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OUR BRANCH
NETWORK

Gongabu Putalisadak

Tripureshwor ™
A\

Sundhara

Chabahil

Pepsicola
Swoyambhu Boudha
“NewRoad Kamladi
Kalimati / Anamnagar
Kuleshwor Suryabinayak
Kirtipur Baneshwor/Baneshwaor |l
Patan
Dauhahal Jawalakhel
Kumaripati

Head Office/ Main Branch; Civil Trade Center, Sundhara, Kathmandu
P.0. Box: 9799; Tel No: 4251015, 4251087, Fax No:4251036

INSIDE VALLEY BRANCHES

# Tripureshwor : 01-4249503/4216482

# New Road : 01-4232291/92

# Mid-Baneshwor : 01-4104269/70

@ New-Baneshwor : 01-4782010/4786946
# Daubahal, Patan: 015555791/93

# Gongabu : 01-4020112/13

# Anamnagar : 015705019/015706215
# Kuleshwor : 01-4289524/4671916
# Swayambhu : 01-4670448/49

# Tokha : 01 5110435/ 5110416

# Patan : 01-5547932/5548682
# Kirtipur : 01-4334458/67
# Boudha : 01-4917410/M1
# Kalimati : 01-4289406/07
# Ason : 01-5906611/5906612

# Kapan : 01-4823825/26

# Jawalakhel : 01-5009147/93

# (habahil : 01-4499300/4490028

# Suryabinayak : 01-6619544/45

# Attarkhel : 01-4913500/01-4914515

# Kumaripati : 01-5008621/22
# Putalisadak : 01-4440955/56/58
# Kamaladi : 014169040/014169033

+ Kadaghari, Pepsicola: 01-4991688/01-4992683

# Nakhipot : 01-5171128/ 01-5171129

OUTSIDE VALLEY BRANCHES

# Birgunj : 051-529943/59

# Biratnagar : 021-521981/84

# Pokhara : 061-539767/68

# Lekhnath : 061-560251/52

# Bhairahawa : 071-521161/62

# Nepalqunj : 081-525578/79/80

# Kawasoti : 078-540770

# Hetauda : 057-526901/902

# Kailali : 091500093 (Janaki Branch)

# Dailekh : 9848245644 (Bhairabi Branch)
# Besisahar : 066-521433/434/435

# Dhalkebar : 041560223/249/224

# Lahan : 033-561652/53/54

# Dhangadhimai : 033-545121/22/23

# Mijundhara : 023-465618/465621

# Surunga : 023-550645/650/660

+ Lamachaur : 061-440430

# litpur, Simara : 053-412061/053-412062

Extension Counter

# Bhairahawa (Gautam Buddha International Airport) : 071-521161/62
# Banijya Bibhag, Babarmahal : 01-4104269

# Manigram : 071-562673/74/75

# Birtamod : 023-545405/06

# Dhading Besi : 010-521068/984144147

4+ Banepa : 011-660383/84/85

# Barhabise : 011-489283/489284

+ Melamchi : 011-401055

# Dhulikhel : 011-490847/49

# Arughat : 061-622688/064-410102

+ Shivalaya : 9811676517

# Morang : 021-433017/18/19
(Sunbarshi Branch)

4+ Rabi: 024-412184/85

# Golbazar : 033-540613/614/615

# Garuda : 055565202

# Chhinchu : 083-540323/324/325

# Dharche : 9751045516, 9849978657

# Thakurdwara : 084-402103/4/5

+ Kalaiya : 053-550738/053-550739

# Kakani: 014020113

# Narayangadh : 056-570029/39

# Dhangadi : 091-417699/6799

# Khurkhure : 056-419191/092

# Parbatipur : 056-591515/591774

# Sindhuli : 047-521081

# Phidim : 024-520788/988

# Bijuwar : 086-460506

# Gaighat : 035-421384

& Panchthar : 9751099817
(Hilihang Branch)

# Adarsha : 9751099960

# Bannigadhi : 9751099958

# Mahagadhimai : 053-401104/5/6

# Sitalabazar : 084-411184/ 86/ 90

# Lamkichuha : 091540562/3/4

# Bhajani : 091-580171

# Lamahi : 082-540901/902/903

# Malangawa : 046-521841/046-521842

# Thulo Damar Chowk, Harnamadi, Hetauda : 057-526901

# Khairahari, Chitwan : 056-419191

# Tandi : 056-560380

® Janakpur: 041-530320/21

+ Tulsipur : 082-523197

# Ghorahi : 082-563153/54

# Rainas : 9751027422

# Bhulbhule : 9751026422

® Maling : 9751028422/9849083349

# Gauda : 9751025422

# Panchthar : 024-410059/60
(Yangbwarak Branch)

# Damauali: 9846043074

# Nijgadh: 053540386/387/027

# Urlabari : 021-541119

# Duhabi : 023-470325/26/27

# Lalmatiya : 082-580322/323/324

# Dudhe : 023-470325/26/27

# Pakahamainpur : 9755001219/18

# Dharan : 02-5531262/02-5531263

# Butwal : 071-550564/65

# Okhaldhunga : 037-520615/16

# Biratchowk : 021-545704/705

# [llam : 027-411060/61(Maijogmai Branch)
# Itahari : 025-587186/209

# Salyan : 0B8-400178/79

# Musikot : 088-530305/9847865062

# Damak : 023-582794/795/7%

 Pyuthan : 9845107958(Mandevi Branch)
# Chandranigahpur ; 055-540762/736/781
# Birendranagar : 083-521167/68/69

# Dhankaul : 9751097265, 9844249186

# Kohalpur : 081-542133/542134/542135
# Puspalalchowk : 021-461041/42/722

# Bhadrapur : 023-520487

# Shivachowk : 061-536948/49/50

# Sunwal : 078-570570

# litpur, Kapilvastu : 076-550462\076-550464

+ Yatayat Karyalaya, Ekantakuna : 015008622
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IR fTelfuT JTef G AML/CFTEY SWRAdT cala<llusl Jdaotl Ufidcoiad! i JUA BAh I, MG Ud Sodied S AFURT IpuT aell
NABATE BEATBATIIT AT oMo JFdoEN LD [ATARD/TCITED I CAJAIC SBAATS Uot Aol RAIEBD! [ILINT I AW ST Jiof B Bl
AT cAALAT JTfuct Al A JTEI AIAD Jabld T>TlcTch Al TaieT URT ITof TN NUTeT A Sbehl LpaRd foTERIaT 3IJHU ANHLD! BIAED
AFARIST JTef IR B | 3., Q00&/0C® I Y TTT J5b TJDT R |

