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difq fauer g | g9 gEEegEr afey BRERET
qrefeaa araead g, g ¥ Hefirees am g
FATETTHT FATZTRT T | Abhl oATAd FATSTE
g1 TR UFel A A@IIIE HiAT gl
g | g9 aihfaer goae AR e qor
ATAE A@TIRIEAT (AT Teehl & | I (g9
FehehT AT AT JUTeATaTe fATeqor e ¥
AT AFATT e ATRAT Giqaae T97 I, |

FpaT fAEerr g eqed 9UITel st
MRTH @ | T THRET YOIl A1 AT=ad
JT AT (HAHEEHT AT qgEHl e T
FA a0 qar ATk @TIRIe AT
TS, | cAehebl E¥h ITTETRT HIETAT IT TRl Teh
ek ATANE @RI T Al & qTe T
faaRTaTs IUAch ATHE "ATa AT Gia g
fed TATAHET TS ANTTHT B |

ATIITHATHR! ATHTE THIET T TRTHR T |
TEhehl Far gfq AT ATHI BRO o sehehl
TTehesedh! TRITHT My Afaig Tewes 3 |

AT, I9THT [T TIEAT ART ATaad TAeTHT
TRUHT 3 |

g giatg

AT 8T Pumori Centralized Core Banking System
(CBS) HThd I¥IU 9@l HIATAASHH  Teblha
FRIAR TeeH B | a1 qiafaadrs  THEdR
aeTs gfafa FAT emefAe Far gawr geE T
ZHhHHAT Smart Mobile Banking, e-banking FHTTTTHT
ATTTHF B, | ACT FTegdhl I Chip Based
VISA Card F=aTATHT ATSAFTRT T ATM
TEd ¥ FRIARATS deI8T a9 a9 99 ¥Y T2 ATM
SepepT ATIFAH ETEEHT TATS =T T STHT
qR¥ ATM 7€ TMEHeddls dal TATST & | THH
T yfaforAT srenfed SR ATaER AT C-ASBA
JUITET AN TTRTHT & T A=Ael b BIRTATIR ATNT
Connect IPS JUITAT fH IRl T PR T |

Fehel ATHT AFITAEEDT ATV SATEITIRT AT
Asset Management System, GEIEEE] @FFIE_GFT AT
Online Recruitment System 17 AR DT | FAl
TR fgal SRAT Saeamq=eT AT Document
Management System AR Credit Approval @] T

TAFFTH F |

AT gtafy faad srawarameT diT FSHTST arfey
HEATHT DR Site I TAR TRATFTHT AT FwT
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gtafg  SM@HeT SNT  ATa9T%  Next Generation
Firewall 1 TSI A& beh! T ANTHI [TTgwHT F=AT
gfafy SREaH =AUl ART ATTed TR0
AL e S 0T 9 fguet & |

T Al AT qAT SAIATIA

Stebel oTlehl TURAY HTAH g LT[9S qeehdr
AU HUTT AT Sebepl Aiq fAgeTeRr Framhia
fora=T a1 %1, AEIATTII FAl T ITHH FoAEo
JaTe ¥ faEqR e ATHT B | boAl JATE Tl bl
UM HUH! Credit Policy Guidelines, Operation Manual
Part II(Credit), Valuation Guidelines, W Hal
qr=AT fHeftert Ua ST AT ke ST AR
[HeeMEs HAEIT W F JaTe T ATHT T
RT3 |

o SIMEH SFaedIA

FRIEAR, TAR T GATATHT ATSAHF  ATGHRT
ATRTURT AN HATA L Sebebl (I awiiors
TATAd ARG e FASF T SAMEGH FaeamdT
faarTesT fauri gqE 95 9f=a @ W Sew
AT AT TS TRTH! & | I Arafdo
farerATe aIoTRepT aEATEATART HATRAT el SATaH
ATEITH] FATT TAT HATFH T ATGTF GRS
afed qoaree MEaHT Yidaad J97 9 TWH B |

3 g CEIRRT fHar

AT AT bl Uhkkd fHEeH R0WY FMER
oAb GrAde TodTdd TSTbl JATThTHT
FAA FAT AAAAAT (AR foqamiia yE Jae
qied e AR AR HaRe FEeedT diaiq
Tod TRUST T | Ik ATATGS SAFAT TEHT qET
UEFesd] oAl AAEGF T a9l FREAREH
FHAT FGUHT ATATAATH FH FHANES IR
e fafae SFFTEe TTET AT AML/CFT AT
gfqerear faafaa soar gawa T TRUE 3 |

F. HEE JE1E9H g

AT 9 QAo ¥ AEIHd  qa<dTad
faarrer fawria @ wewr afed @ T
FHAT a1 Gfaar afafq 7o AT g | g
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gfqeqdl g Far gaTeedl TUEARHT AT e
Sepepl FATd faRa ¥ UNIqET AIE G
Hecdqul qiHET Ted qoes AR T4 367 q47
qiafaeead T T (Technology Friendly) HIHA
ANT YUh  ATAER AT TR JAEwhl
TR, gear, fasiefidares Jagd = 5@
T B | TET ATET FHATGR] HI FHLA]
TFAT HARATTHTA AT ATl T IHTeears bl
quaThe @eft dar faaeft arferm &2 emeeeest
T | ANTHI [TAesHT Fqcashl Awaire qard d=
%ﬂﬁf JHIT bl Eff T Succession Plan TIR T
F TEIEHT T | Ahebl 8T T T HHARIEEHT
IR T FHYR @il &g T el HH T
T el FEATT JROMEB! STNT AT TRHT PBI
(Performance Based Incentive) ATAAT  FTATAATA
TPRIHF TAT TP Teqd TH &f | 79t
FHATINES T %?T Banking Operations, Tl ?'l"TI_"ﬁ,
S1ICE P, Trade Finance, Cash & Bank
Transaction, Accounting Manual ST&T ATIRHT aﬁﬁ
faoaesar afqard soar arfew fewr 9 #rear

YGTgd 9T Teehl 3 |

. GTAEIE IaRarad

dehel FEIWTT FTHTISIS JORaracd dreredr =i
fRAfor T8 PrAT=ATA AT 7o A
SALEIIE A=A AU BfeaTel, IThard
FTHHE, HEAT FICHIEIT  GEEET  BrAh,
fo=T ot Aferd @Te gER FEHA, aenited
Med FEHHA, S ARMNE  GHEHME, qGEd
ATAAFEEATS TedNT TAT fAATTHTT THFIATE
afques faemera 9o qfaaiEr gednn awn
ST FRAFHHAEE oo T qIT AT TRIThT
FRIFHEEHT FEANT T ATTET T | T 0 ]
fder awifo S g7 AAEE TF ghrerd
T 99 o A= @9 T I9 ORI TR
AMT 99 AT T ANTHI [GHEEHAT AR
SRS Ak TAFRTT 5l AME T@ra
faeare fedrsT =E=g |




ERRESINGEENIEE]

AT TR FIMET FAT AT JoaTed AT
T ¥F FAEIE giqag WA | g FENd
QEA  FHEAAT AREYAEER qU qRured
TMRATTHT & | AT I Sebebl (a9 STHITTH
AT AT THIS TS T oA Atqgig T
qh HEH FMATH @ | F=oATelF AR FILBE
JaT FHATIEES  FATT I SAepaTd  AlBUR
AR Gl FaEEdl U G e
3 | faeaiiea Sty saaama ¥ anfdes afafafuezet
ATIRHAT  ATARE (AT GUTAT AT A
THETH  FAEAAATS qHT AU ST FIE
TATIS ANTTRT G | Aehebl ATV HTA ATLATATS
T T, AR A H1IH T T =T
JUITSATETE THTERTE ST T AT (O JepaTelrs
AT F, AEANTATHA®, TRELH T AlqerHar
TS oIS (AR HIded <@ FHIH

JrATT TS T BT AT TRTHT |
Q) «ErIqEr fAfa
1. AR TFarared ERISEd
T T 9ETE SATedr e

fawmira gH@, fA8eo qar sy faamr ge @fee

(R wHERr qar gl qfufa

A7 <o fashe gran ERIERd
AT gfeemor qerar qE
THE FIARRI ATdehd T
feramirar v, F=ra @@ faam T

[T IH@, AEE SAaedTad (q9nT BE2 I

(}) ifew sgaem afafa

off R TS T LRISED
1. TSI faerare qeq I
faari gq@, saver faamT L]

[N 9@, SiifEH e [g9nT 98& gfad

(¥) et EreRor fraRer Sy afafa
AT gfeemor qerar BRIEE
o7 R 9T F& Ia

THE I Adehd
framir yH@, (@« 008 FFaa e 95 afad
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. Jd@TIRIETHH R

I WERF! ¥ Ffqerd R @MHE Tedl
gATl HeTol@l RI&Thebl hraTadehl gereel e
T YA TE A% I<h HIATAAET AWTIRIE S
frafeRept TfT oRTHET AT &7 A1 FrEradw i
0% /09 /90 AR T FHIGTH THA UTHAHE
HTedT ¥ FU. A qadarg aaTaRieTs Mg T
WA YT HUHl §aT FoATaA® ArAfdel o
FHIITH oM.F. 004/ KFH F@IIET TH (90,
AR ey, (90 g8t &frelr 7 fqu s
Tl JAFATE & Y,00,000/~ (FeIAT i= TG
HTH) 1 A (VTS dTadh) TRATHE o TR0 A
SHTHl STFAT ¥, 94,00,000/- (FEAUT T=d ATG
HTA) (VT dTaeh) AThTAl fa= T (Haeh Tl gat
ATkl FHAT T fargT gearT TEE |

T A Y ATIRI FATH T HTATEaT

TT FUHl AR FHTAT  FEHHT 9EREHr
TETTATIESA Ahells A &l TTeqel TATS T
AT faq 9UHT faiq= Hecaqu ¥R T Hodla
FHHT. FATEIT TR | STAREAT HETAATa Tehehl
USIIY HTe IS ool dlebebl BaHT TS
O FHIMHT SE fa WURMT ATF. 00¥ /9 HT
99, FTTTAAT TR 004 T HATTAT 94.%5
TSI IR B | AT R09% /94 FT FATY FATTHT
NPA 3.3 JTTeTd TEHMT 3004 TIT HHTIHAT ?.0%
gfqeTaHT BT AR AUHT G |

SEAT BT FHAREEER HE dHar J91 qT
faeprerar stfvwalg T aw fae e faq errger
HEAATAEEd  [aq AUH HTEH ATAR sl
JATIHE AT HATAERA dATieqd 41 Aa faeprd
qEEred] FAFHH TS AR B |

S ATRAT A aRREEdeT GARHT TR
BT TRATI IR IAHA ARGl HET A e
qHT T AGbH] FAET Sk FoATAR  ATAT
SR TEH B | dhard STIREH] FETTATIEedTs
(ST TvaT AT IARA G T §F JooTelh
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atafq aea gaeefier e FERT A RIS
e |

T, TILITGTHT U ETHT

TH AFAT R0 A R A TH@  FEF
AfeseaT (I 9% ¥ 9 HTIEE T T 309%
T 99 TAATE FARTT FANUHT A TAR AT
STEe T Fehebl SeATTHT TATSTHUHT FRTGTAET
AT e gerare fod =mewg | 9 FEER
AT FOARIGY  ATIFIATe FEAH TFEAH THE
FHFN] ATTRAH! [STFHART Y& TRUH BRI
FHA ATARRT RIS =67 |

T, g qETg 9T
oeTaT, quTe de fatgas gfa favamm W e
AU ARG HETTHIE8S, JEd HelTHTass,
Fepebr feq qar ywifqerr @it @Rt e foq
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fadros @re, "uter faae fafraa aer fqtade
T AfTAEE, bl faPTEAT AFAR qRHH T
SheT GFIU FHATRIES, a1 ST T Gel al
URTET TUHT AT eba fed WitAUeT HE o g
FAT FAFRATATEEATS BTGk dwaaTg 9 Ty |
ATTHT [GTEHT 9iF Teleware e q9hTd, TeanT
T AT IS ATLAT TCHT G | e a7 Uiy
SHfeFg JaTRT AT ATV STREAT HETAHTTEETE
Staa yfawer faeed dw dea BRamefia @

giqegdr &ah Teg |

PREIE!

g=oTeAeh FrAfaH! THRATS,
EISCEIRIEERN

qAE

fafa: 0. /09/33



FHAT U, R0%3 (qfeat FINET 009Y) FI THT §0R THINH FoAT@S AATAH! TAAGTH IeoiE & T
foaRurEedr st JerTa faavor

q. famra S FRERS! feeraseT FRIARDB! TG T G AP THbT F=TAT Eebl

FoATAE AATAH! Giqaaadl g1 7. q A O
FUERT FREATRDT THTEAT AT Feeld TR |
. uieg qun FwRingg  aikfefaare weer
FRIGRETE B G G AT A I,
FATAS FHITR Jiaaadedl dal 7. 3 A Jeadd
TRRTeT |

. 9iqaET TAR woH fafaee =T aver SuatE T
HTHT T T FRMPT GHAHHT GoaTed QAT
R

F=ATAS  FHTHl Fiqdadhl g1 7. 3 el
T |

. PSR AANRE AT AGAAF T
FATAF AAIAHT IIqaGTH FaT 7. ¥ AT Il
TRTHT |

. oA QATTAT TP TTDBL T et FRA
F=ATAE TR Gfqaadhl Jar 7. 4 A I
TTReTeT |

. FRERATE G I H&T FIET

FoATAE AR IqaGTH & 7. § Al I
TR |

. AEEAAT IRTETE f IREAT SwE W @
SR q=aTaS QrAfcaep! Fiaear

=A% TR Giqaaehl dar §. © Al I
TTRRTeT |

. ATHIYT Aiehie T4 fawiear TRusr @H
THTET TYHT ATHIT F(SHIS TH (AT TThT
Eoll

. YR SR TR T SR TP AR G, TN
PIRH ATehT o, AN NI AR ST M
W TIT FFAA T RSP FTHT IHH T A
AT TR TG A TR oy 1@ e o
TRET THH qAT SRS TP AR q19a A Reai
TP ¢ et fawor

TQUTET TTAT B AR TR TR G |

Q0. T AP THAT HFAT T TAH! FETIH FHAIH

%M.

)R

1’

9¥

Q.

1%

feafaet TRmEseT

Sehepl A IT TETTF FEIAT S |

FEA T TAGH GEAF FHAA AMGS qEAT
TP TRH THE FRAARES T T AATIAT FHATB
FRIARAT ATTH A TEAIU qRacT

b ATTF TTHT G TRH THE FREAR T
feraror o or@r FeeadT faeRurer e qeE | Sehehl
& Ui FETIF FEAT S |

A AMMhE qEAT FAIBT AT AEAA
FIAETE SIS TRITHT AR

Hel TR |

T i qYWT FET  gouied qdl
TREREed USRS @il fqaRer I
FEP NI FRARAT 58S T W@l AT |
AT (AeTEeaTe FR e TR TR ST

Fel TR |

LT A qAT FEAET T TRRIAEST

T FouAeE A o AuER AdEREeH
AT TR TRAT ST TG ATTHIIBT
SRR

T THERET F TERIAT THTHT |

FHAA ATRAT AR AR GG TRPT T qHY
ATRAT TR GAT BT BT, T AT G
T Sfpd Ao T AN TR GG AT P
HATA! TR IHH

Fel ATTH |

T AP THBT A ATSAIT APl (a0

T AR TP T ATATIH Gl [qax0 8T
FHINTH TEH B

FHATT G ¥ 39%¥5,530¥5% /-

A g ¥ %05,%0%,953/-

ST T, RO 03V3%R /-
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9z.

R®R.

AGTIAL FRATTHT TEETP! ATHEA!, Hoteee
T R iiestie, S qor gfder, @ afvfae
TR FW PFRAES @R T QO qafasr &
o1 fegar we A @ fErer

BTl SIehebl A@TIIETIT AT AETRIETRT ATHTEA:
q. 1. JHTHI [garaTet, g=aATedeh

- FAT®
3. T T yAIE FATeAl, AT d - 98
3. o7 RraR™ My _ geoy gfag

o1 afafaar @ganil g=arcdasds Yoid ToHw]
AT TSF AT A9 5. ¥,000 /-7 I reraelrs
¥ 9900/- YR T AT G | THE FEARRI
qlgekd IUMEIT ATAT & 3,000/, AT JHE
FHFEN AldRd IAIT HTHT ¥, 9 Y00/ - FETAH
THE FEFERT A ITad JUAT 5. 9300/- T
& Yaeds JUeqd HUAT . 4,900/ Y& I
AT I TEehl G |

TGTINETT ATHTTT cfehebl TTETES qAT fTATTESET
AR A@TIIAT  Jiqaed I SARA T
freem feq e | Taer @y afafqer Swdr
St erafuer faxir feafq qor gofaer aien
aff T I | ATEA A@TIIAT AT AITA I
Sepepl UL gfqaad S 9H ARSI
MEY T e HHad AUHT FEhl fawia qied
=TT IHTaerg AHENT TRIST TEe, |
oA, TaHE oI, FAGNK THE FHAH
AT AT a1 Aot AAfSpept ATAQIR At
fAeT ST W@ ®H, FAT AT GAleA dET
FEAATS FY THH RIS qiebr ¢ A F
Fel TR |

oo, qHF qodAIdd, FEASA TE@ qqr
TRITEEATS SThTAT TRUPT qUHHE, ST T
gfeer WA

qoaTd®, Jeedeh AodTddh, AR THE  qq
TRTIFRIE ST STTRTHT TIRURT JTeTHeE, T qgT
AT TR BT THITH T8l G |

q. AL TAT T=oATeAP

AT ATAIART AT T goATdh  ATHIqRT
YITIETATS A& T AT9d Yid a5F &, ¥,000 /-
AT T HAE B | FoATAE ATATAR! TShehl
AMT ATT. R09¥ /9L HT Ik WAl ATIT 3.
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R0,

R

R

3%¥%¥ 900/ GF HUH B | GoATAS FHTH
qAT qIT GEUETAS A5k WAl a8 HFE
¥ 3,000/ THEAH TAAAHT @ T AR Gfaem
M9 FEMHT HITEGF ¥ ¥,000/- (Th d HEATSA
®Iq Fled) T faeel THH @ G&IT T TATH!
T | T, FATAART AT AT GANT AT
gueHT gfd 3% ¥. R00/- GRATET @ Fa T

MRTRT T |

R, FIFNT THE, FFAET a7 AT GEMTFREE
919 R00Y /94 W kbl YHE FAHNET Atdehd
AT Tav JATT Medmrs qdd ar9d €. 3,300,000/~
T AT B W4Q,9R0/- TRI ST F ¥,049,9R0/-
THFH TR TRUST B | AehebT HEAT Frad ¥
I FATATTRT TRTFHEEATS (A JaIF T
TH) 9 T 94T a19d & R3,20% 390 /- qhTAT
TRTRT 7 |
TAREETN ORIAT (el Taepl ATHIH! THH
SRR ¥ [ aTehl Teehl ATHTTH] THH ¥,
0 TG TEH B | ATl AT A(RTAT afebl Taah
SR HETIATIEds AbH q¥IH AET ATl
ATAILT FIHTAT FHT FATT |

. THT ¥ TR FoIfT @A ar forshr TR Fret

feraror

FheATS AFA® T ATRAT GEITAESHl (T
A, FATET A, fdeees gward) @i q9ar
fersnlehl [qaror da e ardardel Aqg=1 ¥.93 Al
EH G |

T @Kg qar fashl T&l gaftdd aeiik Hedoh]
STETTAT Tehebl AT FMEA fafraraareirer qrebeb!
FrATA ddTrT T TRUHT G |

THT I, THITTH TG FFIAT Ao AR PRITRBT
fera=or

A R00Y /S W TG Fhehl HA U FHE
FEA] AR FERT SAHRE TRTSe |

T9 W qOU TEEd FEA THISH qoATAE
hafadr afaSeTH GAST I A BN B
THTRT |

R¥. Y AEIF FAE?

