below its cost is objective evidence of impairmant.
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In case of financial difficulty of the borrower, the Bank considars lo restruclure loans rather than lake
possession of collateral. This may involve extending the payment arangaments and agresment of new loan
conditions. Once the terms have been renegotiated, any impairment is measured using the EIR method and
the loan s no longer considered past due. Management continually reviews renegotialed loans lo ansure
that all criteria are met and that future payments are likely 1o occur. The loans continue to be subject to an
individual or collective Impairment assessment, calculated using the loan's original EIR.

Impairment of financial assets measured at amortized cost

The Bank considers evidence of impairment for leans and advances measured at amortized cost at both
specific assel and collective level. The Bank first assesses individually whether objective evidence of
impairment exlsts for financlal assets thal are individually significant and that are not Individually significant
are assessed on collectivaly,

It there is objective evidence on that an impairment loss has been incurred, the amount of the loss is
measured as the diffierence between Ihe assel's carrying amount and the present value of estimated fulure
cash flows. The camying amount of the asset is reduced through the use of an allowance account and the
amount of the loss is recognized in profit or loss. Interest income confinues to be accrued on the reducead
carrylng amount and is accrued using the rate of interest used lo discount the fulure cash flows for the
purpose of measuring the impairment loss,

Impairment of loans and advances portfolios are based on the judgments in past expenaence of portfolio
behaviour. In assessing collective impairment, the Bank uses historical trends of the probability of defauit,
the timing of recoveries and the amount of loss incurred, adjusted for managemant's judgment as o whether
currant economic and credit conditions are such that the actual losses are likely lo be greatsr ar less than
suggesied by historical trends. Default rates, loss rates and the expected timing of future recoveries are
regularly benchmarked against actual cutcomas to ensure that they remain appropriate.

Loans together with the associated allowance are written off when there is no realistic prospect of future
racovary and all collateral has been raalized or has bean transfarrad o the Bank. IT in a subsequeanl year,
the amount of the esfimaled impairment loss Increases or decreases because of an event ocourring after the
impairment was recognized, the previously recognized impairment loss is increased or reduced by adjusting
the allowance accounl. IT a wrile off is later recovered, lhe racovery is recognized In the ‘Mon-operaling
income’,

Trading assets

Interest income on all frading assets are considered to ba incldental 1o the Bank's trading operations and are
presented logether with all other changes in fair value of trading assets and liabiiities In net trading income.

Interest expense on all trading liabllities are considered to be incidental to the Bank's trading operations
and are presanted together wilh all ethar changes in fair value of lrading assets and liabilities in net trading
income.

Derlvatives assets and derlvative liabllities

Far designated and qualifying fair value hedges, the cumulative change in the fair value of a hedging
derivative Is recognised in the Statement of Profit or loss in Net trading income. Meanwhile, the cumulative
changea in the fair value of the hedged item aliributable to the risk hedged is recorded as part of the carrying
value of the hedged item in the statement of financial position and is aiso recognised in the Statement of
Profit or lass in Net trading income.

If the hedging instrument expires or is sold, terminated or exerclsed, or where the hedge no longer meels
the critena for hedge accounting, the hedge relationship is discontinued prospectively. For hedged items
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recorded al amortised cosl, the difference between the carrying value of the hedged item on fermination and
the face value is amortised over the remaining term of the anglnal hedge using the recalculated EIR method.
if the hedged itemn is derecognised, the unamortised fair value adjustment is recognised immadiately in the
Statement of Profit or loss

Property and Equipment
a) Recognitionand Measurement

Froparty and Equipment are recognized il it is probable that fulure economic beneflits associaled with
the assets will flow to the Bank and the cost of the asset can be rellably measured. The cost includes
expendifures that are directly attributable to the acquisition of the assets. Cost of self-constructed assets
includes followings:

» Cost of malerials and direcl labour;

* Any other cost directly attributable to bringing the assets to the warking condition for their intended use;
and

+ Capitalized barrowing cost

Property and equipment are measured at cost (for land using deemed cost at on the transition date) less
accumulaled deprecistion and accumulated impairment loss i any. Nelther class of the property and
equipment are measured at revaluation made! nor Is thelr fair value measured al the reparfing date.

Subsequent expenditure is capitalized if it s probable that the future economic benefits from the expenditure
will iow Lo the entity. Ongoing repairs and maintenance to keep the assets in working condilion are expensed
as incurred.

Any gain or losses on de-recognition of an item of property and eguipment is recognized in profit or loss.
b) Capital work in progress

Assels In the course of construction are capitalised in the assets under capital work in progress account
(CWIP). At the paint when an assel is capable of operating at management's intended use, the cost of
construction is lransferred 1o the approprate category of properly and equipment and depreciation
commences. Where an oblfigation (legal or constructive) exists to dismantie or remove an asset of reslore a
site {o {ts former candition al the end of its useful life, the present value of the estimated cost of dismantling,
removing or restoring the site is capitalized along with the cost of acquisition or construction upen completion
and a corresponding liability is recognized.

c) Depreciation

Property and equipment’s are depreciated from the date they are available for use on property on written
down valug method over estimated useful lives as determined by the Managemen!, Depraciation is
recognized in profit or loss. Land s nol depreciated. Charging of depreciation is ceased from the earlier of
the date from which the asset is classified as held for sale or is derecognized.

The estimated useful lives of significant items of property and equipment for current year and comparative
pericds are as follows.

Class of Assets. Useful Life

Building 20 years

Leasehold Properties As per lease agreement |maximum to 10 years)
Computer and Actessaries & years

Vehicles 5 years

Furniture, Fixture & Equipment i years

Other Assets B.66 years

Assels costing less than NPR. 2,000 are fully expensed in the year of purchase.




33 Goodwill / Intangible assets

Intangible assets with finite usaful lves that are acquired separately are carried at cost less accumulated
amaortisation and accumulated Impainmant losses.

Intangible assets with indefinite useful lives are tested for impairment annually elther individually or at
the cash generating unit level. Such intangibles are not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually o determine whether indefinite life assessment continues to be
supportable. If not, the change in the useful life assessment from Indsfinite o finite Is made on a prospective
basis.

Intangible assets with finite useful lives are amortised over the useful economic life and assessed for
impairment whenever there iz an indicatlen that the intangitile assel may be impaired, The amartisation
period and the amortisation method for an intangible asset with a finite useful life are reviewed at least at
aach financial year end. Changes in the expeacted useful life or the expected pattern of consumption of future
ecanomic banelits embodied in the assel are accounted for by changing the amartisation period or methed,
as appropriale, and are treated as changes in accounting estimatas. Tne amortisation expense on intangible
asselts with finite lives Is recognised in the statement of profit or loss.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between
the net disposal proceeds and lhe carrying amount of the asset and are recognised in the slalemeant of profil
or logs whan the assel is derecognised.

Cerain computer software costs are capitalized and recognised as intangible assets based on materiality,
accounfing prudence and significant benefits expected to flow therefrom for a period longer than ene year,

The estimated useful lives of significant items of intangible assets for current year and comparative penots
are as iollows:

Class of Assets Useful Life
Computer software 5 years

39 Investment Property

Investment propery is the land or building or both held either for rental income or for capital appreciation
or for both, bul not for sale in ordinary course of business and owner-occupied property, The Bank holds
investment property as non-banking assets thal has been acquired through the enforcement of securnity over
the loan and advances.

Mon-banking assets (only land and building) are initially recognised al cosl. Subseguent o inilial recagnition
the bank has chasen to apply the cost mode! allowed by NAS 40- "Investment Property” and since it s not
intended for owner -ocoupied use, a depreciation charge = not raised.

Investment properlies are measured initially at cost, including ransaction costs. The carrying amount includes
the cost of replacing part of an existing investment property at the time that cost is incurred. i the recognition
criteria are met; and excludes the costs of day-to-day servicing of an Investment property. Subsequent to
initial recognition; investment properties are stated at fair value, which reflects market conditions at the
reporling date. Gains or lasses arising from changes in the fair values of Investment properties are included
in the Statement of Frofit or loss in the year In which they anse.

Investment properties are derecognised either when they have been disposed of, or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recegnised in the Stalemeant
of Profit or loss in the year of retirement or disposal.
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3140  Income tax

The Company s subject to tax laws of Nepal. Income Taxes have been calculated as per the provisions of the
Income Tax Act, 2058. Deferred tax is recorded on temporary differences between the tax bases of assets
and liabilities and their carrying amounts, at the rates that have been enacted or substantively enaclad at
the reporting date. The ultimate reallsation of deferred tax assets is dependent upon the genaration of fulure
taxable profits during the periods in which those tempaorary differences and tax law carry-forwards become
deductible. The Bank cansiders the expected reversal of deferred 1ax liabilities and projected fulure taxable
income making this assessment. The amount of the deferred tax assets considered realisable, however,
could be reduced in the near term Il estimates of fulure taxable ingome during the carry-forward period are
reduced

Income tax comprises current and deferred tax. Income tax expense s recognised In the Statement of
Profit or Loss except to the extent it relates to items directly recognised in equity or in other comprehansive
income.

Current Tax

Current tax is the amount of tax payable based on the taxabie profit for the year, Taxable profit differs from
‘profit before tax' as reported In the Statement of Profit or Loss because of items of income or expense that
are laxable or deductible in other years and items thal are never taxable or deduclible.

Current ineome tax assets and liabilities for the current period are measured at the amount expected to be
recoverad from or paid to the taxation authorities. The lax rales and tax laws used to compute the amount
are those that are enacted or substantively enacted by the reporfing date in the countries where the Bank
operates and generates taxable income. Current income tax assets and liabilities also include adjustments
for lax expecled lo be payable or recovarable in raspect of pravious pariods.

Deferred Tax

Deferred tax is recognised on temporary differences ansing between the camying amounts of assets and
liabillties for financial reporting purpogas and the amounts used for laxation purposas,

Deferred tax Is determined using tax ates (and laws) enacted or substantively enacted at the reporting date
and that are expected to apply when the related deferred tax assel is realised or the deferred tax liability is
saitled. Deferrad tax assals are raviewed al each reporting date and reversed if it is no longer probable that
the related tax benefits will be realised. The measurement of defarred tax reflects the tax congequences
that would follow from the mannear in which the Bank expects, at the reporting date, to recover or settle the
carrying amount of its assels and liabilities.

Deferrad lax assals are recognised Tor all deduclible temporary differences, carry forward of unused tax
credits and unused tax losses, to the exient that it is probable that taxable profit will be available against
which the deductible temporary differences, and the carry forward of unused tax credits and unused tax
losses can be ulilisad exceapl:

i, Where the deferrad lax asset relating to the deductible temporary difference arises from (he initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss.

il. In respect of deductible temporary differences associated with investments in subsidiaries, assoclates
and interests in joint ventures; deferred tax assets are recognised only to the extent that it is probable that
the tempaorary differances will reverse in the foreseeable future and taxable profit will be available against
which the temporary diferences can be utilised.




Deferred tax relating to ftems racognisad In OCI Is recognised in OC|, Deferred lax items are recognised In
correlation to the underlying transaction either in other comprehensive income or directly in eguity.

Deferred tax assets and deferred tax liabilities are offsel, if a legally enforceable right exists to set off current
tax assets agains! current income tax liabilities and the deferred laxes relate o the same taxable entity and
the same taxation autharity.

3.11  Deposits, debt securities issued and subordinated liabilities

Bank deposits consist of money placed inlo the Bank by its customers NPR. These deposilts are made lo
depasil accounts such as fixed deposit accounts, savings accounts, margin deposit accounts, call deposit
accounts and current accounts. Details and further disclosures about deposits have been explained in Note
that follows.

312 Provisions

Provisions are recognised when the bank has a present legal or constructive obligation as a result of a past
gvent, when il Is probable that an outflow of resources will be required o setlle the abligation and when the
amount can be reliably estimated.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present abligation al the end of the reperting period, considering lhe risks and uncertainties surrounding the
obligation. Whan a provision is measured using the cash flows estimated lo settle the present abligation,
its carrying amount is the present value of those cash flows (when the effect of the time value of money is
matetial).

When some or all of the economic benefils required lo setlle a provision are expected lo be recovered from
a third party, a receivable |s recognised as asset if it is virtually certain that rembursement will be received
and the amount of the receivable can be measured reliably.

A disclosure for contingent liabilities is made where there Is:

- a possible obligation that arises from past events and whose existence will be confirmed only by the
ooourrence or non-occurrence of one or more uncartain future events not wholly within the control of the
entity; or

« present obligation thal arises from past evenis but is nol recognized because;

o Itis not prabable that an outflow of resources embodying economic benefits will be required to settle
the obligatian; or
= the amaount of the obligation cannat be measured with sufficient reliability.

A contingent asset is 8 possible asset that anses from past events and whose existence will be confirmed
only by the occurrence or non-occurrence of one or mare uncertain future events not wholly within the
conlrol af the entity.

Commitments include the amount of purchase order (nel of advances) issued to parlies for completion of
assets.

Pravisians, conlingent liabilitles, contingen! assels and commitments are reviewed at each reporting period

Provisions for onerous contracts are recognlzed when the expected benefits to be derived by the Company
fram a contract are lower than the unavoidable costs of meeting the future obligations under the contract

313 Revenue Recognition

Revenus comprises of interest income, fees and commission, foreign exchange Income, cards income,
Assels disposal income elc. Revenue is recognized (o the extent it is probable thal the economic benefils
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will fiow to the Bank and the revenue can be reliably measured. The bank applies NFRS 15 "Revenue from
Coniracts with Customers" in the accounting of revenue, unless otherwise stated. Revenue |s not recognized

during the period in which its recoverability of income Is not probable. The bases of incomes recognition are
as below.

Interest income

i. Interest income are recognised under accrual basis (using the effective interast rate method) in the profit
orf lass for all interest-bearing financial asssets measured at amortized cost. Effective Interest Rate (EIR)
is the rate thal exactly discounts estimated future cash recelpts or cash payments through the expected
life of financial assel o the net carrying amount of the financial assel. Effective Interest Rate method is
a method of calculaling the amortized cost of a financial asset and of allocating the Interest Income over
the relevant period.

il. The Bank has adopted the alternative treatment in calculation of EIR as provided by the Carve Outin NFRS
implementation. The Bank has excluded the full amount of upfront loan managemenl fees or commission
received on |loans and advances in the calculation of effective interest rate due to impracticability,

iil. Nepal Rastra Bank has issued "Guideline on Recognition of Interest Income 20197 vide circular no.
Bai. Bi. Ni.BL/Niti/Paripatra/lakhaGa/01/078/77. This dooument has provided guidance on application
of judgments In assessing the collectabllity of interes| on loans and advances and delermining whethear
there is a nead to recognize interest suspense or o cease interest accrual. The bank has implemeanted
this guideline and recognized interest suspanse and stopped inferest accrual in gualifying accounts while
determining the interast income for the current reporting period.