(0) ameo anfdrar T urfta

U THATS o T A IJIARS T T[S N/ IMMieT ( 1R ) a1 Uied (Srraf3ien) Jnofed! oAl 3UTH b A Jeem [t Jrefadt a1 IR
BB F>TCTD St TR [TETYDT JASTIHCI 1R JfAT 160l JMREDT B | AN AfARIDBT 36 AGIARBH J>TICTD S YBIRT AIc, I S Uald 55
TS5 IEq] AUDT & | ST I ST [TIDN I3i= offey S FDHeTS 316b FacT Fel YT RATASt AT g Fol3oTh! ST AH et 3o JUATH SB
TN AT IIAED U NUTSAT I/ M3 ( R ) a1 Wfedt ( CRrafrier ) Jol/gar ar IaeRM/ Al Tefids A ol AIAD JRAN I TFbia
TIOMRIDT ARAD JIYUT BRIGS JTol/ TRISo! Aot AW UIdld ofd! TTERUI Falelc UId FTDDI bl TRIBE Al oIS AA AT JIATEC
foRGaRdT ol I TR J1 AN Aot NARIAD Js DB Jleicd! AT JsUlcTcs AlNICTS SIRRAI TSIl JTof got SigIRIEl I8! |

(T) SNRAd =az2Tua (Risk Management)

Py CATAIIT (SAfRd SN[, IR SR\, TABIER S\, Aol SR, AL FNWAH TAINATD! A SIePF SMAARDDI B! CUTAIA 3cUcol
Bol R FAAETATS SUIADBRUT ol SNTARD [T YU AT Foll3al oNfd FTEDT & | BRIGRST For T MW SUfNBRUT ITod! ST B

EBTd SRAGT CIAATATIT [FATTITeh! FATUGT JNRED! B | AT 3RS AU Afld, SAS SIAATGT AlHfde! BIANT UIdGa el I STAYAID
foNIGH1T JTof I J1¢ 3MEcH! & | I SIRD S cATIASIDT [Afdoat TGS , SJUIcTol fIaToT, Ioaldd SRAUNGUT [T, AT JdTclol (ST, Dol
fASTOT 3N ST FLADTT JTTDI HEAFSIE SATAISAT UGS Gol FASDY GTReaR IITeHeT TAT Wbl GYfGTHRUT ot cIaTA JREHI & |

®) Bf3rec Afdbg (Digital Banking)

STt URARIESEIS SNCHAANT JTe; SIBT SfoTh DBIAFTETS IFTNT I BIITST AR T3S Taflol ST e IKDT & | Jaol UIEIdT F@ar IuAoTeDT I
GOl SNWI Sfeps &Id Goll FNRAIAD! JUA MLBIT AIDT SITDBUTDI AT SRR U JRED! SUNIES EcIFaol Jlot ath FMAIAD cATI
¢ D & | TJDT A RiEEcT SBFd! SN LD ol URARIESENS JAcTddel JI6 Jid I JMleiel e Tddl qo fFrITaids fSThIId] IANdRIADT
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TR I& URIRIES I>uTcioldll TaT3or Alstoll I8! & |

90) fagdiar by (E-banking)

SepeTrs Urafera 3mend sia (IT Driven Bank) @7 SUST TG JRI30T cAaTATTS dT >UIcTdd JAIDH! oifdy I8DI & | Sicbet MasterCard @7 JGTaar
It 7S JNEBESAATS AT BIS S B! & A 3RS BT, AT FNSRFIFS BTS ,Soeoie Sfepy, SMS Banking, Civil Smart Bank 51dr JdT TdTctoldi
foRea=ar [ASed 8 | g BREREIE JEbadfam §a Jdal Electronic Fraud @1 SAdT GfeTas0T JTeidb! ST Jdel UMl Jdeed! Ideordt Jiof
BIcTE TdUsel JMRED! B | Saoet AlcT AT (AT [BATeT Al TS JTICTOIS TALD! & | AJDT A Soet TTsol BISCIA JdT JHTISTel 1ot Aol INDT
& | I 369 SfdeiadT URARIES®! 3ERiel I I T ATLeTct FATE AFIdhT ot ot e Sty JaT car3er Aistel D! 8 |

(99) fdduor BRIER (Remittance Transaction)

Shc HaTCToTaN TATED AT Jab A AATHY ST S1T STHIoN EITCHD XM < 36 SUIGIS FANAYUI AUVUT JaTES AT, Ug] JAfel, SNELaS, 3mey,
gt e, T AT, FBa T, AT VTFTUA < AN BIFUIES HIANRS TAIA> §as, ATIGAY Ea531 ¢S, T&sATSs T Yoy gas, I
o5 I, MSAoC (TR, SOITAT MAATS 1. ST, § I[N ST UUS ¢ AT, Tyahfdial b DI, UAA S (. HRAD! [IUNUT Jfehlon
AT o7 SNoaRep el ATEe [Nl BRISR J1¢ 3MeH! & |

YBCT M IS aloegod! RAEea] Application Programming Interface (API) dtd Saoah! fAfdicT Siab e RITSIHIN of AT JIRTS U3¢ IREIAISTT
IS UICCRIDI JThlon JMRRIAD! & | T Jabei AP| dbd Connect IPS TldT (ATt Sab AT RIS AT IRIS (A8 =AY UeTol AL ferarucpaiany
JIATAT ANt I T ITat ol YU [IBIT I DTlioaiel Jief Il & | SIAEIE e, Jaat I JRAET HEATEIE JNABES I Uh S AATEIS
3169 S WA SeIBR Il JTS |

(92) JIRAIIA AISTD ItRGIHRIA (Corporate Social Responsibility)

1AM Scbet JTATTTA JHIBID FTRCIRICT BIID! BReAAICTS faoTad! ay ab I Jafer 3nfas afan ufer foRed=ar S fAfdoat driES JIREd! RN |
YD el TGS AT TATSIIA Al URadial gol STATo HEATTS TAA JIHIID TN ABRICHD Ao UeTel JTot FRI Al [2ad &F | Jafem 3n.d.
T 18N, IARY, UaR0T IREUT, TIRIA A&V, YIhRfAcD UG U SARBEIEATS IRAIT JRED! B | Javot nefas af 2006/ 000 3 Faeh! AT
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I T YR B. ©,00,000 |- (J1&RUT AT TART FAN) BT G 3. 3Y,00,000 |- (316 YAA T 1Y) I DRIGT SMSA FzhaUT AT, GTIemuT Fer
3UAR BN G B T. ©0,00,000 |- (3G ATA TRF ) AFA0T YeTel IR B | AJHT AT Sdbet SR1eh (31661 F2MTT fIBIIGSaN hIfaTs 9Q
F>hIdics ADTH! ST NAYAD AN derr Nfs JA0T JRDB & | et 31fed af 2006 1006 T RAifdTos IAMY BTBNT I TG TIAES b AT
SIANMIAD! ASASTDH IAEIAT DI IR & |