TR |



et oR a8 SfaHT gfae™

TATeAbT gl sieh, ATl b [eATHae 5 A qGHT Fa9T
THE B | A q’RY FfdE 30 T deHTISH faT
forrerar fafa=r aRiE o@kiE 9R T ufeer UE @@,
qad, qiaeqdl TF qcATge faxig FEIIRr FOH
PRamefe feeesdr 3 |

T Jpe! e gfea afgaarsr SR

FIAT WRUS Al odT ¥ wfder faeprrer araRTg
TERT FHALATHT T T Sebel F9THT SATebg TOMCATHT
AT AT [GGATTHT B | TF el ATHHT LTI
TATHT FRE I TUHTFH FeA bl THA BT
frafe 79 Tedaw FEr dRadddE WO
e TRIHT @ | Tl qeg Ufqeias AtHeRT
g AMIAATHT TR AT ATE TS T
T FAT FRANTARIHT oAby Traam JTART T Bl
faepTe T AfaRe AT ATGTRIT G | 397 [hrere
el ATIREFT TTUT TehT ATURIBI, SATIR GG
faear, g aTdel g9 ¥ A9Tel Addeehl
TUFATT G |

SRS [ qRgAFee

Tq AMIE FT R00¥ /9 AT EEA WU A
AL TE IAESHF el (O qRgaFesel sehepl
IRAATATS QTR G | debel T T Febebl oo
foiar s qar TR dfey iatataere awer
RG], ATAMIA, FHAN Tad FHU  AHRATAT
T FFRICHE Il I TR g | favrq R 39T
i ArreT foraRor 19 T 9f T S 3094 droEE
HTSRET Af>aq ATFITHT HHT L ATHTLT FTaqRor e
FALATHT [ThT |

TP TR TS HwRar
fa g 30us Irer A9EHT WA AT GIIRO FH T

T BT TG Aebel AGHT % T FAATT (9.8, 063
T AFTAT T ATHT L YL AT AR ATEROT FAT T

THHAT AT T e¥h a¥ 9h HIATs  eeRdr
fogwedl & | 78 T UHWER Shdr SETaiE
FIAATS GHT FHTAT 5 GF TS ATSEH G |

qetas TATET

dpor wfY® AT J00¥ /Gy W F 3 F ) AW
gz HATHN A TWH G | A9d o [dtAeed a9
TFReH qad UqeTidsd Juaied aiee T a9 A AT
HATHT AT THT Sheweh] AeH ATHATe ATATRHHAT
IHATST THA TUH G | G, oA ATT. 004 /%
PN TN TTAGH FRT T A % B @& HATH
(FGTIRIETTT FHTF) IGUHT i TS =T ATTdE
B |

WHFR T et far Qe

TIA FIHR ¥ FAATIRIH] [AST-TRPT TR
STEATTHT TUTA AIHRET ¥ 0 GIALTT T FAATATRITHT §O
gfeqeTd TerT fa=rel srafaer I aaarar afeadd
ET BT TUTA AR Y T AT FEAGTTRTRT
¥& gfaerd 9 fewwr @ @ A S TRt IS
B %, & 74 5 FRIS Tl G, I [aard g o
gATCHE Gy

foRTd 3 Tk M@ HUMCHE el TSI T ATH
FUING gATCHE HE hel SHISIHY ATH. J09¥ /94
AT E Q¥ A9 {3 HS, ISl TATAArH AT 99,39
qiTeTd QBT =T ATA. T SIS THGHT FA TS
P TR AT &L FE T ISl qIqdT d9d 425
gfqeTd e B |

G HAT FATH [agHT

fa & 040 1 TIHAT Sk HATITITHT I@T TR
QAT ATF T AT FAT oAb FodATeAT
T bl @A ol AITA &0 FAeTAR! ERTETLHAT
TAThT FETATATGT SFEAT T | TP PRI SheATS
AT JUISTHT AT Ao fquesr faar |
faRTerT @RI SawaTaTe AMAUHT AF AT 094 /0%
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T AT TAATIHT ATSINET Tl HSITHT @S Bl AT
R.9¥ giqerd & Ie@Hd Gl BTEe Tl T |

APAE T TG AT (¢ AEHATS (FTATHA A4

T QU TG [ETTERAT T 9% BWReRT ERTETAT el
AIEFT YeFes EH B | MeaTsaesard 00%
HTATIT Q0 TAFT R0 &9 @9 Y od MaT ebeld
TRUH B T T 40 b eRTERHAT FHoll JaTe TUh
T | TG Abel ATHT Y TG 9T T&l YTEFeaATs
F FOAT Afehy AT IUAT TRIIS ATTHT T | SAebed
fosht, T A€ (@TAITAF) FA, AINTE AT FIET
TR AT Sfby AT, TR RRTAT, ATHIIE GReT
T FﬂﬂTUT, ATM @_GIT, Mobile Banking, A a/ Fﬁ'ﬂ?‘f
HELA [aed ThTAl T, AR @l FRIER, FHaa=
TSR |

LT AT AT T IS

FISHTSIH] g ASHATE ATy HRIAR & TH TH
Sl TITHTHT WMEX, ATIMNE Feges qAT FH TP
FAREEHT THT ATHT AT G5 [qEAR T HAbh
%q foTecTe® THaT BT 989 WMETET FoaTaTHl TEH
T | Self Help Banking #=Td 0&q ATAHAT 30 adT
ATM F=aTATHT TEHHAT 81 Sch STl Jig 9% &
cq e ATM WIhd qU Enad dfeg Far yae
TS IATEIEHTHT T TTHT ATIHAT ATM F&IT 4R
T Sk a1 (88 Seoaqg germr famr ey |
[T o= WUH EEedrs TRl T HAAT
AT TRITATHT ATIRHAT FHA IT M@ FoATeA
foear weeEdl T | WETT A I aremr
AT Proactive TTHT §T-IRTSTHT TAAY [THTAZHHT QT
FoATAT T ATH ARTRPEehT AT by JaT JaTT
MRS B |

A A 2 A e Sfpwasn

THAT UTEFEEATE ATehgepl FHET (THITHT T Shel BTA
HfeFg TR U AATLHF Fatd AT ITHEE
TR d g=Add JaTes JT9AT VISA dfed ufeuy, Sfae
FTE, Uiar== dfby, AIaTed dihs, gradde dikhy, fad
RTAT AT, ATASE FATHAT $-[dh(cs TAT ATTITR
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M Tiwari & Associates
Chartered Accountants

KIRTIPUR MUNICIPALITY -1
TYANLA, P.O. Box 12136
KATHMANDU, NEPAL

Tel: 4331060 Mob:9861583579

pyc@nte.net.np

f PYC & ASSOCIATES

yanendra & Associates
Chartered Accountants

G.P.O. BOX : 9402, New Plaza Marg-46
Putalisadak, Kathmandu, Nepal
Tel : +377-1-4416064

G.P.O. Box 12437,0pp. Kumari Bank,
Putalisadak, Kathmandu,
Phone:+9771 4444009, +97714416222,
Fax: +97714436537 Email:

Email : gaa com.np
Website : ww aa.com.np

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS

OF

Nepal Bank Limited
Dharmapath, Kathmandu

Report on the Financial Statement

We have audited the accompanying Financial
Statement of Nepal Bank Limited (the Bank)
which comprises of Statement of Financial
Position as on Ashadh 32, 2075 (July 16,
2018), Statement of Profit or Loss Account,
Statement of Changes in Equity, Statement
of Cash Flows and Statement of Changes in
Other Comprehensive Income for the year
ended Ashadh 32, 2075 (July 16, 2018) and
Notes to the Financial Statements prepared in
accordance with Nepal Financial Reporting
Standards (NFRS). Preparation of these
financial statements is the responsibility of the
Bank’s management. Our responsibility is to
express an opinion on these financial statements
based on our audit.

Management’s Responsibility for the
Financial Statements

Management is responsible for the preparation
and presentation of these financial statements
as per the Nepal Financial Reporting Standards
and regulatory requirements, if any. This
responsibility also includes the maintenance
of adequate accounting records in accordance
with the provision of the Act for safeguarding
of the assets of the bank and for preventing and
detecting the frauds and other irregularities;
selection and application of appropriate
accounting policies; making judgments and
estimates that are reasonable and prudent; and
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design, implementation and maintenance of
internal financial control, that were operating
effectively for ensuring the accuracy and
completeness of the accounting records, relevant
to the preparation and presentation of the
financial statements that give a true and fair
view and are free from material misstatement,
whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion
on these financial statements based on our
audit. We conducted our audit in accordance
with Nepal Standards on Auditing. Those
Standards require that we comply with ethical
requirements and plan and perform the audit
to obtain reasonable assurance about whether
the financial statements are free of material
misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. The
procedures selected depend on the auditor’s
judgment, including the assessment of the
risks of material misstatement of the financial
statements, whether due to fraud or error. In
making those risk assessments, the auditors
consider internal control relevant to the
entity’s preparation of the financial statements
that give true and fair view in order to design
audit procedures that are appropriate in the
circumstances but not for the purpose of



expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes
evaluating the appropriateness of accounting
policies used and the reasonableness of the
accounting estimates made by the management,
as well as evaluating the overall presentation of
the financial statements.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide
a basis for our audit opinion on the financial
statements.

Opinion on the Financial Statements

In our opinion and to the best of our information
and according to the explanations given to us,
the said financial statements referred to above,
read together with the notes attached thereon
give a true and fair view in all material respects
of the financial position of the Bank as on
Ashadh 32, 2075 (July 16, 2018), and of the
results of its financial performances, statement
of changes in equity and its cash flows for
the year then ended in accordance with Nepal
Financial Reporting Standards with necessary
adjustments being made as per Carve-Outs in
NFRS with Alternative Treatments issued by
The Institute of Chartered Accountants of Nepal
and are in compliance with the prevailing laws
and Companies Act, 2063, Banks and Financial
Institution Act, 2073 and Nepal Rastra Bank
Directives.

Other Matter Paragraph

1. As included in note 4.16 of financial
statements on Ashadh 32, 2075, total
unreconciled inter branch balance is Rs.
639,114,833(Debit). But, as per the records
of Inter Branch Transaction Department,
cumulative unreconciled balance is Rs.
2,841,092,854.67 (creditbalance). Therefore,
there is difference of Rs. 3,480,207,687
between the balance amount as shown in
the financial statements and those shown by
Inter Branch Transaction Department. In the
absence of timely reconciliation and ageing
schedule of outstanding balances, we were
unable to determine the resultant effects in
the Statement of Financial Position.

2. The Bank has not adequately maintained
details of its fixed assets of head office and
branch offices. The Bank also has neither
carried out fixed assets verification nor has
reconciled the fixed assets as presented in the
books of account with individual details of
head office and branch offices. Book value
of property and equipment as on Ashadh 32,
2075 is Rs. 11,638,330,831. The Bank has
calculated and charged depreciation on such
assets, excluding land, based on the method
specified in Schedule 2 of Income Act,
2058. Calculation of depreciation based on
such method is not in accordance with NAS
16, “Property, Plant and Equipment."

3. The Bank has accounted all its income and
expenses under accrual basis of accounting.
Bank has not recognized accrued interest
income from loans and advances that are
overdue for more than 180 days.

4. Balance of Retained Earnings as on Ashadh
32,20751s(437,190,857). Out of the balance
amount, amount of Rs. 1,197,874,084 is
related to special reserve maintained as
per the requirement of Nepal Rastra Bank.
Amount in such special reserve has been
restricted for distribution as dividend to
shareholders.

5. Fair value loss on investment as on the
reporting date has been recognized in
the Statement of Profit or Loss instead
of being presented in the Statement of
Other Comprehensive Income. This is
not consistent with the accounting policy
adopted by the Bank.

Report on other legal and regulatory
requirement

On examination of the financial statements as
aforesaid, we report that:

We have obtained information and explanations
asked for, which, to the best of our knowledge
and belief, were necessary for the purpose of
our audit.

In our opinion, the statement of financial
position, the statement of profit or loss, the
statement of other comprehensive income, the
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statement of cash flow, the statement of changes
in equity prepared in the format prescribed by
Nepal Rastra Bank, are in agreement with the
books of account of the Bank; and proper books
of account as required by law have been kept
by the Bank.

In our opinion, so far as appeared from our
examination of the books, the Bank has
maintained adequate capital funds and adequate
provisions for possible impairment of assets in
accordance with the directives of Nepal Rastra
Bank.

The Bank has made adequate regulatory
adjustments from its retained earnings as per
the Directive 4 of Unified Directives 2075 of

Nepal Rastra Bank.

The operation of the Bank is within its
jurisdiction.

In our opinion and to the best of our information
and according to the explanations given to
us and from our examination of the books of
account of the Bank, we have not come across
the cases where the Board of Directors or any
member thereof or any employee of the Bank
has acted deliberately contrary to the provisions
of the law relating to accounts or caused loss
or damage to the Bank or acted in a manner to
jeopardize the interest and security of the Bank,
its depositors and investors.

Murali Dhar Tiwari, FCA

Yuddha Raj Oli, FCA

Gyanendra Subedi, FCA

Proprietor Partner Proprietor
M. Tiwari & Associates PYC & Associates Gyanendra & Associates
Chartered Accountants Chartered Accountants Chartered Accountants

Date: 29th Poush, 2075
Place: Kathmandu
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Statement of Financial Position
As at 32nd Ashad 2075 (16 July 2018)

+Wiurd dep iMAES
NEPAL BANK LIMITED

Figures in NPR
As at Restated* Restated*
Note As at As at
32nd Ashad 2075
e Ash 31st Ashad 2074 1st Shrawan 2073
ASSETS
Cash and cash equivalents 4.1 5,780,881,927 5,489,373,760 9,599,847,566
Due from Nepal Rastra Bank 4.2 6,283,655,201 13,388,539,845 10,919,796,322
Placement with Bank and Financial Institutions 43 2,965,493,254 3,074,020,297 -
Derivative Financial Instruments 4.4 18,628,000 40,718,665 -
Other Trading Assets 4.5 - - -
Loans and advances to B/FIs 4.6 2,739,470,887 2,167,565,223 1,823,085,000
Loans and advances to customers 4.7 75,556,510,557 71,018,216,293 60,923,921,725
Investment securities 4.8 16,247,773,730 16,119,498,548 17,989,268,156
Current tax assets 4.9 521,831,458 590,466,512 674,400,329
Investment in subsidiaries 4.10 - - -
Investment in associates 4.11 - - -
Investment property 4.12 87,007,182 120,183,475 143,432,215
Property and Equipment 4.13 11,638,330,831 11,546,826,970 11,577,661,378
Goodwill and Intangible assets 4.14 14,244,254 16,798,309 10,568,441
Deferred Tax Assets 4.15 - - -
Other assets 4.16 11,613,373,760 6,653,910,873 6,426,809,921
Total Assets 133,467,201,041 130,226,118,770 120,088,791,053
As at Restated* Restated*
Note As at As at
32nd Ashad 2075
i 31st Ashad 2074 1st Shrawan 2073
Liabilities
Due to Bank and Financial Institutions 4.17 290,652,430 235,385,709 115,211,288
Due to Nepal Ratsra Bank 4.18 34,524,946 12,495,000 -
Derivative Financial Instrument 4.19 - - -
Deposits from customers 4.20 99,540,725,763 93,708,628,543 89,294,807,485
Borrowings 4.21 109,500,000 - -
Current Tax Liabilities 4.9 - - -
Provisions 422 63,277,906 16,958,858 161,843,013
Deferred Tax Liabilities 4.15 3,226,453,306 4,703,099,228 4,323,859,618
Other liabilities 4.23 7.230,072,524 8,475,516,073 8,727,399,628
Debt securities issued 4.24 - - -
bordi d Liabilities 4.25 - - -
Total liabilities 110,495,206,875 107,152,083,411 102,623,121,031
[Equity
Share Capital 4.26 8,042,662,200 8,042,662,200 6,465,001,800
Share Premium 132,836,801 132,836,801 90,551,535
Retained Earnings (437,190,857) (2,234,912,861) (5,046,137,696)
Reserves 4.27 15,233,686,022 17,133,449,220 15,956,254,383
Total equity attributable to equity holders 22,971,994,166 23,074,035,359 17,465,670,021
Non-controlling interest
Total Equity 22,971,994,166 23,074,035,359 17,465,670,021
Total Liabilities and Equity 133,467,201,041 130,226,118,770 120,088,791,053
Contingent Liabilities and commitment 4.28 16,283,933,969 12,083,797,778 11,772,535,251
[Net Assets Value Per share 286 287 270
The accompanying notes are integral part of these financial statements. As per our report of even date
Board of Directors
Durga Raj Regmi Devendra Pratap Shah Chairman  Basudev Adhikari CA Murali Dhar Tiwari
Deputy Chief Executive Officer (Expert) Chief Executive Officer Properitor
M Tiwari & Associates
Chartered Accountant
Member Harisharan Pudasaini
Shiva Ram Mishra Raju Nath Khanal CA Yuddha Raj Oli
Chief Manager Deputy Chief Executive Offier . Partner
Member Dipendra Bikram Thapa PYC & Associates
Chartered Accountants
Member Dr. Umakanta Silwal
CA Gyanendra Subedi
Date: 2075-09-29 Properitor
Place: Kathmandu, Nepal Gyanendra & Associates
Chartered Accountant
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 NEPAL BANK LIMITED

Statement of Profit or Loss
for the year ended 32nd Ashad 2075 (16 July 2018)

Figures in NPR
Note Year ended Yl::it::l‘::i
32nd Ashad 2075 315t Ashad 2074
Interest income 429 9,229,436,342 7,431,929,715
Interest expense 4.30 2,841,690,284 1,728,360,491
Net interest income 6,387,746,058 5,703,569,224
Fees and commission income 431 983,019,526 723,129,644
Fees and commission expense 4.32 76,759,413 68,922,977
Net fee and commission income 906,260,113 654,206,667
Net interest and commission income 7,294,006,171 6,357,775,891
Net trading income 433 207,280,807 144,780,554
Other operating income 4.34 18,892,336 (340,372,782)
Total operating income 7,520,179,314 6,162,183,663
Impairment charge/(reversal) for loans and other losses 4.35 (86,340,530) 359,059,540
Net operating income 7,606,519,844 5,803,124,124
Operating expense
Personnel expenses 4.36 2,148,830,486 2,167,746,871
Other Operating expenses 437 511,317,311 615,222,598
Depreciation and Amortisation 4.38 97,589,472 92,408,947
Operating Profit 4,848,782,576 2,927,745,706
Non operating Income 4.39 81,894,914 341,021,051
Non operating expense 4.40 202,257 392,773
Profit before income tax 4,930,475,233 3,268,373,985
Income tax expense 441
Current Tax 1,479,489,582 1,336,212,238
Deferred Tax 235,303,667 185,037,968
Profit for the period 3,215,681,985 1,747,123,778
Profit attributable to:
Equity holders of the Bank 3,215,681,985 1,747,123,778
Non-controlling interests - -
Profit for the period 3,215,681,985 1,747,123,778
Earnings Per Share (EPS)
Basic EPS 39.98 21.72
Diluted EPS 39.98 21.72
The accompanying notes are integral part of these financial statements. As per our report of even date
Board of Directors
CA Murali Dhar Tiwari
Properitor
............................................................................................... M Tiwari & Associates
Durga Raj Regmi Devendra Pratap Shah Chairman Basudev Adhikari Chartered Accountant
Deputy Chief Executive Officer (Expert) Chief Executive Officer
Member Harisharan Pudasaini CA Yuddha Raj Oli
Partner
.............................. PYC & Associates
Shiva Ram Mishra Raju Nath Khanal Chartered Accountants
Chief Manager Deputy Chief Executive Offier
Member Dipendra Bikram Thapa
CA Gyanendra Subedi
Date: 2075-09-29 e Properitor
Place: Kathmandu, Nepal Member Dr. Umakanta Silwal Gyanendra & Associates
Chartered Accountant
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Statement of Other Comprehensive Income

i f'-‘ '-. rq E
PAL BANK LIMITED

T —

for the year ended 32nd Ashad 2075 (16 July 2018)

Figures in NPR
Note Year ended ]izs:::::d
32nd Ashad 75 31st Ashad T4

Profit for the year 3,215,681,984.75 1,747,123,778.48
Other Comprehensive Income, net of income tax
a Items that will not be reclassified to Profit or Loss

Gains / (Losses) from investment in equity instruments measured at fair value (3,059,173,686.68) 3,627,025,565.00

Gains / (Losses) on revaluation

Actuarial Gains / (Losses) on defined benefit plans (1,970,499,081.00) (1,191,528,029.00)

Income tax relating to above items 1,508,901,830.30 (730,649,260.80),
Net other Comprehensive Income that will not be reclassified to Profit or Loss (3,520,770,937.38) 1,704,848,275.20
b Items that are or may be reclassified to Profit or Loss

Gains (Losses) on cash flow hedge - -

Exchange gains (Losses) arising from translationg financial assets of foreign operation - -

Income tax relating to above items - -

Reclassify to Profit or Loss - -
Net other Comprehensive Income that are or may be reclassified to Profit or Loss - -
¢ Share of other comprehensive income of associate accounted as per equited method - -
Other Comprehensive income for the year, net of income tax (3,520,770,937.38) 1,704,848,275.20
Total Comprehensive income for the year (305,088,952.63) 3,451,972,053.68
Total Comprehensive income attributable to:

Equity shareholder of the bank (305,088,952.63) 3,451,972,053.68

Non controlling interest - -
Total Comprehensive income for the period (305,088,952.63) 3,451,972,053.68

The accompanying notes are integral part of these financial statements.

Durga Raj Regmi Devendra Pratap Shah
Deputy Chief Executive Officer (Expert) Chief Executive Officer
Shiva Ram Mishra Raju Nath Khanal
Chief Manager Deputy Chief Executive Offier

Date: 2075-09-29
Place: Kathmandu, Nepal

Board of Directors

Chairman

Member

Member

Member

As per our report of even date

Dr. Umakanta Silwal

CA Murali Dhar Tiwari
Properitor
M Tiwari & Associates
Chartered Accountant

CA Yuddha Raj Oli

Partner

PYC & Associates
Chartered Accountants

CA Gyanendra Subedi

Properitor

Gyanendra & Associates
Chartered Accountant
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Statement of Cash Flows
for the year ended 32nd Ashad 2075 (16 July 2018)

Figures in NPR

Particulars

Year ended
32nd Ashad 2075

Restated*
Year ended
31st Ashad 2074

(CASH FLOWS FROM OPERATING ACTIVITIES
Interest received

Fees and other income received

Dividend received

Receipts from other operating activities

Interest paid

[Commission and fees paid

(Cash payment to employees

Other expense paid

9,139,941,793
982,898,834

296,300,580
(2,841,665,084),
(76,759,413),
(2.815,894,626),
(465.,375,189))

7.322,474,419
723,129,644

425,214,057
(1,728,360.,491)|
(68.922,977))
(2,781,007,794)|
(502,952,690)|

Operating cash flows before changes in operating assets and liabilities

4,219,446,894

3,389,574,167

(Increase)/Decrease in operating assets

[Due from Nepal Rastra Bank

[Placement with Bank and Financial Institutions
Other trading assets

Loans and advances to bank and financial institutions
Loans and advances to customers

Other assets

7,104,884,644
108,527,044
(577,682.489)|
(4,397,100,765),
(4,890,390,007))

(2.468,743,523)|
(3,074,020,297)|
(347,959,821)|
(10,187.879,029)|
(621,825,071)|

Increase/(Decrease) in operating liabilities

[Due to bank and financial institutions 55,266,721 120,174,421
Due to Nepal Rastra Bank 22,029,946 12,495,000
[Deposit from customers 5,832,097,220 4,413,821,058
[Borrowings 109,500,000 -
Other liabilities (2.413.762,050) (822,155.690))
Net cash flow from operating activities before tax paid 5,172,817,159 (9.,586,518,785)
Income taxes paid (1.340,000.000) (1.140.000,000)
[Net cash flow from operating activities 3,832,817,159 (10,726,518,785)

(CASH FLOW FROM INVESTING ACTIVITIES
Purchase of investment securities

Receipts from sale of investment securities
Purchase of property and equipment

Receipt from the sale of property and equipment
| Acquisition of intangible assets

Receipt from the sale of intangible assets
Purchase of investment properties

Receipt from the sale of investment properties
Interest received

Dividend received

(3.862,607,971),
481,443,446
(216,612,281))

(1,536,625),

48,172,616

9,831,821

3,752,619,593
1,190,750,390
(112,355,406)|

(10,170,000)|

164,154,034

11,100,702

Net cash used in investing activities

(3,541,308,993)|

4,996,099,313

CASH FLOWS FROM FINANCING ACTIVITIES
Receipt from issue of debt securities

Repayment of debt securities

Reciepts from issue of subordinated liabilities
[Repayment of subordinated liability

Receipts from issue of shares

Dividends paid

Interest paid

Other recepit/

1,619,945,666

Net cash from financing activities

1,619,945,666

[Net increase (decrease) in cash and cash equivalents
(Cash and cash equivalents at begening of the period
Effect of excl e rate fluctuations on cash and cash equivalents held

291,508,166
5,489,373,760

(4,110,473,807)|
9,599,847,566

[Cash and cash eﬂnivalents at the end of the period

5,780,881,927

5,489,373,760

The accompanying notes are integral part of these financial statements. As per our report of even date

Board of Directors

Basudev Adhikari CA Murali Dhar Tiwari

................................................................. Chairman
Durga Raj Regmi Devendra Pratap Shah Properitor
Deputy Chief Executive Officer (Expert) Chief Executive Officer M Tiwari & Associates
Chartered Accountant
.......................................................... Member Harisharan Pudasaini
Shiva Ram Mishra RajuNathKhanal e .-
Chief Manager Deputy Chief Executive Offier CA Yuddha Raj Oli
Partner
PYC & Associates
Chartered Accountants
Member Dipendra Bikram Thapa
CA Gyanendra Subedi
Date: 2075-09-29 Properitor
Place: Kathmandu, Nepal e Gyanendra & Associates
Member Dr. Umakanta Silwal Chartered Accountant
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Nepal Bank Ltd.