Interest income presented in Statement of Profit or Loss includes:

« Intergsi income on financial assels measured al amortized cosl ealeulated on an effective interesl
rate method. These financial assets include loans and advances including slaff loans, investmanl In
government securities, investment in corporate bands, Investment in NRE Bond and deposit instruments,
reverse repos, inter banking lending etc.

» Interesi on Investment secunties measured at amoriized cost, calgulated on effeciiva interest rate.

¢ Income on discounted instruments like bills purchased, documenis negotigtion is recognized over the
period of discounting on accrual basis using effective interest rate.

Interest incoma on all trading assels are considered {o be incidental to the Bank's trading operations and are

presented togethar with all other changes in fair value of trading assels and liabilities in net trading income.

MFRS Requirement

MFRS requires interest Income to be recognised using the effective interest method, except for those
classified at fair value through profit or loss. The effective interest method is a method of calculating the
amortisad cost of a inancial asset and af allocating the interest income over the expeacted life of the financial
instrument. The effective interest rate is the rate that exactly discounts the estimated future cash payments
or receipts over the expected life of the financial instrument or, when appropriate, a shorter period, to the
net carrying amount of the financial asset or financial liability. The effective interes! rate is calculated on
initial recognitlon of the financial assel or liability by estimating the fulure cash flows afier considering all
the contractual terms of the Instrument but not future credit losses. The caloulation includes all amounts
expected to be paid or received by the Bank including axpected early redemption fees and related penalties
and premiums and discounts that are an integral part of the overall return, Direct incremental transaction
costs related to the acquisition, Issue or disposal of financial instruments is also taken into account in the
caleulation. Onee financial asset or a group of similar financial assets has baan written down as a result of




an impairment loss, Interest income |s recognised using the rate of interest used to discaunt the future cash
flows for the purpose of measuring the impaiment loss.

Carve-oul for Effective Interest Rate (EIR) method

The bank has availed the carve-oul for interest income recognition by applying the rate implicit on individual
products. Considering the amount of renewal and inltial service fees that the bank charges on the loans
and advances (which is in negligible figure), applving EIR methed would not be practical and cost effective.
Hence, initial service fees and renewal charges have been recognised during the period when such income
accrue rather than being Includad within the companent of interast income under EIR method.,

Fee and commission incoma

Fess and commission income that are integral to the effective interest rate on a financial asset are included
in maasurement of effective inlerest rate, Olher fees and commission Income including management fee,
service charges, syndicalion fee, forex transaction commission, commission of issue of letter of credit and
guarantee are recognized as the related services are performed.

Dividend income

Dividend an investment in resident company is recognized when the right to receive payment is established.
Dividend income are presentad in net rading income, nel income from other financial instruments al fair
value through profit or loss or other revenue based on the underlying ¢lassification of the equity Instruments

Met trading income

Resuits arising from trading activities include all gains and losses from changes In fair value and related
interest income or expense and dividends for financial assets and financial liabilities held for trading. This
includes any Ineffectiveness recorded in hedging transactions. Net trading Income also includes gain on
foreign exchange transaction.

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

Financial assets and financial liabilities classified In this category are those that have been designated by
managemeant upon initlal recognition. Management may only designate an instrument at fair value through
profit or loss upon Initial recognition when the following criteria are metl, and designation is delermined on an
instrument-by-instrument basis:

+ The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise
from measuring the assets or liahilities or recognising gains or losses on them on a different basis,

= The assels and llabiliies are parl of a greup of financial assets, financial llabiliies or both, which are

managed and their performance evaluated on a fair value basis, in acoordance with a documented risk
managemant or investment strategy.

= The financial instrument conlains one or more embedded derivalives, which significantly modily the cash

flows that would otherwise be reguired by the contract.

Financial assels and financial liabilities at fair value through profit or loss are recorded in 1he statement of
financlal position at fair value, Changes In fair value are recorded in Net gain or loss on financlal assets and
liabilities designated at fair value through profit or loss is recognised in statement of Profit or Loss. Interes]
earmed or incurred s aceruad In Interest Income or Inleres| expense, respectively, using the effsctive inlerast
rate (EIR}, while dividend income is recorded in other operating income when the night to the payment has
bean established.
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314  Interest expense

Interest expense an all financial liabiliies including depesits are recognized in profit or less using effective
intarest rate method. Interest expense on all trading liabilities are considered to be incidental to the Bank's
trading operations and are presented together with all other changes in falr value of trading assets and
liabilities in net trading income

3.15 Employees Benefils
a) Short Term Employee Banefits

Short term employes benefil obligations are measured on an undiscounted basis and are expensed as the
refated service |5 provided. A liabllity is also recogmzed for the amount expected to be paid as bonus as
required by the prevailing Bonus Act. Obligations under short ferm employee benefits results based on past
sarvice providad by the employee when the obligation can be estimated reliably.

Short-term employes benafits include all the following items (if payable within 12 months after the end of the
reporing pericd):

= wages, salaries and social security contributions,
» paid annual leave and paid sick leave;
« non-monetary benefits

b) Post-Employment Benefit Plan
Post-amploymant benefit plan includes fallowings:
i. Defined Contribution Plan

A defined contribution plan is a pest-employment benefit plan under which an entity pays a fixed contribution
to a separate entity and has no legal or constructive obligation to pay future amounts. Obligations for
cantributions to defined contribution plans are recognized as personnel expense in profit or loss in the
periads during which the related service are rendered by employees. Pre-pald conlrbulions are recognized
as an assel lo the extent that cash refund or reduction in fulure payments is avallable. Contributions to
a defined contribution plan being due for more than 12 months after the and of the perod in which the
employee render the service are discounted at their present value. The following are the defined contribulion
plan provided by the Bank to its employees:

a) Employees Provident Fund

In accordance with law, all employees of the Bank are entitled to receive benefits under the provident fund,
a defined contribution plan in which both the employee and the Bank contribute monthly at a pre-determined
rate (currantly, 10% of the basic salary plus gradas). Bank does not assume any fulure lability for providant
tund benefits other than its annual contribution.

b) Contributory Gratuity Plan

With effective from 01/04/2079, contributory gratuity plan has-been Infroduced in the bank for the new
recruitmerits. As per the plan, both the employee and the bank contribute monthly al a pre-determined
rate (currently, 6 % of the basic salary plus grades for permanent employee and 8.33 % of the basic salary
for contract emplovee), Bank does not assume any future liabllity for such contributory plan other than its
annual contribution.

ii. Defined Benefit Plan

The Bank provides Pension & Gratuity Plan, Retirement Plan and Leave Encashment Plan (in terms of
Annual Leave and Sick Leave) as defined benefils to ils employaes. These benefits are post-employment
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benafit plans and are paid based on length of service. These benefil plans are funded whereas the Bank
makes earmark investment of these funds. The gratuity plan provides for lump sum payments lo vested
employees at retirement or upon death while in employment or on termination of employment for an amount
equivalenl defined days’ eligible salary payable for each complelad year of service.

The pansion plan provides for lump sum paymenis fo vesied employees at efirement or equaied payment
till death of the employee (and half thereafter to the spouse of the employee). Further, employees of the
Bank are entitled to avail Annual Leave and Sick Leave. The employees can camy forward the un-availed
leave and are entitled to encash the cumulative leave at the time of the retirement. The obligation under
these plans are calculated by a qualified actuary evaery year using projectad unit cradit method.

The following are the defined banafit plans provided by the Bank to its employees:
a) Gratuity (Other than Contributory Gratuity)

Bank provides for gratuity on acorual basis covering eligible employess in terms of Employes Sarvice
Byelaws of the Bank. The plan provides for lurp sum payments to vested employees at retirement or upon
death while in amployment or an termination of emplayment for an amounl equivalent defined days’ sligible
salary payable for each completed vears of service, The Bank accounts far the liability for gratuity as per the
actuanal valuation.

iii. Termination Benefits

Termination benefits are recognized as expense when the Bank s demonstrably committed, without realistic
possibility of withdrawal, to a formal plan to provide termination benefils to employees as a resull of an offer
made lo encourage voluntary redundancy. Termination benefils are recognized if the Banks made an offer
for voluntary redundancy, it is probable that the offer will be accepted and the number of acceptances can
be measured refiably. If the benefits are payable in mare han 12 months after the reporting date, lhey are
discounted 1o their present value,

iv. Other Long-Term Employee Benefits

Other employee benefits which are payable in more than 12 months after the reporting date which are
nat categorised under post-employment and termination benefits are categorized under Other Long-Term
Employes Banafiis.

c) Leave Salary

The emplayees of the Bank are erfitled to carry forward a part of their unavailed/unulilized leave subject
to a maximum limit. The employees can encash unavalled/unutiiized leave partially In terms of Employee
Service Byelaws of the Bank. The Bank accounts for the liability for accumulated leave as per the acluarial
valuation.

316 Leases
The Bank as a Lessea:

MNFRS 16 is first ime adoption in Nepalese BFls since 15t Shrawan 2078, Mow, thera is na longer distinction
between operating lease and finance lease for lessee.

The leases are capltallsed and presented on the stalement of financial position as bhoth assets, known as
right of use (ROU) asset, and lease liabilities and expenses of depreciation and interest expense on the
Statement of Profit ar Loss.

Under NFRS 16, a leasa is defined as a conlracl conveying an entity the right 1o ulllize a specific asse! lor a
penod of time inexchange for consideration where nght to substantially all economic benefits from the use
of identified asset is established except short term lease and low value assets.
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The right-of-use asset is subsequently depreciatad using the straight-line method from the commencement
date to the end of the lease term.

The leasa lability Is initally measured at the prasent value of tha lease pavmenlts that are notl paid al ths
commencement date, discounted using the implicit interest rate { incremental borrowing rate .e. market rate.

Bank Is presanting ROU under PPE, Leasa liability under other llability, Depreciation of ROU under
Cieprecialion and amortization and interest expenses on lease liability under heading Inierest expenses.

The Bank a5 a lassor

Leases in which the Bank does nol transfer substantially all of the risks and benefits of ownership of the
assel are classified as operating leases. Initial direct costs incurred in negofiating an operating leass are
added to the carrying amount of the leased asset and recognisad over the lease term on the same bases as
rental income. Contingent rents are receanisad as revenue In the period In which they are eamad.

317  Foreign Currency translation

The ltems included in the financial stalements of the enlily are measured using the functional currency of
the Bank which Nepalese Rupees is using the exchange rates prevailing at the dates when the lransactions
were affected.

Monetary assets and fiabllities denominated In foreign currencies are transiated into the functional currency
al the baoth buying and selling rate of exchange al the financial stalement dale. Any resulling exchange
differences are Included in the “Other Operating Income” in statement of profit or loss.

MNon-monetary assets and liabilities that are measured at historical cost in a foreign currency are translated
into the functional currency using the rate of exchange at the date of initial transaction, Non-manetary itam
assats and liabilities measured at fair value in & foreign currency are translated into the functional currency
using the rate of exchange at the date the fair value was determined.

Forgign exchange differences arising on settlement of monetary items is included in "Net Trading Income”
in-statement of profit or lass.

3.18  Financial guarantae and loan commitmeant

The Bank makes available to its customers guarantees that may require that the Bank makes payments
on thelr behall and enters inte commitments lo axtend credll lines lo sacure Lheir liguidity needs. Lellers of
credit and guarantees (Including standby letters of oredit) commit the Bank to make payments on behalf of
customers in the event of a specific act, generally related to the impart or export of goods. Such commitments
expese the Bank lo similar risks o loans and are mitigated by the same conlrel processes and policies,

3.19  Share capital and resarves

Thie Bank classifies the capilal instruments as equity instruments or financal liabilibes In accordance with
the substance with the contractual terms of the instruments. Equity Is defined as residual Interest In latal
assels of an entity after deducting all its liabilities. Common shares are classified as equity of the Bank and
distnbutions thereon are prasentad in statement of changes in equity.

The Bank is required to maintain the capital adequacy ratio imposed by the regulalor. The ratio is fixed at
11% for curmrent year and the Bank has malntained the ratio equal to 13.74%

Incremental costs directly attributable to issue of an equity instruments are deducted from the equity.

The resarves include retained earnings and other stalutory reserves such as general reserve, exchange
equalization reserve, regulatory reserve, fair value reserve, revaluation reserve and other reserves.
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Regulalory reserve includes any amount derived as result of NFRS convargence with effect in relained
eaming computed as per NEBE Directive No. 4.

Earnings per share including diluted

Basic earnings per share |s computed by dividing the profit/ (loss) for the year by the weighted average
number of equity shares outstanding during the year,

Diluted eamings per share Is computed by dividing the profit/ (loss) for the year as adjusted Tor dividend,
interast and olher charges lo expense or incame {nel of any aliributable laxes) ralating lo the dilutive
potential equity shares, by the weighted average number of equity shares considered for deriving basic
earnings per share and the weighted average number of equity shares which could have been issued
on the conversion of all dilutive potential equity shares. Polential equity shares are deemed (o be dilutive
only if their conversion to equity shares would decrease the net praofit f}ar share from continuing ordinary
oparations. Potential dilutive equity shares are deemed to be converted as at the beginning of the period,
unless they have been issued al a laler dale.

Thera have been no transactions invalving ordinary shares or polential ordinary shares belween the reporting
date and the date of the completion of these financial statements which would require the restatement of
eamings per share.

Segment reporting

An operaling segment is a component of the Bank that engages in business activities from which it may
sam revenues and incur expenses, including revenues and expensas that relating to transactions with
any of the Bank's other components, whose operaling results are reviewed by the management 1o make
decision aboul resource allocation to each segment and assess its performance. The Bank has classified
four operating segmerits as Banking, Treasury, Remittance and Governmeant Transaction.

Explanatory Motes

The explanatory notes and significant disclosure relating o the financial statements are as follows:
Cash and Cash Equivalents

Cash and cash equivalents consist of the tolal amount of cash In hand, balances with other banks and
financial Insfitutions, maney at call and short notice,

Cashin kand 5,206,792 ,475 5,803,631,301
Balance with B/Fls 759,710,508 587,970,352
Money at eall and short notice 2,600,000,000

Other . -
Total '8,656,502,983 6,391,601,653

Due from Mepal Rastra Bank

Statutory balances held with Nepal Rastra Bank for compulsory cash regerve, securities purchased from
Mepal Rasira Bank under resale agresment, other deposils with and receivables from Mepal Rastra Bank
has been presented under this account head.