° TIATYR FTRIGIIRUISTCHT TSI &f A& DI ARAIITAHT TSIhHI IS FANIBEDD [o1: Jereh FAFY URET |
° BRI olUTe, STAToIYaRahT 3RIEN AICTATTahIahT ST ICRET ST I TG ATaTel U IR |

IfoTes YU TAd, IWSGIR 90, RITACITS Ardsifords IAGTH JHNDH Seraidall Be3erdd!l ST Sl UREIRS Btaiddl Tl 3nffas Jgmrar
yalel JIReDT |

TIAIR 05 ARASEITS for: Yered TARXA UREUT MBTATGIDT T 3nffas AFAOT ugrer |

SRAYR WoruTeht MY cAGATS |18, FRAYR, RITderaN MoTegabad! TiT §¥al dydl UgTel JRED! |

3l BATeT TS BeR AT, IYACR, RAITASTDBI AIANTDITS GRAThY T arelf o JRE Jafapy T s ARTIAT Uerer J1Rea! |

it goIf JfeeR BIafuT e ST et A, ecToeas, RIRIRIDT GOl AfoeR framuranT ahT nfdfas AR Ueler IR |

JAMRST SO TN T, 3MIST TUCACTAID [ARICIIIRD! g SN3IdT FalcToich! ciiJT 3Mffas ARAT UeTel JRED! |

Sfotholse URIRTE Aoe, UCAIDICTENS 31T ATSIISTAnTaRT CfT SMATAT I fTatuTenT afoT 3nffas TFAT Uglel JIEa! |

ST E UL, @B FRAITS N ST ST DI o oy BIapT T 3MRfes JHAIT UeTol JMRED |

fagan AoTeh qoll IRABIS JUAlchl AN, figdl, Ridde drfcTra fARAMETaT STsTaiddr e anffas JFAOT Uelel J1REdmT |

Wt oA JUTs i ARG fifdioer A SISl TdicToldd! T 3Nffas JRAT Uglel JIREDY |

R1a uddt AT FRAYR STIRUIHTDT, 29 BT BIACIISA 9000 FCIDT UTelt SATFHT JWREHT ST M5 JARAT UeTer MR |

aTadl SIS AIS IR, VG BIHAAIID] TAFNADBID! AT FACH WREH! AT N5 TFAT UeTat JRED! |

it Brafaet Moch GigfoN e IENTT, TIRAGN, WRARICTS SICIAGT FIAGAUT JMIEBT |

JaAIc STt MG, TGTIIRYR, AdaCcTs Erafenet frafuredt o snfcs T&oT UeTel J1RED! |

3ATST BIAR SIS, BIGSHUSITIS oI AfReT HGrADT T AT B JAGadDT T 3Nfas JRAOT UeTer IRTDY |

2 JcAaR RIARARE YIfAD Iae, FTFITGETS Moc FIAGARUT JIREDT |

M SRV UISAY Tt ERITETE S, [(ARICIIREGT YO (Adiloada [Eneifgs! T Taget U1kl JAGdHT a1 3nffas TE<ioT Uerel J1eddT |
DIRTTYR TORUIGTDIGTS Jell JieTal BrafuranT aidT 3nffds TFIT el J1REd! |
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AT STIRUTATDT, CHAINDT BIRICTATS SICIo FLAGAUT It FAISTeIdd! T 3Nffas TR UeTaT JReDY
IUCADT TRBTS FETHIAGIID! TR BISSAIUS! ST AWTS AAeT Aol TFATDT FIT 3Nfas TR0 UeTer IMREdT |
bR RAEc AT AR, SHIUTes tas ayad! AMENea Ydiad! aiT 3Mffas ARMIAT UeTel J1REdT |
M QMR MRS AN FASADHAS-9, TSNS SATSDT TV RASeadnd [Enfgzent T Tde= JREDT T 3ffas TFADT Yelel IR |
I WoTuTeT SUSIHT Ja AIAWIS JL, ATAIDI FIT 30 2Tel SISIeT UeTal JMIWDT |
9 5107 SEIRAAST SFAER, TTHJSDI AT DBFLYER AT Yglal JNRTDT |
9t 3GRf SIgIel HEAMHD AN AN, T DBV ST 9 ATeT IV o UeTel JMEDT |
ATt FBA TARATCIHTD! TEAITHT YENoTdosT DI “TIch Sdb [T AT ST 3Rics JaAoT JMREDT |
it STeT SN SFB TR, ETIDT YIABICIADT STIT 9 ATel BFYe: AT Uea JNTDT |
oY eI &1 AT JIQ, JIBTHCATS YA FaeT IAUSITEHT T 3N ARAIT T |
JaTé SeTcTudiee AIATSCHS JaTsl AEANHD [T Jaol UAE Agactl drishard! afor anffa Jg<dor oikeaT |
9 BRET PR AR T IEANHD [FETeT, Sioiie, SNAYRATS BITYE UTol JREDT |
HIGATGUCT FRCTd JaTeaIdd! TT N5 AR UgTer JNREDT |
&A= AR FEANHD AT I (AL AN AGCIAN 2 AT AR IR Uger JMTDT |
WRIUBR e ABosd IR, TGS B Tool ASDT STl AacTarad! T 3Mffas JRAOT UeTel JIRTDY |
9 BTATH RTATE Tl 90T RIATF T=ET0T AT JoacTad! ST ABIRE UeTal IMED! |
IAAT 37 BI3USACTDR! JGAITH HISH IS (AcEuleraiasal Aldsiferds ENRY foigiiuren! T 3Mfas J&A0T UeTel JIREDT |
RICT DI BISUSACTHT JRAINAT HIEIST [ARICSTIRAAT J&RAUUT T2 & foTehIIan! ST 3Nfefds JRAT UeTer JREDT |
UTSEs SSTcTUdIeE ARATSE!, BIGINVSID! TRATI ST FATAG TR TSI AIATRD! TN 3Nffes AFAIT UeTaT IMED |
U ABo5Y IAET, SISIIEITTS WTdE dictal I SIS Tell daiaar T 3nffas IR0 Ueler IR |
BHIYMIE! TS DIR AGER SIAUICD AT STASDE (A= J1REDT |
SIRAT TORUISICHI! TN SICAel [T JMRED! |
VS IMIUINTBID! AT DIfETS -9Q DI AHATS TAT JUTIRTDI TN ATRAD AT FAGThT T 3R AR UeTer JNEDT |
STETEhYR GIIRUABIDT ST DIRTS -9Q BT AT T JUTRDT T SNATRAD AN JAGDHT AT 3nffas JgAoT Ugrer J1MReddT |
T 3N 31 AMED! TFADTS DIBTS -9Q T HAT AU UIHT TARH TNl URARDT ST Il DI JTeiadt ST 3nffas TeioT Ueiet J1RedT |
fIROT65T ARTGIRUIGIBICTS WIS -aQ T AATH TAT IUTRD! AT NAIRAD AN TG T 3Mfds JFA0T UeTer JREDT |
BRI GIORUTADHT GsT of. 90 JMSAICATS WIATS -9Q BT AHATH Tl JUTRD! ST SAIRAD A FIEH! T 3Nfeb AR Yarer J1RedD!
NS FTEANND AT SR DBIGHVIIETS 9 2ol BITIER UeTal IMIED! |
oUTeT AIGA [ILATIETA SASHUE S5 oIS Q ATl BFIER UcTal JMTDT |
Volunteer Corp Nepal(VCN) @7 J&AI0TaN Jaadl Sieciia WTd JaT IARST ATATIMD! i1 3Mffas J&A0T UeTel J1REdY |
o UGB! FBTAICT ERATATS TG I URRIEIE SON3oId! ST JENRIuuT drefr a1 anfifds JFIT Uelel J1REd! |
OIRTGIcT Aoe R SGNRIAGE UUS SR IS STl fAfdieel IAel AN [T T 3nffas J&A0T UeTel J1REDT |
9 GeBIAR ARG ST JaTdal Eief TET AT, AN AR e ARUR FERAUUT Fref MG ST 3Nffas AFAOT Yerer MREdT |
9t JTAl TRIGR TCIAAS, FCIRTAREITS DIfTS-Q JRETDT TN AT IARSA AFINDB! ST 3nfefas TFAIT ugrer J1edd! |
IS RS ST SIfReN of. 2 SICAIT I BIYordl Iapet RIS Sfotds B AdIeTaidd! ST BFtge: UeTal JIRUDY |
FFADIC FORUNADT TSI 6. 9, J[caNell URRISTS FaNfad G5 JeGel [Aa=ul J1REdmT |
ST JMSUIATEDT J[eafid JTEch! URRISTC USTAd &riaT Weleal [Iaur J1RedT |