Notes to the Financial Statements

For the Year ended 32nd Ashadh 2075 (16 July 2018)

Reporting Entity

Nepal Bank Limited (‘the Bank') is a public
company incorporated under the Companies
Act, 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 its Corporate
Office at Dharma path, Kathmandu. Nepal Bank
Limited, the first bank of Nepal was established
in November 15, 1937 A.D (Kartik, 30, 1994). It
was formed under the principle of Joint venture
(Joint venture between govt. & general public).
The bank has been providing banking through
its branch offices in the different geographical
locations of the country. Nepal Bank Limited has
the following objectives:

e Focus on building the positive net worth and
meeting minimum capital requirement over the
coming five years.

e Focus on increasing the customer base and
market share.

e Maximize the potential/efficiency of bank's
staff.

e Focus on minimizing the risk associated with
the business.

e Focus on providing the world class business
solutions.

e Focus on increasing the sustainable profit.

Authorized capital of the Bank is Rs.
10,000,000,000 (100,000,000 shares of Rs. 100
each) out of which Issued and Paid-up capital is
Rs.8, 042,662,200 (80,426,622 shares of Rs.100
each). The shareholder composition of the
Bank(as of 2075-03-32) is as follows.

Ownership Percent

Government of Nepal 62.21%

General Public 37.79%

Total 100%

2

Basis of Preparation

The financial statements of the Bank have been
prepared on accrual basis of accounting except the
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2.1

Cash flow information which is prepared, on a cash
basis, using the direct method. The interest income
is recognized on effective interest rate method.

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

Statement of compliance

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

Up to the year ended 31st Ashadh2074; the Bank
prepared its financial statements in accordance with
the requirements of NRB Directive and applicable
previous GAAP — Nepal Accounting Standard
(NAS) issued by ASB of Nepal. These are the
Bank’s first NFRS adopted financial statements.
The date of transition to NFRS is Ist Shrawan
2073. Refer Note 5.11 for the details of significant
first-time adoption exemptions availed by the Bank
and an explanation of how the transition from
previous GAAP to NFRS has affected the Bank’s
financial position, performance and cash flows.
The financial statements have been prepared on the
going-concern basis.

The Bank has adopted all the NFRS and the
adoption was carried out in accordance with NFRS
1, First Time Adoption of NFRS. Reconciliations
and descriptions of the effect of the transition have
been summarized in Notes that follows.

The Bank presents its statement of financial
position broadly in order of liquidity as per the
format specified in directive 4 of unified directive
2075 issued by NRB.



2.2

2.3
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Reporting period and approval of financial
statements

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

The current year period refers to 1st Shrawan 2074
to 32nd Ashadh2075 as per Nepalese Calendar
corresponding to 16th July 2017 to 16th July 2018
as per English Calendar and corresponding previous
year period is 1st Shrawan 2073 to 31st Ashadh
2074 as per Nepalese Calendar corresponding to
16th July 2016 to 15th July 2017 as per English
calendar.The date of transition to NFRS is 1st
Shrawan 2073.

Nepalese Calendar English Calendar

Current Year 2074/75 2017/18
Previous Year 2073/74 2016/17
) Ist Shrawan 2074 to  16th July 2017 to
Current Year Period
32ndAshadhh 2075  16th July 2018
. . IstShrawan 2073 to  16th July 2016 to
Previous Year Period
31stAshadhh 2074  15th July 2017

The Financial Statements were authorized for
issue by the Board of Directors on 2075-09-29.
The Company prepared its financial statements
in accordance with the requirements of Nepal
Financial Reporting Standards.

Functional and presentation currency

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

Use of Estimates, assumptions and judgments

The preparation of the Bank’s financial statements
requires management to make judgements,
estimates and assumptions that affect the reported
amount of revenues, expenses, assets and liabilities,
and the accompanying disclosures, as well as the
disclosure of contingent liabilities. Management
believes that the estimates used in the preparation
of the financial statements are prudent and
reasonable estimates and underlying assumptions

2.5

2.6
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are reviewed on an ongoing basis.

Information about assumptions, estimates and
judgement used in preparation of financial
statements for 2074/75 that have a significant risk
of resulting in a material adjustment within the
next financial year are:

Key assumptions used in discounted cash flow
projections.

Measurement of defined benefit obligations.
Provisions, commitments and contingencies.
Determination of net realizable value.

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

Assessment of the Bank’s ability to continue as
going concern.

Determination of fair value of financial instruments;
and property and equipment.

Impairment of financial and non-financial assets.
Assessment of current as well as deferred tax.
Changes in Accounting policies

The Company has consistently applied the
accounting policies to all periods presented in
these financial statements except for new or revised
statements and interpretations implemented 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

A number of new standards and amendments to
the existing standards and interpretations have
been issued by IASB after the pronouncements of
NFRS with varying effective dates. Those become
applicable when ASB Nepal incorporates them
within NFRS. The standards and interpretations
that are issued, but not yet effective, up to the
date of issuance of the Bank’s financial statements
are disclosed below. The Bank intends to adopt
these standards, if applicable, when they become
effective.

° IFRS 9 Financial Instrument

Finalized version of IFRS 9, incorporating
requirements  for  classification and
measurement, impairment, general hedge
accounting and de-recognition which was
issued on July 2014. It shall be effective
for annual periods beginning on or after 1
January 2018.
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Amendments
features with negative compensation and
modifications of financial liabilities made
on October 2017. It shall be effective for
annual periods beginning on or after 1
January 2019.

regarding  prepayment

IFRS 16 Leases

The Original version of IFRS 16 which was
issued on January 2016 shall be applicable
for annual periods beginning on or after 1
January 2019.

IAS 19 Employee Benefit

Amendments regarding plan amendments,
curtailments or settlements was done on
February 2018 and shall be applicable for
annual periods beginning on or after 1
January 2019.

IFRS 15: Revenue from contract with
customers

In May 2014, the IASB issued IFRS 15
Revenue from Contracts with Customers,
effective for periods beginning on 1 January
2018 with early adoption permitted. This
standard is yet to be pronounced by the
Nepal Accounting Standard Board. The
Bank does not anticipate early adopting
IFRS 15 and no impact has been evaluated.

IFRS 15 defines principles for recognizing
revenue and will be applicable to all
contracts with customers. However,
interest and fee income integral to financial
instruments and leases will continue to fall
outside the scope of IFRS 15 and will be
regulated by the other applicable standards

Revenue under IFRS 15 will need to
be recognized as goods and services
are transferred, to the extent that the
transferor anticipates entitlement to goods
and services. The standard will also
specify a comprehensive set of disclosure
requirements regarding the nature, extent
and timing as well as any uncertainty of
revenue and corresponding cash flows with
customers.

Anumber of new standards and amendments
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to the existing standards and interpretations
have been issued by IASB after the
pronouncements of NFRS with varying
effective dates. Those become applicable
when ASB Nepal incorporates them within
NFRS.

2.7 New Standards and interpretation not adapted

All Nepal Accounting Standards and Nepal
Financial Reporting Standards and other
interpretation issued by ASB of Nepal have been
adapted while preparing financial statements.

2.8 Discounting

Non- current assets and liabilities are discounted
where discounting is material. Interest income
and expenses have been recognised on unwinding
of financial assets and liabilities respectively.

2.9 Offsetting

Financial assets and financial liabilities are offset
and the net amount reported in the Statement of
Financial Position, only when there is a legally
enforceable right to offset the recognized amounts
and there is an intention to settle on a net basis
or to realize the assets and settle the liabilities
simultaneously. Income and expenses are not offset
in the Statement of Profit or Loss, unless required
or permitted by Nepalese 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 Policies of the Bank.

2.10 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, unless they are immaterial as permitted
by the Nepal Accounting Standard — NAS 1 on
‘Presentation of Financial Statements’.

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



3

3.1

Significant Accounting Policies

The principal accounting policies applied by
the Bank in the preparation of these financial
statements are presented below. These policies
have been consistently applied to all the years
presented unless stated otherwise.

Basis of Measurement

The financial statements are prepared on the
historical-cost basis except for the following
material items in the statement of financial
position:

e Investment property is measured at cost under
deemed cost approach.

e Liabilities for cash-settled, share-based-
payment arrangements are measured at fair
value.

e Derivative financial instruments are measured
at fair value.

e Defined benefit schemes, surpluses and deficits
are measured at fair value.

e [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 experience 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 continuously
evaluated by the Bank. Any revisions to accounting
estimates are recognised prospectively in the
period in which the estimates are revised and in
the future periods. The areas involving a higher
degree of judgement or complexity, or areas
where assumptions and estimates are significant
to the financial statements are disclosed in notes
that follow.

Materiality and Aggregation

In compliance with NFRS 1 - Presentation
of Financial Statements, each material class
of similar items is presented separately in
the financial Statements. Items of dissimilar
nature or functions are presented separately
unless they are material. Such presentation of

line items is consistent with the format issued by
NRB.

3.2

3.3
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Basis of consolidation

The Bank does not have any subsidiaries or special
purpose entities over which it exercises control.
Hence, only standalone financial statement is
prepared.

Cash and cash equivalent

Cash and cash equivalents include cash at vault
and money at call and short notice, unrestricted
balances with NRB, which are subject to an
insignificant risk of changes in value including
interest receivable on investment with maturity
up to 3 month or less. Cash and Cash equivalent
are measured at amortized cost in the statement of
financial position.

Statement of Cash Flows has been prepared by
using the ‘Direct Method’ in accordance with
NAS 07- Statement of Cash Flows.

Financial assets and financial liabilities
Recognition

The Bank initially recognizes a financial
asset or a financial liability in its statement
of financial position when, and only when, it
becomes party to the contractual provisions of
the instrument. The Bank initially recognize
loans and advances, deposits; and debt securities/
subordinated 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. Investments in equity instruments,
bonds, debenture, Government securities, NRB
bond or deposit 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
assets are recognized on trade 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

1. Financial Assets

The Bank classifies the financial assets as
subsequently measured at amortized cost or fair
value on the basis of the Bank’s business model for
managing the financial assets and the contractual
cash flow characteristics of the financial assets.
The two classes of financial assets are as follows:
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1.

Financial assets measured at amortized
cost

The Bank classifies a financial asset
measured at amortized cost if both of the
following conditions are met:

a) The asset is held within 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.

Financial asset measured 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) Financial assets at fair value through
profit or loss

Financial assets are classified as fair
value through profit or loss (FVTPL) if
theyare held fortrading or are designated
at fair value through profit or loss. Upon
initial recognition, transaction costs are
directly attributable 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 irrevocable election that the
subsequent changes in fair value of the
instrument is to be recognized in other
comprehensive income are classified
as financial assets at fair value though
other comprehensive income. Such
assets are subsequently measured at
fair value and changes in fair value
are recognized in other comprehensive
income.
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ii. Financial Liabilities

The Bank classifies the financial liabilities 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 attributable
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 liabilities measured at

amortized cost

All financial liabilities other than
measured at fair value though profit
or loss are classified as subsequently
measured at amortized cost using
effective interest method.

Measurement

Financial assets at FVTOCI

On initial recognition, the Bank can make
an irrevocable election (on an instrument-by
instrument basis) to present the subsequent
changes in fair value in other comprehensive
income pertaining to investments in equity
instruments. This election is not permitted if the
equity investment is held for trading. These elected
investments are initially measured at fair value.
Subsequently, they are measured at fair value
with gains and losses arising from changes in fair
value recognised in other comprehensive income
and accumulated in the ‘Fair Value Reserve’.
The cumulative gain or loss is not reclassified to
Statement of Profit and Loss on disposal of the
investments.

A financial asset is held for trading if:

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

e on initial recognition it is part of a portfolio
of identified financial instruments that the
Company manages together and has a recent
actual pattern of short-term profit-taking; or



e it is a derivative that is not designated and
effective as a hedging instrument or a financial
guarantee.

Dividends on these investments in equity
instruments are recognised in Statement of Profit
and Loss when the Bank’s right to receive the
dividends is established, it is probable that the
economic benefits associated with the dividend will
flow to the entity, the dividend does not represent
a recovery of part of cost of the investment and
the amount of dividend can be measured reliably.
Dividends recognised in Statement of Profit and
Loss are included in the ‘Other income’ line item.

Financial assets at fair value through profit or
loss (FVTPL)

Investments in equity instruments are classified as
at FVTPL, unless the Bank irrevocably elects on
initial recognition to present subsequent changes
in fair value in other comprehensive income for
investments in equity instruments which are not
held for trading.

Debt instruments that do not meet the amortised
cost criteria or FVTOCI criteria (see above) are
measured at FVTPL. In addition, debt instruments
that meet the amortised cost criteria or the
FVTOCI criteria but are designated as at FVTPL
are measured at FVTPL.

A financial asset that meets the amortised cost
criteria or debt instruments that meet the FVTOCI
criteria may be designated as at FVTPL upon
initial recognition if such designation eliminates
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 Statement of Profit and Loss. The
net gain or loss recognised in Statement of Profit
and Loss incorporates any dividend or interest
earned on the financial asset and is included in the
‘Other income’ line item. Dividend on financial
assets at FVTPL is recognised when the Bank’s
right to receive the dividends is established, it is
probable that the economic benefits associated
with the dividend will flow to the entity, the
dividend does not represent a recovery of part of
cost of the investment and the amount of dividend
can be measured reliably.

+Wiurd dep iMAES
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Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL
when the financial liability is held for trading or is
designated as at FVTPL.

A financial liability is classified as held for trading
if:

e ithasbeen incurred principally for the purpose
of repurchasing it in the near term; or

e on initial recognition it is part of a portfolio
of identified financial instruments that the
Company manages together and has a recent
actual pattern of short-term profit-taking; or

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

A financial liability other than a financial liability
held for trading may be designated as at FVTPL
upon initial recognition if:

e such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise;

e the financial liability forms part of a company
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 Company’s documented
risk management or investment strategy, and
information about the Company is provided
internally on that basis; or

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

Financial liabilities at FVTPL are stated at fair
value, with any gains or losses arising on re-
measurement recognised in Statement of Profit and
Loss. The net gain or loss recognized in Statement
of Profit and Loss incorporates any interest paid
on the financial liability and is included in the
‘Other income’ line item.

However, for non-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 attributable to changes in the
credit risk of that liability is recognised in other
comprehensive income, unless the recognition
of the effects of changes in the liability’s credit
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risk in other comprehensive income would create
or enlarge an accounting mismatch in profit or
loss, in which case these effects of changes in
credit risk are recognised in Statement of Profit
and Loss. The remaining amount of change in
the fair value of liability is always recognised
in Statement of Profit and Loss. Changes in fair
value attributable to a financial liability’s credit
risk that are recognised in other comprehensive
income are reflected immediately in retained
earnings and are not subsequently reclassified to
Statement of Profit and Loss.

Financial liabilities subsequently measured at
amortised cost

Financial liabilities that are not held-for-trading
and are not designated as at FVTPL are measured
at amortised cost at the end of subsequent
accounting periods. The carrying amounts
of financial liabilities that are subsequently
measured at amortised cost are determined based
on the effective interest method. Interest expense
that is not capitalised as part of costs of an asset is
included in the ‘Finance Expenses’ line item.

The effective interest method is a method of
calculating the amortised cost of a financial
liability and of allocating interest expense over the
relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash
payments (including all fees paid or received that
form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability,
or (where appropriate) a shorter period, to the net
carrying amount on initial recognition.

De-recognition
i.  De-recognition of financial assets

The Bankderecognizes a financial asset when
the contractual rights to the cash flows from
the financial asset expire, or when it transfers
the financial asset in a transaction in which
substantially all the risks and rewards of ownership
of the financial asset are transferred or in which
the Bank neither transfers nor retains substantially
all the risks and rewards of ownership and it does
not retain control of the financial asset.

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

(i) The consideration received and

(ii) Any cumulative gain or loss that had
been recognized in other comprehensive
income is recognized in retained earnings.

The Bank enters into transactions whereby it
transfers assets recognized on its Statement
of Financial Position, but retains either all or
substantially all of the risks and rewards of the
transferred assets or a portion of them. If all or
substantially all risks and rewards are retained,
then the transferred assets are not derecognized.
Transfers of assets with retention of all or
substantially all risks and rewards include, for
example repurchase transactions.

ii.  De-recognition of financial liabilities

A financial liability is derecognized when the
obligation under the liability is discharged or
cancelled or expired. Where an existing financial
liability is replaced by another from the same
lender on substantially different terms, or the
terms of an existing liability are substantially
modified, such an exchange or modification
is treated as a de-recognition of the original
liability and the recognition of a new liability.
The difference between the carrying value of the
original financial liability and the consideration
paid is recognized in Statement of Profit or Loss.

Determination of fair value

‘Fair value’ is the price that would be received
to sell an asset or paid to transfer a liability (exit
price) in an orderly transaction between market
participants at the measurement date in the
principal or, in its absence, the most advantageous
market to which the Group has access at that
date. The fair value of a liability reflects its non-
performance risk.

When 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 an ongoing basis.
If there is no quoted price in an active market,
then the Bank uses valuation techniques that
maximize the use of relevant observable inputs
and minimize the use of unobservable inputs. The
chosen valuation technique incorporates all of the
factors that market participants would take into



account in pricing a 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 identical assets or liabilities.

Level 2 valuations are those with quoted prices
for similar instruments in active markets or
quoted prices for identical or similar instruments
in inactive markets and financial instruments
valued using models where all significant inputs
are observable.

Level 3 portfolios are those where there are
unobservable inputs of the instruments. The
inputs are not based on observable market data.

The best evidence of the fair value of a financial
instrument at initial recognition is normally
the transaction price i.e. the fair value of the
consideration 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 asset or liability
(Level 01 valuation) nor based on a valuation
technique that uses only data from observable
markets (Level 02 valuation), then the financial
instrument is initially measured at fair value,
adjusted to defer the difference between the fair
value at initial recognition and the transaction
price. Subsequently, that difference is recognized
in profit or loss on an appropriate basis over the
life of the instrument but not later than when
the valuation is wholly supported by observable
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 liability
(Level 01 valuation), the difference between the
transaction price and fair value is recognized in
profit or loss immediately.

Impairment

At each reporting date, the Bank assesses whether
there is objective evidence that a financial asset or
group of financial assets not carried at fair value
through profit or loss are impaired. A financial
asset or a group of financial assets is impaired
when objective evidence demonstrates that a loss
event has occurred after the initial recognition of
the asset(s), and that the loss event has an impact
on the future cash flows of the asset(s) that can be
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estimated reliably.

Objective evidence that financial assets are
impaired can include significant financial
difficulty of the borrower or issuer, default or
delinquency by a borrower, restructuring of a loan
or advance by the Bank on terms that the Bank
would not otherwise consider, indications that
a borrower 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 payment
status of borrowers 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 possession of collateral. This may
involve extending the payment arrangements
and agreement of new loan conditions. Once the
terms have been renegotiated, any impairment
is measured using the EIR method and the loan
is no longer considered past due. Management
continually reviews renegotiated loans to ensure
that all criteria are met and that future payments
are likely to 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
loans and advances measured at amortized cost
at both specific asset and collective level. The
Bank first assesses individually whether objective
evidence of impairment exists for financial
assets that are individually significant and that
are not individually significant are assessed on
collectively.

Ifthere is objective evidence on that an impairment
loss has been incurred, the amount of the loss is
measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows. The carrying 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 continues to be
accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount
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the future cash flows for the purpose of measuring
the impairment loss.

Impairment of loans and advances portfolios
are based on the judgments in past experience
of portfolio behaviour. In assessing collective
impairment, the Bank uses historical trends of the
probability of default, the timing of recoveries
and the amount of loss incurred, adjusted for
management’s judgment as to whether current
economic and credit conditions are such that the
actual losses are likely to be greater or less than
suggested by historical trends. Default rates, loss
rates and the expected timing of future recoveries
are regularly benchmarked against actual
outcomes to ensure that they remain appropriate.

Loans together with the associated allowance
are written off when there is no realistic prospect
of future recovery and all collateral has been
realized or has been transferred to the Bank. If in
a subsequent year, the amount of the estimated
impairment loss increases or decreases because
of an event occurring after the impairment was
recognized, the previously recognized impairment
loss is increased or reduced by adjusting the
allowance account. If a write off'is later recovered,
the recovery is recognized in the ‘Non-operating
income’.

Trading assets

Interest income on all trading assets are considered
to be incidental to the Bank’s trading operations
and are presented together with all other changes
in fair value of trading assets and liabilities in net
trading income.

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 fair value of trading assets and
liabilities in net trading income.