Particulars Cartent Vear Previous Year
Statutory Balances with NAB 19,732,299,143 5,803,320,119
Securities Purchased under re-sale agreement - -
Other deposit and recelvable from NRE 16,573,119 izeiiln

Total 19,748,872,262 6,841,253,290
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Placement with domestic as well as foreign bank and financial mstitutions are presented under this

aceount head

Particulars

Placemants with domestic B/Fls
Placement with fareign B/Fls
Less: Allowances far Impairment
Total

4.4 Derivative Financial Instruments

Current Year

582,511,250

582,511,250

The derivative financial instruments held by the Bank during the year are as follows,

Particulars

Held for troding

Interest rate swap
Currency swap

Forward exchange contract
Others

Held for risk manogement
Interast rate swap
Currency swap

Forward exchange contract
Cthars '

Total

i4.5 Other Trading Assets

Particulars

Treasury Bills

Government Bonds

MAB Bonds

Domestic Corporate Bonds
Equitias

Cthar

Total

4.6 Loan and Advances to Banks and Financial Institutions

Particulars

Loans to microfinance institutions
Other

Less: Allowances far Impairment
Total

Current Year

8,594,260

8,594,260

Current Year

115,040,866

115,040,866

Current Year
5.572.097.061
(72437.262)
5,499,659,799

Previous Year

491,023,317

491,033,317

Previous Year

491 906,456

105,254 4% |

105,284,481

Previous Year
240,732,660

(%1,129,785)
6,159,622 876
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46.1 Impairment allowances for the loans and advances forwarded to BFls during the year are as follows:

Particulars

Balance at 1" Shrawan
Impalrment loss for the year:
Charge for the year
Recoveries/reversals
Amount written off

Balance at Ashad end

4.7 Loans and advances to customers

Current Year
81,129,785

(8,692,523)

72,437,262

Previous Year
86,121,278

(4,991,434)

81,129,785

Cutstanding amount of all loans and advances extended o the customers other than BFls as well as
Bills Purchasad and discounted less the amount of impairment allowances has been presented. Loan to
employaes provided according o employee bye-laws of the bank has also been presented under Lhis head.

Particulars

Leans and advances measured at amortized cost
Less: Impairment allowances

Collective Allowances

Individual Allowances

Met amount

Loans and advances measured at FVTPL

Total
4.7.1 Analysis of Loans and Advances- By Product

Particulars
Product

Leng Term Loans

Persanal

Business

Waorking Capital

Overdraft (Parsonal)

Cash Credit Loan

Trust receipt/Iimport loans
Shart Term WC/Demand Loan
Personal residential loans
Real estate loans

Margin lending loans

Hire purchase loans
Deprived sector loans

Bills purchased

Staff loans

Others

Interest recelvable

Gﬁ_:nd Total -

Current Year
184,771,695,542
{6,215,126,525)
(5,061,168,531)
(1,153,957,994)
178,556,569,017

178,556,569,017

‘Current Year

7, 724,585,970
36,841,026,793
£,002,161,648
31,357,529.387
2,354,821,581
23,638,404,226
B, 269,558,780
11,866,824 444
3,946,252,202
2,328,557,508
7,018,099 939
2,593,831
2,162,784 827
39,451,098, 556
182,964,339,693
1,807,355, 849
184,771,695,542

Previous Year
176,573,587,665
(5,093,085,803)
(4,080,621,195)
(1,012,464,607)
171,480,501,866

171,480,501,866

Previous Year

7,399,724,684
30,959,305 566
1,981,282,296
27,335,313,361
5,103,617,659
34,156,003,591
8,034,289,595
8,850,725,838
4:605,590,119
2,874,340,454
11,0/58,244,000
2,800,000
1,121,596,344
32,281,460,362
175,768,383,870
805,203,799
176,573,587,669

2 qifes wieeea 3008 5o




4.7.2 Analysis of Loans and advances- By Currency

Particulars
Mepalese rupee
Indian rupes
Linited State dollar
Great Britain pound
Euro

lapanese yen
Chinese yen

Other

Total

4.7.3  Analysis of Loans and advances- By Collateral

Particulars

ELIF
Mowvable/immovahle assets
Gold and silver
Guarantee of domestc B/Fls
Government Guarantee
Guarantes ol International Rated bank
Collateral of export document
Caollateral of fixed deposit receipt
Caollateral of Government securitias
Counter Guarantee
Persgnal Guarantes
Cther collateral
Subtotal

rs
Grand Total

4.7.4 Allowances for Impairment

Particulars

Specific allowances for impalrmerit

Balance at Shrawan 1
Impairment loss for the year
Charge for the year
Recoveries/reversal during the year
Write-offs
Exchange rate variance on forgign currency
Cther Movement
Balance at Ashad end
| nce for |

Current Year
184,771,695,542

184,771,695,542

Current Year

149,713,794,323
18,839,427,115
5,880,738,571
17,119,032

1,211,620,337
59,643,017

701,776,603
8,347,576,544
184,771,695,542

184,771,695,542

1,012 ,464,807

141,493,386

1,153,957,994

0)
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Previous Year
175,592,852,555

980,735,115

176,573,587,669

Previous Year

148,312 856,532
16,704,548, 085
4,536,372, 786
31,961,901

996,401, 875
900,000

307,742,955
5,682,603,535
17&,573,587,669

176,573,587,669

1,077,020,754

(64,556,147}
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Balance at Shrawan 17

Impairment loss for the year
Charge/{reversal] for the year

Exchange rate variance on foreign currency
Other movement

Balance at Ashad end

Total Allowance for impalrment

Investment securities

Partculars
[mvestment securities designated as at FVTPL
Imvestment securities measured at amortized cost
Investment Securities measurad at FUTOCI
Total
Investment securities measured at amortized cost

Particulars

Debt sacurities

Government bonds

Government treasury bills

Mepal Rastra Bank bonds

Mepal Rastra Bank deposits Instruments
Other

Less: specific allowances for impairment
Total

Investment in equity
Particulars
Equity instrurment
Qucted equity Instrument

Unguoted equity instrument
Total

Information relating to investment In equities

4,080,621,195

575,801,155

5,061,168,531
6,215,126,525

Current Year

53,339,298,767
3,606,883,921
56,946,182,687

Current Year

25,730,100,000
27,609,198,767

53,339,298,767

Current Year

2,114,859,224
1,492,024.627
3,606,883,920

3,157.418,274

923,202,921

4,080,621,195
5,093,085,803

Previous Year
38,705,794, 565
2,243,047 427
40,948,841.992

Previous Year

20,239,700,000
18,466,054,565

38,705,794, 565

Previous Year

1,566,039,3562
707,008,065
2,273,047,427

Investment has been reclassified in line with NFRS, investments which have existence of significant influence
of bank has been classified as Investment in Associales, Previously all Ihe invesimenis were classified as
Investment in securitizs; Its Impactis also provided in previous year,

Investment in Quoted Equity

Current Year
Name Cost Fair Value
Grameen Blkas Laghubitta Bittya Sanstha Limited
677,551 Promoter Shares of NPR. 100 each fully 91,433,402 382,138,764

paid

91,433 402

Previous Year

Fair Value

382,138,764

2 qifes wieeea 3008 5o




Deprosc Bikas Bank Ltd

1,437 889 Promoter Shares (Including 1,062,967

Bonus Shares also) NPR, 100 each fully paid
Sanima Large Cap Fund {IPO)

1,000,000 Units of NPR. 10 fully paid
Kumarl Eguity Fund

1,000,000 Units of NFR, 10 fully paid

Mepal Life Insurance Company

357 Ordinary Shares {Including 367 Bonus
Shares also) of NPR. 100 fully paid

Deprosc Bikas Bank Ltd
1 Banus Shares of NPR. 100 fully paid

Sana Kisan Bikas Bank Promaoter Share

239,124 Promoter Shares (Including 193,593
Bonus Shares alsn) NPR. 100 each fully paid

Sunrise BlueChin Fund

1,000,000 Units of NPR. 10 Fully paid
MIBL Samriddhi Fund - (I

1,500,000 Units of NPR. 10 fully paid
Prabhu Select Fund

1,468,090 Units of NPR. 10 fully paid
Mabil Balanced Fund -3 (NBF3)
16,670 Units of NPR. 10 fully paid
Mega Mutual Fund -1 (MEGAMEF]
436,340 Units of NPR. 10 fully paid
Citizen Investment Trust promotér Share

1,518,359 Promoter Shares {including 962,847

Bonus Shares also) MPR, 100 2ach fully paid
RBS mutual Fund 1
2,000,000 Units of NPR. 10 fully paid

Total

Investment in Unguoted Equity
Harrr'_g
Gorakhkall Rubber Udhyog Ltd

1,60,000 Ordinary Shares of NPR. 75 fully paid
Mepal Oil Corporation

£4,646 Ordinary Shares (Including 83,146 Bonus

Shares also) of NPR. 100 each fully paid

Rastriya Utpadakatyo Tatha Arthik Bikash Kendra

5,000 Ordimary Shares of NPR. 100 each fully
paid

31,352,980 632,671,028
10,00, 000 8,920,000
10,000,000 10,170,000
- 267,176
- B26
10,000,000 7,850,000
15,000,000 13,665,000
14,680,900 12,892.597
166,700 126,192
4,363,400 3,486,357
30,502,138  1,026,411,785
20,000,000 16,160,000
246,539,520  2,114,859,224
Current Year
Cost Fair Value
12,000,000 .
150,000 -
500,000 500,000

] fiare den tiREs
NEPL ENNK LIMITEE

31,392,980 712,407,977
10,000,000 9,320,000
10,000,000 10,070,000

- 274,149
3,824,284 170,802,900
10,000,000 8,740,000
15,000,000 13,005,000
14,680,900 14,108,345
166,700 157,198
4,363,400 3,486,357
39,502,133 222,988,672
20,000,000 18,540,000
250,363,804 1,566,039,362
Previous Year
Cost Fair Value
12,000,000 .
150,000 23,148,988
500,000 500,000




Sajha Sewa Sahakari Santhan Limited

11 Ordinary Shares {Including 6 Bonus Share 300 1,100 500 60,055
also) of NPR. 100 each fully paid

Karja Suchana Kendra

57.899 Ordinary Shares {Including 548,369 Bonus 353,000 28,830,450 353,000 17,256,880
Shares also} NPR. 100 each fully paid

MNepal Clearing House
130,562 Ordinary Shares (Including 105,562 2,500,000 33,262,278 2,500,000 25,355,480
Bonus Shares also) NPR, 100 each fully paid

Mational Banking Training Centre

18,349 Crdinary Shares of NPR. 100 each fully 1,834,860 7,581,070 1,834.860 5,855,404
paid

ICRA Hepal Limited

27,360 Ordinary Shares (Including 19,760 Bonus 760,000 6,249,759 760,000 9,188,400

Shares also} NPR. 100 each fully paid
Himalayan Reinsurance Company

5,000,000 Ordinary Shares of NPR. 100'each
fully paid

MMB Urja Debeture 43 2093/34
20,000 Units NPR. 1000 each fully paid
NIC Asia Flexi Cap Fund (NICAFCF)

3,500,000 Units of NPR. 10 each fully paid
Kumari Dhanbriddhi Yojana (KBDY)

500,000,000 554,600,000 500,000,000 514,642,857

20,000,000 20,000,000 20,000,000 20,000,000
35,000,000 35,000,000 35000000 35000000

25,000,000 25,000,000 25,000,000 25,000,000
2,500,000 Units NPR. 10 each fully pald

Avasar Equity Diversified fund 7,50,000 Ordinary

Shares of NPR. 100 each fully paid 000000 F50,000,000 - )

Mwasar Equity Limited
30,000,000 30,000,000 30,000,000 30,000,000
3,00,000 Ordinary Shares of NPR. 100 sach fully paid

Total 1,378,098,360  1,492,024,697 628,098,360 535,207,384
4.9 Current Tax Assets and Liabilities

Particulars Current Year Previous Year
Current year income tax assets 1,409,275,839 1,303,493, 754
Tax assets of prior periods 1,948,383 063 1,642.235,420
Total 3,357,658,901 2945729174
Current tax Liabilities

Current year income tax liabilities 1,177,445 202 995,339,886
Tax Liabilities of prior periods 977,248,159 -
Total ' 2,154,693,361 995,339,886
Net Current tax assets / (Liabilities) 1,202,965,540 1,950,389,288

Tax Liability for prior period includes amount of NPR 377,248,159 paid In respect lo bonus distributed from
Premium on Further Public Offering (FFPO) envisioned under Section 56(3) of the Income Tax Act, 2058,
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Tax assels of prior periods is adjusted for final lax selflement of FY 2074-75 amounting NPR. 2,006,225.06
as per tax assessment by Large tax payer office.

Investment in Subsidiaries

There was no Investment by Bank in Subsidiaries during the reported period.
investment in Associates

The bank has investment in bath guoted and unguaoied share of difierent associates.

Anassociale js an entity over which the inveslor has significant influsnce. A zignificant influence is the power
to participate in the financial and operating policy decisions of the investee withoul the power lo contral or
jointly control these policies. If an entity holds, directly or indirectly, 20 per cent or more of the voting power
of the invesles, It is presumed that the entity has significant Influence, unfess il can be clearly demonstrated
that this is not the case,

Invesiments given below has been classified as investment in associate allhough holding in such antity are
iess than 20% because Bank has representative in the Board of Direclors of the entity which is deemed
as having significant influence. The bank has accounted investment In associates using Fair value Method
undar the Nepal Accounting Standards = NAS 28 on “Investments in Associates and Joint venture”.

Particulars Current Year Previous Year
Investment in Quoted Associates 2,685,565,638 1,4432,026,703
Investment in Unguoted Associates 37,383,707 366,037,525

Total investment

Less: Impairment allowances

Net carrying amount 2,736,953,345 1,808,064,228
Investment In Associates with valuation of NPR 1,808,064, 228 was classified under Investment In Securities
in the previous year's financial statements. Such investments have been reclassed under the Invesiment
in Associates during current financial year. This rectassification has resulted in decrease in investment in
Securities in the previous year by NPR 1,808,064 228 and increase in Investmant In Associaled by thal
amaount.