3MOTTN (ESTEBJ AN SicbeT ALATIT AT IACNACH DI ool [&g 310 €S AAMMBID qAT AR FolI3e IS |

(a3) forsmA ®atid! @Iakenue (Management of Non Performing Loan)

3N, Q00E/00G I NG FAGA (TG BT I 9.Q0 URINT IJDI & | I1d JN.A.9M B3l IYND! BRATASIE SIDDBT [T W3l cATIATSTI
3T BTl Ut dTEhT 8 | A I SFafeian Sl JiF Sog JTURID! [&IFHIaN Jid i TR UIta o1ed! 8 | I 3N.d. I Ad Dol SrRgeiian

AT 3IGBUDT ABETAT YTt 7S JDHep! oIyl ot del IR by ATURID TATIATSTHAT AT JEIR ol 3G MMREDT & |

(a8) FHGITT T2 TAAIRID AiSWIS (Profit and Dividend Distribution)

3. QV0&/O0O I AR JTBEIC JohT YFNDY T% T TITT Fo 3M3ol 3.68,02,09,903 199 (3G ATG BS T T THETR 7R U I BiaaR Juat
UHToTsY U J1T) SIS oieT AR Gl B iSTorenT T USRI 0.80% T e §ol 330l 3.3,36,QC, 8TR IT8 (31GRUT [T WIS BHY A SicoToisd
FIR TR I SARN T ARIA I S1) SToTE TN [T ot UIATTSTS A IR AENRUT JAEIE RS INRAES] FoT SRl @ |
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(9) o1 AR BRITR® RIBIATIhS! : STl F>UICTD AlNAIDI UfIIGeTa
I FFTGHSA IETIT JREDT B |

() IMY TAT SloaAMGA URIKAIAIEC BIUND! BRIARCS dol 3R
0T 78 AT SRR |

3roariftca uRRafa :

ol Q00 T JaTI fA¥a 3refdost DIfTs-aQ FIC YAl IEdI & | Jo Q0IQ
T Q.C UIIRIACT AR aTeeh! fAYa 31efdes Tel 200 & 8.8 WIS Aagdat
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JIIBEDDI FARWIIA 9.9 YIARTA X 3ol AT [ABRAIGHA P& DI

R 8.4 TS (AT o UguuT & |

Aftica uRRarfa:

ST ADBRET 3fas af 2006/©© T FTIT T.Y URIRIT 3nffa gl
e Ard DT R | 31fas af 2006/6T 3 © URIRTAD! ARIGRIGT 3Nid
qfs BT Gol T16 5D B |

a5 af 2006/ 00 I WITS-IQ T BRUT 3N JMARRIES YT 7S
s IlseR o6 IS IR | DRIGT AFHaAUT fSrIGHUTsT FlfT J1REsT
Soaleedl TN fSre>UlIcalds 3UIhT BRUT udes], fBrafur, sienie
Jeures, e AIAT FINIADT JNARRIES T& Yaniaa gaf gor |

anffas af 2000/ ©T 1 Al ST 3USHT ALY © UIRITDT AT
IS e IRTDIIAT UIRTA clial AfRaTaN A SUSTH FERWBI 3.Q3 UlIRTd
XD B | TG AT AT JERBINA DA TE T UfdT IRJE FERWBIA
59T IEWDT BRUT JERBIA Bl Il JeD! Al |

JIET SIAfIST Tl [T T. 38 31 3§ BIASAH T AeIAeaR RAJ F. 909
31 Q PSS! TATSA J[DI & | SATHAT MeD! JHagael I [AUNUT MUATESAT
e gleddl BRI Tle] [ JeR bl T AMelelloa Rl saaan
HDTA |

s af Q0©/©OT I BRFFA © HRID! aIg TAT JdT A eleel
TIfta gof JT AISRM RITSToI IBTI DI JTot Alfgad SNfAehT cTed ISDIaT
Q000 RIS FAGAS 8.9 FARADI TIg T Ial AT E6al Yool
RN 1 IR J[/HI 8 |

DIRTE-9Q dic A YAd FATs I5Uol TIUGHN, A, Blce], TGS
ToTIGET Ueical S5/l Jael-cATANT Yoldellaidsl ciT aie] Uit @,
Fgferarayuf @it I Yerepstt ydTsa Jreifdicad fGSedD! B |