Derivatives assets and derivative liabilities

For designated and qualifying fair value hedges,
the cumulative change in the fair value of a
hedging derivative is recognised in the income
statement in Net trading income. Meanwhile, the
cumulative change in the fair value of the hedged
item attributable to the risk hedged is recorded
as part of the carrying value of the hedged item
in the statement of financial position and is also
recognised in the income statement in Net trading
income.
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If the hedging instrument expires or is sold,
terminated or exercised, or where the hedge no
longer meets the criteria for hedge accounting, the
hedge relationship is discontinued prospectively.
For hedged items recorded at amortised cost,
the difference between the carrying value of the
hedged item on termination and the face value is
amortised over the remaining term of the original
hedge using the recalculated EIR method. If the
hedged item is derecognised, the unamortised fair
value adjustment is recognised immediately in the
income statement.

Property and Equipment
a) Recognition and Measurement

Property and Equipment are recognized if it is
probable that future economic benefits associated
with the assets will flow to the Bank and the cost
of the asset can be reliably measured. The cost
includes expenditures that are directly attributable
to the acquisition of the assets. Cost of self-
constructed assets includes followings:

e (Cost of materials and direct labour;

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

e C(Capitalized borrowing cost

Property and equipment are measured at cost (for
land using deemed cost at on the transition date)
less accumulated depreciation and accumulated
impairment loss ifany. Neither class of the property
and equipment are measured at revaluation model
nor is their fair value measured at the reporting
date.

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

Any gain or losses on de-recognition of an item
of property and equipment is recognized in profit
or loss.

b) Capital work in progress

Assets in the course of construction are
capitalised in the assets under capital work
in progress account (CWIP). At the point
when an asset is capable of operating at
management’s intended use, the cost of
construction is transferred to the appropriate
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category of property, plant and equipment
and depreciation commences. Where an
obligation (legal or constructive) exists to
dismantle or remove an asset or restore a
site to its former condition at 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 upon completion
and a corresponding liability is recognized.

c) Depreciation

Property and equipments are depreciated
from the date they are available for use on
property on written down value method over
estimated useful lives as determined by the
Management. Depreciation is recognized
in profit or loss. Land is not 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 periods are as follows:

Class of Assets Useful Life Rate Of. .
Depreciation
Building 20 years 5%
As per lease Amortized over
Leasehold agreement lower of lease
Properties (maximum to period or useful
10 years) life.
Compute.r and 4 years 25%
Accessories
Vehicles 5 years 20%
Furniture and o
fixture 4 years 25%
Equipment and o
Others 6.66 years 15%

e Assets costing less than Rs. 2,000 are
fully depreciated in the year of purchase.
For assets purchased/sold during the year.

Goodwill / Intangible assets

Intangible assets with finite useful lives that
are acquired separately are carried at cost less
accumulated amortisation and accumulated
impairment losses.

Intangible assets with indefinite useful lives are
tested for impairment annually either individually
oratthe cash generatingunitlevel. Suchintangibles
are not amortised. The useful life of an intangible
asset with an indefinite life is reviewed annually
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to determine whether indefinite life assessment
continues to be supportable. If not, the change in
the useful life assessment from indefinite to finite
is made on a prospective basis.

The intangible asset with finite useful lives
are amortised over the useful economic life
and assessed for impairment whenever there
is an indication that the intangible asset may
be impaired. The amortisation period and the
amortisation method for an intangible asset with
a finite useful life are reviewed at least at each
financial year end. Changes in the expected useful
life or the expected pattern of consumption of
future economic benefits embodied in the asset
are accounted for by changing the amortisation
period or method, as appropriate, and are treated as
changes in accounting estimates. The amortisation
expense on intangible assets 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 the
carrying amount of the asset and are recognised
in the statement of profit or loss when the asset is
derecognised.

Certain computer software costs are capitalized
and recognised as intangible assets based on
materiality, accounting prudence and significant
benefits expected to flow therefrom for a period
longer than one year.

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

Rate of
Depreciation

20%

Class of Assets

Useful Life

Computer software | 5 years

Investment Property

Investment property is the land or building or
both held either for rental income or for capital
appreciation or for both, but not for sale in ordinary
course of business and owner-occupied property.
The Bank holds investment property that has been
acquired through the enforcement of security over
the loan and advances.

Investment properties are measured initially at
cost, including transaction costs. The carrying
amount includes the cost of replacing part of an
existing investment property at the time that cost
is incurred. If the recognition criteria are met;
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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 reporting date. Gains or losses arising from
changes in the fair values of investment properties
are included in the income statement in the year
in which they arise. Investment property which
initially measured at cost and subsequently at
Cost Model. Accordingly, such properties are
subsequently measured at cost less accumulated
depreciation and impairment loss if any.

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 recognised in the income statement
in the year of retirement or disposal.

Income tax

The Company is 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 enacted at the reporting
date. The ultimate realisation of deferred tax assets
is dependent upon the generation of future taxable
profits during the periods in which those temporary
differences and tax law carry-forwards become
deductible. The Bank considers the expected
reversal of deferred tax liabilities and projected
future taxable income making this assessment.
The amount of the deferred tax assets considered
realisable, however, could be reduced in the near
term if estimates of future taxable income during
the carry-forward period are reduced.

Income tax comprises current and deferred tax.
Income tax expense is recognised in the statement
of profit and loss except to the extent it relates
to items directly recognised in equity or in other
comprehensive income.

Current Tax

Current tax is the amount of tax payable based
on the taxable profit for the year. Taxable profit
differs from ‘profit before tax’ as reported in the
statement of profit and loss because of items of
income or expense that are taxable or deductible
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in other years and items that are never taxable or
deductible.

Current income tax assets and liabilities for
the current period are measured at the amount
expected to be recovered from or paid to the
taxation authorities. The tax rates and tax laws
used to compute the amount are those that are
enacted or substantively enacted by the reporting
date in the countries where the Bank operates
and generates taxable income. Current income
tax assets and liabilities also include adjustments
for tax expected to be payable or recoverable in
respect of previous periods.

Deferred Tax

Deferred tax is recognised on temporary
differences arising between the carrying amounts
of assets and liabilities for financial reporting
purposes and the amounts used for taxation
purposes.

Deferred tax is determined using tax rates (and
laws) enacted or substantively enacted at the
reporting date and that are expected to apply when
the related deferred tax asset is realised or the
deferred tax liability is settled. Deferred tax assets
are reviewed at each reporting date and reversed if
it is no longer probable that the related tax benefits
will be realised. The measurement of deferred tax
reflects the tax consequences that would follow
from the manner in which the Bank expects, at
the reporting date, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets are recognised for all
deductible temporary differences, carry forward
of unused tax credits and unused tax losses, to the
extent 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 utilised
except:

i.  Where the deferred tax asset relating to
the deductible temporary difference arises
from the 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.

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

Deferred tax relating to items recognised in
OCI is recognised in OCI. Deferred tax items
are recognised in correlation to the underlying
transaction either in other comprehensive income
or directly in equity.

Deferred tax assets and deferred tax liabilities are
offset, if a legally enforceable right exists to set
off current tax assets against current income tax
liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

Deposits, debt securities issued and

subordinated liabilities

Bank deposits consist of money placed into the
Bankby its customers. These deposits are made to
deposit 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.

Provisions

Provisions are recognised when the Company
has a present legal or constructive obligation as a
result of a past event, when it is probable that an
outflow of resources will be required to settle the
obligation 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 obligation at the end ofthe reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle
the present obligation, its carrying amount is the
present value of those cash flows (when the effect
of the time value of money is material).

When some or all of the economic benefits required
to settle a provision are expected to be recovered
from a third party, a receivable is recognised as
asset if it is virtually certain that reimbursement
will be received and the amount of the receivable
can be measured reliably.

A disclosure for contingent liabilities is made
where there is:
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e a possible obligation that arises from
past events and whose existence will
be confirmed only by the occurrence or
non-occurrence of one or more uncertain
future events not wholly within the
control of the entity; or

e present obligation that arises from past
events but is not recognized because:

o itisnotprobablethatanoutflow of
resources embodying economic
benefits will be required to settle
the obligation; or

o the amount of the obligation
cannot be measured with
sufficient reliability.

A contingent asset is a possible asset that arises
from past events and whose existence will
be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events
not wholly within the control of the entity.

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

Provisions, contingent liabilities, contingent
assets and commitments are reviewed at each
reporting period.

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

Revenue Recognition

Revenue comprises of interest income, fees
and commission, foreign exchange income,
cards income, disposal income etc. Revenue is
recognized to the extent it is probable that the
economic benefits will flow to the Bank and the
revenue can be reliably measured. Revenue is
not recognized during the period in which its
recoverability of income is not probable. The
bases of incomes recognition are as below:

Interest income

Interest income is recognized in profit or loss using
effective interest method. Effective interest rate is
the rate that exactly discounts the estimated future
cash payments and receipts through the expected
life of financial asset or liability to the carrying
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amount of the asset or liability. The calculation
of effective interest rate includes all transactions
cost and fee and points paid or received that
are integral part of the effective interest. The
transaction costs include incremental costs that
are directly attributable to the acquisition or issue
of financial assets.

Interest income presented in statement of profit
and loss includes:

e Interest income on financial assets measured
at amortized cost calculated on an effective
interest rate method. These financial assets
include loans and advances including staff
loans, investment in government securities,
investment in corporate bonds, investment in
NRB Bond and deposit instruments, reverse
repos, inter banking lending etc.

e Interest on investment securities measured at
fair value, calculated on effective interest rate.

e Income on discounted instruments like
bills purchased, documents negotiation is
recognized over the period of discounting on
accrual basis using effective interest rate.

Interest income on all trading assets are
considered to be incidental to the Bank’s
trading operations and are presented together
with all other changes in fair value of trading
assets and liabilities in net trading income.

Fee and commission income

Fees and commission income that are integral
to the effective interest rate on a financial asset
are included in measurement of effective interest
rate. Other fees and commission income including
management fee, service charges, syndication
fee, forex transaction commission, commission
of issue of letter of credit and guarantee are
recognized as the related services are performed.

Dividend income

Dividend on investment in resident company is
recognized when the right to receive payment
is established. Dividend income are presented
in net trading income, net income from other
financial instruments at fair value through profit
or loss or other revenue based on the underlying
classification of the equity instruments.

Net trading income

Results arising from trading activities include all
gains and losses from changes in fair value and

38 ¢ NEDAL BANK LIMITED | 59" ANNUAL REPORT 2074/75

3.14

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 management upon initial recognition.
Management may only designate an instrument
at fair value through profit or loss upon initial
recognition when the following criteria are met,
and designation is determined on an instrument-
by-instrument basis:

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

e The assets and liabilities are part of a group
of financial assets, financial liabilities
or both, which are managed and their
performance evaluated on a fair value
basis, in accordance with a documented risk
management or investment strategy.

e The financial instrument contains one
or more embedded derivatives, which
significantly modify the cash flows that
would otherwise be required by the contract.

Financial assets and financial liabilities at fair
value through profit or loss are recorded in the
statement of financial position at fair value.
Changes in fair value are recorded in Net gain or
loss on financial assets and liabilities designated
at fair value through profit or loss is recognised
in statement of Profit or Loss. Interest earned or
incurred is accrued in Interest income or Interest
expense, respectively, using the effective interest
rate (EIR), while dividend income is recorded
in Other operating income when the right to the
payment has been established.

Interest expense

Interest expense on all financial liabilities
including deposits are recognized in profit or
loss using effective interest rate method. Interest
expense on all trading liabilities are considered to
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be incidental to the Bank’s trading operations and
are presented together with all other changes in
fair value of trading assets and liabilities in net
trading income.

Employees Benefits
a) Short Term Employee Benefits

Short term employee benefit obligations are
measured on an undiscounted basis and are
expensed as the related service is provided.
A liability is also recognized for the amount
expected to be paid under bonus required by the
prevailing Bonus Act pay the amount as a result
of past service provided by the employee and the
obligation can be estimated reliably under short
term employee benefits.

Short-term employee benefits include all the
following items (if payable within 12 months
after the end of the reporting period):

e wages, salaries and social security
contributions;

e paid annual leave and paid sick leave;
e non-monetary benefits
b) Post-Employment Benefit Plan

Post-employment  benefit plan includes
followings:

i. Defined Contribution Plan

A defined contribution plan is a post-
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 contributions to defined contribution plans
are recognized as personnel expense in profit
or loss in the periods during which the related
service are rendered by employees. Pre-paid
contributions are recognized as an asset to the
extent that cash refund or reduction in future
payments is available. Contributions to a
defined contribution plan being due for more
than 12 months after the end of the period
in which the employee render the service
are discounted at their present value. The
following are the defined contribution plan
provided by the Bankto its employees:

a) Employees Provident Fund

In accordance with law, all employees of the
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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 (currently, 10% of the basic salary plus
grades). Bank does not assume any future
liability for provident fund benefits 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 benefits to its employees. These
benefits are post-employment benefit plans
and are paid based on length of service. These
benefit plans are funded whereas the Bank
makes earmark investment of these funds.
The gratuity plan provides for lump sum
payments to vested employees at retirement
or upon death while in employment or on
termination of employment for an amount
equivalent defined days’ eligible salary
payable for each completed year of service.

The pension plan provides for lump sum
payments to vested employees at retirement
or equated 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 carry 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 every
year using projected unit credit method.

The following are the defined benefit plans
provided by the Bank to its employees:

a) Gratuity

Bank provides for gratuity on accrual basis
covering eligible employees in terms of
Employee Service Byelaws of the Bank.
The plan provides for lump sum payments
to vested employees at retirement or upon
death while in employment or on termination
of employment for an amount equivalent
defined days’ eligible salary payable for
each completed years of service.The Bank
accounts for the liability for gratuity as per
the actuarial valuation.
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b) Leave Salary

The employees of the Bank are entitled to carry
forward a part of their unavailed/ unutilized
leave subject to a maximum limit. The
employees can encash unavailed/ unutilized
leave partially in terms of Employee Service
Byelaws of the Bank. The Bankaccounts for
the liability for accumulated leave as per the
actuarial valuation.

c) Termination Benefits

Termination benefits are recognized as expense
when the Bank is demonstrably committed,
without realistic possibility of withdrawal, to
a formal plan to provide termination benefits
to employees as a result of an offer made to
encourage voluntary redundancy. Termination
benefits 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 reliably. If the
benefits are payable in more than 12 months
after the reporting date, they are discounted to
their present value.

3.16 Leases

The determination of whether an arrangement is a
lease, or contains a lease, is based on the substance
of the arrangement at the inception date and
requires an assessment of whether the fulfilment
of the arrangement is dependent on the use of
a specific asset or assets and the arrangement
conveys a right to use the asset, even if that right
is not explicitly specified in an arrangement.

The Bank as a Lessee:

Finance leases that transfer to the Bank
substantially all of the risks and benefits incidental
to ownership of the leased item, are capitalised at
the commencement of the lease at the fair value of
the leased property or, if lower, at the present value
of the minimum lease payments. Lease payments
are apportioned between finance charges and
reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance
of the liability. Finance charges are recognised in
Finance cost in the income statement.

Leased assets are depreciated over the useful life
of the asset. However, if there is no reasonable
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certainty that the Bank will obtain ownership by
the end of the lease term, the asset is depreciated
over the shorter of the estimated useful life of the
asset and the lease term.

Leases that do not transfer to the Bank substantially
all the risks and benefits incidental to ownership
of the leased items are operating leases. Operating
lease payments are recognised as an expense in
the income statement on a straight-line basis over
the lease term. Where the rentals are structured
solely to increase in line with expected general
inflation to compensate for the lessor’s expected
inflationary cost increases, such increases are
recognised in the year in which such benefits
accrue. Contingent rentals are recognised as an
expense in the period in which they are incurred.

The Bank as a lessor

Leases in which the Bank does not transfer
substantially all of the risks and benefits of
ownership of the asset are classified as operating
leases. Initial direct costs incurred in negotiating
an operating lease are added to the carrying
amount of the leased asset and recognised over
the lease term on the same bases as rental income.
Contingent rents are recognised as revenue in the
period in which they are earned.

Foreign Currency translation

The items included in the financial statements
of the entity are measured using the functional
currency of the Bank which is Nepalese Rupees
using the exchange rates prevailing at the dates
when the transactions were affected.

Monetary assets and liabilities denominated
in foreign currencies are translated into the
functional currency at the buying rate of exchange
at the balance sheet date. Any resulting exchange
differences are included in the “Other Operating
Income” in statement of profit or loss.

Non-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-monetary item assets and liabilities measured
at fair value in a foreign currency are translated
into the functional currency using the rate of
exchange at the date the fair value was determined.



3.18

3.19

3.20

Foreign exchange differences arising on
settlement of monetary items is included in “Net
Trading Income” in statement of profit or loss.

Financial guarantee and loan commitment

The Bank makes available to its customers
guarantees that may require that the Bank
makes payments on their behalf and enters into
commitments to extend credit lines to secure their
liquidity needs. Letters of credit and guarantees
(including standby letters of credit) commit the
Bank to make payments on behalf of customers
in the event of a specific act, generally related to
the import or export of goods. Such commitments
expose the Bank to similar risks to loans and
are mitigated by the same control processes and
policies.

Share capital and reserves

The Bank classifies the capital instruments as
equity instruments or financial liabilities in
accordance with the substance with the contractual
terms of the instruments. Equity is defined as
residual interest in total assets of an entity after
deducting all its liabilities. Common shares are
classified as equity of the Bank and distributions
thereon are presented in statement of changes in
equity.

The Bank is required to maintain the capital
adequacy ratio imposed by the regulator. The ratio
is fixed at 11% for current year and the Bank has
maintained the ratio equal to 11.27%.

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

Earnings per share including diluted

Basic earnings per share is computed by dividing

+Wiurd dep iMAES
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the profit/ (loss) for the year by the weighted
average number of equity shares outstanding
during the year.

Diluted earnings per share is computed by
dividing the profit/ (loss) for the year as adjusted
for dividend, interest and other charges to
expense or income (net of any attributable taxes)
relating to 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. Potential
equity shares are deemed to be dilutive only if
their conversion to equity shares would decrease
the net profit per share from continuing ordinary
operations. Potential dilutive equity shares are
deemed to be converted as at the beginning of
the period, unless they have been issued at a later
date.

There have been no transactions involving
ordinary shares or potential ordinary shares
between the reporting date and the date of the
completion of these financial statements which
would require the restatement of earnings per
share.

3.21 Segment reporting

An operating segment is a component of the Bank
that engages in business activities from which it
may earn revenues and incur expenses, including
revenues and expenses that relating to transactions
with any of the Bank’s other components, whose
operating results are reviewed by the management
to make decision about resource allocation to
each segment and assess its performance. The
Bank has classified four operating segments.
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4 Explanatory Notes

The explanatory notes and significant disclosure relating to the financial statements are as follows:

4.1 Cash and Cash Equivalents

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 As at 1st Shrawan 2073
Cash in hand 3,943,623,971 3,394,691,664 3,469,542,019
Balance with B/FIs 696,267,642 890,015,883 1,225,043,507
Money at call and short notice 1,100,000,000 1,200,000,000 4,900,000,000
Other 40,990,314 4,666,212 5,262,040
Total 5,780,881,927 5,489,373,760 9,599,847,566

4.2 Due from Nepal Rastra Bank

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Statutory Balances with NRB 6,271,215,118 13,360,899,155 10,919,796,322
Securities Purchased wunder re-sale ) i i
agreement
Other deposit and receivable from NRB 12,440,084 27,640,690 -
Total 6,283,655,201 13,388,539,845 10,919,796,322

4.3 Placement with Bank and Financial Institutions

Particulars As at 32"Ashadh 2075 | As at 31%'Ashadh 2074 | As at 1*Shrawan 2073
Placements with domestic B/FIs - -

Placement with foreign B/FIs 2,965,493,254 3,074,020,297 -
Less: Allowances for Impairment - - -
Total 2,965,493,254 3,074,020,297 -

4.4 Derivative Financial Instruments

Particulars As at 32"Ashadh 2075 | As at 31%*Ashadh 2074 @ As at 1*Shrawan 2073
Held for trading

Interest rate swap - - -

Currency swap - - -
Forward exchange contract 18,628,000 40,718,665 -
Others - - -

Held for risk management - -

Interest rate swap - - -

Currency swap - - -

Forward exchange contract - - -
Others - - -
Total 18,628,000 40,718,665 -
4.5 Other Trading Assets

There were no trading assets held by the Bank during the year.
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Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Loans to microfinance institutions 2,767,142,310 2,189,459,821 1,841,500,000
Other

Less: Allowances for Impairment (27,671,423) (21,894,598) (18,415,000)
Total 2,739,470,887 2,167,565,223 1,823,085,000

4.6.1 Impairment allowances for the loans and advances forwarded to BFIs during the year are

as follows:

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Balance at 1 Shrawan 21,894,598 18,415,000 18,415,000
Impairment loss for the year: 5,776,825 3,479,598

Charge for the year - - -
Recoveries/reversals - - -
Amount written off - - -
Balance at Ashadh end 27,671,423 21,894,598 18,415,000

4.7 Loans and advances to customers

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
t;’:gscggf advances measured at amor- 78,075,485,972 73,623,320,492 63,179,921,495
Less: Impairment allowances (2,518,975,415) (2,605,104,199) (2,255,999,770)
Collective Allowances (1,798,235,397) (1,932,549,709) (1,701,702,835)
Individual Allowances (720,740,018) (672,554,490) (554,296,935)
Net amount 75,556,510,557 71,018,216,293 60,923,921,725
Loans and advances measured at FVTPL - - -
Total 75,556,510,557 71,018,216,293 60,923,921,725

4.7.1 Analysis of Loans and Advances- By Product

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Product
Term Loans 18,965,557,371 16,984,147,508 14,226,641,369
Overdraft 15,633,676,517 13,675,150,007 10,273,273,379
Trust receipt/Import loans 1,224,821,892 879,827,531 673,828,413
Demand and other working capital Loans 19,594,905,418 18,648,606,231 16,968,279,319
Personal residential loans 5,332,161,817 5,508,903,743 5,101,613,604
Real estate loans 3,519,206,681 3,313,586,000 3,442,659,000
Margin lending loans 1,784,480,074 1,708,479,808 1,645,731,183
Hire purchase loans 1,214,325,759 1,279,416,566 854,408,418
Deprived sector loans 28,914,485 333,996,325 150,697,276
Bills purchased 5,555,162 11,497,600 18,214,802
Staff loans 921,537,683 1,174,726,097 1,237,655,400
Others 9,561,747,988 9,839,815,456 8,327,640,493
Sub Total 77,786,890,848 73,358,152,873 62,920,642,656
Interest receivable 288,595,124 265,167,619 259,278,838
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‘ Grand Total ‘