Investment in Quoted Associates

Current Year Previous Year
Name Cost Fair Valua Cost Fair Value
Rastriya Beema Company Ltd
(292,288 Promoter Share (Including 155,878 375,825 1,522,714,204 375,825 393,150,743
Bonus Shares also) of NPR, 100 each fully paid )
Rural Microfinance Development Centre (RMOC)
1.124 386 Promoter Shares (Including 610,156 68,985,047 291,807,606

Bonus Shares also) of NPR. 100 fully Paid.)
(Merged With SKBBL, In FY 207%/80)

Sana Kisan Bikas Bank Promoter Share

239,124 Promoter Shares (Including 193,593 72 809,331 354,146,649
Bonus Shares also) NPR. 100 each fully paid.
[Merge with BMDC)
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Mepal Insurance Company Limited Promoter
Share

2,247 833 Promoter Shares {Including 868,187
Bonus Shares also) NPR, 100 each fully pald

Tatal 211,723,573 2.599.569,638 206,512818 1,442,026,703

4.11.2 Investment in Unguoted Associates

138,538,423 822,708,785 137,151,946 757,068,353

Current Year Previous Year
Name Cost Fair Value Cost Fair Value
Rastriva Beema Sansthan
301,700 Promoter Shares (including 298,700 331,361 37.383,707 331,361 366,037,525
Bonus Shares alsa) NPR, 100 each fully paid
Total 331,361 37,383,707 331,361 366,037,525

4.11.3 Information relating to associates of the Bank

% of Ownership held by Bank

Particulars Current Year Previous Year
Mepal insurance Company Limited Promaoter Share 15.04% 15.00%
Rastriya Beema Company Ltd({Promaoter) 10.96% 10.96%
Rural Microfinance Development Centre{Promoter) - 7.19%
Sana Kisan Bikas Bank(Promaoter ) 3.65% -
Rastriya Beema Sansthan-Promotor 16.67% 16.67%

412  Investment Properties

This also includes land, land and building acquired as non-banking assets by the Bank but not sold. Investment
properlies are measurad al cosl, howavar no depracalion has been charged as no such properties has baan
used by the Bank, The detail of Investment properties measured at cost is as follows:
Particulars Current Year Previous Year
Investment Properties measured at fair value

Balance as on Shrawan 1 - -

Addition/Disposal during the year . .
Met changes In fair value during the year

Adjustment/Transfer . -
Met Armaunt - -

tment Pr 185 M r t

Balance as on Shrawan 1 108,545,596 111,028,379
Addition/|Disposal) during the year 859,564,009 (2,482,783}
Adjustment/Transfer

Accumulated depreciahon

Accumulated impalrment loss
Met Amotint 198,109,605 108,545,596

Total 198,109,605 108,545,596
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414  Goodwill and Intangible Assels

Goodwill and intangible assets like computer saftware both purchased and intemally generated, trade mark
etc. has been presenled under this accounl head.

Software Toia| Tala} Tetal
iy Goodwll  ohased Dovaioped o Asatst Asatind  Asstdts
Cosl
Balance #s on 318t Asadl 2078 84,063,355 94,063,355
2078-TH
Adldition during the Year
Arquisifion 5.200,258 5200258
Capitalizadion
Disposal dunng he yesre
AdstmentiRevoluatan
‘Balance as on 32nd Asadh 2079 80,263,613 - - 90,263,613
20ma-a0
Adlditn guring he Year
Aculsition 11,545,534 11,845,538
(apiiaizanan
Gisposal during the year
Adpustmant Revalustan -
Balance a3 on 3at Asadh 2060 110,908,151 - - 110808151
Aemmafization and Imgaimment
Balance s on 3381 Asadh 2078 48,226,621 4B238.821
2078-70
Impzirmant chargs for the Yaar
Ammariization far the year 15.801,5™4 15,6801 5%
Dlspossals
Mdpustment
‘Balance 38 on 32nd Asadh 2079 63,826,395 63,828,305
2072-a0
Irmipairmuant chargs for the Yaar
Ammaoiization lor the year FH.A8E,471 15,238,471
Ciapasals
Atlpstme
Balance as on'31st Azadh 2080 70,084, 808 70,064,866
Capgital Work in Progross
Mot Haok Value as on 313t Asadh 2078 4586, 504 45 530 534
et E-uu.h' Vialue-as on 32nd Asadh 2078 35435210 35435210
Net Book Value a5 on 315t Asadh 2080 31,844,285 31,844,265
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415 Deferred Tax Assels / Liabilities

Currant Year 2079/80
s Sl el
Liabilities
Deferred Tax on Temporary differences on following items
Loans and Advances to B/Fls - . -
Loans and Advances to customers . - -
Investment Proparties - - -
[Avestment Securities = 1,252,143.324 1,352,143,334
Investmients (HFT) &, 700,530 - [,700,530)
Property and eguipment = 3,320,085,502 3,320,086,502
Debt securities lssued 1,694 518 1,694 518
Employeas' defined benefit plan 569,219,859 [569,2159,8549)
Lease liabilites/ROU Assets 252,595,992 226,349,866 (26,246,126)
Lease Receivable - 1,660,057 1,660,057
Provisions - =
Cther temporary differences 9,167,036 9,167,036
Deferred Tax on Temporary differences 828,516,381 4,911.101,312 4,082,584,932.
Deferred Tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Defered tax {asset)/liabilities as on year end of 2079/80 4,082,584,932
Deferred tax(asset)/liabilities as on shrawan, 2079 4,269,152,641
Origination/(Reversal) during the year (186,567,709)
Peferred tax expense/(income) recognlsed in profit or loss (202,418,327)
Deferred tax expense/(income) recognised in other
comprehensive income 16,850,617
Deferred tax expense/(income) recognised directly in equity -
Previous Year 2078/79
Particulars Deferred  Deferred Tax  Net Deferred Tax

Tax Assets  Liabilities  (Assets) / Liabilities
Deterred Tax on Temporary differences on fallowing items
Loans and Advances to BfFls
Loans and Advances to customers
investment Proparties

Investment Securities - HOB, 741593 505,741,593
Praperty and agquipment - 3,318.765,657 3,318, 765,657
Employees’ defined benefit plan 48,420,130 48,420,130
Lease labllites/ROU Assels 240,405,396 226,579,530 (13,525,466)
Lease Receivable . 5,455,970 5,455,570
Frovisions -

A
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Other tempaorary differences 11,594,757 11,594,757
Deferred Tax on Temporary differences 240,405,396 4,509.214,622 4,269,152, 641
Deferred Tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rale - - -
Net Defered tax (asset)/liabilities as on year end of 2078/79 4,269,152,641
Deferred taxlasset)/liabilities as on shrawan, 2078 4,435213928
Origination/{Reversal) during the year {166,404,703)
Deferred tax expense/(income) recognised in profit or loss (50,136,823
Deferred tax expense/(income) recognised in  other (125,808,710)
comprehensive income
Deferred tax expense/{income) recognised directly in eguity -
416  Other assets
Particulars Current Year Previous Year
Mssets held for sale - -
Cther Mon-Banking Assets
Bills Receivable - -
Accoumts receivable 691,286,708 402,046,415
Accrued income 1,022,508,024 554,807 651
Frepayments and deposits 7,888,775 4,354,671
Income tax deposit 380,276,977 380,276 977
pefarred Employes Expenditure 2,975,B88,543 2,249,708,274

Other
Inter Branch Account
Stationery Stock
Gold Bullion in Vault

Government Transaction Receivabla

DD Paid without Schedule
Credit Card Receivable
Other

Total

417 Due to Bank and financial institution

Particulars

Money market deposits
Interbank borrowing

Other deposits from BFls
Settlemeant and clearing accounts
Other depaosits from BFls

Total

1,096,748,316
65,068,530

557,105,059
130,172,684

1,761,127.568
9,088,169,165

Current Year

1,275,441,704

1,275,441,704

1,467,885,576
52,709,191
311,010,898
1,725,905,928
129,971,129
2,712,068
2,710,761,310
9,992,240,038

Provious Year

1,090,678,643

1,090,678,643
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4.20

Due to Mepal Rastra Bank

Particulars
Refinance from NRB
Standing liquidity facility

Lender of last report facility from NRB
Securities sold under repurchase agreement

Other payable to NRE
Total

Derivative financial instrumeants

Current Year
F0,000,000

0)

Financial liability arising from derivalive financial instrument has been shown below:

Particulars

Held for troding

Interast rate swap
Currency swap

Forward exchange contract
Others

Held far risk manogement
Interest rate swap
Currency swap

Forward exchange contract
Others

Total

Deposits from Customers

Particulars
Institutions Customers:
Term deposits

Call Deposits

Current Depasits
Other

Sub total:

Individual Customers:
Term deposits

Saving Deposits
Current Deposits
Other

Sub total:

Total

t_iarran’t Year

8,541,000

13,443,922,959
9,211,979.861
9,821,008,402
1,337,305 680
33,844,216,902

106,036,352,912
76,671,915,299
24,222,266,388
3,739,248,201
210,669,782,801
244,513,999,703

fiure den MIHES

Previous Year
5,888,868,046

5,888,868,046

Previous Year

508,072,543

508,072,543

Previous Year

89,834,277,084
55,320,073
22,145,974 344
1,218,225 467
33,253,796,977

59,271,884,633
71,552,532,713
17,324,601,205
14,673,333,755
162,822,352,306
196,076,149,283




4.20.1 Currency wise analysis of deposits from customers

4.21

4.22
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Particulars
Mepalese rupee
Indian rupee
Linited states doltar
Great Britain pound
Euro
lapanese yen
Chinese yuan
Gther
Total

Borrowing

Particulars

Domestic Borrowing:

Mepal Government

Other institution

Gther

Foreign Borrowing:

Forelgn Bank and Financial Institutions
Multiiateral Development Bank

Other institutions

Sub total

Total

Provisions

Particulars

Provisions for redundancy

Prewision for restructuring

Pending legal issues and tax litigation
Onerous contract

Other*

Total

Currant Year
244,062.482,371
B4,940,491
333,313,402
291,058
30,357,052
2,615,325

244,513,999,703

Currant Year

262,300,000

262,300,000

Current Year

247,896,915
247,896,915

Previous Year
135,752,235,660
102,836,653
218,594 802
254,834
2,221,394

1,541

196,076,149,283

Previous Year

7.304,175,000

7,304,175,000

7,304,175,000

Previous Year

65,966,539
65,966,539

" Dthar provision includes liability of NPR. 108,935,032 that occurred as per the decision given by Honourable
Supreme Court against the bank in caseof 272 refire staff for incremental pension of 7 years’ scheme,

2 qifes wieeea 3008 5o




4.22.1 Movement in Provision

Particulars
Bafance at Shrawan 1st
Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount
Balance at Ashad End

Other liabilities

Particulars

Liahility for employees defined benefit abligations
Liability for long-service leave
Short-term-employee benefits

Bills payable

Creditors and Accruals

Interest payable on deposit
Interest payable on borrowing
Liabilities on deferred grant income
Unpald Dividend

Liabilites under finance lease
Employee bonus payable

Lease Liability

Other

Total

4.23.1 Defined benefit obligation

Particulars

Present value of unfunded obligatiaons
Present value of funded obligations

Current Year
65,966,539

181,930,377

247,896,915

Current Year
1,546,722,829
349,903,702
16,468,550
968,741,625
7,140,843

142 655,715

2,000,831

265,108,148

841,986,640
2,116,991,238
£,257,810,167

Current Year

13,532,069.857

fiure den MIHES

Previous Year
80,221,924

{14,255,385]

65,966,539

Previous Year
(403,917,780}
242,014,347
179,911,118
19,596,587
1,124,941 666
5,477,563
141,375,830

2,000,831
235,955,528
801,351,321

3,568,683,283

5,917,390,293

Previous Year

11,413,148,293

Total present value of obligations 13,532,069,857 11,413,148,293
Fair value of plan assets 11,985,347,026 11,817,066,071
Present value of net obligations 1,546,727 831 {403,917,778)
Recognised liability for defined benefit obligation 1,546,722,831 (403,917,778)
4.23.2 Plan Assets

Particulars: Current Year Previous Year
Equity securities - -

Govermmet! bonds - -

Bank deposits 0,409,780,626 9,546,303,027
her 2,575,566,400 2270763 044
Total 11,985,347,026 11,817,066,071

A



4.23.3 Movement in the present value of defined benefil obligations

Particulars Current Year Previous Year
Defined benefit obligation at Shrawan 1 11,413,148,292 10,585,095,616
Actuarial losses/{gain) 1,513,238 608 339,196,513
Benefit paid by the plan {966,499, 741) {673,444,502)
Past Service Cost 321,132,673

Current sarvice cost and interest 1,251,050,068 1,158 300,665
Defined benefit obligation at Ashad end 13,532,069,856 11,413,148,292

4.23.4 Movement in the fair value of plan assets
Particulars Current Year Previous Year

Fair value of olan assels at Shrawan 1st

Contributions paid into the plan

11,817,066,071

11,448,238,041

Benefit pald during the year (966,489,781} (673,444,507)

Actuarial {losses) gains 59,504,832 (14,296,251)

Expected return on plan assets 1,074,875,5904 1,056,567, 783

Fair value of plan assets at Ashad end 11,985,347,026 11 817,066,071
4.23.5 Amount recognised in profit or loss

Particulars Current Year Previout Year

Current service cost 219,217,354 184,325,195

Past Service Cost 321,132,673

Interaest on obligation (40,329.330) 973,975,470

Expected return on plan assets 108,741,920 (1,077,066, 488)

‘Net Expenses 608,762,622 81,234,177
4.23.6 Amount recognised in other comprehensive income

Particulars Current Year Previous Year

Actuarial (gains) / losses 1,455,170,409 373,991,469

Total 1,455,170,409 373,991,469
4.23.7 Actuarial assumptions

Particulars Current Year Pravious Year

Pension and Gratuity ~ Retirement  Pension and Gratuity Retirement

Dizcount Rate 2.50% 5.50% 9.50% 9.50%

Expected Return on Plan Asset 9.50% 9.50% 9.50% 9.50%

Future Salary Incraase 5.00% 5,005 5.00% 5.00%

Expected Average remaining

warking lives (years) 20.51 13.38 2150 13.36

Withdrawal rate 5.00% 5008 5.00% 5.00%




4.24 Debt securities issued

Particulars

Current Year

Debt securities issued designated at fair value through profit or -

loss
[Debt securities issued at amortised cost
Total

4.25 Suberdinated Liabilities

3,494,351,608
3,494,351,608

Mo Subordinated Liabilities has been lssued by the Bank.