DIldE-aQ o srRidesidl URD!I UGS oJelidul I8 38T UM,
SUAANIDT YoTBCAGTAT JRADT Y30, YoRabalian ugd 3drgle Jief I
REdel JoRdal JRENAS U cIaRId I UAIamR Folldel SEc

goRapsll eoreifaftr o] 1S 3UCTS BINa! Y JUIRIFd YolRdbsli 3ucteel
JRI3S! TIaTA JNREDT B |

AT IRBRA 3 af 2000/©OT BT TCHT © IR 3iw g
TTEL JAWDT B | ST JUISTHT AT FTeTgol Saact ISD], B B [RAIRARATS
YIS ARALDT I JIARITE AMTTDT BIRUT B 851 [RXAR gof SR6s |
IF0T DS Q TV AshaNUT TTS Sioel TTS fSATHUTS S J&IT I Al

851 Td RIRAR ol 31deT & |

(3) uftidGal AR 21w fifoRaeeT aro] ad® 3ucifed X atfderen aref uet
HRTDY JdIcHAT JAodieid Jfdifcad) HIROM :

(@) Treq 31efd addY Q12N SRIRT 3feddld Ufdacel AR UlGH Jearan
oo dRITR®! Reafd darR1 aafse o & |

2. BARD
faa=or Q006/000 U FrATGT
e gt 50,033%0
forag 999 3% 099
=518 %,92,%%,99
dRardr (CRR) 3igurd 9-09%
IR 3rqquia 359
forsaar @t SiequTa 990
3R &1 (Base Rate) ERES

) do® cofa yafda onfdr afdezen aref sl ®RIGT Aoaoeen
Joareid Afdifad! aRom :

Saset oM AT UGT BUS TAAAT JlGeTs XA WS Folrs fordat
SAABTENDT PIADIAGHES JIAHDAS AXD! & |

P 318U qeN WIIT Jfeady ST Afdieel aidioiad Sfdhs AR YIS
T3 |

P fIGur IRIT CASIERET W TSRl T CASA f&Gigu §81s I
TARBIIT [AGUDBAEDD MER g 16 JLADN 18y FBapr feefar
WA IS oioia | A Jabadr Customer Base @3¢ oiammol |

P S AT FIIARDY ST AT TAT CFALTHGT IPIIVEIDBT AT
BB JUA AIXAR J1G AT

> IRMRT Jar (Branchless Banking) TS 31621 IAGESA JdT (AR
1S TR |

P DD JURAAT JUR G ool JAT St MBS FTINGNS
refeeraenes! docl dRATH Y-aT3aich! T 3uaiichl a3 den agfad
BACATS reIfTendT &S et Fer FHabicT db3iian 1S &S S JureifdasT
Jrer ref Tt |

P (OWUT AaThH! UET AR ol RAfAIcT S AT USUE TNl DBIBVEIED
o I1ef |

P omyfre Sy Jarel IS URIEES GA0T O Sfey Jaremr o
Technology Driven Bank @1 JUaT I21Ad JTof |

P SBD FRAH UTLAGTAS AU JCEBRUN IS SIS T BIRASRAIT
JFEfErd el AT GUTABUT Il TN AAD Ud ATBAED
JUGT3a |

P RIBEET MW Tl Jlot Bd IR ARG JTet Sdbet Aiall qAT
SIS URIAD! TATANIA ToTen Jlot 3eeAt SME Banking &g
AR JIRG® |

P ool MBRED! dem JNefvl &I Soidiels aifed I areToiat
el Micro Banking corRi>baTatis 31ah [RIFAR J18 aildioe |

P wWUR! oRit ol &FETD! URdlel Jlof del JRd JdleTs 319h
YIAITDI T3S SIS |
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JNSBERD! UFTIST I NS ST AR/ Uiftaan! Yagan il Fer3ol Arsial
oA BB B |

II TRDD J>AAD  JAADI 36 URUIGS J>AIAD  AfAIDHT
Ufdidcoldil 3caig JIiEDI & |

(8) ®UdY 3D a1 ATRNRID Jdded :

JMEDDI AT i fd qal ea_ifed BRGNS Jgaidl Yalel Jlo
ARG IAA A JFleT I T AT 3Tl JUDdT S qel i
JIAIT FFact] TAST Jlejuol §o | CUADI AR [ASAST IZBT
AUCAEDEIS TR DU YT ABA I UoT3eicd] T A fAfdtoat
SIGARIMRGIAIAIS AT JA HYBT ANCToH TAT TTIUGT BFUGHFBAIN
JId Addotl TATeT JNefuol gosd | AN U Sbal ARl Standard
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INDEPENDENT AUDITOR’S REPORT
The Shareholders of M/s Civil Bank Limited

Report on the Audit of Financial Statements

Opinion

We have audited the accompanying consolidated financial statements of M/s Civil Bank Limited, Kathmandu,
Nepal and its subsidiaries (hereinafter referred as “the Group”) which comprise the consolidated statement of
financial position as at Ashad 31, 2077 [July 15, 2020], the consolidated statement of profit or loss, consolidated
statement of other comprehensive income, consolidated statement of changes in equity & consolidated
statement of cash flows for the year then ended and notes to the consolidated financial statements including a
summary of significant accounting policies and other explanatory notes.

In our opinion, the accompanying consolidated financial statements give a true and fair view, in all material
respects, of the consolidated financial position of the Group as at Ashad 31, 2077 (July 15, 2020) and its
consolidated financial performance and its consolidated cash flows for the year then ended on that date in
accordance with Nepal Financial Reporting Standards(NFRSs).

Basis of Opinion S

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in accordance with the Institute
of Chartered Accountant of Nepal's code of ethics for professional accountants together with the ethical
requirements that are relevant to our audit of the financial statements in Nepal, and we have fulfilled our other
ethical responsibilities in accordance with those requirements. We believe that the audit evidences we have
obtained are sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters ‘
Key audit matters are those matters that, in our professional judgement, were of most significance in the audit
of the consolidated financial statements of the current period. These matters were addressed in the context of
the audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be communicated in our report.

S.N Key Audit Matters Our Audit Apporach and Response

1. Interest Recognition

The interest income of the Bank has to be Our audit approach regarding ver!iflcation of process
recognized on accrual basis and following of interest recognition included:
the Interest Income Recognition Guidelines

2019 issued by NRB. However in case of a. Obtaining clear understanding of the process
bad loans and advances(overdue for more of accrual of interest income on loans and
than 12 months), this guidelines require advances in the Core Banking Software of

cessation of interest recognition on accrual the bank.
basis. This requires careful observation and
calculation for interest recognition, henee-
we have considered it as key auditmatter. - °

ind

Test check of the interest income booking wit!
manual computation.

ciation with

' MbORE




S.N Key Audit Matters

Our Audit Apporach and Response

2 Investment Valuation, Identification,

and Impairment

Investment of the bank comprises of Our audit approach regarding verification of process of

investment in government bonds, T-bils, investment valuation, identification and impairment

development bonds and investment in  included:

quoted and unquoted equity instruments.