78,075,485,972 \

73,623,320,492 \

63,179,921,495 \

Particulars

Nepalese rupee

As at 32nd Ashadh 2075

4.7.2 Analysis of Loans and advances- By Currency

77,753,564,026

73,623,320,492

As at 31st Ashadh 2074 | As at 1st Shrawan 2073

63,179,921,495

Indian rupee

United State dollar

321,921,946

Great Britain pound

Euro

Japanese yen

Chinese yen

Other

Total

78,075,485,972

73,623,320,492

63,179,921,495

Particulars

4.7.3 Analysis of Loans and advances- By Collateral

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Secured

Movable/immovable assets 67,237,179,239 60,382,603,718 53,548,413,745
Gold and silver 9,071,832,010 9,300,212,691 7,963,115,769
Guarantee of domestic B/FIs 400,000,000 800,973,514 676,271
Government Guarantee 11,878,496 73,006,561 37,298,396
Guarantee of International Rated bank - - -
Collateral of export document 756,239 756,239 756,239
Collateral of fixed deposit receipt 356,366,834 438,380,871 177,751,013
Collateral of Government securities 9,142,500 6,786,500 2,251,500
Counter Guarantee - - -
Personal Guarantee - - -
Other collateral 950,011,946 2,611,029,755 1,449,658,562
Subtotal 78,037,167,264 73,613,749,849 63,179,921,495
Unsecured 38,318,707 9,570,643 -
Grand Total 78,075,485,972 73,623,320,492 63,179,921,495

4.7.4 Allowances for Impairment

Particulars

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Specific allowance for impairment

Balance at Shrawan 1

672,554,490

554,296,935

441,784,480

Impairment loss for the year

Charge for the year

48,185,528

118,257,555

112,512,455

Recoveries/reversal during the year

Write-offs

Exchange rate variance on foreign currency

Other Movement

Balance at Ashadh end

720,740,018

672,554,490

554,296,935
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Collective allowance for Impairment
Balance at Shrawan 1 1,932,549,709 1,701,702,835 1,975,745,482
Impairment loss for the year - - -
Charge/(reversal) for the year (132,262,443) 231,272,638 (272,789,712)
Exchange rate variance on foreign ) i )
currency
Other movement (2,051,869) (425,764) (1,252,935)
Balance at Ashadh end 1,798,235,397 1,932,549,709 1,701,702,835
Total Allowance for impairment 2,518,975,415 2,605,104,199 2,255,999,770

Investment securities

Particulars

Investment securities designated as
at FVTPL

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Investment securities measured at
amortized cost

12,727,601,388

8,939,969,197

12,749,926,925

Investment Securities measured at
FVTOCI

3,520,172,342

7,179,529,351

5,239,341,231

Total

16,247,773,730

16,119,498,548

17,989,268,156

4.8.1 Investment securities measured at amortized cost

4.8.2

Particulars

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Debt securities

Government bonds

4,215,493,727

4,031,243,727

2,263,868,727

Government treasury bills

8,512,107,661

4,908,725,470

7,859,983,198

Nepal Rastra Bank bonds

2,626,075,000

Nepal Rastra Bank deposits instruments

Other

Less: specific allowances for
impairment

Total

12,727,601,388

8,939,969,197

12,749,926,925

Investment in equity

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073

Equity instrument

Quoted equity instrument 3,290,616,742 4,289,043,138 624,760,800
Unquoted equity instrument 229,555,600 2,890,486,213 4,614,580,431
Total 3,520,172,342 7,179,529,351 5,239,341,231
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Investment in Quoted Equity

Name
Rastriya Beema Company Ltd

(292,288 Promoter Share (Including
155,878 Bonus Shares also) of Rs.
100 each fully paid )

Information relating to investment in equities

As at 32nd Ashadh 2075

Cost

375,825

Fair Value

2,909,142,464

As at 31st Ashadh 2074

Cost

375,825

Fair Value

3,887,430,400

As at 1st Shrawan 2073

Cost

Fair Value

Grameen Bikas Laghubitta Bittiya
Sanstha Limited

190,105 Promoter Shares of Rs. 100
each fully paid

18,125,000

116,534,365

18,125,000

141,818,330

18,125,000

205,313,400

Rural Microfinance Development
Centre (RMDC)

390,715 Promoter Shares (Including
97,165 Bonus Shares also) of Rs.
100 fully Paid

29,355,000

136,750,250

29,355,000

227,501,250

29,355,000

407,447,400

Deprosc Bikas Bank Ltd

94,266 Ordinary Shares (Including
44,568 Bonus Shares also) of Rs.
100 fully Paid

4,969,800

70,699,500

Gorakhkali Rubber Udhyog Ltd

1,60,000 Ordinary Shares of Rs. 75
fully paid

12,000,000

6,080,000

12,000,000

6,080,000

12,000,000

12,000,000

Nabil Equity

1,126,504 Ordinary Shares of Rs.
10 fully paid

11,265,040

11,107,329

11,265,040

11,265,040

NIBL Pragati Fund

1,027,407 Ordinary Shares of Rs.
10 fully paid

10,274,070

9,246,663

10,274,070

10,274,070

Nepal Life Insurance Company

3090 Ordinary Shares (Including
1349 Bonus Shares also) of Rs. 100
fully paid

2,480,925

3,244,500

2,480,925

4,674,048

Siddhartha Equity Fund

967,748 Ordinary Shares of Rs. 10
fully paid

9,677,480

9,251,671

Citizen Mutual Fund

2,000,000 Ordinary Shares of Rs.
10 fully paid

20,000,000

18,560,000

Total

118,523,140

3,290,616,742

83,875,860

4,289,043,138

59,480,000

624,760,800
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Investment in Unquoted Equity

As at 32nd Ashadh 2075

Cost

Fair Value
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As at 31st Ashadh 2074

Cost

Fair Value
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As at 1st Shrawan 2073

Cost

Fair Value

Rastriya Beema Sansthan

301,700 Promoter Shares (Including 298,700
Bonus Shares also) Rs. 100 each fully paid

331,361

30,170,000

331,361

11,550,000

707,186

25,191,000

Deposit Insurance and Credit Securities
Corporation

2,000,000

11,016,100

2,000,000

11,016,100

Nepal Oil Corporation

2,250 Ordinary Shares (Including 750 Bonus
Shares also) of Rs. 100 each fully paid

150,000

225,000

150,000

225,000

150,000

225,000

Rastriya Utpadakatyo Tatha Arthik Bikash
Kendra

5,000 Ordinary Shares of Rs. 100 each fully
paid

500,000

500,000

500,000

500,000

500,000

500,000

Citizen Investment Trust promoter Share

258,059 Promoter Shares (Including 90,944
Bonus Shares also) Rs. 100 each fully paid

662,415

25,805,900

793,950

779,550,200

2,133,000

2,777,883,255

Deprosc Bikas Bank Ltd

662,395 Promoter Shares (Including 287,473
Bonus Shares also) Rs. 100 each fully paid

30,890,214

66,239,500

43,044,800

1,006,122,875

9,726,700

737,737,200

Sana Kisan Bikas Bank Promoter Share

76,360 Promoter Shares Rs. 100 each fully
paid

3,824,284

7,636,000

19,123,100

458,769,378

19,123,100

523,400,556

Sajha Sewa Sahakari Santhan Limited

11 Ordinary Shares (Including 6 Bonus Share
also) of Rs. 100 each fully paid

500

1,100

500

1,100

500

1,100

Nepal Insurance Company Limited Promoter
Share

905,965 Promoter Shares (Including 142,376
Bonus Shares also) Rs. 100 each fully paid

76,358,900

92,645,700

31,060,600

616,919,160

31,060,600

532,793,820

Karja Suchana Kendra

13,724 Ordinary Shares (Including 10,194
Bonus Shares also) Rs. 100 each fully paid

353,000

1,372,400

353,000

1,372,400

353,000

1,372,400

Nepal Clearing House

30,000 Ordinary Shares (Including 5,000
Bonus Shares also) Rs. 100 each fully paid

2,500,000

3,000,000

2,500,000

2,500,000

2,500,000

2,500,000

National Banking Training Centre

12,000 Ordinary Shares of Rs. 100 each fully
paid

1,200,000

1,200,000

1,200,000

1,200,000

1,200,000

1,200,000

ICRA Nepal Limited
7,600 Ordinary Shares of Rs. 100 fully paid

760,000

760,000

760,000

760,000

760,000

760,000

Total

117,530,674

229,555,600

101,817,311

2,890,486,213

70,214,086

4,614,580,431
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4.9 Current Tax Assets and Liabilities

Particulars

Current year income tax assets

[CIGTEY 2t o P RECT!

As at 32"¥Ashadh 2075

1,410,854,528

As at 31**Ashadh 2074

1,300,287,646

As at 1*Shrawan 2073

1,222,599,096

Tax assets of prior periods

4,026,346,543

2,726,058,897

1,503,459,802

Total

5,437,201,071

4,026,346,543

2,726,058,898

Current tax Liabilities

Current year income tax liabilities

1,479,489,582

1,384,221,461

1,275,184,939

Tax Liabilities of prior periods 3,435,880,031 2,051,658,570 776,473,630
Total 4,915,369,613 3,435,880,032 2,051,658,569
Net Current tax assets / (Liabilities) 521,831,458 590,466,512 674,400,329

4.10 Investment in Subsidiaries

There was no Investment by Bank in Subsidiaries.

4.11 Investment in Associates

There was no Investment by Bank in Associates.

4.12 Investment Properties

This also includes land, land and building acquired as non-banking assets by the Bank but not sold. After The
Bank has measured Investment properties are measured at cost, however no deprecation has been charged
as no such properties has been used by the Bank. The detail of Investment properties measured at cost is as

follows:

Particulars

Investment Properties measured at fair
value

As at 32nd Ashadh 2075 | As at 31st Ashadh 2074

As at 1st Shrawan 2073

Balance as on Shrawan 1

Addition/Disposal during the year

Net changes in fair value during the year

Adjustment/Transfer

Net Amount

Investment Properties measured at cost

Balance as on Shrawan 1 120,183,475 143,432,215 143,432,215
Addition/Disposal during the year (33,176,293) (23,248,740) -
Adjustment/Transfer - - -
Accumulated depreciation - - -
Accumulated impairment loss - - -
Net Amount 87,007,182 120,183,475 143,432,215
Total 87,007,182 120,183,475 143,432,215
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4.15 Deferred Tax Assets / Liabilities

Particulars

Deferred Tax

Deferred Tax

Current Year 2074-75

Net Deferred Tax

Deferred Tax on Temporary differences on following items

Assets

Liabilities

(Assets) / Liabilities

Loans and Advances to B/FIs

Loans and Advances to customers

Investment Properties

Investment Securities

- 986,028,677

986,028,677

Property and equipment

2,410,946

3,318,681,994

3,316,271,048

Employees' defined benefit plan

1,075,707,660

(1,075,707,660)

Lease liabilities

Provisions - - -
Other temporary differences 138,759 - (138,759)
. 4,304,710,671 3,226,453,306

Deferred Tax on Temporary differences 1,078,257,365

Deferred Tax on carry forward of unused tax losses

Deferred tax due to changes in tax rate

Net Deferred tax (asset)/liabilities as on year end of 2074/75

3,226,453,306

Deferred tax(asset)/liabilities as on shrawanl, 2074

4,703,099,228

Origination/(Reversal) during the year

(1,476,645,923)

Deferred tax expense/(income) recognized in profit or loss

235,303,666.65

sive income

Deferred tax expense/(income) recognized in other comprehen-

(1,508,901,830)

Deferred tax expense/(income) recognized directly in equity

(203,047,759)

Particulars

Deferred
Tax Assets

Deferred Tax
Liabilities

Previous Year 2073-74

Net Deferred Tax

Deferred Tax on Temporary differences on following
items

(Assets) / Liabilities

Loans and Advances to B/FIs

Loans and Advances to customers

Investment Properties

Investment Securities

2,098,943,972

2,098,943,972

Property and equipment 3,505,349 3,326,566,564 3,323,061,215
Employees' defined benefit plan 718,968,225 (718,968,225)
Lease liabilities -
Provisions -
Other temporary differences - 62,267 62,267
Deferred Tax on Temporary differences 722,473,574 5,425,572,803 4,703,099,228
Deferred Tax on carry forward of unused tax losses - - -
Deferred tax due to changes in tax rate - - -
Net Deferred tax (asset)/liabilities as on year end of 4,703,099,228
2073/74
Deferred tax(asset)/liabilities as on shrawanl, 2073 4,323,859,618
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Origination/(Reversal) during the year 379,239,611
Deferred tax expense/(income) recognized in profit or 185,037,968
loss

Deferred tax expense/(income) recognized in other com- 730,649,261
prehensive income

Deferred tax expense/(income) recognized directly in (536,447,619)

equity

4.16 Other assets

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Assets held for sale - -
Other Non-Banking Assets - -
Bills Receivable - -
Accounts receivable 2,041,197,217 1,723,318,733 3,264,421,435
Accrued income 84,721,728 106,335,263 41,885,445
Prepayments and deposits 1,828,291 7,652,449 4,913,659
Income tax deposit 141,511,977 - -
Deferred Employee Expenditure 353,986,091 298,921,376 389,026,238
Other
Inter Branch Account 639,114,833 2,878,552,900
Stationery Stock 27,167,340 23,610,248 28,097,859
Gold Bullion in Vault 508,591,632 - -
Government Transaction Receivable 6,389,695,247 - -
DD Paid without Schedule 447,587,413 564,992,655 636,335,866
Other 977,971,992 1,050,527,248 2,062,129,419
Total 11,613,373,760 6,653,910,873 6,426,809,921

4.17 Due to Bank and financial institution

Particulars

Money market deposits

As at 32nd Ashadh 2075

As at 31°* Ashadh 2074

As at 1st Shrawan 2073

Interbank borrowing - - -
Other deposits from BFIs 290,652,430 235,385,709 115,211,288
Settlement and clearing accounts - - -
Other deposits from BFIs - - -
Total 290,652,430 235,385,709 115,211,288

4.18 Due to Nepal Rastra Bank

Particulars

Refinance from NRB

As at 32nd Ashadh 2075

34,524,946

As at 31°* Ashadh 2074

12,495,000

As at 1st Shrawan 2073

Standing liquidity facility

Lender of last report facility from
NRB

Securities sold under repurchase
agreement

Other payable to NRB

Total

34,524,946

12,495,000
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4.19 Derivative financial instruments

There was no liability in derivative financial instruments held by the Bank during the year. Financial assets
arising from derivative financial instrument has been shown in note 4.4.

4.20 Deposits from Customers

As at 32nd Ashadh 2075 As at 31st Ashadh 2074 As at 1st Shrawan 2073

Particulars

Institutions Customers:

Term deposits

5,174,131,438

10,782,741,036

3,773,026,026

Call Deposits 3,527,796,368 4,405,928,057 4,439,736,002
Current Deposits 20,982,382,137 20,434,554,124 19,208,317,974
Other 594,378,041 496,211,319 632,559,871
Subtotal: 30,278,687,984 36,119,434,536 28,053,639,873

Individual Customers:

Term deposits

14,119,971,478

10,504,337,150

7,958,184,100

Saving Deposits 51,233,095,889 44,409,613,308 50,728,021,247
Current Deposits 2,907,705,296 2,665,685,810 1,881,916,665
Other 1,001,265,115 9,557,739 673,045,600
Subtotal: 69,262,037,779 57,589,194,007 61,241,167,612
Total 99,540,725,763 93,708,628,543 89,294,807,485

4.20.1 Currency wise analysis of deposits from customers

Particulars As at 32nd Ashadh 2075 As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Nepalese rupee 99,235,130,064 93,398,012,180 89,053,803,123
Indian rupee - - -
United states dollar 305,060,618 307,774,251 240,277,707
Great Britain pound 216,335 436,282 465,306
Euro 318,747 2,405,831 261,349
Japanese yen - - -
Chinese yuan - - -
Other - - -
Total 99,540,725,763 93,708,628,543 89,294,807,485

4.21 Borrowing

Particulars

Domestic Borrowing:

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Nepal Government

Other institution

109,500,000

Other

Sub total

109,500,000

Foreign Borrowing:

Foreign Bank and Financial Institutions

Multilateral Development Bank

Other institutions

Sub total

Total

109,500,000
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4.22 Provisions

Particulars

Provisions for redundancy

As at 32nd Ashadh 2075

As at 31st Ashadh 2074 | As at 1st Shrawan 2073

Provision for restructuring

Pending legal issues and tax litigation

Onerous contract

Other 63,277,906 16,958,858 161,843,013
Total 63,277,906 16,958,858 161,843,013
4.22.1 Movement in Provision
Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 @ As at 1st Shrawan 2073
Balance at Shrawan 1st 16,958,858 161,843,013 161,843,013
Provisions made during the year 70,492,132 22,184,396 -
Provisions used during the year - - -
Provisions reversed during the year (24,173,084) (167,068,551) -
Unwind of discount - - -
Balance at Ashadh End 63,277,906 16,958,858 161,843,013
4.23 Other liabilities

Particulars

As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

E;‘ﬂgz for employees defined benefit ob- 3,393,577,340 2,176,575,448 1,623,208,829
Liability for long-service leave 192,114,860 219,985,302 203,079,786
Short-term employee benefits 64,214,971 59,716,024 55,372,401
Bills payable 24,565,082 29,514,262 36,007,238
Creditors and Accruals 574,199,238 139,723,698 3,020,468,137
Interest payable on deposit 3,991,188 9,828,247 25,105,507
Interest payable on borrowing 15,208,409 15,183,209 15,183,209
Liabilities on deferred grant income _ _ }
Unpaid Dividend 2,000,831 2,000,831 2,000,831
Liabilities under finance lease - - -
Employee bonus payable 1,200,256,581 805,818,562 454,810,544
Other 1,759,944,024 5,017,170,489 3,292,163,146
Total 7,230,072,524 8,475,516,073 8,727,399,628
4.23.1 Defined benefit obligation
Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073

Present value of unfunded obligations

Present value of funded obligations

10,499,527,204

8,837,958,354

7,919,403,462

Total present value of obligations 10,499,527,204 8,837,958,354 7,919,403,462
Fair value of plan assets 7,105,949,864 6,661,382,906 6,296,194,633
Present value of net obligations 3,393,577,340 2,176,575,448 1,623,208,829
Recognised liability for defined benefit 3,393,577,340 2,176,575,448 1,623,208,829

obligation
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As at 32nd Ashadh 2075

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Government bonds

Bank deposits 7,105,949,864 6,661,382,906 6,296,194,630
Other - - R
Total 7,105,949,864 6,661,382,906 6,296,194,630

4.23.3 Movement in the present value of defined benefit obligations

Particulars

Defined benefit obligation at Shrawan 1st

As at 32nd Ashadh 2075

8,837,958,354

As at 31st Ashadh 2074

7,919,403,462

As at 1st Shrawan 2073

7,919,403,462

Actuarial losses

1,815,541,577

990,058,785

Benefit paid by the plan (1,049,611,270) (902,951,673) -
Current service cost and interest 895,638,543 831,447,780 -
Defined benefit obligation at Ashadh end 10,499,527,204 8,837,958,354 7,919,403,462

4.23.4 Movement in the fair value of plan assets

Particulars

Fair value of plan assets at Shrawan 1st

As at 32nd Ashadh 2075

6,661,382,906

As at 31st Ashadh 2074

6,296,194,633

Contributions paid into the plan

Benefit paid during the year

Actuarial (losses) gains (154,957,504) (201,469,244)
Expected return on plan assets 599,524,462 566,657,517
Fair value of plan assets at Ashadh end 7,105,949,864 6,661,382,906

4.23.5 Amount recognised in profit or loss

Particulars As at 32nd Ashadh 2075 As at 31st Ashadh 2074
Current service cost 147,454,798 159,334,294
Interest on obligation 748,183,745 672,113,486

Expected return on plan assets

(599,524,462)

(566,657,517)

Net Expenses

296,114,081

264,790,263

4.23.6 Amount recognised in other comprehensive income

Particulars As at 32nd Ashadh 2075 As at 31st Ashadh 2074
Actuarial (gains) / losses 1,970,499,081 1,191,528,029
Total 1,970,499,081 1,191,528,029

56  NEDAL BANK LIMITED | 59" ANNUAL REPORT 2074/75




4.23.7 Actuarial assumptions

Particulars

As on 32nd

Pension and
Gratuity

Ashadh2075

Retirement

As on 31*Ashadh2074

Pensionand

Retirement

Gratuity

Gratuity

As on 31%*Ashadh 2073

Pension and

Retirement

Discount Rate 9% 9% 9% 9% 9% 9%
Expected Return on Plan Asset 9% 9% 9% 9% 9% 9%
Future Salary Increase 6% 6% 6% 6% 6% 6%
Expected Average remaining 24.17 11.87 24.63 10.66 25.78 10.11
working lives (years)
Withdrawal rate 5% 5% 5% 5% 5% 5%
4.24 Debt securities issued
No debt securities have been issued by the Bank.
4.25 Subordinated Liabilities
No Subordinated Liabilities has been issued by the Bank.
4.26 Share Capital
Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 = As at 1st Shrawan 2073
Ordinary shares 8,042,662,200 8,042,662,200 6,465,001,800
Convertible preference share(Equity component) - - -
Irredeemable preference share(Equity component) - - -
Perpetual debt(Equity component only) - - -
Total 8,042,662,200 8,042,662,200 6,465,001,800

4.26.1 Ordinary Shares

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Authorized capital:

100,000,000 ordinary shares of Rs.100 each 10,000,000,000 10,000,000,000 10,000,000,000
Issued capital:

80,426,622 ordinary shares of Rs.100 each 8,042,662,200 8,042,662,200 6,499,478,200
Subscribed and paid of capital

80,426,622 ordinary shares of Rs.100 each 8,042,662,200 8,042,662,200 6,465,001,800
Total 8,042,662,200 8,042,662,200 6,465,001,800

4.26.2 Ordinary share ownership

. As at 32nd Ashadh 2075 As at 31st Ashadh 2074 As at 1st Shrawan 2073
Particulars
Percent Amount | Percent Amount Percent Amount
Domestic ownership: 100.00% | 8,042,662,200 | 100.00% | 8,042,662,200 | 100.00% | 6,465,001,800
Nepal Government 62.21% | 5,003,685,500 | 62.21% | 5,003,685,500 62.55% | 4,043,604,500
"A" class licensed institutions 0.00% - 0.00% - 0.00% -
Other licensed institutions 0.00% - 0.00% 15,000 0.00% -
Other institutions 4.54% 364,911,600 3.85% 310,037,700 5.01% 323,643,700
Public 33.25% | 2,674,065,100 | 33.93% | 2,728,924,000 32.45% | 2,097,753,600
Other 0.00% - 0.00% - 0.00% -
Foreign ownership 0.00% - 0.00% - 0.00% -
Total 100.00% | 8,042,662,200 | 100.00% | 8,042,662,200 | 100.00% | 6,465,001,800
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4.26.3 Details of Shareholders holding 0.5% or more shares

Name of Shareholder Number of Share Holding % Amount
Nepal Government 50,036,855 62.21% | 5,003,685,500
Nunkaran Agrawal 1,321,066 1.64% 132,106,600
Shankar Lal Agrawal 1.08% 86,800,100
Life Insurance Corporation (Nepal) Limited 826,567 1.03% 82,656,700
Nepal Life Insurance Company Limited 456,855 0.57% 45,685,500
53,509,344 66.53% | 5,350,934,400

4.27 Reserves

Particulars

As at 32nd Ashadh

As at 31st Ashadh

As at 1st Shrawan

2075 2074 2073
Statutory General Reserve 3,904,177,042 3,261,040,645 2,637,461,893
Exchange equalization reserve 86,786,914 86,786,914 86,786,914
Corporate social responsibility reserve 58,320,615 31,178,938 -
Capital redemption reserve - - -
Regulatory reserve 2,589,021,283 - -
Investment adjustment reserve 2,404,276 19,059,828 35,377,613
Capital reserve 259,735,644 259,735,644 259,735,644

Assets revaluation reserve

7,743,591,321

7,761,988,650

7,793,714,189

Fair value reserve

2,298,882,970

4,895,685,326

3,576,753,002

Dividend equalization reserve

7,485,526

7,485,526

7,485,526

Actuarial gain

(2,213,418,977)

(834,069,620)

Special reserve*

1,197,874,084.00

1,172,493,653

Other reserve
Capital Adjustment Fund 380,382,600 380,382,600 380,382,600
Contingent Reserve 2,763,349 2,763,349 2,763,349
Corporate development fund 3,300,000 3,300,000 3,300,000
Employee training fund 110,253,459 60,237,336 -
Total 15,233,686,022 17,133,449,220 15,956,254,383

*With the approval of Nepal Rastra Bank (Approval letter received from Nepal Rastra Bank dated 2075-01-
12 ref. no. Bai. Bi. Ni. Bi./ Br 1 / Nepal Bank / 074 / 75), special reserve of amount 1,197,874,084 has been
transferred to retained earnings with restriction to distribute dividend to shareholder as well as bonus to the

bank employees.