4.26  Share Capital

Particulars
Ordinary shares
Convertible preference shares (Equity component)

Irredesmable preference shares (Equity companent)

Perpetual debt {Equity component only)
Total

4.26.1 Ordinary Shares

Particulars

Authorized capital:

150,000,000 ordinary shares of NPR, 100 each
|ssued capital:

146,340,229.28 ordinary shares of NPR.100 each
Subscribed and pald of capital

146,540,223 28 ordinary shares of NPR.100 each
Total

4.26.2 Ordinary share ownership

Particulars

Parcant
Domestic ownership: 100.00%
Mepal Government 51.00%
"A" class licensed Institution 0.00%
Other licensed institutions 0.00%
Otheay institutions 9.41%
Public 39:55%
Other 0.00%
Foreign ownership 0.00%
Total 100.00%

Current Year
14,694,0232,928

14,694,022,928

Current Year

15,000,000,000

14,694,022,928

14,694,022,528

fiure den MIHES

Previous Year

3,493,811,042
3,493,811,042

Previows Year
14,40%,904,831

14,405,904,831

Pravious Year
15,000,000,000
14,405,904,831

14,405,904,831

14,694,022,928 14,405,904,831
Current Year Previous Year

Amount Percent Amount

14,694,022,928 100.00% 14,405,904,831
7,483,951 700 51.00% 7,347,011,400
0.00% -
- 0.00% -
1,382,402,200 9.87% 1,422,435,000
5,817,669,028 39.13% 5,636,458,431
- 0.00% -
- 0.00%, -
14,694,022,928  100.00% 14,405,904,831
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4.26.3 Details of Shareholders holding 0.5% or more shares

Name of Shareholder Number of Share Holding % Amount
Neapal Goverrment 74,939,517 51.00% 7,453,951,700
Employees Provident Fund 5,348,237 364% 534,823,700
Frabhu Life Insurance 1,415,036 0.96% 141 503,600

Total 81,702,750 55.60% 8,170,279,000

4.26.4 Proposed Distributions (Dividend and Bonus Share)

The Board has not recommended any boanus share and cash dividend for the reporiad Fiscal Year 2079/80.

4.27 Reserves
Particulars Current Year Previous Year
Statutory General Reserve 7.952,622,366 6,067,232.483
Exchange equalisation reserve 87,340 885 86,786,014
Corporate social responsibility reserve 65,227,007 37,266,384
Capital redemption reserye - -
Regulatory reserve 5,696,490, 660 3,881,8974,064
Investment adjustment reserve 1,741,861 1,741,861
Capital reserve 259,735,644 259,735,644
Assets revsluation reserve 7,743,591,321 7.743,591321
Fair value reserve 3,155,001,112 2.007,063,718
Dividend equalisation reserve 7,485,526 7485526
Actuarial reserve (4,451,089,432) {3,432,470,146)
Special reserve
Other reserve
Capital Adjustment Fund 380,382,600 380,382,600
Contingent Reserve 2,763,345 2,763,349
Corporate development fund 3,300,000 3,300,000
Employee training fund 111,512,455 108,769,752
Debenture Redemption Reserya TFITTIVTIR 338,858,888
Employees Welfare Fund 34,375,790 -
Total 21,828,258,921 17,635,512,359
4.271 General Reserve

General Reserve is created as per Section 44 of the Banks and Financial Institutions Act 2073 equivalent to
20% of the net profit earniad during the year undll the reserve is twice the paid-up share capital of the Bank
after which 10% of the net profit earned during the year shall be sel aside as General Reserve.

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra
Bank:
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4.27.2 Exchange Fluctuation Reserve Fund

Exchange Fluctuation Reserve is the reserva created as per Section 45 of the Banks and Financial Institutions
Act 2073 equivalent to 25% of the foreign exchange gain realized on the translation of foreign currency to
the reporting currency during the year other than Indian Rupees,

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra
Bank olher than to sel off revaluation loss incurred, if any during the year.

4.27,32 Fair Value Ressrve

The fair value reserve comprises the cumulative nel change in the fair value of financial assets thal are
measured at fair value and the changss in fair value i1s recognized in other comprehensive income, until the
assets are derecognized, The cumulative amount of changes in fair value of those financial assets has been
presented under this accoun! head.

4.27.4 Assels Revaluation Reserve

Any reserve crealed from revaluation of assels (such as Properly & Equipment, Intangible Assels, and
Investment Property) has been presented under this heading. Revaluation reserves often serve as a
cushion against unexpected losses but may not be fully available to absorty unexpected losses due to the
subsgquen| delarioration In markel values and lax consequences of revaluation.

4.27.5 Regulatory Reserve

Theamounlt that is aliocated from profit or retained earmings of the Bank to this reserve as per the Directive of
NRB for the purpose of implemeantation of NFRSs and which has not been regarded as free for distribution of
dividend {cash as well as bonus shares) has been presented under fhis account head, The amount aliocated
io this reserve includes interest income recognized but not received in cash, difference of ioan loss provision
as per NRB directive and impairment on loan and advance as per NFRSs (in case lower impairment is
recognized under NFRSs}, amount equals to deferred tax assels, amount of goodwill recognized under
MNFRSs elc.

Detail of Regulatory Reserve

b me 3 e
[Flnancial  irtwwst: i RV LA S L e ML L L e o [ P s
W mearete pa LRmon  Geax WAen e SR o e 00T

0TS 28B.545.104 Bro07¥ a2 LAlzaipsry ASEa00T 280
I075(TE  (37.009.246) 26,290,432 1, 284,400,050} {1295, 149, 465)
W {56,361, 013) 44, 565, 28] U 173 A30 i3, 403,007
Emﬁ'ﬂ (B3 5802) 5,056,638 LAS1ATANE]L 7470328 1,380,584 530
Eﬂl’l\rﬂ 264,492 435 11,651,061} 261,794,028  [|7.470,338) 513 105,074
nraen 695,774,185 59,560,066 5, TP 26T 1Lo18 619 286 1,8268.730,814
sl LOSREELOTT - . MmNy samags; - - apsipaaan - - SASEASNE0

4.27.6 Corporate Social Responsibility Fund

The fund created for the purpose of corporate social responsibility by allocating profit of 1% has been
presented under this account head.
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4.27.7 Other Reserva Fund

428

Any reserve created with specific or non-specific purpose (except stated in above) has been presented
undar this by disclosing accounting heads,

Capital Reserve: The capital reserve represents the amount of those reserves which are in nature of capital
and which shall not be avallable for distribution of cash dividend. Amount under this heading includes
reimbursement (NPR.259,735,644.00) received from Ministry of Finance, Nepal Government in refation
fo walver of loan repayments of Small Framers and Cottage Entrepreneurs NPR. Such amount has been
transferred based on directions recelved form such ministry during FY 2065/G6.

Dividend Equalization Reserve: Dividend Equalization Reserve is maintained for the purpose of maintaining
uniformity in dividend payment. Dividend may be distributed by debiling this account with the approval of the
Board of Directors and endorsed by the General meeting.

Actuarial Reserve: Actuarial gain or loss that represents chanage in actuarial assumptions which is used fo
value employee obligations |s presented under this heading.

Capital Adjustment Fund: Capital Adjustment Fund has been created In respect of increasing the capltal
base of the bank.

Contingent Raserve: Contingent Reserve has been eslablished lo address unexpected risks and
contingencies thal may adversely affect the bank’s financial position.

Corporate Development Fund: The fund has been established to support various strateglc initiatives of the
bank alignad with the bank’s growth objectives.

Employee Training Fund: The Fund has been created based on NRB directives and shall be utilized for the
training and developmeant of Bank's amployees. NRBE Direclives requira Banks and Financial Institutions to
incur minimum three percentage of its total employee’s salary and allowance expenses of previous year on
training and development of thelr employees.

Debenture Redemption Reserve. NBL has issued debentures as an Instrument to raise capital. As per
MNRB directive no. 16, Financial Institubions which have issued the debeniures shall compulsorily create the
debenture redemplion reserve proportionately for the malurity term. Nepal Rastra Bank has exempted from
creating the debenture redempiion reserve on the year of issue and redemption of debenture. Based on
such directives, debenture redempbion reservie has been created and maintained.

Employse Welfare Fund: Employse welfare fund is established as per HR Byelaw of Bank lo promaole the
welfare of employees. Each year one percent of Net profit is transferred into this fund.

Contingent Liabilities and Commitment

Particulars Current Year Previous Year
Contingent Lliabilites 28,624,501,685 30,492,484, 841
Undrawn and undishursed facilities 55,814,391,081 44, 848,461,711
Capital commitment

Lease commitment 1,120.316,269 1,067,213,933
Litigation

Total 85,559,208,036 76,408,160,485
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4.28.1 Contingent Liabilities

Particulars Current Year Previous Year
Acceptance and Documentary credit 8,805,824, 895 12,836,404 651
Bills far collection 564,499,143 142,582,976
Forward exchange contracts

Guarantegs 17,082,360,438 15,527 550,512
Underwriting commitmants

Other commitments® 2,171,817,209 1,985,946,702
Total 28,624,501,685 30,492,484,841

*Other commitments Include NPR. 247 106,303, the liabllity that may oceur due 1o application of 517 retire
staff for incremental pension of 7 years' scheme however board has denied for providing such benefits
On the similar instance of 272 retirgd stafls, Honourable Supreme Court has given unfavourable decision
againsl the hank.

4.28.2 Undrawn and Undisbursed Facilities

Particulars Current Year Previous Year
Undishursed amount of loans - -
Undrawn limits of overdraft 13,282,207,735 20,154,556,470
Lndrawn limits of credit cards 147,347,459 E2,018841
Undrawn limits of letter of credit 27,784, 535,758 11,633,304, 475
Undrawn limits of guarantes 14,600,300,130 12,978,581,526
Total 55,814,391,081 44,848,461,711

4,28,3 Capital Commitments

Particulars Current Year Previous Year

Capital commitments in relation to Property and
Equipment

Approved and contracted for
Approved bul not contracted for
Sub Total

Undrawn limits of guarantee

Capltal commltments in relation to Intangible assets
Approved and contracted for

Approved but not contracted for

Sub Total

Total
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4,284 Lease Commitments

Particulars Current Year Previous Year

Operating lease commitments

Future minimum lease payment under non-cancellzhle oparating lease, where the bank is lessee

Mot later than 1 year

Later than 1 year but not later than 5 years

Laterthan 5 years

Sub Total

Finance lease commitments

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

Mot later than 1 year 178,882,624 162,647,420

Later than 1 year but not fater than 5 years 641,883,037 592,967,516

Later than 5 years 299,450,609 311,598,997

Sub Total 1,120,316,269 1,067,213,933

Grand Total 1,120,316,269 1,067,213,933
429 Interest Income

Particulars Current Year Previous Year

Cash and cash equivalents - =

Cue from Nepal Rastra Bank - -

Placement with Banks and Financial Institutions 33,588,277 33,609,749

Loans and Advances to Bank and Financial Institutions 216,754,291 32,104,810

Loans and advances to customers 21,833,575.775 14, 772,975,636

Investment securities 3,186,845,800 1,532 603,123

Leans and advances to staff 87,352,765 68,657,110

Other -

Total interest income 25,158,116,9208 16,439,950,427
4.30 Interest Expenses

Particulars Current Year Previous Year

Due to Bank and Financial Institutions 17,923,960 39,021,853

Due to Nepal Rastra Bank 168,545,171 107,738,599

Deposits from customers 15,079,153, 3540 9,060,700,234

Borrowing 112,673,034 162,827 278

[¥ebt securities issued 298,040,566 2498, 208,098

Subordinated liabllities - -

Interest Expenses-Lease 74,828,152 66,867,397

Other - -

Totzl interest expense 15,751,164,273 9,725,363 453

s gifes giAded J00% o




Feas and Commission Income

Particulars

Lean Administration fees

Service fees

Conzortium fees

Commitment fees

DO/TT/Swift fees

Credit card/ATM issuance and renewal fees
Prepayment and swap fees

Investment banking fees

Assets management fees

Brokerage fess

Remittance fees

Cammission an letter of credit
Commussion on Guarantee Contracts issued
Commission an share underwriting/issued
Loicker rental

Other Fees and Commission Income

Total Fees and Commission Income:

Fees and Commission Expense

Particulars

ATM management fees

ViIsA/Master card fees

Guarantee commission

Brokerage

DO/TT/Swift feas

Remittance fees and commission
Other Faes and Commission Expense
Total Fees and Commission Expense

Met trading income

Particulars

Changes in fair value of trading assets
Gain/lass on disposal of trading assets
Interest income on trading assets
Diviclend income on trading assets
Gain/Loss Forelgn Exchange Transaction
Other

Total Net trading income:

Current Year

106,692,210
218,863,102
1,255,875
34,050,301
2,822,049

9,152,311
15,727,023
£4,499,230

184,164,697
35,190,958
346,920,058
1,019,377,814

Current Year

41,550,228
6,693,940
5,623,724

134,443,167
188,311,060

Current Year

9,756,385

58492501
10,393,123
78,642,010

fiure den MIHES

Previous Year

949,439,828
293,267,858
1,424,138
28,916,694
855,785

10,309,995
15,501,477
57,178,883
148.331,432
29,373,153
284,156,353
968,755,635

Previous Year

34,242,387
4,277,323
5,932,858

37,359,941

81,812,510

Previous Year

(43,325,075)

225,696,710
15770128
198,141,763

CIEH]
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4.34  Other operaling income

PFarticulars

Foreign Exchange Revaluation Gain
Gain/loss on sale of investment Securities
Fair value galn/loss on investment property
Dividend on equity Instruments

Gain/loss on sale of property and equipment
Gain/loss on sale of Investment property
Opiernting lense income

Gain/loss on sale of gold and silver

Other

Total other operating Income:

4.35 Impairment charge/{reversal) for loan and other losses

Particulars
Impalrment charge/(reversal) on loan and advances to B/Fls

Impairment chargef{reversal) on loan and advances to
customer”

Impatrment charge/(reversal) on financial Investmant

Impairment charge/{reversal) on placement with bank and
financial institutions

Impairment charge/(reversal) on property and equipment
Impairment charge/{reversal) on goodwill and intangible assets
Impairment charge/{reversal) an investment proparty

Total impairment charge/{reversal) for loan and other losses

436 Personnel Expense

Particulars

Salary

Allowances

Gratuity expenses *

Provident fund

Uniform

Training & Development Expense
Leave encashment

Medical

Insurance

Ernployees Incentive
Cash-settled share-based payments
Pension Expanse *

Finance expenses under NFRS
Other Expenses Related to Staff
Sub-Total

Current Year
2,215,886

15,074,014
(502,210)
3,355,281

28,626,048
5,295,980

255,166,004
309,231,092

Current Year
(8,692,523)