The valuation of the aforesaid securities " a. Review of the investment of the bank and its

has been done in compliance with NAS 39 valuation having reference to NFRS issued by

read with NFRS 9 and Directive no. 8 of the Accounting Standard Board of Nepal and

NRB Unified Directive 2076. The NRB Directive 4 read with 8.

investment in the government and NRB

bonds and T-bills should be recognized on b. We assessed the nature of expected cash flow

reporting date on  Amortized cost basis of the investments as well as the business

whereas other investments in equity model adopted by the management on the

instruments, other than those held for basis of available evidences/circumstances

trading, should be valued at Fair Value and ensured that classification of investment is

through Other Comprehensive Income. commensurate with nature of cash flow and
management intention of holding the

Given the \varieties of treatments investment.

recommended for valuation of

investmentbased on nature of cash flow, c. For the investment valuation that are done at

the business model adopted, complexity amortized cost, we checked the EIR and

of calculations and the significance of amortization schedule on test basis.

amount involved in such investments,

same has been considered as Key Audit d. For the investment valued through OCI for

Matter in our audit. quoted investment, we ensured that fair
valuation has been done at the closing
transaction rate in NEPSE as on 15.07.2020
and for the unquoted investment the fair value
has been taken as the NPR 100.

3. Impairment of Loans and Advances

As per NRB Directive 4, bank shall measure
impairment loss on loans and advances at
the higher of:

=  Amount derived as per norms
prescribed by Nepal Rastra Bank
for loan loss provisioning; and

= Amount determined as per para 63
of NAS 39 adopting Incurred Loss
Model.

As per the norms prescribed by
NRB, provision at prescribed rate should be
created on loans and advances based on
overdue status of loans and advances as
well as utilization status of the facility,
status of security, borrower's whereabouts
etc.

As per NAS 39 read with NFRS 9,
__impairment of loans and advances should
be made on individual impairment basis for
loans and advances that are individually
significant and collective impairment basis
for homogeneous groups of loans that are
not ‘considered individually significant.
Collective impairment, loss is determined

Our audit approach regarding verification of impairment
ofloans and advances included:

a.

Review of the overdue status of loans and
advances by obtaining data from the
system and matched the same with the NRB
2.2 report.

Sample credit files were reviewed, among other
things, from the perspectiye of utilization of
loans and advances for intended purpose by
way of scrutiny of financial statements,
account movement, account turnover etc.

Expected future cash flows from the
individually significant loans and advances with
indication of impairment are assessed on the
basis of realizable value of collateral securities
based on management estimate.

Grouping of homogeneous group of loans was
assessed on the basis of nature and purpose
of loans and data of historical loss experience
in portfolios are assessed on the basis of past
due data from the system as well as data of
loan loss provisions of the defined group in the
past.




S.N Key Audit Matters

Our Audit Apporach and Response

after taking into account the Historical Loss
Experience in portfolios of similar credit risk
and Management's experienced judgment
as to whether current economic and credit
conditions are such that the actual level of
inherent losses at the reporting date is like
to be greater or less than that suggested by
historical experience.

Given the fact that impairment of loans and
advances under incurred loss model require
assessment of future cash flows as well as
historical loss experiences of portfolios.
Further, impairment of loans and advances
under NRB norms for loan loss provisioning
will require assessment of overdue status of
loans and advances and proper utilization
of loan for intended purpose. Hence,
assessment of availability and accuracy of
required data for impairment of loans and
advances under incurred loss model as
well as NRB provisioning norms is regarded
as key audit matters.

Information General

Controls

Technology

IT controls with respect to recording of
transactions, generating various reports in
compliance with NRB guidelines and other
compliances to regulators is an important
part of the process. Such reporting is
highly dependent on the effective working
of Core Banking Software and other allied
systems.

We have considered this as key audit
matter as any control lapses, validation
failures, incorrect input data and wrong
extraction of data may result in wrong
reporting of data to the management,
shareholders and regulators.

Our audit approach regarding Information technology of
the bank is based upon the Information Technology
Guidelines 2012 issued by NRB and it included:

a.

Understanding the coding system adopted by
the bank for various categories of customers.

Understanding the feeding of the data in the
system and going through the extraction of the
financial information and statements from the IT

- system existing in the bank.

Checking of the user requirements for any
changes in the regulations/policy of the bank.

Reviewed the reports generated by the system
on sample basis. We verified the interest
income and expense booking regarding loan
and deposit on test basis with the CBS or the
bank.

We relied on the IT audit conducted by the
bank.

We verified the provisioning of the loan and
advances based on ageing on the test check
basis.




S.N Key Audit Matters

Our Audit Apporach and Response

5. Modified Audit Procedures carried out in
light of COVID-19 outbreak:

Due to outbreak of global COVID-19
pandemic, Nation-wide lockdown and travel
restrictions imposed by Central / State
Government / Local Authorities during the
period of our audit and the NRB directions
to Bank to carrying out Banking operations
with minimum staff engagement, audit
could not be conducted by visiting the
premises of certain Branches /Business. As
we could not gather audit evidence in
person/physically/ through discussions and
personal interactions with the officials at the
Branches, we have identified such modified
audit procedures as a Key Audit Matter.

Accordingly, our audit procedures were
modified to carry out the audit remotely.

Wherever physical access was not possible,
necessaryrecords/reports/documents/certificates were
made available to us by the Bank through digital
medium, emails and remote access to CBS, EDMS
/IMIS and other relevant application software. To this
extent, the audit process was carried out on the basis of
such documents, reports and records made available to
us which were relied upon as audit evidence for
conducting the audit and reporting for the current
period.

Accordingly, we modified our audit procedures as
follows: a2
a. Conducted verification of necessary
records/documents through CBS; EDMS or
MIS software electronically through remote
access/emails in respect of some of the
Branches of the Bank wherever physical
access was not possible.

b, Carried out verification of scanned copies of the
documents, deeds, certificates and the related
records made available to us through emails
and remote access over. secure network of the
Bank. |

c. Making enquiries and gathering necessary
audit evidence through Video Conferencing,
dialogues and discussions over phone
calls/conference calls, emails and similar
communication channels.

d. Resolution of our audit observations
telephonically/ through email instead of a face-
to-face interaction with the designated officials.