4.27.1 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 earned during the year until 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 set aside as General Reserve. For FY 2073-
74, fund has been created by allocating profit as per previous GAAP.

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra

Bank.

4.27.2 Exchange Fluctuation Reserve Fund

Exchange Fluctuation Reserve is the reserve created as per Section 44 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.
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4.27.3

4.27.4

4.27.5

4.27.6

4.27.7

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

Fair Value Reserve

The fair value reserve comprises the cumulative net change in the fair value of financial assets that are
measured at fair value and the changes in fair value is 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 account head.

Assets Revaluation Reserve

Any reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets, 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 absorb unexpected losses due to the subsequent
deterioration in market values and tax consequences of revaluation.

Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as per the Directive
of NRB for the purpose of implementation of NFRSs and which has not been regarded as free for distribution
of dividend (cash as well as bonus shares) has been presented under this account head. The amount allocated
to this reserve includes interest income recognized but not received in cash, difference of loan 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 assets, amount of goodwill recognized under
NFRSs etc.

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.For FY 2073-74, fund has been created by allocating profit as per previous
GAAP.

Other Reserve Fund

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

4.28 Contingent Liabilities and Commitment

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073

Contingent Liabilities

7,567,280,788

6,951,513,140

6,136,805,777

Undrawn and undisbursed facilities

8,716,653,181

5,132,284,637

5,635,729,474

Capital commitment

Lease commitment

Litigation

Total

16,283,933,969

12,083,797,777

11,772,535,251

4.28.1 Contingent Liabilities

Particulars As at 32nd Ashadh 2075 | As at 31st Ashadh 2074 | As at 1st Shrawan 2073
Acceptance and Documentary credit 884,133,491 715,254,642 25,590,328
Bills for collection 175,875,613 146,220,846 42,913,883

Forward exchange contracts

Guarantees

3,179,235,459

2,927,613,768

2,162,520,238

Underwriting commitments

Other commitments

3,328,036,224

362,423,884

3,905,781,328

Total

7,567,280,788

6,951,513,140

6,136,805,777
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Particulars

As at 32nd Ashadh 2075
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4.28.2 Undrawn and Undisbursed Facilities

As at 31st Ashadh 2074

As at 1st Shrawan 2073

Undisbursed amount of loans

Undrawn limits of overdraft

2,342,335,935

1,647,863,609

1,454,590,374

Undrawn limits of credit cards

Undrawn limits of letter of credit

5,837,302,674

3,204,331,785

3,825,559,747

Undrawn limits of guarantee

537,014,572

280,089,244

355,579,353

Total

8,716,653,181

5,132,284,638

5,635,729,474

4.29 Interest Income

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31% Ashadh 2074
Cash and cash equivalents 40,990,314 4,666,212
Due from Nepal Rastra Bank - -
Placement with Banks and Financial Institutions 54,788,767 23,894,068
Loans and Advances to Bank and Financial Institutions 40,063,935 43,392,079
Loans and advances to customers 8,678,591,071 6,999,704,357
Investment securities 316,533,547 219,360,897
Loans and advances to staff 98,468,707 140,912,103
Other - -
Total interest income 9,229,436,342 7,431,929,715

4.30 Interest Expenses

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31* Ashadh 2074
Due to Bank and Financial Institutions 2,138,396.68 229,047.69
Due to Nepal Rastra Bank 8,300,241.80 5,081,144.45
Deposits from customers 2,831,226,445.52 1,723,050,298.98
Borrowing 25,200.00 -
Debt securities issued - -
Subordinated liabilities - -
Other - -
Total interest expense 2,841,690,284.00 1,728,360,491.12
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4.31 Fees and Commission Income

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31* Ashadh 2074

Loan Administration fees 44,475,423 35,317,864
Service fees 121,681,129 133,734,422
Consortium fees - -
Commitment fees 8,953,133 8,791,780
DD/TT/Swift fees 8,113,681 5,935,996
Credit card/ATM issuance and renewal fees 6,055,356 12,638,978
Prepayment and swap fees - -
Investment banking fees - -
Assets management fees 13,767,074 12,489,863
Brokerage fees - -
Remittance fees 37,704,962 42,076,987
Commission on letter of credit 18,236,692 25,263,619
Commission on Guarantee Contracts issued 44,907,125 33,480,427
Commission on share underwriting/issued - -
Locker rental 22,971,446 21,746,841
Other Fees and Commission Income 656,153,506 391,652,867
Total Fees and Commission Income 983,019,526 723,129,644

4.32 Fees and Commission Expense

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31* Ashadh 2074
ATM management fees - -
VISA/Master card fees - -
Guarantee commission 23,306,639 21,518,299
Brokerage 4,200,136 2,375,062
DD/TT/Swift fees 2,676,860 2,331,696
Remittance fees and commission 331,565 421,571
Other Fees and Commission Expense 46,244,213 42,276,349
Total Fees and Commission Expense 76,759,413 68,922,977

4.33 Net Trading Income

Particulars For the year ended 32nd Ashadh 2075

Changes in fair value of trading assets

For the year ended 31* Ashadh 2074

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/Loss Foreign Exchange Transaction 202,999,957 144,780,554
Other 4,280,850 -
Total Net trading income 207,280,807 144,780,554
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4.34 Other Operating Income

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31 Ashadh 2074

Foreign Exchange Revaluation Gain (23,484,207) (23,268,368)
Gain/loss on sale of investment Securities (193,715,656) (553,425,190)
Fair value gain/loss on investment property - -
Dividend on equity instruments 9,831,821 11,100,702
Gain/loss on sale of property and equipment 1,098,740 121,775
Gain/loss on sale of investment property 14,996,324 140,905,294
Operating lease income 23,001,140 26,686,112
Gain/loss on sale of gold and silver 2,460,237 -
Other 184,703,938 57,506,894
Total other operating income 18,892,336 (340,372,782)

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

Particulars

For the year ended

32nd Ashadh 2075

For the year ended 31*
Ashadh 2074

Impairment charge/(reversal) on loan and advances to B/FIs

5,776,824.89

3,479,598.21

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

(92,117,354)

355,579,941

Impairment charge/(reversal) on financial Investment

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) on investment property

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

(86,340,530)

359,059,540

4.36 Personnel Expense

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31* Ashadh 2074
Salary 745,085,187 723,183,464
Allowances 184,265,656 182,752,069
Gratuity expenses * - -
Provident fund 129,957,650 149,993,083
Uniform 16,907,288 19,720,500
Training & Development Expense 20,985,029 6,499,267
Leave encashment 66,950,644 113,307,491
Medical 80,731,243 90,395,195
Insurance 2,297,855 2,706,137
Employees Incentive 114,058,779 116,570,557
Cash-settled share-based payments - -
Pension Expense * 296,114,081 264,790,263
Finance expenses under NFRS 70,873,489 82,935,507
Other Expenses Related to Staff 26,165,567 63,885,320
Sub-Total 1,754,392,467 1,816,738,854
Employees Bonus 394,438,019 351,008,018
Total personnel expenses 2,148,830,486 2,167,746,871

*Includes both pension and gratuity expenses
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4.37 Other Operating Expense

Particulars

For the year ended 32nd Ashadh 2075

For the year ended 31* Ashadh 2074

Directors' fee 3,464,700 3,581,180
Directors' expense 1,236,827 542,211
Auditors' remuneration 1,695,000 1,695,000
Other audit related expense 5,865,764 5,981,378
Professional and legal expense 3,422,895 2,834,455
Office administration expense 335,115,625 402,288,303
Operating lease expense 70,924,051 57,861,381
Operating expense of investment properties - -
Corporate Social Responsibility Expense 5,015,143 -
Onerous lease provision - -
Other 84,577,307 140,438,689
Total other operating expense 511,317,311 615,222,598

4.38 Depreciation & Amortisation

Particulars

For the year ended 32nd Ashadh 2075

For the year ended 31* Ashadh 2074

Depreciation on Property and Equipment 93,498,792 88,468,815
Depreciation on investment property - -
Amortization of intangible assets 4,090,680 3,940,132
Total depreciation and amortization 97,589,472 92,408,947

4.39 Non-operating income

Particulars For the year ended 32nd Ashadh 2075 | For the year ended 31* Ashadh 2074
Recovery of loan written off 81,855,495 340,876,686
Other income 39419 144,365
Total non-operating income 81,894,914 341,021,051

4.40 Non-Operating Expenses

Particulars For the year ended 32nd Ashadh 2075 For the year ended 31* Ashadh 2074
Loan Written Off * 202,257 392,773
Redundancy provision - -
Expenses of restructuring - -
Other expense - -
Total non-operating Expenses 202,257 392,773

*Includes bills write off FCY Traveller cheques and draft TT.
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4.41 Income tax Expense

Particulars

Current tax expense
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For the year ended 32nd
Ashadh 2075

For the year ended 31*

Ashadh 2074

Current year

1,479,489,582

1,336,212,238

Adjustment for prior years

Deferred tax expense

Origination and reversal of temporary differences 235,303,667 185,037,968
Changes in tax rate - -
Recognition of previously unrecognized tax losses - -
Total income tax expense 1,714,793,249 1,521,250,206

4.41.1 Reconciliation of tax expense and accounting profit

Particulars For the year ended 32nd For the year ended 31*
Ashadh 2075 Ashadh 2074

Profit before tax 4,930,475,233 3,268,373,985
Tax amount at tax rate of 30% 1,479,142,570 980,512,195
Add: Tax effect of expenses that are not deductible for tax purpose 10,306,930 -
Less: Tax effect on exempt income (2,949,546) (43,434,166)
Add/less: Tax effect on other items (7,010,371) 399,134,209
Total income tax expense 1,479,489,582 1,336,212,238
Effective tax rate 30.01% 40.88%
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Statement of Distributable Profit or Loss
For the year ended 32nd Ashadh 2075

As per NRB Regulation

Particulars
Net Profit/(loss) as per Statement of Profit or Loss

Current Year
3,215,681,985

Previous Year

1,747,123,778

Appropriation

a. General Reserve

(643,136,397)

(623,578,752)

b. Foreign Exchange Fluctuation fund

c. Capital redemption reserve

d. Corporate social responsibility fund

(32,156,820)

(31,178,938.00)

e. Employees training fund

(50,016,123)

(60,237,336.00)

f. Other

(25,380,431.00)

Profit/(loss) before regulatory adjustment

2,490,372,645

1,006,748,321

Regulatory Adjustments:

a. Interest Receivable (-)/previous accrued interest received(+)

(288,595,124)

b. Short loan loss provision in accounts(-)/reversal(+)

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

d. Short provision for possible losses on Non-Banking Assets (-)/
reversal(+)

(87,007,182)

e. Deferred Tax Assets recognized(-)/reversal(+)

f. Goodwill recognized (-)/Impairment of Goodwill(+)

g. Bargain purchase gain recognized (-)/reversal(+)

h. Actuarial Loss recognized (-)/reversal(+)

(2,213,418,977)

i. Other (+/-)

Profit or (Loss) after Regulatory Adjustments

(98,648,638)

1,006,748,321

5 Disclosures & Additional Information

5.1 Risk Assessment and Management

Credit Risk

A credit risk is the risk of default on a debt that may arise from a borrower failing to 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. Factors for the credit risk include Counterparty Risk, Concentration Risk and
Securitization Risk.

The Bank has applied following mitigates for management of Credit Risk factors:
e Independent and ongoing credit quality review
e Limiting credit exposures
e Problem credit management system

e Diversification of risk asset portfolio among several sectors and sub sectors of the economy over a large
number of customers

e Deposit of borrower in bank, cash margin and additional collateral at individual level

e Proper valuation, storage, maintenance and insurance of collaterals.
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Such mitigates are monitored by Board of Directors, Risk Management Committee which is Board Level
Committee, Credit Risk Management Department, NRB Inspection team and Internal Audit Department of
the Bank

Market Risk

Marketrisk is the possibility of a customer experiencing losses due to factors that affect the overall performance
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:
e  Stress testing/simulation of market conditions

e Gap Analysis

e Limiting trading activity of instruments in the different markets

e Regular review of risk management processes

e Regular review of Risk Tolerance and appetite limit.

e Measurement of Equity price shocks.

e Measurement of Interest Rate Shocks

e Interest rate related Risk Monitoring.

Such mitigates are monitored by Board of Directors, Risk Management Committee, Internal Audit Department
Liquidity Risk

Liquidity risk is the risk that the Bank may be unable to meet short term financial demands. This usually
occurs due to the inability to convert a security or hard asset to cash without a loss of capital and/or income
in the process.

Factors of Liquidity Risk includes Deterioration in quality of credit portfolio Concentrations in either assets
or liabilities, Rapid asset growth funded by highly volatile large deposits, A large size of off-balance sheet
exposure.

The Bank has applied following mitigates for the management of Liquidity Risk:
e Appropriate composition of assets and liabilities

e Diversified and stable sources of funds

e Access to inter-bank market

e Contingency funding plan for crisis situations

e Regular stress testing

e  Cushion of liquid assets held

e Consistent analysis using liquidity ratios

e Review of Deposit Mix Concentration.

Such mitigates are monitored by BOD, Finance and Credit Department, Internal Audit Department.
Fair value of Financial Assets and Liabilities

Fair Value of financial assets and liabilities risk management includes effective portfolio management by
Finance department which is monitored by BOD, and other high-level officials.
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5.2 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 its business and to meet the regulatory capital requirements at all times.

As Capital is the centrepiece of the Bank’s performance matrix, a sound capital management forms the very
core of the overall performance landscape to ensure that the Bank delivers on its objective of maximizing
the shareholder’s value. The senior management of the Bank is engaged and responsible for prudent capital
management at all times. In compliance with the regulatory requirement of increasing the capital base as
prescribed by the Central Bank, the Bank is comfortable in meeting the minimum capital requirements and
is strongly positioned to meet the performance benchmarks.

5.2.1 Qualitative Disclosure

Nepal 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 strategies for maintaining capital levels. This includes basic 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
governance. The Bank has developed a comprehensive ICAAP document which is subject to review every
year. The ICAAP has two major components; first is an internal process to identify measure, manage and
report risks to which the bank is exposed or could be exposed in the future; and second is an internal 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 Management
Committee and Board. The report is prepared as per BASEL III norms considering various adverse scenarios.
The Bank also conducts the stress testing on quarterly basis and is reviewed by senior management, Risk
Management Committee and Board. The Bank in line with BASEL provisions and ICAAP document
assesses risk exposures and allocated sufficient capital/cushion for perceived risks.

5.2.2 Quantitative Disclosure

1. Capital Structure and a Breakdown of its Components:

Tier 1 Capital and a breakdown of its components Rs. In 000

Core Capital (Tier 1) 10,082,734
a. Paid Up Equity Share Capital 8,042,662
b. Irredeemable Non-Cumulative Preference Shares -
c. Share Premium 132,837
d. Proposed Bonus Shares | =
R ' Goneral Resorves 3’904,177
f. Retained Earnings . (437,191)
g. Unaudited Current Year Cumulative Profit =
h. Capital Redemption Reserve -
i. Capital Adjustment Reserve . 380,383
j. Dividend Equalization Reserve 7486
k. Debenture Redemption Reserve -
L. Capital Reserve (Created for loan waived as per Nepal Government Direction) 259,736
m. Other Free Reserves (Special Reserve, Other reserves) v 6,063
N e Gedwil > o o QR
0. Less : Deferred Tax Assets . -
p. Less : Miscellaneous Assets not written off =
q. Less : Investments in Equity in Licensed Financial Institutions -
L Less : Investments in equity of Institutions with excess of Limits - - - -
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t. Less :Investments arising out of Underwriting Commitments -

u. Less : Other Deduction (2,213,419)
* Tiér 2 Cépital bahd a b“reakdov‘vn of its componenfs
Supplementary Capital (Tier 2) . 957,006
a. Cumulative and/or Redeemable Preference Shares -
b. Subordinated Term Debt -
cHybrldCapltaIInstruments o
d.‘ » Géneral Loan Ldss PI‘O;/iSiOIl‘ » H ‘ » ‘ » ‘ » | » o 870,219
e. Exchange Equalization Reserve 86,787
f. Investment Adjustment Reserve -
g. Assets Revaluation Reserve | =
o e e —
i Other Reserves » -
Total Capital Fund (Tier 1 and Tier 2) 11,039,740
Risk Weighted Exposure(Assets) (After Supervisor’s Adjustnient) ‘ . 97,993,125
Capital Adequacy Ratio - ' N C11.27%
Regulator Requirement 11%
Common Equity Tier 1 Capital Ratio . 10.29%

Leveragé Ratio (regulétory réquirehlent }/.4%) 7.59%
e Deductions from Capital:Rs. 2,650,610

e Total Qualifying Capital: Rs. 11,039,740

e (Capital Adequacy ratio:11.27%

e Summary of the bank’s internal approach to assess the adequacy of its capital to support current
and future activities, if applicable:

NBL in its efforts to improve the capital adequacy ratio as prescribed by the regulator had implemented
a revised capital plan. Besides, the bank had formulated ICAAP Policy aimed at improving the Capital
Adequacy position in compliance with BASEL-III Framework from FY 2073-74. The task of systematic
preparation and presentation of BASEL-III report has been entrusted with the Risk Management Department
of the bank. Currently the bank’s ratio stands at 11.27%.

2. Risk Exposures

e Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

The risk weighted exposures as of 16™July 2018 is given below:

| Particulars Amount Rs. (000)
1. Credit Risk 83,259,993
2. Operational Risk 8,374,608
3. Market Risk 1,590,358
4, Adjustment under Pillar II 4,768,166
Total 97,993,125
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S.No. Particulars Amount Rs. (000)
1. Claims on other official entities -
2. Claims on banks 2,539,629
3 Claims on domestic corporate & Securities firm 23,141,195
4. Claims on regulatory retail portfolio 23,197,014
5. Claims not satisfying granularity Criteria -

6. Claims Secured by Residential properties 3,931,890
6. Claims secured by commercial real estate 713,102
7. Past Due Claims 4,964,094
8. High Risk Claims 3,351,870
9. Investment in Equity of Institutions 1,280,055
10. Other Assets 10,910,996
11 Off Balance Sheet Items 9,230,148

Total 83,259,993

e Amount of NPAs (Both Gross and Net) Rs. In ‘000

Particulars

Gross NPA (Rs.) | Loan-Loss Provision (Rs.)