1,122,040,723

1,113,348,200

Current Year
1,300,133,714
700,423,977
256,381, 860
33,351,000
40,222,726
143 557,667
170,791,263
4071412
317,539,799
608,762,622
67,232,567
10,905,731
3,653,374,339

Previous Year
{39,110,617)
{728,402)
13,768,570
3,640,108
18,624 495
24 489993
11,050,878
238,450 965
270,185,989

Previous Year
(4,991,494)

858,650,250

853,658,796

Previous Year
1,050,159,667
327,657,937
203,989,539
22,180,000
22,670,977
63,816,267
100,405,655
2,918,526
312,768,380

81414177
50,083,542
10,847,625
2,248,912,290
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Employesas Bonus 232,141 629 202,589,009
Total personnel expenses 3,885,515,968 2,451,901,299
*Includes both pension and graluity expenses
Other operating expense
Particulars Current Year Previous Year
Oirectors' fee 1,370,200 1,785,000
Directors' expense 2,049,794 2,013,156
Auditors' remuneration 2,563,088 2,330,625
Other audit related expense 16,387,394 7,375,122
Professicnal and legal expense 5,469,212 5,361,681
Office administration expense 697,080,430 585,663,607
Ooerating lease eipense - B
Operating expenss of investment properties - -
Corporate Social Responsibility Expense 6,415,167 B
Onerous lease provision - -
Other 184,431,986 183,200,873
Total ather operating expense 916,767,870 787,734,063
4.37.1 Office Administration Expense
Particulars Current Year Previous Year
Water and electricity 58,487,351 54,277,408
Repalr and maintenance - -
{a)Building 1,080,504 1,196,746
[b) Vehicle 8,575,196 7,870,925
(¢} Computer and accessories 7,123,150 6,625,383
[d) Office equipment and furnitura 4,919,354 3,865,848
(e) Other 22,323,148 17,222,994
(f] Software 10,736,373 9,537,272
Insurance 39,144 936 35,657,787
Postage, telex, telephone, fax 54,032,502 54,620,748
Printing and Stationery 509,520,808 38,976,6E6
Mewspaper, books and journals 4,156,087 5,005,511
Advertisement 1,500,134 35633153
Donation = -
Security Expense 875,885 485,708
Deposit and lgan guarantee premium - 64,318 768
Travel allowance and expense 53,107,714 36,203,005
Entertainment 17,980,372 17,164,025
fnnual/Special general meeting expense 1,097,983 855,625
Cthar 309,544,370 156,136,010
Total office administration expense 594,315,916 585,663,607
4.38 Depreciation & Amortisation
Particulars | Current Year Previous Year
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Depreciation on Property and Eguipment
Depreciation on investment praperty
Amortisation of intangible assets
Depreciation Expenses-ROU

Total depreciation and amortization
Mon-operating income

Particulars

Recovery of loan written off

Cther income

Total non-operating income
MNon-Operating Expenses

Pan'ic_ulars

Loan Written OFff

Redundancy provision
Expenses of restructuring
Other expense

Total non-operating Expenses

income tax Expense

Particulars

Current tax expense
Current year

Adjustment for priar years
Deferred tax expense

Crigination and reversal of temporary differences

Changes in tax rate

Recognition of previously unrecognized tax losses

Total income tax expenses

4.41.1 Reconclliation of tax expense and accounting profit

Particulars
Profit before tax
Tax amount at tax rate of 30%

Add: Tax effect of expenses that are not deductible for tax purposa

Less: Tax effect on exempt Income
Add/less: Tax effect on other items

Total income tax expense
Effective tax rate

221,286,014

15,236,471
139,393 504

375,915,989

Current Year
76,265.222
996,184

77,261,408

Current Year

Current Year

1,170,945,202

[203,418,327)

967,526,875

Current Yoar
4,411,605,870
1,323,481,761

304,537,157

(#,522,204)
{452,551,511)
1,170,945,202

26,695

190,655,669

15,601,574
132,842,580

339,099,823

Previous Yaar
219,321,656
5,643
219,327,299

‘Previous Year

Previous Year

983,650,423

(50,136,823)

933,513,600

Previous Year
1,856,791,169
1,157,047,351

175,035,726
(4,130,571}
(344,292,083)
983,650,423

25500
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Statement of Distributable profit or loss
For the year ended 31st Ashad 2080

'i;-:‘“a‘lfq’-ﬁ Tidda9 Yo9% eo

As per NRB Regulation
Particulars Current Year Previous Year
Met Profit/({loss) as per Statement of Profit or Loss 3,437,578,995 2,923 277,569
Appropriation
4. General Resarye {687,515,799) (584, 884 458)
b, Foreign Exchange Fluctuation fund (553.971) -
c. Capital redemption resarve - -
d. Corporate social responsibility fund (27,960,623) (29,232,776)
e. Employees training fund (1,742,702) (21,887,586)
f. Other
<Debenture Redemption Reserve (388,885,889) [383,288,B89)
-Employees Welfare Fund |34,375,790)
Profit/{loss) before regulatory adjustment 2,296,541,219 1,898,283 860

Regulatory Adjustments:
a. Interest Recevabile |-}/ previous acorved Interest received({+}
b Shiort Ioan lass provision in accounts{-)/reversal{+}

c. Short provision for possible losses on investment(-)/reversal(+)

(681,555,976)

(264,432,435}

i;l_?ii;:rt pravisian for possible losses an Nan-Banking Assets [-)/rever- (59,560,066) 1,651,051
&, Deferred Tax Assets recognized|-1/reversall+) (54, 777,267)
f. Goodwill recognized (-} Impalrment of Goodwill{+} - -
g. Bargain purchase gain recognized [-)/raversall+) = =
h. Actuarial Loss recognized (-} reversal(+) {1,018,619,286) (261,794,028)
I, Other {+/-) £ z
-Fair Value of Investment Secunitles 2 8.615.058
Hutl“rnﬁlfllm} for the year end Ashad 2080 _lnllhblii for ﬂlstr[huﬁnﬂ 482,024,624 1,382 323,506
Opening Retain Earning as on Shrawan 1 2079 3,422,196,158 3,732,371,500
Adjustment(+/-)
::;T;r;;i?u?a:;z;];g;;hami from Share premium as per secHon 56(3) (977,248,159)
AGM/148/2075-80 dated on 2079/09/08 (1,157,874,084)
Others 23,866,879
rib :
Borius shares issused (288,118,047 (1,337,262 ,5689)
Cash Dividend paid 11,440,550, 483) (379,102,758)
Total Distributable profit or (loss) as on Ashad end 2080 389,959 3,422,196,158
Annuallsed Distributable Profit/Loss per share 0.00% 23.76%




5 Disclosures & Additional Information
61 Risk Assessment and Management
Credit Risk

A cradil risk is Ihe risk of defaull on a debl thal may arise from a borrowar failing lo make required payments.
In the first resort, the risk is that of the lender and Includes lost principal and interest, disruption to cash flows,
and increased collection costs. Factars for the cradit risk include Counterparty Risk. Concentration Risk and
Securitization Risk.

The Bank has applied following mitigates for management of Credit Risk factors:

+ Indepandent and ongoing credit quality review

¢« Limiting credit exposures

«  Problerm credit management system

« Divarsification of nsk asset portfolic among several sectors and sub sectors of the aconomy over a large
number of customers

» Deposit of borrower in bank, cash mamgin and additional collateral at individual level

+  Proper valuation, storage, maintenance and insurance of collaterals.

Such mitigates are monitored by Board of Directors, Risk Management Committes which is Board Level
Committee, Cradil Risk Management Department, NRB Inspection team and Internal Audit Department of
the Bank

Market Risk

Market risk is the possibility of a customer experiencing losses due to factars that affect the gverall
perfarmance of the Banking which the customer is involved. Market risk is systematic risk of the financial
market.

Factors of Market Risk include Interest Rate Risk, Equity Risk in Banking Book.
The Bank has applied following mitigates for management of the Market Risk factors:

« Stress testing/simulation of market conditions

« (ap Analysis

* Limiting trading activily of instrumenis in the different markets
*  Regular review of risk management processes

* Regular review of Risk Tolerance and appatite limil.

»  Measurement of Equity price shocks.

*  Measurement of Interest Rate Shocks

« Interast rate related Risk Monitoring.

Such mitigates are monitored by Board of Directors, Risk Management Committee, Internal Audit Departmeant
Liguidity Risk

Liguidity risk is the risk that the Bank may be unable to meet short term financial demands. This usually
occurs due o the inabllity to canver| a security or hard asset to cash without a loss of caplital andfor income
in the process.

Factors of Liguidity Risk includes Deterioration in guality of credit portfolio Concentrations in either assets
or liabilities, Rapid assat growth funded by highly volatile large deposits, A large size of off-balante sheet
axposure.
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5.2.2

The Bank has applied following mitigates for the management of Liguidity Risk:

* Appropniate compaosition of assets and llabilities
+ Diversified and stable sources of funds

»  Ancess to inter-bank market

=  Contingency funding plan for crisis situations

« Regular slress tasting

« Cushion of liquid assets held

» Copsistent analysis using liquidity ratios

«  Raview of Deposit Mix Concentration.

Such mitigates are monitored by BOD, Finance and Credil Department, Internal Audit Department
Fair value of Financial Assets and Liabllities

Fair Value of financial assets and habilites risk management includes effective portfolio management by
Finance department which is monitored by BOD, and other high-level cfficials.

Capital Management

The capital management approach of the Bank is driven by its desire to maintain a strong capital base to
support the development of ils businass and to meet the regulalory caplial requirements al all imes.

As Capital is the cenlrepiece of the Bank's performance malrix, a sound capilal managemenl forms the very
core of the overall performance landscape to ensure that the Bank delivers an its objective of maximizing
the shareholder’s value. The senior management of the Bank is engaged and responsible for prudent capital
managemenl al all limes. In compliance with the regulalory requirement of Increasing the capltal base as
prescribed by the Central Bank, the Bank is comfartable in meeting the minimum capital reguirements and
is strongly positioned to meel the performance benchmarks.

Qualitative Disclosure

Mepal Rastra Bank has directed the Banks to develop own internal policy, procedures and structures to
manage all material risk inherent in business for assessing capital adequacy In relation to the risk profiles
as well as strategles for maintaining capital levels. This includes basle requirements of having good
governance, efficient process of managing all material risks and an effective regime for assessing and
maintaining adequate capital. The Bank has various BODs approved risk management policies for proper
govermance. The Bank has developed a comprehensive ICAAP document which is subject to review every
yaar. The [CAAR has two major componenls: first is an internal process to idenlify measure, manage and
repor risks to which the bank s exposed or could be exposed in the future; and second |s an intemal
process to plan and manage a bank's capital so as to ensure adequate capital. The Bank prepares the
ICAAP report annually complying with the NRB requirement. The report is reviewed and analysed by Risk
Managemenl Committee and Board. The repart is prepared as per BASEL Ill norms consldering various
adverse scenarios, The Bank also conducts the stress testing on quarterly basis and s reviewed by senior
management, Risk Management Committes and Board. The Bank in line with BASEL provisions and ICAAP
document assesses risk exposures and allocated sufficient capital/oushion for perosived risks.

Quantitative Disclosure

Capital Structure and a Braakdown of its Componenis;




Tier 1 Capital and a breakdown of its components NPR ‘000

Core Capital (Tier 1) 23,991,431
Paid Up Equity Share Capital 14,694,023
Irredeermable Non-Cumulative Preference Shares -
Share Premium -
Proposed Bonus Shares -

General Reserves 7,952,622
Retained Earnings (3,437,189)
Unaudited Current Year Cumulative Profit 3,437,579
Capital Redemption Reserve -
Capital Adjustment Reserve/Debenture Redemption reserve 777,978
Capital Adjustment Reserve 380,383
Dividend Equalization Reserve 7.486
Debenture Redemption Reserve -
Capital Reserve (Created for loan waived as per Mepal Govt Direction) 258,736

Other Free Reserves {Speclal Reserve, Other reserves) -
Less : Goodwill -
Less: Intangible Assets {31,844)
Less ; Deferred Tax Assets

Less : Miscellaneous Assets not written off -
Less : Investments in Equity in Licensed Financial Institutions -
Less : Investments in equity of Institutions with excess of Limits {49,142}
Less : Investments in equity of Institutions with Vested Interest -
Less :iInvestments arising out of Underwriting Commitments -
Less : Reciprocal Cross Holdings =
Less: Other Deduction -
Tier 2 Capital and a breakdown of its components

Supplementary Capital (Tler 2) 6,377,915
Cumulative and/or Redeemable Preference Shares -
Subordinated Term Debt 3,494,352
Hybrid Capital Instruments -
General Loan Loss Provision 2,794 481
Exchange Equalization Reserve 87,341
Investment Adjustment Reserve 1,742

Assets Revaluation Reserve -
Additonal Loan Loss Provision -
Other Reserveas -

Total Capital Fund (Tier 1 and Tier 2) 30,369,346
Risk Weighted Exposure (Assets) (After Supervisor's Adjustment) 221,105,592
Capital Adequacy Ratio 13.74%
Regulator Requirement 11%
Common Equity Tier 1 Capital Ratio 10.85%

Leverage Ratio (regulatory requirement =/ 4%) 7.47%
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* Deduclions from Capital . NPR. B0,986,082
Total Gualifying Capital ¢ NPR. 30,369,345,925
« Capital Adequacy Ratio : 13.74%

Summary of the bank's Internal approach to assess the adequacy of its capital to supporl current and
future activities, if applicable:

Bank in its efforls to improve the capital adequacy ratio as prescribed by the regulator has implemented
a revised capltal plan, Besides. the bank has formulated ICAAP Policy and ICAAP Guidelines aimed at
impraving the Capital Adequacy position In compliance with BASEL-Il Framework fram FY 2073-T4. The
task of systematic preparation and presentation of BASEL-l| report has beenentrusted now with the Ceniral
Finance Department of the bank. Currently, the bank's capital adequacy ratio stands at 13.74%.