6. COVID-19 impact on the Bank and NRB
circular compliance thereon.

On March 2020, the COVID-19 outbreak
was declared a global pandemic and later
the Government of Nepal has announced a
strict nationwide lockdown which continued
till july 2020. Due to restrictions and
nationwide lockdowns, the revenue of the
Bank was impacted.

Further, NRB has issued various Circular to
mitigate the risk posed by the pandemic.
NRB has issued Circular directing th

Banks to provide 10% discount on inter t

paid till 12" April 2020 and 2% rebate/on

4

We have modified our audit procedures as follows
regarding compliance of circulars issued by NRB till the
date of our review,

a. Making enquiries and gathering necessary
details to verify the compliance made by Bank
in respect of discount on Interest paid till 12"
April, 2020.

b. Verification and crosschecking of the rebate

5 + I > provide by Bank to the customer in sample

dsis with analysis of details provided by the
Credit Administaration Department and rebate
provided in Customer Statement.

applicable interest as at 12" April, 2020-.f



S.N Key Audit Matters Our Audit Apporach and Response

fourth Quarter e.tc. Since these matters

affected profitability of the Bank, we have c. Verification on test basis the levy of penal

considered this as our Key Audit matter. charges to the customer in compliance to
relaxation provide by the NRB.

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

Management is responsible for the preparation and fair presentation of the consolidated financial statements
in accordance with Nepal Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatements, whether due to fraud or error.

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

Those charged with governance are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

a2

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

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

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

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the internal control.

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

£

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

/ _1\going concern.

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

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



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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

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

Report on the requirements of Banks and Financial Insitutitions Act, 2073 and Company Act, 2063

We have obtained satisfactory information and explanations asked for, which to the best of our knowledge and
belief were necessary for the purpose of our audit; the returns received from the branch offices of the bank,
though the statements are indendpendently not audited, were adequate for the purpose of the audit; the
consolidated financial statement including the consolidated statement of comprehensive income, consolidated
statement of changes in equity, consolidated statement of cash flows including a summary of significant
accounting policies and other explanatory notes have been prepared in all material respect in accordance with
the provisions of Company Act, 2063, and they are in agreement with the books of accounts maintained by the
bank; and the accounts and records of the Bank are properly maintained in accordance with the prevailing
laws.

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

To the best of our knowledge and according to the explanation given to us and from the examination of the
books of accounts of the bank, we have not come across any case where the board of directors or any
employee of the bank have acted contrary to legal provisions relating to accounts, or committed any
misappropriation or caused any loss or damage to the bank or its property and violated any directives of Nepal
Rastra Bank or acted in a manner to jeopardize the interest and security of the bank, its depositors and it's
investors.

Partner
Date: 2077.09.28

Place: Kathmandu, Nepal
UDIN: 210112CA00432nwbH4
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Consolidated Statement of Financial Position
As on 31st Ashadh 2077

Group Bank
Particulars Note Current Year Previous Year Current Year Previous Year
Assets
Cash and Cash Equivalents 41 4,958,917,573 4,147,793,768 4,725,485,858 3,958,585,185
Due from Nepal Bank 42 3,956,888,344 3,529,581,285 3,949,888,344 3,525,081,285
Placement with Bank and Financial Institutions 43 956,070,625 742,748,016 803,364,430 659,095,583
Derivative Financial Instruments 4.4 3,361,079,484 1,732,495,818 3,361,079,484 1,732,495,818
Other Trading Assets 4.5 - - - -
Loans and Advances to 46 1,485,557,520 1,600,120,423 1,770,050,840 1,805,005,743
Loans and Advances to Customers 47 53,477,079,976 43,598,403,361 52,204,257,192 42,593,685,746
Investment Securities 4.8 8,238,599,538 6,802,447,745 8,199,003,042 6,755,977,489
Current Tax Assets 49 97,639,897 14,350,265 99,869,000 16,883,054
Investment in Subsidiaries 410 - - 260,063,200 201,865,000
Investment in Associates 411 - - - -
Investment Property 412 115,102,257 227,981,351 115,102,257 227,981,351
Property and Equipment 413 631,184,643 519,811,970 610,999,656 501,011,061
Goodwill and Intangible Assets 414 35,402,054 39,728,661 33,936,117 38,380,140
Deferred Tax Assets 415 - - - -
Other Assets 416 733,886,509 469,603,324 712,421,089 451,694,957
Total Assets 78,047,408,420 63,425,065,986 76,845,520,508 62,467,742,412
Group Bank

Particulars Note Current Year Previous Year Current Year Previous Year
Liabilities
Due to Bank and Financial Institutions 417 2,943,016,953 6,281,122,919 3,130,182,705 6,517,055,806
Due to Nepal Rastra Bank 418 728,565,709 531,249,097 728,565,709 531,249,097
Derivative Financial Instruments 419 3,376,676,328 1,673,810,051 3,376,676,328 1,673,810,051
Deposits from Customers 4.20 57,914,773,897 42,264,427,056 57,512,407,224 41,993,301,316
Borrowings 421 548,859,204 615,253,911 - -
Current Tax Liabilities 49 - - - -
Provisions 422 82,983,005 - 82,983,005 -
Deferred Tax Liabilities 415 108,679,045 151,028,276 113,707,761 155,434,082
Other Liabilities 4.23 1,998,187,950 1,591,440,134 1,730,995,163 1,445,551,354
Debt Securities Issued 4.24 - - - -
Subordinated Liabilities 4.25 - - - -
Total Liabilities 67,701,742,091 53,108,331,444 66,675,517,894 52,316,401,706
Equity
Share Capital 4.26 8,003,389,674 8,003,389,674 8,003,389,674 8,003,389,674
Share Premium - - - -
Retained Earnings 755,865,216 567,050,868 722,998,889 540,232,455
Reserves 427 1,443,614,051 1,607,718,580 1,443,614,051 1,607,718,580
L‘Ltﬂ;‘:““y Attributable to Equity 10,202,868,941 10,178,159,122  10,170,002,614  10,151,340,709
Non Controlling Interest 142,797,388 138,575,421 - -
Total Equity 10,345,666,329 10,316,734,543 10,170,002,614 10,151,340,709
Total Liabilities and Equity 78,047,408,420 63,425,065,986 76,845,520,508 62,467,742,412
Contingent Liabilities and 4.28 27,682,441,654 28,491,591,417  27,682,441,654  28,491,591,417
Commitments
Net Assets Value per share 129.27 128.90 127.07 126.84

Sachin Newa Govinda Gurung

Head - Finance Chief Executive Officer

Shambhu Prasad Panta Yugesh Bahadur Malla Bhimananda Dhungana Pratap Jung Pandey Prakash Tayal
Director Director Director Director Director
As per our attached report of even date
Ambir Bogati Er. Ichchha Raj Tamang CA Nil Bahadur Saru Magar
Director Chairman Partner