Net NPA (Rs.)

a. Restructured/Reschedule Loan 79,000 9,875 69,125
b. Substandard 564,398 141,100 423,298
c. Doubtful 372,704 186,352 186,352
d. Loss 1,339,101 1,339,101 -
e. Total 2,355,203 1,676,428 678,775
e NPA Ratios:
» Gross NPA to Gross Advances :2.96%
» Net NPA to Net Advances :0.88%

e Movement of Non-Performing Assets Rs. In 000

Particulars This Quarter Previous Quarter
Non-Performing Assets 2,355,203 2,320,459
Non-Performing Assets (%) 2.96% 2.91%

Changes %

(1.50)%

e  Write off of Loans and Interest Suspense Rs. In 000

Following Bills have been written off during the year 2017-18

- 2253

e Movements in Loan Loss provision and Interest Suspense: Rs. In ‘000

Particulars Loan Loss Provision Interest Suspense
Opening balance 2,524,036 4,786,764
Write Back/off in the years 2,052
Addition in the year 20,559 (90,715)
Balance as at16" July 2018 2,546,647 4,877,479

e Details of Subordinated Term Debt:
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- Not applicable

e Details of Additional Loan Loss Provision:

- None

e Segregation of Investment Portfolio

Investment Category Amount Rs. (000)
1. Held for Trading -
2. Held to Maturity (Govt. Securities) 12,727,601
3. Available for Sale (Equity) 3,520,172

3. Risk Management Function

NBL is exposed to various types of risks including credit, market, liquidity, operational, legal, compliance and
reputation risks. The objective of the risk management framework at the Bank is to ensure that various risks
are understood, measured and monitored and that the policies and procedures established to address these
risks are strictly adhered to.

The Board of Directors has oversight on all the risks assumed by the bank. The board level sub-committee
(Risk Management Committee) has been established to facilitate focused oversight of various risks. The
committee reviews the risk management policies, the bank’s compliance with risk management guidelines
issued by NRB and the status of implementation of BASEL - III requirement by the bank.

The Bank has set up a strong control and monitoring 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.

Measurement of Risks for Capital Adequacy Purpose:

Under Pillar 1 of the specific NRB guidelines, the bank currently follows Simplified Standardized Approach
for Credit Risk, Basic Indicator Approach for Operational Risk and Net Open Position approach 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, credit approval process and
limits. These documents are approved by the Board of directors.

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

Pre Sanction:

The branch managers have the authority to approve the credit within their permissible limits after due scrutiny
of background of the promoter, nature of business, turnover in the account, other financial indicators, income,
collateral and security. Loans above the authority of branch are recommended to head office for further decision.

Credit Risk Assessment Process:

Risk Management Department carries out a comprehensive credit 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 risk and security risk taking into consideration as much as 30 sub-parameters
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 concerned credit units.
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Post Sanction Monitoring/ Follow up:

Concerned branch are required to obtain 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 and
verified at regular interval. The credit units at 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 is the risk of loss resulting from inadequate or failed internal processes, people or systems, or
from external events. Operational risk is inherent in the bank’s business activities.

The board level committee that undertakes supervision and review of operational risk aspects are the Risk
Management Committee and Audit Committee. The board and the risk committee review the operational risk
level and the material operational risk exposure. The Audit committee supervises audit and compliance related
aspects. Internal Audit department on the other hand carries out audit according to the audit plan and report
findings to the audit committee.

Risk Arising from breakdown of Information and Operating System:

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

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 — Daily back up of all balances are taken at the end of the day. The bank is developing a system
of auto back up in the near future.

b. Disaster Recovery Site — The bank is in the process of establishing a disaster recovery site outside the
Kathmandu valley considering the lower frequency of seismic activities.

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

d. Exception Reporting — The system creates exception report as and when required.

Risk Arising from Procedural Lapses and Internal control:

The bank has defined every banking procedure in the Operation Manual-1 related to banking transactions.
Internal circulars are issued whenever required reporting by branches irregular. Internal Audit of maximum
branches is carried out each year.

Corporate Governance:
NRB Guidelines with respect to Corporate Governance are duly complied with.

C. Market Risk

a. Investments

Currently NBL 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
available for sale.

b. Foreign Exchange

The bank’s policy is to maintain the net open position of convertible foreign currency where exchange rate
risk persists in matching position.

D. Types of Eligible Credit Risk Mitigates 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 against Gold and Silver and Government Securities. Under
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this provision a total of Rs 9,975,435 Thousand has been deducted from total credit risk as CRM.Compliance
with External Requirement

The bank, at all times, has complied the externally imposed capital requirements. In the capital adequacy
calculation of 16th July 2018 (presented above), the bank has added 3% of total risk weighted exposures to its
risk weighted exposures as per the direction from Nepal Rastra Bank as part of supervisory review.

5.3 Classification of financial assets and financial liabilities

Particulars

Fair Value

Amortized Cost

Fair Value

Financial Assets:

through PL

through OCI

Cash and cash equivalents

5,780,881,926.58

5,780,881,926.58

Due from Nepal Rastra Bank

6,283,655,201.33

6,283,655,201.33

Placement with Bank and Financial
Institutions

2,965,493,253.62

2,965,493,253.62

Derivative Financial Instruments

18,628,000.00

18,628,000.00

Loans and advances to B/FIs

2,739,470,886.68

2,739,470,886.68

Loans and advances to customers

75,556,510,556.81

75,556,510,556.81

Investment securities

12,727,601,387.88

3,520,172,342.32

16,247,773,730.20

Other Financial assets

2,125,918,944.15

2,125,918,944.15

Total financial Assets 18,628,000.00 | 108,179,532,157.05 | 3,520,172,342.32 | 111,718,332,499.37
Financial Liabilities:

Due from customers - 99,540,725,763.20 - 99,540,725,763.20
Other Financial Liabilities - 2,319,113,675.58 - 2,319,113,675.58
Total financial Liabilities -| 101,859,839,438.78 - | 101,859,839,438.78

5.4 Segment Analysis

5.4.1 General Information

The bank’s operation is managed centrally through Head Office. All strategic, financial and operational
policies and operations are controlled and directed from the head office. The Bank operates in seven
proveniences though has a single jurisdiction. The management of the bank is on the basis of various types
of operations supported by ancillary support services.

Bank has identified following segments as reportable:

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

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

c. Remittance Segment involves activities of transferring / receiving funds locally and/or globally.

d. Government Segment involves activities that are supportive to Government services like pension to
Government employees, and facilitating other such Government services.

There 1s no inter-unit cost transfer mechanism within the bank.
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5.4.2 The segmental information about profit or loss, assets and liabilities is presented below:

5.4.3

d)

Amount in NPR

Name Of Segment Banking Treasury | Remittance C;f;;ﬁggf;:
a. Revenues from external customers 9,273,740,085 228,428,793 | 55,941,654 53,707,500
b. Intersegment revenues - - - -
c. Net Revenue 9,273,740,085 228,428,793 | 55,941,654 53,707,500
d. Interest revenue 8,817,123,714 412,312,628 - -
e. Interest Expense 2,831,251,646 10,438,638 - -
f. Net interest revenue (b) 5,985,872,068 401,873,990 - -
g. depreciation and amortization* - - - -
h. Segment Profit / (Loss) 5,985,872,068 401,873,990 - -
i. Entity's interest in the profit or loss of associ- i i i i
ates accounted using equity method

j- Other Material non cash item - - - -
k. Impairment of assets - - - -
1. Segment Assets* 75,556,510,557 | 16,266,401,730 - -
m. Segment liabilities* 99,540,725,763 434,677,376 - -

*Depreciation and amortization cannot be allocated to reportable segment from Bank's internal data record

keeping system.

a) Revenue

Total revenue of reportable segments

Reconciliation of reportable segment revenues, profit or loss, assets and liabilities:

9,611,818,032

Other revenue

995,046,423

Elimination of intersegment revenue

Entity's revenues

10,606,864,456

b) Profit or Loss

Total profit or loss for reportable segments

6,387,746,058

Other profit or loss

Elimination of intersegment profits

Unallocated amounts:

(1,457,270,824.62)

Profit before income tax

4,930,475,233

c¢) Assets

Total assets for reportable segments

91,822,912,287

Other assets

Unallocated amounts

41,644,288,754

Entity's assets

133,467,201,041

Liabilities

Total liabilities for reportable segments

99,540,725,763

Other liabilities

Unallocated liabilities

10,954,481,112

Entity's liabilities

110,495,206,875
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e) Information about product and service

Revenue from each type of product and services described in point 1 (b) above

Banking 9,273,740,085
Treasury 228,428,793
Remittance 55,941,654
Government Transaction 53,707,500

f) Information about geographical areas

Bank has been assessing segment results differently than as required.

g) Information about major customer

5.5

5.6

5.7

5.7.1

None of the customer individually or as a group contributes to 10% or more of the bank’s revenue.

Share options and share based payment

There is no share-based payment made by the Bank.

Contingent liabilities and commitment

Litigation is a common occurrence in the banking industry due to 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 account for adverse
effect which the claims may have on its financial standing. Contingent liabilities on other matters have
already been disclosed in notes 4.28.

Related party disclosures

The related parties of the Bank which meets the definition of related parties as defined in “NAS 24 Related
Parties Disclosure” are as follows:

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 personnel who were holding various positions in
the office during the year (As at Ashadh end 2075) were as follows:

Name of the Key Management Personnel Post

Devendra Pratap Shah Chief Executive Officer

Durga Raj Regmi Deputy Chief Executive Officer

Shyam Sundar Kandel Assistant Chief Executive officer

Raju Nath Khanal Assistant Chief Executive officer
Krishna Bahadur Adhikari Assistant Chief Executive officer

Dilli Ram Sharma Acting Assistant Chief Executive Officer

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
whereas compensation paid to 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 allowances, non- cash benefits
like vehicle facility, subsidized rate employees’ loan, and termination benefits are also provided to KMP.
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The details relating to compensation paid to key management personnel (Director’s only) were as follows:

Particulars Current Year

Director’s Fee 3,464,700.00
Other Expenses 1,236,827.06
Total 4,701,527.06

The details relating to compensation paid to key management personnel other than directors were as follows:

S.N. Name Position Remuneration

1 Devendra Pratap Shah Chief Executive Officer 4,051,120
2 Durga Raj Regmi Deputy Chief Executive Officer 1,713,359
3 Arun Kumar Bajracharya Assistant Executive Officer 116,710
4 Shyam Sundar Kadel Assistant Executive Officer 1,366,796
5 Raju Nath Khanal Assistant Executive Officer 1,320,701
6 Krishna Bahadur Adhikari Assistant Executive Officer 1,223,033
7 Dilli Ram Sharma Acting Assistant Executive Officer 1,294,754
Total Remuneration 11,086,473

Besides above remuneration, vehicle facilities were provided to key management personnel.
5.8 Merger and acquisition
No any Merger and acquisition has taken in the years presented.
5.9 Additional disclosures of non-consolidated entities
There are no further disclosures to be made as per NFRS requirements.
5.10 Events after reporting date.
There are no other events after Reporting Date affecting financial status as on Ashadh end, 2075.
5.11 Disclosure effect of transition from previous GAAP to NFRSs
5.11.1 Reconciliation of Equity

Particulars Explanatory 01-04-73
note

Total Equity under Previous GAAP 6,713,914,357
Adjustments to NFRSs:

Investment provision of Previous NRB transferred to Retained Earnings 1 33,535,500
Reversal of Staff Loan Interest Booked as per old GAAP 2 (90,453,460)
NBA Provision transferred to Retained Earnings 3 143,432,215
Recognition of Staff Loan Interest as per NFRS 2 106,852,446
Recognition of Defined Benefit Obligation 5 (1,623,208,832)
Recognition of Lon- term service leave Obligation 6 85,321,110
Interest Receivable booked 7 259,278,838
Revaluation Reserve of Land 8 11,133,827,463
Investment fair value increase recognized 9 5,109,647,145
Deferred tax reserve of previous GAAP reversed 11 (82,667,094)
?iezziezlrriideg:it ;n investment measured through FVTOCI directly recog- D (1.532.894.144)
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Deferred tax on Land due to increase in revaluation directly recognized

in equity 13 (3,340,148,239)
Deferred Tax Adjustment as per NFRS 10 549,197,749
Total Adjustments 10,751,755,664
Equity as per NFRS 17,465,670,021
Particulars Explanatory 2073-74
note

Total Equity under Previous GAAP 11,451,753,764
Adjustments to NFRS:

Recognition of Lon- term service leave Obligation 6 85,321,110
Recognition of Defined Benefit Obligation (1,623,208,829)
g:risi:lrg:nt provision of Previous GAAP transferred to Retained 1 33.535.500
NBA Provision transferred to Retained Earnings 3 143,432,215
Revaluation Reserve of Land 8 11,133,877,413
Investment fair value increase recognized of current year 73-74 9 3,627,025,565
Investment fair value increase recognized 2073-04-01 9 5,109,647,145
Re-measurement loss of defined benefit obligation 4 (834,069,620)
Employee benefit expenses for staff loan NFRS 2 16,398,986
Deferred tax reserve of previous GAAP reversed 11 (82,667,095)
?JC:EegrrrE;let;)i(no:qiurli:/;stment measured through FVTOCI directly 12 (1,532,894,144)
gejzflric:g tax on Land due to increase in revaluation directly recognized 13 (3.340,163,224)
Deferred Tax Adjustment as per NFRS 10 549,197,749
2&C:£e;rr1?ge?>iin0:qiur1i;/§stment measured through FVTOCI directly 12 (565.256.711)
geef:;rii;l tax on Land due to increase in revaluation directly recognized 13 13,596,660
Interest Receivable booked 7 259,278,838

Total Adjustments in statement of profit and loss

(1,370,769,963.31)

Total Adjustments 11,622,281,595
Total Equity under NFRS 23,074,035,359
Explanatory Notes:

1. Measurement of Investment securities at fair value

The Adjustments made here is of reversal of provision made in NRB due to fair value concept in
NFRS. Increase in fair value is added to equity and decrease in fair value is deducted from equity.
The investment value is differentiated to Fair Value through Profit and Loss (FVTPL) and Fair Value

through Other Comprehensive Income (FVTOCI).

2. Staff loan expense

Loan provided to staff is treated as a financial instrument measured at amortised cost using effective
interest rate method. The interest calculated as per previous GAAP is reversed and new interest is

charged using effective interest rate as per NFRS.
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11.

12,
13.

The loan provided at concessional interest rate also incorporates a portion of expense for the sake of
employees. Hence, the difference between interest actually earned and interest charged in books is for
employee benefit expense. The interest income and employee benefit expense associated with staff
loan is charged to retained earnings until the fiscal year 2072/73. For upcoming years, such income and
expenditures are charged to Statement of Profit or Loss.

NBA provision

Non-Banking Assets (NBA) were not shown in financial statements as per previous GAAP by charging
provision against it for equal amount as that of NBA. The adjustment made above is to reverse such
provision previously booked and recognize NBA as an Investment Property. Any reversal of such
provision is also adjusted accordingly.

Re-measurement loss of Defined Benefit Obligation

Amount of gain or loss on re-measurement of Defined Benefit Obligation is derived from actuary
valuation of Employee Benefit Schemes such as: pension and gratuity, leave etc. Such gain or loss is
charged to Equity through Other Comprehensive Income.

Defined benefit obligation of employees

Liability for defined benefit obligation is calculated using Actuarial valuation and adjustments is made
in the financials accordingly.

Long term leaves for employee service

Liability for defined benefit obligation is calculated using Actuarial valuation and adjustments is made
in the financials accordingly.

Interest receivable income recognized and transferred to regulatory reserve

Interest receivable, for which income was not recognised in previous GAAP, has been recognised as
income in NFRS financials.

Revaluation of Property and Equipment

Land is revaluing on date of transition to NFRS and increase due to revaluation is transferred to
revaluation reserve in equity component. Any gain on sale of Land recognized during the period covered
by the financial statement is adjusted through Assets Revaluation Reserve.

Investment securities

Investment securities measured at Fair Value through profit or loss or fair value through Other
Comprehensive Income is stated at fair value at the end of every reporting period. Fair Value change
in investment designated at FVTPL is transferred to profit and loss whereas fair value change in
investment measured at FVTOCI is transferred to Other Comprehensive income which is added to fair
value reserve in equity component. Any gain or loss on sale of investment booked during the period is
reversed and gain or loss on carrying amount as per NFRS is charged.

Deferred tax

Deferred tax is revised due to adjustments made in NFRS financials and deferred tax income/expenses
are revised.

Deferred tax reserve was created in previous GAAP after recognition of deferred tax assets which is
reversed now as there is deferred tax liability.

Deferred tax raised on investment measured through FVTOCI is directly recognized in equity.

Deferred tax raised on Land due to increase in revaluation is directly recognized in equity.
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5.11.2 Reconciliation of Profit and Loss for FY 2073/74

Profit after tax as per NRB 3,117,893,742

Adjustments to PL from NFRS Entries:

Employee benefit expenses for staff loan NFRS (82,935,507)
Interest Income reversed which was booked on staff loan as per previous GAAP (37,345,586)
Interest Income booked on staff loan NFRS 140,912,103
Profit reversal on sale of investment of Previous GAAP (1,189,411,340)
Interest receivable income recognized NFRS 5,888,780
Reversal of gain on sale of fixed assets (45,322,199)
Pension expense reversed of Previous GAAP 902,951,673
Gratuity and pension expense recognized NFRS (264,790,263)
Leave expenses reversed of Previous GAAP 107,457,191
Leave expense recognized NFRS (75,355,485)
Additional provision for staff loan NFRS (6,049,749)
Impairment Reverse income 4.35 (23,248,740)
Write back of provision 4.35 (17,793,639)
Deferred Tax Income reversed (10,082,873)
Deferred tax income recognized as per NFRS 172,420,440
Reversal of amortization on investment premium 770,836
Leave encashment as per actuary (37,952,0006)
Deferred tax of defined benefit obligation recognised in OCI (357,458,409)
Loss on sale of investment (553,425,190)
Total Adjustments (1,370,769,963)
Profit after tax as per NFRS 1,747,123,778
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11.

12.
13.
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Explanatory Notes:

Loans and Advances to Banks and Financial Institution now segregated in NFRS which was included in
loan to customer as per old GAAP.

Adjustments made to loans and advances to customers are for interest income recognised in accrual basis
and amortisation of staff loan.

Adjustments made to investment securities are for market value adjustment and reversal of previously
recognised provision for investment.

Adjustment made to Investment property is due to recognition of Non-Banking Assets as Investment
property which was not previously shown in Statement of Financial Position as per previous GAAP.

Adjustments made to Property and Equipment is for revaluation of land at transition date and segregation
of intangible assets which was previously included in property and equipment.

Intangible assets were presented under the heading of Property Plant and Equipment and now have been
reclassified to Intangible Assets as per NFRS.

Deferred tax asset is revised as per NFRS and adjusted as per NFRS calculation.

Adjustment in other assets is for deferred employee expenditure as per staff loan amortisation and
reclassification adjustment.

Adjustment in provision is due to reversal of previously recognized provisions on investment and adjustments
made to provision charged / reversed in respect of Non-Banking Assets.

Deferred tax liability is revised as per NFRS and adjusted as per NFRS calculation.

Adjustments made to other liability include actuarial liability adjustments as per actuarial valuation of
defined benefit obligation and liability for long service leave.

Retained earnings adjustments can be verified through note 5.9.1.

Adjustments for reserve can be verified through note no. 5.9.1.
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5.11.4 Effect of NFRSs adoption for statement of profit or loss and other comprehensive income

Particulars

As per Old GAAP

As at

31st Ashadh 2074

Adjustments for

NFRS

Restated*
As at
31st Ashadh 2074

Interest income

7,322,474,419

109,455,296

7,431,929,715

Interest expense

(1,728,360,491)

3,456,720,982

1,728,360,491

Net interest income 5,594,113,928 3,566,176,279 5,703,569,224.33
Fees and commission income 701,382,803 21,746,841 723,129,644
Fees and commission expense (68,922,977) 137,845,954 68,922,977
Net fee and commission income 632,459,826 159,592,794 654,206,666.93
Net interest and commission income 6,226,573,754 3,725,769,073 6,357,775,891.26
Net trading income 144,780,554 - 144,780,554

Other operating income

1,368,821,928

(1,709,194,710)

(340,372,782)

Total operating income 7,740,176,236 2,016,574,363 6,162,183,663.17
Impairment charge/(reversal) for loans 449,501 448 (90.441,909) 359,059,540
and other losses

Net operating income 7,290,674,788 2,107,016,272 5,803,124,123.57

Operating expense

Personnel expenses

(2,717,122,474)

4,884,869,345

2,167,746,871

Other Operating expenses (477,617,257) 1,092,839,856 615,222,598
Depreciation and Amortization (92,044,652) 184,453,600 92,408,947
Operating Profit 4,003,890,404 8,269,179,073 2,927,745,706.41
Non-operating Income 441,731,911 (100,710,860) 341,021,051
Non-operating expense (1,599,208) 1,991,981 392,773
Profit before income tax 4,444,023,107 8,170,460,194 3,268,373,984.78

Income tax expense

Current Year Income Tax

(1,336,212,238)

(1,336,212,238)

Deferred Tax income 10,082,873 (195,120,841) (185,037,968)
Profit for the period 3,117,893,742 7,975,339,353 1,747,123,778
Explanatory Notes:

Adjustments made to profit and loss can be verified through note 5.9.2.
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Valuation Hierarchy

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

Fair Value of Financial Assets and Liabilities Measured at Fair Value
The fair value measurement hierarchy is as follows:

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

Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted prices
for identical or similar instruments in inactive markets and financial instruments valued using models where
all significant inputs are observable.

Level 3 portfolios are those where there are unobservable inputs of the instruments. The inputs are not

based on observable market data.

F:.ur Value Level 1
Disclosure

As on
32.03.2075

As on
31.03.2073

As on
31.03.2074

As on

Particulars 32.03.2075

Quoted
Equity
Shares

3,290,616,742 | 4,289,043,138 | 624,760,800

Level 2

As on
31.03.2074

As on
31.03.2073

As on
32.03.2075

Level 3

As on
31.03.2074

As on
31.03.2073

Unquoted

. 229,555,600
equity

2,890,486,213

4,614,580,431

FVofLand | - - - -

11,133,877,413

Investment
Properties

87,007,183

120,183,475

143,432,215

5.13 Impairment of financial assets

At each reporting date, the Bank has assessed whether there exists objective evidence that a financial asset
or group of financial assets not carried at fair value through profit or loss are impaired. A financial asset or
a group of financial assets is impaired when objective evidence demonstrates that a loss event has occurred
after the initial recognition of the asset(s), and that the loss event has an impact on the future cash flows of the
asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include significant financial difficulty of the
borrower or issuer, default or delinquency by a borrower, restructuring of a loan or advance by the Bank on
terms that the Bank would not otherwise consider, indications that a borrower 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 payment status of borrowers 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 possession
of collateral. This may involve extending the payment arrangements and agreement of new loan conditions.
Once the terms have been renegotiated, any impairment is measured using the original EIR as calculated
before the modification of terms and the loan is no longer considered past due. Management continually
reviews renegotiated loans to ensure that all criteria are met and that future payments are likely to occur. The
loans continue to be subject to an individual or collective impairment assessment, calculated using the loan’s
original EIR.
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5.13.1

a.