2. Risk Exposures:

Risk weighted exposures for Cradit Risk, Market Risk and Operational Risk The risk weighted exposures as
of Ashad end 2080 is given below:

S.No. Particulars NPR In ‘000’
1 Credit Risk 200,820,962
i Operational Risk 10,707,285
3 Market Risk 264,790
4 Adjustment under Pillar 1| 9,312,555

Total 221,105,592

¢ Risk weaighted exposures under each categories of Credit Rishk:

S.No. Particulars NPR in ‘000"
1 Claims on other official entities
2 Claims on banks 1,873,223
3 Claims on domestic corporate & Securities firm B7,284,214
4 Claims on regulatory retail portfolio 31,013,869
5 Claims not satisfying granularity Criteria -
6 Claims Secured by Residential properties 6,104,262
7 Claims secured by commercial real estate BE78,167
8 Past Due Claims 10,066,346
9 High Risk Claims 11,398,419
10 Trust Receipt Loan For Trading 1,434,409
11 Lending against securities (Bends and Shares) 5,619,149
12 Investment in Equity of Institutions 4,706,272
13 Other Assets 15,860,633
14 Off Balance Sheet ltems 24,582 001
Total 200,820,962




Amount of NPAs (Both Gross and Net): NPR. In '000

SN  Particulars Gross NPA  Loan-Loss Provision Net NPA
S Restructured/Reschedule Loan - -
b Substandard 1,204,931 276,197 928,734
[ Doubtiul 2,182 108 865,495 1,316,614
d Loss 1,923,935 1,926,388 (3,453)
Total 1,204,931 276,197 928,734
MPA Ratios:

Gross NPA to Gross Advances @ 2.85%

Net NPA to Net Advances 11.258%

+  Movement of Non-Performing Assets: NPR ‘000
Particulars This Quarter Previous Year Changes %
MNon-Performing Assets 5,309,974 3,313,057
Non-Performing Assets (%) 2.85% 1.83% 60.27%

¢ Write off of Loans and Interest Suspense:

Written off Loans and Interest Suspense: No any Loan and interest has been written off and recovered till
Ashad end of FY 2072-80.

Details of Subordinated Term Debt:

- Mot applicable
— Delails of Additional Loan Loess Provision:
— MNone

*  Loan Loss provision and interest suspense movement:

Particulars Loan Loss Provision Interest Suspense
Opening balance 6,658,544 7,277,519
Write Back/off in the years -374,013 254,017
Addition In the year
Balance as at 16" July 2023 6,284,531 7,023,502
=  Segregation of Investment Portfolio;
S.No. Investment Category Amount NPR. (000)
1 Held for Trading -
2 Held to Maturity (Governmeant Securities) 53,339,259
3 Available for Sale{Equity) 3,606,884
| Inyestment in assoclates 2,736,953
Total 59,683,136
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3. Risk Management Function

The Bank Is exposed fo varicus types of matenal nsks including credit, market, liquidity, operational, legal,
compliance and reputation risks. The objective of the risk managemen! framework at the Bank is to ensure
that various risks are understood, measured and monitored and that the policies and guidelines established
to address these risks are sirictly adhered to.

The Board of Directors has oversight on all the risks assumed by the bank. The Risk Management Commitiee
a board level sub-commiltee has been established to facilitate & fovused oversight of various risks. The
said committee reviews the risk management policies and guidelines, the bank's compliance with risk
management guidelines issued by NRE and status of implemented BASEL - Ill requirement by the bank.

The Bank has sel up a strong control and manitoring environment for comprehensive risk management at
all levels of operation by establishing an independent Risk Management Department which caters to the
current banking requirement of properly identifying and monitoring the risks apparent and inherent in the
business.

Measurament of Risks for Capilal Adequacy Purpase:

Under Pillar 1 of the Unified NRB Directives, the bank currantly follows Simplified Standardized Approach for
Credil Risk, Basic Indicalor Approach for Operational Risk and Nel Open Position appreach for Market risk.

A. Credit Risk:
Strategies and Process:

All credit related aspects are governed by Operation Manual-2 [Credit) and Credit Policy of NBL. These
documents outline the type of products that can be offered, customer categories, cradit approval process
and limits. These documents are approved by the Board of Directors.

The Bank's main emphasis 15 on MSME credit. Different limits of lending power have been assigned at
branch level, division, department head level and the credit committee level. Every aspect relating to credit
such as procedure and documentation etc. are clearly defined in the Operation Manual -2 and the Credit
Policy of the bank.

Pra-Sanction:

The branch managers have the authority lo approve the credit within their permissible limils afler due
scrutiny of background of the promoter, nature of business, tumaver in the account, other financial indicators,
income, collateral and security. Loans above the authority of branch are recommended to head office for
{urther decision.

Credit Risk Assessment Process:

Risk Management Deparment carmes oul a comprehensive credil risk assessment process that
encompasses analysis of relevant quantitative and qualitative information to ascertain credit rating of the
borrower. The credit rating process involves assessment of risk emanating from various sources such as
market risk, management risk, environmental risk, financial rsk and security risk taking info consideration
as much as 30 sub-parameters for business lending and 20 sub parameters for retail lending under each of
these categories, Credit thresholds have been set for forwarding the credit files for risk rating before they are
submitted for approval in the credit committee by the concermed credit units.

Post Sanction Monitoring! Follow up:

Concemed branches are required (o oblain regular information of the business. In case of revolving loans;
the drawing power is checked commensurate with the existing level of stocks and working capital checked

TR
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and verified al regular interval, The credit units al the Head Office are also required to prepare quarterly
credit report to submit at higher level as a part of formal monitoring process.

B. Operation Risk:

Operational risk s the risk of loss resulting from inadeguate or falled intermal processes, people or systems,
or from external events. Operational risk is inherent in the bank's business activilies,

The board level committees that undertake supervision and review of operational risk aspects are the Risk
Manageamenl Commillee and Audit Commillee. The board and the rsk commitlee review lhe operational
risk level and the material operational risk exposure. The Audit committee supervises audit and compliance
related aspects. Inspection and Internal Audit department on the other hand carries out audit according to
the audil plan and reports findings o the Audit Commitles.

Risk Arising from breakdown of Information and Operating System:

The bank has introduced new centralized software Pumorni-IV and has improved in its MIS infrastructure in
order to ensure the associated operational risks being brought down to an acceptably low feval.

To safeguard the probable losses resulting from system failure or natural disaster, the bank has taken
following policies to minimize the risk:

a. Back up —All types of back up of all balances and head office are taken at the end of the day. The bank
has developed back up guldelines lo manage the vanous lypes back up syslem,

b, Disaster Recovery Site — The bank has established a disaster recovery site at Bhairahawa, which is
outside the Kathmandu valley considering the lower frequency of seismic activities.

¢. Validation of Entry and Password control — There is a syslem of maker and checker for enlry validation
before posting. Access authority for data entry, update, modification and validation has been given on the
basls of levels of staffs

d. Exceplion Reporling — The system creales exceplion report as and when required.

Risk Arising from Procedural Lapses and Internal control:

The bank has defined procedure for each banking products and services in the Operation Manuals related
to banking transactions. Internal circulars are issued whenever required. Reporting by branches is regular.
Internal Audit of maximum branches is carried out each year.

Corporate Governance:

NRB Guidelines with respect to Corporate Governance are duly complied with. The bank has established a
Governance Unil lo manage corporale governance ralaled lssues,

C. Markat Risk:
Invasimaeants

Currently, Bank has not made any investment for trading purpose. The investment in government securities
have been made to hold till maturity. The investment in equity of listed institutions has been held as avallable
for sala.

Foreign Exchange

The bank's policy Is to maintain the net open position of converiible foreign currency where exchange rate
risk persisis in matching position.
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D. Types of Eligible Credit Risk Mitigation used and benefits availed under CRM:

The eligible collateral taken as benefits under CRM are margin money deposited with the bank against off
balance sheet exposures, Loan against Fixed deposits, Loan agains! Gold and Silver and Governmeant
Securities. Under this provision a total of NPR, 21,818,160,238.52 has been deducted from total credit risk

as CRM.
5.3 Classification of firancial assets and financial liabilities:
Artiount in NPR
Fair Value Fair Value -

Particdten throughpL ~ Amortized Cost o choa o)
Cash and cash equivalents - B.656,502 983 . B 656 50F 983
Due from Mepal Rastra Bank - 19748872362 - 19,748.872,262
NE_EEIT_IETIt with Bank and Financial 582,511,250 - 582 511,250
Institutions
Derhvative Financial Instruments 8,594,260 - - 8,594,260
Qther Trading Assets 115,040,366
Loans and advances to BfFls - 5,499 £549 794 - 5,499 559,759
Loans and advances to customers - 178,556,5658,017 - 178,656,569,017
Investment securities : 53,339,298, 767 3,606,B83.921 56,946,182,6E7.
Investment in Associates 2,736,953,345 2,736,953,345
Other Financial assets - 1,713,794,732 - 1,713,794,732
Total financial Ascots 123,635,126 268,097.208,809 6£,343,837,266 274.449,640,334
Fi 1 ilities:
Due from customers - 244 513,999,703 - 244,513,995 703
Derivative Financial Instrumeants 8,541,000 8,541,000
Other Financial Liabilites : 3,000,857,463 . 3,009,857 463
Total financial Liabilities 8,541,000 247,523,857,166 - 247,532,398,166

54 Segment Analysis
54.1 General Information

The bank's operation is managed centrally through Head Office, All strategle, financlal and operational
policies and operations are controlled and directed from the head office. The Bank operates in seaven
provinces though has a single jurisdiction. The management of the bank is on the basis of various types of
aperations suppariad by anclllary support services,

Bank has identified following segments as reportable:

a. Banking Segment involves functions like collecting deposits and lending activities among other similar
activilies.

b. Treasury Segment involves short term and long-term investment activities like investing in T-Bills, Bonds,
Shares of companies etc.

. Remittance Sagment invalves aclivities of transferring / recelving funds lacally and/or globally.

d. Governmeant Segment invalves activities that are supportive to Government services like pension to
Government employees, and facilitating other such Government services.
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5.4.2 Reconciliation of reportable segment profit or loss

Particulars Current Year Previous Year
Total profit before tax for reportable segments 8,839,888 307 6,380,621,062
Prafit before tax for other Segments (3,925,357, 831} (2,523,829 504)

Elimination of inter-segment profit - -
Elimination of discantinued operaton - -
Lirallocated amounts: - -
Other Corporate expenses 4,915,425,522 3,650,337,514
5.5 Share options and share based payment
There Is no share-based payment made by the Bank,
56 Contingent liabilities and commitment

Litigation is & common occurrence in the banking industry due {o the nature of business undertaken. The
Bank has formal controls and policies for managing legal claims. Once professional advice has been
obtained and the amount of loss reasonably estimated, the Bank makes adjustment to socount for adverse
effect which the claims may have on its financial standing. Contingent lisbilities on' other matters have
alrearly bean disclosed in noles 4.28.

5.7 Related party disclosures

The related parties of the Bank which meets the definition of related parties as defined in "NAS 24 Related
Partias Disciosura™ are a8 [ollows:

i, Key Management Personnel (KMP)

The key management personnel are those persons having authority and responsibility of planning, directing
and controlling the activities of the entity, directly or Indirectly Including any director. The key management
of the Bank Includes members of its Board of Directors, Chief Executive Officer, and other higher-level
employee of the Bank. The name of the key management personnsl who weare helding various positions in
the office during the year [As al Ashad end 2080) were as follows:

Name of the Key Management Personnel Post

Krishna Bahadur Adhikari Chief Executive Officer (Former)
Samata Panta |Bhatta) Acting Chief Executive officer
Laxman Paudel Assistant Chief Executive officer
Bishwo Raj Baral Assistant Chief Executive officer
Prakash Kumar Adhikari Assistant Chief Executive Officer
Hom Bahadur Khadka Assistant Chief Executive Officer

57.1 Compensation to Key Management Personnel

The members of Board of Directors are entitled for meeting allowances, Salary and allowances are
provided to Chief Executive Officer and other member of Key Management Personnel (KMP). Salary and
Allowances paid to the Chief Executive Officer is based on the contract entered by the Bank with him
wheraas compansation paid o other member of KMP are governed by Employees Byelaws and decisions
made by management time to time in this regard. In addition to salaries and aliowances, non- cash benefits
like vehicle facility, subsidized rate employees’ loan, and termination benefits are also provided to KMP,
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The delalls relaling lo compeansation pald o key managemean| parsonnel (Direclor's anly) were as follows:

Particulars Current Year
Director's Fee (including all Bol level committes) 1,370,200
Other Expenses 1,002,794
Total 2,372,994

The details relating to compensation paid to key management personnel olher than directors were as lollows;

S.N. Name Position Remuneration
Krishna Bahadur Adhikari Chief Executive Officer{Former) 5,480,606
2 Samata Pant (Bhatta) Acting Chief Executive officer 2,512,154
3 Laxman Paudel Assistant Chief Executive officer 2,438,507
4 Bishwao Raj Baral Assistant Chief Executive officer 2,425,836
5 Prakash Kumar Adhikari Assistant Chief Executive Officer 2,423,064
6 Hom Bahadur Khadka Assistant Chief Executive Officer 2,438,192

Besides above remunaration, vehicla facilities were provided to key management persannal,
5.8 Merger and acquisition

Mo any Merger and acquisilion has taken in the years presented.
5.9 Additional disclosures of non-consolidated entities

Thera are no further disclosures (o be'made ag par NFRS requiramenls.
510 Events after reporiing date.