Use of Carve Outs for Financial Assets

For Impairment Calculation

An entity shall assess at the end of each reporting period whether there is any objective evidence
that a financial asset or group of financial assets measured at amortised cost is impaired. If 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 is bank or financial
institutions registered as per Bank and Financial Institutions Act, 2073. Bank and Financial Institutions
shall measure impairment loss on loan and advances as higher of amount derived as per prudential norms
prescribed by Nepal Rastra Bank and amount determined as per paragraph 63. However, bank and financial
institutions shall apply paragraph 63 of NAS 39: Financial Instruments: Recognition and Measurement to
determine the amount of impairment loss on financial assets other than loan and advances.

For Using Effective Interest rate

During the reporting period Bank has used the exemption for not calculating Interest Income using
Effective Interest Rate (EIR) as Bank has considered such calculation to be impracticable. Accordingly,
Bank has used Normal interest rate to charge interest income.

Interest calculation on Impaired Loan and advances

NAS 39 requires when a financial asset or a group of similar financial assets has been written down as
a result of an impairment loss, interest income is thereafter recognised using the rate of interest used
to discount the future cash flows for the purpose of measuring the impairment loss. The Bank has not
considered fees and transaction cost being immaterial. The interest income has been calculated using EIR.

Interest income on loans and advances that are overdue for more than 180 days are not recognised as
Interest income citing the recoverability of such amount.

IMPAIRMENT AS PER NAS 39

As at 31st Ashadh

Loans and advances to Customers As at 32nd Ashadh 2075 2074 As at 1st Shrawan 2073

Loans and advances to Customers (A) 78,508,183,082 73,623,320,492 63,179,921,495
Less:
Impairment allowances (a + b) 1,745,276,759.90 2,032,701,856.41 830,150,054.51
Collective Allowances (a) 1,224,066,009.93 1,168,330,014.67 686,755,507.73
Individual Allowances (b) 521,210,749.97 864,371,841.74 143,394,546.78
Impairment as percentage of Total Loans 2.26% 2.82% 1.35%
and advances
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5.14 Comparison of Unaudited and Audited Financial Statements as of FY 2074-75 End (Amount

In NPR “000)
Statement of Financial As per . . Reason for
Position Unaudited As p.er A“.dlted VALELGS Variance
3 3 Financial
Asset Financial Statement In A ¢ In
SSEts Statement 1l Aot Percentage

Cash and cash equivalent 4,639,908 5,780,882 | 1,140,974 24 59 | Reclassification
of items

Due from NRB and Reclassification

placement with B/Fis 10,349,148 6,283,655 | (4,065,493) (39.28) of items

Loan and advances 78,004,405 78,295,981 291,576 0.37

Tnvestment securitics 21,511,119 16,247,774 (5,263,346) (24.47) | Statutory audit
adjustments

Investment in subsidiaries ) ) ) )

and associates

Goodwill and intangibles 37,508 14,244 (23,264) (62.02) | Reclassification
of items
Reclassification

Other assets 24,062,263 26,844,664 2,782,402 11.56 .
of items

Total Assets 138,604,351 133,467,201 | (5,137,150)

Capital and Liabilities

Paid up Capital 8,042,662 8,042,662 - -

Reserves and surplus 24,072,518 14,929,332 | (9,143,186) (37.98) | mpact of all
adjustments

Deposits 99,831,378 99,540,726 (290,652) (0.29)

Borrowings 109,500 109,500 - -

Bond and Debenture - - - -

Othef }iabilities and 6.548.293 10,844,981 4,296,688 65.62 Res:lasmﬁcatlon

provisions of items

Total Capital and Liabilities 138,604,351 133,467,201 | (5,137,150)

As per As per Variance
Statement of Profit or Loss Ul,laudlfed A,Udlte.d In Reason for Variance
Financial Financial In Amount
Statement Statement Percentage
Interest Income 9,260,586 9,229,436 (31,150) (0.34) | Reclassification of items
Interest expense 2,841,665 2,841,690 25 0.00 | Reclassification of items
Net interest income 6,418,921.39 | 6,387,746.06 (31,175.33)
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Fee and commission income 763,905 983,020 219,114 28.68 | Reclassification of items
Fee and commission expense 76,759 76,759 . -

Net fee and commission income 687,146 906,260 219,114

Other operating income 679,378 226,173 (453,205) (66.71) | Reclassification of items
Total operating income 7,785,445 7,520,179 (265,266)

pmpairment charge/(reversal) for (19,390) (86,341) (66,951) 345.29 | Reclassification of items
oans and other losses

Net operating income 7,804,835 7,606,520 (198,315)

Personnel expense 2,775,058 | 2,148,830 (626,228) (22.57) Isnt:l‘g"ry audit adjust-
Other operating expense 553,353 511,317 (42,036) (7.60) | Reclassification of items
Operating profit 4,476,423 4,946,372 469,949

Non operating income/(expense) 40,785 (15,897) (56,682) (138.98) | Reclassification of items
Profit before tax 4,517,209 4,930,475 413,267

Income tax (1,502,743) | (1,714,793) (212,051) 14.11 ISI::;‘;;OW audit adjust-
Profit/(loss) for the period 3,014,466 3,215,682 201,216

Other comprehensive income 691,678 | (3,520,771) | (4212,449) |  (609.02) ilt:;‘g"ry audit adjust-
Total comprehensive income 3,706,144 (305,089) (4,011,233)
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Key Financial Indicators

Deposit
120,000 06 831
100,000 89,410 93,944 '
c 77,999
S 80,000 69,338
S 60,000
£
4 40,000
[-'4
20,000
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
Loan and Advances
30,000 + 79,632
80,000 - 74,373 '
70,000 - 63,524
S 60,000 - 53,388
g 50000 | 41218
© 40,000 -
& 30,000 -
20,000 -
10,000 -
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
Investment
25,000 22,702
17,989
. 20000 16,940 16,119 16,248
(=]
= 15,000
=
£ 10,000
(%]
[-'4
5,000
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
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Net Profit

3,500 - 3,216
3,000 - 2,883
c 2,500 -
S
£ 2,000 - 1,747
=
£ 1,500 -
€ 1000 - 717
484
500 _ -
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
Non-Performing Asset (NPA)
6 1 5.12
— 5 T
£ 3.98
Y 4 - 311 3.37
83 -
[
Q
o2 -
&
1 _
0 T T
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
Capital Adequacy
16 1 14.47
14 -
| 11.27
12 10.2
X 10
[J]
S g 7.5
=
S 6
& 4 -
2 4
0 - :
2070/71 2071/72 2072/73 2073/74 2074/75
Fiscal Year
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Address: Dharmapath, Kathmandu - HO | Phone: +977 1 4247999 / 4239888
Email: info@nepalbank.com.np | Swift Code: NEBLNPKA | Website:http://www.nepalbank.com.np

Provincial Offices and Branch Network

Province No. 1
Province/Branch

SN BN Name Tel. No. Cell No.
IR
531647
417313,

Bazaradda 417315 9852023011
3 5  Bhadrpur 23 520045 9852671330
4 175 Bhojpur 29 420010 9852052532
5 253 Biratchowk 21 545843 9852077300
6 88  Birtamod 23 541077 9852672819
7 174 Budhabare 23 555212 9852689189
8 38 C.O. Biratnagar 21 522406 9852067925
9 126 Chakraghatti 25 551127 9852059721
10 196 Damak 23 582616 9852670620
11 16 Dharan 25 520413 9852047584
12 55 Dhulabari 23 560293 9852673181
13 79 Duhabi 25 540021 9852023017
14 67 Fidim 24 520155 9852680795
15 172 Gaighat 35 421378 9852830778
16 84 Gauradaha 23 480271 9852676015
17 73  Gaurigunj 23 412005 9852670963
18 40 Ilam 27 520018 9852680135
19 59 [Itahari 25 580059 9852046779
20 129 Jhumka 25 562350 9852046490
21 106 Kakadbhitta 23 562251 9852671334
22 225 Khandbari 29 560284 9852023954
23 149 Mangalbare 27 400203 9852682135
24 10 Mills Area 21 436219 9852023012
25 251 Pakhribas 26 405176 9852053176
26 31 Rangeli 21 580662 9852023398
27 261 Srijanga 24 9861089333
28 147 Surunga 23 551002 9852674232
29 62 Taplejung 24 460515 9842660620
30 54 Tehrathum 26 460106 9852024415
31 99 Urlabari 21 541994 9852054616

Email.Address
nbl.provicel @nepalbank.com.np

nblbazaradda@nepalbank.com.np

nblbhadrapur@nepalbank.com.np
nblbhojpapur@nepalbank.com.np
nblbiratchowk@nepalbank.com.np
brm@nepalbank.com.mp
nblbudhabare@nepalbank.com.np
bro@nepalbank.com.np
nblchakraghatti@nepalbank.com.np
dmk@nepalbank.com.np
dhr@nepalbank.com.np
nbldhulabari@nepalbank.com.np
nblduhabi@nepalbank.com.np
nblfidim@nepalbank.com.np
nblgaighat@nepalbank.com.np
nblgauradaha@nepalbank.com.np
nblgaurigunj@nepalbank.com.np
nblilam@nepalbank.com.np
ith@nepalbank.com.np
nbljhumka@nepalbank.com.np
kdv@nepalbank.com.np
nblkhandbari@nepalbank.com.np
nblmagalbare@nepalbank.com.np
nblmillsarea@nepalbank.com.np
nblPakhribas@nepalbank.com.np
nblrangeli@nepalbank.com.np
nblsrijanga@nepalbank.com.np
nblsurunga@nepalbank.com.np
nbltaplejung@nepalbank.com.np
nbltehrathum@nepalbank.com.np
nblurlabari@nepalbank.com.np

Province No. 2
Province/Branch

Name Tel. No. Cell No.
418187
2 117  Adarshanagar 418049 9855021859
3 140  Barhathawa 46 540010 9854035710
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254
109

264
44

81

113

94
101
120
208
132

41

100
27
236
71
110
36
39
29
13
262
263
49
145

Bardibas
Bayalbas
Bhawanipur
C.O. Birgunj
C.O.Janakpur

Chandranigahapur

Fattepur
Gaur
Gaushala
Godar
Golbazar
Haripur
Hariwon

Ja.Chu.Ka. Com-
pound

Jeetpur
Kalaiya
Kalyanpur
Kanchanpur
Katahariya
Lahan
Maishthan
Malangawa
Rajbiraj
Rajdevi
Sarlahi Parsa
Shreepur
Siraha

Province No. 3

46

51
41

55

31
55
44
41
33
46
46

41

53
53
31
31

33
51
46
31

51
33

575135

521306
520474

540712

550220
521373
556145
413001
540353

530611
520010

412071
551438
540451
560011

560184
522035
520139
522287

522808
520283

9584020254
9854037109
9854035540
9855025700
9854024450

9855040179

9852820113
9855040134
9854027857
9854029023
9858230853
9854035639
9854035704

9854022028

9855023094
9855045111
9852821377
9852820379
9855044605
9852830670
9855021425
9854035439
9852820364
9855056135
9841247693
9855021428
9852830837

V| siure den AAES
NEPAL BHN LIMITED

nblbardibas@nepalbank.com.np
nblbayalbas@nepalbank.com.np
nblbhwanipur@nepalbank.com.np
bco@nepalbank.com.np
jco@nepalbank.com.np

nblchandranigahapur@nepalbank.
com.np

phattepur@nepalbank.com.np
nblgaur@nepalbank.com.np
nblgaushala@nepalbank.com.np
godar@nepalbank.com.np
nblgolbazar@nepalbank.com.np
nblharipur@nepalbank.com.np
nblhariwan@nepalbank.com.np

nbljnkchu@nepalbank.com.np

nbljeetpur@nepalbank.com.np
nblkalaiya@nepalbank.com.np
nblkalyanpur@nepalbank.com.np
nblkanchanpur@nepalbank.com.np
nblkathariya@nepalbank.com.np
Ihn@nepalbank.com.np
nblmaisthan@nepalbank.com.np
nblmalangawa@nepalbank.com.np
nblrajbiraj@nepalbank.com.np
nblrajdevi@nepalbank.com.np
nblsarlahiparsa@nepalbank.com.np
sri@nepalbank.com.np
nblsiraha@nepalbank.com.np

SN BN
2 35

15
19
133
20
25
64
78
130
57
65
258

Province/Branch

Name

Balaju
Banepa
Bhaktapur
Bhandara
Bhedasing
C.O. Hetauda
Chababhil
Chapagaun
Charikot
Chautara
Chbhetrapati
Dhadingbishi

DC

1
11
1
56
1
57
1
1
49
11
1
10

Tel. No.

4247999

4350259
662303
6620096
550470
4221874
520729
4466976
5570514
420064
620105
4263929
520096

Cell No.

9851019560
9851014079
9851014093
9855083197
9851014311
9855067606
9851019727
9851235038
9854045755
9851010607
9851019569
9851214709

nbl.provice3@nepalbank.com

bie@nepalbank.com.np
bnp@nepalbank.com.np
bkp@nepalbank.com.np
nblbhandara@nepalbank.com.np
bds@nepalbank.com.np
hco@nepalbank.com.np
cbl@nepalbank.com.np
nblchapagaun@nepalbank.com.np
nblcharikot@nepalbank.com.np
nblchautara@nepalbank.com.np
chp@nepalbank.com.np
nbldhadingbesi@nepalbank.com.np
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14
15
16
17
18
19

20

21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

40

41
42
43
44
45

217

45
135
246
18
50
245
168
24
93
90
124
201
34
85
48
47

269

215
176
143
233
26

Dhunche
Dillibazar
Dudhauli
Geetanagar
Hetauda Ind. E.
Jawalakhel

Jorpati

Kalimati
Kantipath
KBO
Kirtipur
Kopandole
Koteshwor
Lalitpur
Lazimpat
Maharajgunj
Melamchi
Narayangadh
Palung
Panauti
Panchkhal
Parsa Bazar
Patan Ind.Estate
Rampur
Ratnanagar
Sankhu

Sanopokhara

Sundhara
Thaiba
Thankot
Thimi
Trishuli

e e e e e e e

10

540278
4412585
412074
400225
412997
5547118

4916598,
4912599

4273360
4244956
422379
4332637
5539747
4600709
5554267
4414940

401017
530991
400019
440591
499118
583195
5521413

560210
4450667

521518,
521618

4248071
5014785
4312184
6637597
560608

9851106536
9851010824
9854047666
9855081404
9855067598
9851014152

9851182848

9851138698
9851019546
9851138121
9851014076
9851142616
9851141040
9851110980
9851014292
9851221575
9851130377

9855069404
9851107257
9851121506
9855059044
9851224735
9855065592
9855057555
9851019805

9855012010

9851019524
9851014112
9851014060
9851014295
9851103351

nbldhunche@nepalbank.com.np
dlb@nepalbank.com.np
nbldudhauli@nepalbank.com.np
nblgeetanagar@nepalbank.com.np
hie@nepalbank.com.np
jwk@nepalbank.com.np

nbljorpati@nepalbank.com.np

klm@nepalbank.com.np
ktp@nepalbank.com.np
kbo@nepalbank.com.np
krt@nepalbank.com.np
kpd@nepalbank.com.np
nblkoteshwor@nepalbank.com
gbl@nepalbank.com.np
lzm@nepalbank.com.np
nblmaharajgunj@nepalbank.com.np
nblmelamchi@nepalbank.com.np
nrg@nepalbank.com.np
nblpalung@nepalbank.com.np
nblpanauti@nepalbank.com.np
nblpanchkhal@nepalbank.com.np
nblparsa@nepalbank.com.np
pie@nepalbank.com.np
nblrampur@nepalbank.com.np
nbltandi@nepalbank.com.np
nblsankhu@nepalbank.com.np

nblsanopokhara@nbl.com.np

sdr@nepalbank.com.np
nblthaiba@nepalbank.com.np
nblthankot@nepalbank.com.np
nblthimi@nepalbank.com.np
trs@nepalbank.com.np

Gandaki Province

00O N O W b~ W

91
22
238
121
9
128

Province/Branch

Name

Arungkhola

Bagar

Baglung
Beshisahar
Burtiwang

C.O. Pokhara
Chame Manang

61
68
66
68
61
66

Tel. No.

061521112,

531250

555007,
555008

530648
520295
520785
410018
520459
440155
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Cell No.

9857087165

9856027331
9857620155
9856028510
9857621155
9856027286
9856028769

nbl.provice4@nepalbank.com

nblarungkhola@nepalbank.com.np

nblbagar@fewnet.com.np
bgl@nepalbank.com.np
nblbeshisahar@nepalbank.com.np
nblburtibang@nepalbank.com.np
pco@nepalbank.com.np
nblchame@nepalbank.com.np



9

10
11
12
13
14
15
16
17
18
19

20

21

60
102
123
68
80
66
63
192
153
190
72

257

83

Damauli
Dumre
Galkot
Jomsom
Khairanitar
Kushma
Myagdi
Prithvichwok
Sundarbazar
Suntaletar

Syangja
Talchowk

Waling

Province No. 5

65
65
68
69

67
69
61
66
63
63

61

63

560155
580196
411002
440055

420535
520055
528819
402155
411135
420155

561150,
561155

440114

Y| siuret den MIAES

9856026084
9856028903
9857625155
9857650043
9856011955
9857620172
9857640055
9856031163
9856029085
9856054135
9856027311

9856000955

9856020114

NEPAL BANK LIMITED

dml@nepalbank.com.np
nbldumre@nepalbank.com.np
nblgalkot@nepalbank.com.np
nbljomsom@nepalbank.com.np
khairenitar@nepalbank.com.np
nblkushma@nepalbank.com.np
nblmyagdibeni@nepalbank.com.np
pck@nepalbank.com.np
nblsundarbazar@nepalbank.com.np
suntaletar@nepalbank.com.np

syj@nepalbank.com.np
nbltalchowk@nbl.com.np

nblwaling@nepalbank.com.np

O 0 3 O W B W

[ S I NS I e e e T e e R S =
— O O 0 9 N LB A W DN~ O

22

23
24
25
26

228
260
27
95
165
240
61
188
14
266
112
185
248
17
52
28
78
189
151

235

11
277
214
256

Province/Branch

Name

C.O. Nepalgunj
Chandrauta
Chhahara
Dhang
Dhamboji
Ghartigaun
Gulariya
Khasyouli
Kohalpur
Krishnanagar
Lungri
Manigram
Murgiya
Palhinandan
Palpa
Pyuthan
Rajapur
Rolpa
Rukumkot

Sanoshree
Shantipur

Siddharthanagar
Thakurdwara
Thutepipal
Tulsipur

76

82
81
86
84
71
81
76

71
71

75
86
84
86
88
84

79

71
84
71

Tel. No.

71540080

525646
540394

560166
520205
416024
420502
541036
540520
520856

562725

520130
420050
460117
440293
413087
440065

420056,
420057

520646

429497

Cell No.

9858021625
9857029635
9857088260
9857830644
9858021857
9857825515
9858021730
9857026555
9858073072
9857026846
9749146987
9857029028

9857046854
9857060266
9857833223
9858022994
9857824076
9857839062
9858020501

9857022812
9858033277
9857022214

nbl.provice5@nepalbank.com

nco@nepalbank.com.np
nblchandrauta@nepalbank.com.np
nblchhahara@nepalbank.com.np
dan@nepalbank.com.np
njd@nepalbank.com.np
nblghartigaun@nepalbank.com.np
nblgulariya@nepalbank.com.np
btl@nepalbank.com.np
kohalpur@nepalbank.com.np
nblkrishnanagar@nepalbank.com.np
nbllungri@nepalbank.com.np
nblmanigram@nepalbank.com.np
nblmurgiya@nepalbank.com.np
nblpalhinandan@nepalbank.com.np
nblpalpatansen@nepalbank.com.np
nblpyuthan@nepalbank.com.np
nblrajapur@nepalbank.com.np
nblrolpa@nepalbank.com.np
rukumkot@nepalbank.com.np
nblsanushree@nepalbank.com.np

nblshantipur@nepalbank.com.np

bhw@nepalbank.com.np
nblthakurdwara@nepalbank.com.np
nblthutepipal@nepalbank.com.np
nbltulsipur@nepalbank.com.np
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Karnali Province

194
87
249

0 N N L B~ W
~
[

Branch Name

Baghrchaur
Birendranagar
Dolpa
Jagadulla
Jajarkot
Rukum
Salyan

Tel. No.

520264
550084

430219
530350
520303

Cell No.

9858050366
9748900915
9841818104
9858051219
9866853999
9857844553

nbl.provice6@nepalbank.com

nblbirendranagar@nepalbank.com.np
nbldolpa@nepalbank.com.np
nbljagadulla@nepalbank.com.np
nbljajarkot@nepalbank.com.np
nblrukum@nepalbank.com.np
nblsalyan@nepalbank.com.np

Sudur Paschim Province

163
137
244
156
107
268

o 3 O W»n K~ W

Branch Name

Bilaspur
Dadeldhura
Dhanagadhi
Jogbudha

Mahendranagar

Tikapur

Triveni

Tel. No.

540068
410250
521409
411009
521285
560917
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Cell No.

9858780000
9858751782
9858420639
9848724472
9858780000
9858421511
9845549428

nbl.provice7@nepalbank.com

nblbilaspur@nepalbank.com.np
nbldadeldhura@nepalbank.com.np
dhg@nepalbank.com.np
nbljogbudha@nepalbank.com.np
nblmahendranagar@nepalbank.com.np
nbltikapur@nepalbank.com.np
nbltriveni@nepalbank.com.np
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I Wl 7.:96§00939393, www.nepalbank.com.np
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NEPAL BANK LIMITED
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Address: Dharmapath, Kathmandu - HO | Phone: +977 1 4247999 / 4239888

Email: info@nepalbank.com.np | Swift Code: NEBLNPKA | Website:http://www.nepalbank.com.np