Events after the reporting date are those events, favorable and unfavorable, that occurs between the end of
the reporting period and the date that the financial statements are authorized for fssue. All material events
that occurred after the reporting date have been considered and appropriately adjusted In line with NAS 10
— "Events After the Reporting Period”

511  Major Indicators

S.No Particulars Indicator FY2075-76 FY 2076-77 FY2077-78 FY2078-79  FY 2079-80

1 Net Profit / Total Incame % 2151 17.34 21723 16.15 2021
Earping Per Share

3 Basic Faming Per Share NPR 26.99 10.68 23.43 20.29 2339
Diluted Earning Per Share NPR 26.99 20.68 23.43 20.29 23.39

4 Market Price Per Share MPR 336,00 298.00 443,00 168.00 249,00

5 Price  Earning Ratio Timeas 12,45 1204 18.90 13.21 10.64

6 D'l\rl_dend {Bonus Share] on share 8 15.00 12.00 14,00 2.00 -
capital

7 Cash Divideand on-share capital % 10.00 4,00 3.00 10.00 -

a Interest Income / Loans and 5% 11.23 11.16 B.78 4,54 14.08
Addvances

9 Employee Expenses / Total Oper- o 27.85 22,53 25,10 17.22 17.48

ating Expenses




10 Em Etlm,ree Expenses / Total da- % 1.74 1.54 139 1.17 1.58
pasit and barrowing
11 Exchange |ncome [ Total Income . % 231 2.60 2.54 1.03 0n.23
12 Staff Bonus / Total Employes 8 11.10 B.03 10.23 B.28 5.97
Expenses
13 NetProfit / Loans and Advances % 2.81 2.26 219 170 3.02
14 det Profit / Total Assets o 1.51 1.22 1.33 112 1.81
15 'I;?Etal Laans and Advances / Total % T8.14 T2.25 B2.76 BG.97 72.65
posit
16  Total Operating Expenses [ Total 435 517 421 5.48 7.49
ASER1S
a) Common Equity Tier | Capital %h 16.80 16.00 13.54 11.98 10.85
b} Core Capital % 16.80 16.00 13.54 i1.93 10.85
¢] Supplementary Caplital % 0.n3 1.01 326 3.07 2.89
d| Total Capital Fund % 16.80 17.01 16.80 15.05 1374
18 Cash Reserve ratio (CAR) b 4,06 4.53 4.19 3.449 7.97
13 Staturory Liguidity Ratio (SLR) 21.67 30.18 2374 2377 30.92
20 Liguidity 2873 29,54 26,81 Z298 3335
20 MPAE [ Total Loans and Advances % 2.64 247 205 1.83 2.85
21 Base Rate % 7.08 0,99 5.73 .93 9.92
22 Weighted Average Interest rate % 4,45 3.70 4.34 4,08 3.95

Spread

91 Aook Net Worth (NPR. In Lakh) NBR 292,813 300,310 332,151 354,636 365,227

24 Total Shares M. 598,111,480 112828202 126,367,585 144,059,048 1459402729

25 Total Employes M. 2317 2172 2,504 2,429 2,725
Others

36 fer Employee Income (MNPR In NP 52.09 61.53 55.70 T4.50 P

g Lakh)

27 Per Employee Business {NFR In NPR 923.61 1,150.16 1,220.37 1,543.05 1.577.42
Lakh)

28 Employes Expenses § Total o 17.21 16.54 16.87 13:.55 14,58
income f

512  Valuation Hierarchy

Following tables demonsirates the valuation hierarchy of Bank's Assets and Liabilities. This fair value may
differ from the actual amount that may be recelved or paid on settlement, realization or maturity of those
Financial Assels and Liabilities,

Falr Value of Financial Assets and Liabillties Measured at Fair Value
The fair value measurement hierarchy Is as follows:

Level 1 fair value measuremenls are those derived from unadjusted guoled prices In active markets for
identical asseis ar liabilities.

Level 2 valuations are those with quoted prices for similar Instrumeants In active markets or quoted prices for
identical or similar instruments in inactive markets and financial instruments valued using medels where all
significant inputs are observahle:

g aiftw ulades soe¥ =0




Laval 3 porifolios are hose whare there are unobsarvable inpuls of the instruments. The inpuls are nol
based on cbservable market data,

Fair Value Disclosure Level 1 Level 2 Level 3

As an Ason Az on Ason Ason “As on.

Particulars 31.03.2080 32.03.207%  31.03.2080 32.03.2079 31.03.2080 32.03.2079

Quoted Equity Shares  2,114,859,224 1,566,039,362 : :
Unquoted equity - 1,492,024,697 707,008,065 E

FV of Land - - -
Investment Properties - - 198.309,605 108545596

513  Impairment of financial assets

At each reporiing date, the Bank has assessed whether there exists objective evidence that a financial assel
ar group of financial assets not carried at fair value through profit or loss are Impaired. A financial asset or &
group of financial assels is impaired when objeclive evidence demonstrates Lhat a loss evanl has occurred
after the Initial recognition of the assets, and thal the loss event has an impact on the future cash flows of
the assets that can be estimated reliably.

Objactive evidence that financial assets ara impaired can include significant financial difficulty of the borrower
or issuer, defaull or delinquency by a borrower, restrucluring of a loan or advance by the Bank on lerms
that the Bank would not otherwise consider, indications that a bormower or issuer will enter bankruptcy, the
disappearance of an active market for a security, or other observable data relating to a group of assets such
as adverse changes in the paymenl stalus of barrowers or issuers in the group, or economic conditions
that correlate with defaults in the group. In addition, for an investment in an equity security, a significant or
prolonged decline In its fair value below Its cost is objective evidence of impairment.

in case of financial difficulty of the borrower, the Bank considers to restructure loans rather than take
possassion of collateral. This may involve extending the payment arrangements and agreement of new lean
conditions. Once the terms have been renegotiated, any impairment is measured using the original EIR as
calculated before the modification of terms and the lean is no longer considered past due. Management
continually reviews renegoliated leans to ensure that all criterla are met and that future paymeants are likely
to ogcur. The loans continue 1o be subject lo an individual or collective impairmant assessmeant, calculated
using the loan's anginal EIR.,

514 Use of Carve Outs for Financial Assets
a. For Impairment Calculation

An antity shall assess al the end of each reporting period whelher thare is any objecliva evidence that a
financial assel or group of financlal assets measured al amortised cost is impaired. IT any such evidence
exists, the entity shall apply paragraph 63 of NAS 39: Financial Instruments: Recognition and Measurement,
to determine the amount of any Impairment loss unless the entity s bank or financial institulions reglsterad
as per Bank and Financlal Institutions Act, 2073, Bank and Financlal Institutions shall measure impairment
loss on loan and advances as higher of amount derived as per prudential norms prescribed by Mepal Rastra
Bank and amount determined as per paragraph 63, However, bank and financial institutions shall apply
paragraph 63 of NAS 39: Financlal Instruments: Recognltion and Measurement to determine the amount of
impairment loss on financial assets other than loan and advances.

The bank for the financial years 2079/80 has assessed (e impairmen! undsr NFRS impaimmeant model and
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undear NRB Directives. Since the Impalrments under NRB directives are more than under NFRS, the bank
has recognised impairment calculated under NREB directives. Following table below depicls the caloulation
of impaiment allowance as per NFRS and as per NRB Directives:

Impairment as per NAS 39,

Particulars

Loans and advances to Customers & BFIs (excluding staff loan, AIR
and impairment) (A) '

Less:

Impairment allowances (a + b}

Collectve Allowances (a)

Individual Allowances (b)

Impairment as percentage of Total Loans and advances

Impairment Charge in Financial Statement
Particulars

Loan Loss Provision a5 per NRE Directive- Alternative 1
Impairment Loss-as per NFRS-alternative 2

Loss provision recognized in financial statements higher of the twa

Current Year

186,282 289 086"

6,284,531,453
5,130,573,459
1,153,957,994

337T%

6,284,531,453
4,623,483,528

6,284,531 453

Previous Year

180,828,069,367
5,174,215,587
4,161, 750,980
1,012.464,607
2.86%

5,174,215,587
2,687,608,205

5,174,215,587

altermanve)

515 Covid-19 Related Disclosure

5.15.1 Detsil regarding Forbearance/relaxation provided in order to minimize the impact of COVID-19

S As of Ashad end 2080
Particlars No. of Customers  Amount (NPR.)
Accrued Interest Received after Ashad end 2080 fll 15 Shrawan 2080 B140 25.47.04,675
Additonal 0.3% Lean Loss Provision created on Pass Loan Portfolio 507,466,794
Extension of moratorium period of loan provided to Industry or Project
under construction
Restructured/Rescheduled Loan with 5% Loan Loss Provision 11 3,696,007,785

Restructured/Rescheduled Loan with 1.3% Loan Loss Provision 1
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 upto 1 year with 5% provisioning

Expiry Date of Additional 10% Term Loan (COVID Loan) extended for upto 1
year with 5% provisioning

811,815,200

Time Extension provided for repayment of Principal and Interest far upto
twa years as per clause 41 of NRB Dir2
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5.15.2 Detail of Refinance and Business Continuity Loan

el During FY 2079/80
i ‘No of customers Amount (NPR)
Refinance |oan
Business Continuity Loan F F0,000,000
5.15.3 Detail of Subsidized Loan
During FY 2079/80
Particulars B /
No of customers. Amount (NPR)
Subsidized Loan 6543 79,43,243,945

Comparison of Unaudited and Audited Financlal Statements as of FY 2079/80 End

Statement of Financial Position Variance Reason for
Variance
As per Unaudited tirad
Assets ' Financial £ Mﬁal;ﬁu A In Amount In %
Statement iEaneat Satemen
Cash and eash egquivalent #ELG 502 083 B BLE S0 083 . 0.00%
Due from Nepal Rastra Bank 19,748,872,262 19,748,872,262 - 000%
PFlacement with Bank and ; 1 ;
Financial Institutions 982,511,250 581,511,250 0.00%
DErWF]nmhl IMstrLi= 8594260 8,584,260 - 0.00%
MEMNTs:
Qther Trading Assets 115,040,866 115,040,866 0.00%
Loan and advances to 8/Fle 5 459/659, 709 5,499 659,709 - po0u
Loan and Advances 1o Cus- . Additional
Contars 178.858,687.236 178,556,569.007  (332118.218)  0I8% oy crnons
— ) . S : Reclassification)/
lvestment Securitas. 58 388,856,006 56,946, 182,687 |(1A43,673,008] 24T g oo
Current Tax Assore 7.106,739,224 1,202 865 540 (803,773 684) 42O0% FPO Tox Adjusiment
Investment in Subsidiares - 0.00%
Imvestment In Associates 2,736,953 345 2,736,953 345 0.00%
Investment Property 196,109,605 168,109,604 - Qp0%
. . ) Additional
Property and Equipment 13,240,522,071 13,363,622.774 123,100,703 0.93% Adjustment
Goadwill and Intangihie 11,844,285 31/844,285 . o0
Elted
Deferred Tax Assets . 0.00%
Other Azspts #6531, 299 575 o lEE 165, 165 A5 86T SR 5. 290
Total Assets 296,00E,238,516 296,735,557,838 637,358,322  0.22%

{Armount in NPR)

s gifes giAded J00% o
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[tue to Bank and Financial
Institutions

Duse to Mepal Rastra-Bank

Derivative Financial Instru-
Ments

Depostts fram Customers
Bormowings
Cirrent Tax Liahilities

Provisions

Deferred Tax Liahilities

Other Liabilities

Deht securities lssued
Subordinated Liatilites
Equity

Share Capital

Shiare Premium

Retained E_arnin__g_s

Resarves

Total equity attributable to
equity holders:
Man-contralling Interest

Total Equity
Total Liabilities and Equity

Statement of Profit or Loss

Particulars

Interest Income
Interest expense:
Met interest incoma

Feps and commiscion income
Fees and commission
axpense

Net fee and commission
income

Met interest and commission
income

1,240,552,176
T0,000,000
8,541,000
244,548 885,231

262,300,000

53,539,284
3,705,581.536
6,131,613,029
3,494,351,608

259,519,367,863

14,694,022 928

878 363,895
20,011,484 828

35,578,871,653

36,578.6571,653

296,098,239,516

As-per Unaudited
Financial
Statament

25,124,073 308

15,752,519,629

9,441,553,679

1,015,118,862

04,335, 56
920,883,294

10,362,436,973

1,275.441,704
F0.000,000

8,541,000

244, £13,590,303

262,300,000

247,896,915
4,082,564,932
6,257,810, 167
3,494,351, 608

260,212,326,029

14,604,022 928

389,859
21.828,258,921

36,522,671,808

36,522,671.808
296,735,597.837

As per Audited
Financial Statament
25,158,116,908
15,751,164.273
9,406,952,635
1,019,377.814
188,311,060
831,066,754

10,238,019,389

34,8R9,528

-

{34,889, 528)

194,357,631
373,003,396
126,197,139

693,558,166

(972,873,537)
916,774,093

56,199,845)

(56.189.845)

637,358,321

"J'lrhnu'

In Amount
135,956,400}
(1,355,356)
(34,501,044)
4258951
94,075,451
(89,816,540)

(124,417,584)

2.81%
0.00%

0.00%:
-0.01%
D.00%,
0,00
I63.02%
10.06%
T.06E%
0.00%

0.27%

0,00%
0.00%
50 85N
4.48%
-0.15%

0.00%

-0.15%

0.21%

In %
0,14%

-0.01%
-0.37%
0A2%
o9 3%
-9.75%

-1.20%

fiure den MIHES
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Classification

Classification

Provision for DI
Add! Pension

iV Change Effect

Additional Adjust-
ment

Prov for FPO Tax
97,72 Crome

Increase in FYR

Impact ofall
adjustmsnts

Impact of af]
adivmments

Impact of il
sagjustments

Reason for Variance:

Decrease in AlR
Incarne

Additianal
Ad|ustmerits

Apency incoma

Heclassification
Impact of above
adjustments

Impact of sbove
adjustments
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Met trading income
Other operating income
Total operating income

Impairment charge/(reversal)
for loans and other losses

Net pperating Income
Dperating expense
Persannel expenses
Other Operating cxpenses

Deprecition and
Amartisation

Operating Profit

Mon cperating income
Mon operating expense
Income tax Bxpense

Current Tax

Dteferred Tax

Profit/(loss) for the perlod

Other Comprebensive
income

Total Comprehensive income

7E.6E2,010

305,085,037

10,746,174,019

1.175,089.414

9,571,084,605

3,779,167,340

1,023,245 540

360,390,068

4,408,281,657

T6.346,495

4,484,628,153

1,246,660,726

(173,559,375}
3,411.526,801
(900,694,038}

2,510,832,763

TH,642,010
309,231,092

10,625,892,491
1,114, 348,200

9,512,544,291

3,885,515,968
916,767,870
375,815,989
4,334,344,464

TT. 261406

8,411,605,870

1,177,445,202

(203,418,327)
3,437,578,995
39,318,107

3,476,897,102

4,136,055

(120,281,529)
(61,741,215}

(58,540,314)

(106,477,571)
15,525,922
(73,937,194)

9140911

(73,022,283

(69,215,524

(29,858,952
26,052,194
940,012,146

966,064,339

D.D0%:
1.36%

-1.12%
-5.25%

-0.61%

2.81%
=10.41%
4.31%
-1.68%

1:20%

-5.550
17.20%
0.76%

-104.37%

38.48%

Additianal
Ad|ustrment

Impact of all
adjustments:

Additional
Impairment

Impact ofall
adjustments

Additianal
Adjustments

Reclassification

Lease Accounting:

Imipact of all
adjustments

Addditioral
Adjustments

Impact of all
Adjustments
Decredse in profit
Impact of 2l
Adjustments

Increase in
Impairmant

Valuation of
Unquoted shares

Impact of all
Adjustments

s gifes giAded J00% o
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