Date: 2077/09/27
Place: Kathmandu

N.B.S.M & Associates.
Chartered Accountants
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Consolidated Statement of Profit or Loss
For the year ended 31st Ashadh 2077

Group Bank
Particulars Note Current Year Previous Year Current Year Previous Year
Interest Income 4.29 6,383,321,560 5,852,891,606 6,199,060,280 5,727,885,560
Interest Expense 430 4,021,163,690 3,569,028,439 3,962,529,827 3,526,410,764
Net Interest Income 2,362,157,870 2,283,863,167 2,236,530,452 2,201,474,796
Fee and Commission Income 431 336,295,867 255,527,660 300,680,336 221,887,552
Fee and Commission Expense 4.32 27,453,025 23,823,916 27,025,125 24,001,186
Net Fee and Commission Income 308,842,842 231,703,744 273,655,211 197,886,366
:‘:Iizlm“zerESt' Fee and Commission 2,671,000,712 2,515,566,911 2,510,185,663  2,399,361,162
Net Trading Income 4.33 229,853,155 197,957,315 229,853,155 197,957,315
Other Operating Income 4.34 108,039,118 63,511,920 97,704,288 51,740,258
Total Operating Income 3,008,892,985 2,777,036,146 2,837,743,106 2,649,058,736
L?Eagt”ﬁiﬁ‘[(fs*;i?e/ (Reversal) for Loans 435 240,469,340 64,477,292 223,645,931 58,892,716
Net Operating Income 2,768,423,645 2,712,558,854 2,614,097,175 2,590,166,019
Operating Expense
Personnel Expenses 4.36 1,121,914,441 847,463,909 1,040,786,204 792,918,179
Other Operating Expenses 437 589,115,198 586,810,226 554,661,671 556,107,298
Depreciation & Amortisation 438 116,864,093 71,786,557 109,836,921 66,519,278
Operating Profit 940,529,914 1,206,498,162 908,812,378 1,174,621,265
Non Operating Income 439 - 16,952,956 - 16,952,956
Non Operating Expense 4.40 29,747,540 120,844,644 29,747,540 120,844,644
Profit Before Income Tax 910,782,374 1,102,606,474 879,064,838 1,070,729,576
Income Tax Expense 441
Current Tax 378,846,129 359,649,500 368,934,197 350,520,547
Deferred Tax (45,555,575) 12,721,331 (44,932,665) 12,796,606
Profit for the Period 577,491,820 730,235,643 555,063,306 707,412,423
Profit Attributable to:
Equity-holders of the Bank 568,569,675 720,265,457
Non-Controlling Interest 8,922,145 9,970,186
Profit for the Period 577,491,820 730,235,643 555,063,306 707,412,423
Earnings per Share
Basic Earnings per Share 6.88 8.77 6.94 8.84
Diluted Earning per Share 6.88 8.77 6.94 8.84
Restated Earnings per Share - - - -
Sachin Newa Govinda Gurung
Head - Finance Chief Executive Officer
Shambhu Prasad Panta Yugesh Bahadur Malla Bhimananda Dhungana Pratap Jung Pandey Prakash Tayal
Director Director Director Director Director
As per our attached report of even date
Ambir Bogati Er. Ichchha Raj Tamang CA Nil Bahadur Saru Magar
Director Chairman Partner

Date: 2077/09/27
Place: Kathmandu

N.B.S.M & Associates.
Chartered Accountants
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Consolidated Statement of Other Comprehensive Income
For the year ended 31st Ashadh 2077

Group Bank

Particulars Note

Current Previous Current Previous
Year Year Year Year

Profit for the Period
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
Gains/(losses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Income tax relating to above items
Net other comprehensive income that will not be reclassified to profit or loss
b) Items that are or may be reclassified to profit or loss
Gains/(losses) on cash flow hedge
Exchange gains/(losses)(arising from translating 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
c) Share of other comprehensive income of associate accounted as per equity method
Other Comprehensive Income for the year, Net of Income Tax
Total Comprehensive Income for the Period

Total Comprehensive Income attributable to:
Equity-Holders of the Bank
Non-Controlling Interest

Total Comprehensive Income for the Period

577,491,820 730,235,643 555,063,306 707,412,423

10,687,814  (8,977,720) 10,687,814 (8,977,720)
(3,383,623) (12,308,927) (3,383,623) (12,308,927)
(3,206,344) 6,385,994  (3,206,344) 6,385,994
4,097,847 (14,900,653) 4,097,847 (14,900,653)

4,097,847 (14,900,653) 4,097,847 (14,900,653)
581,589,667 715,334,990 559,161,153 692,511,770

572,667,522 705,364,804 - -
8,922,145 9,970,186 - -
581,589,667 715,334,990 559,161,153 692,511,770

Sachin Newa Govinda Gurung
Head - Finance Chief Executive Officer
Shambhu Prasad Panta Yugesh Bahadur Malla Bhimananda Dhungana Pratap Jung Pandey Prakash Tayal
Director Director Director Director Director
As per our attached report of even date
Ambir Bogati Er. Ichchha Raj Tamang CA Nil Bahadur Saru Magar
Director Chairman Partner

Date: 2077/09/27
Place: Kathmandu

N.B.S.M & Associates.
Chartered Accountants
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Consolidated Statement of Cash Flows
For the year ended 31 Ashadh 2077

Group Bank
Previous Year

Particulars Current Year Current Year Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest Received 6,383,321,560 5,852,891,606 6,199,060,280 5,727,885,560
Fee and Other Income Received 336,295,867 255,527,660 300,680,336 221,887,552
Dividend Received - - - -
Receipts from Other Operating Activities 274,005,777 258,183,414 265,751,857 246,411,752
Interest Paid (4,021,163,690) (3,569,028,439) (3,962,529,827) (3,526,410,764)
Commissions and Fees Paid (27,453,025) (23,823,916) (27,025,125) (24,001,186)
Cash Payment to Employees (1,121,914,441) (847,463,909) (1,040,786,204) (792,918,179)
Other Expenses Paid (859,332,077) (772,132,162) (808,055,142) (735,844,659)
Operating Cash Flows before Changes in Operating 963,759,971 1,154,154,253 927,096,174 1,117,010,076
Assets and Liabilities

(Increase) Decrease in Operating Assets

Due from Nepal Rastra Bank (427,307,059) (1,189,459,826) (424,807,059) (1,187,459,826)
Placement with Banks and Financial Institutions (213,322,609) (79,049,952) (144,268,847 4,602,481
Other Trading Assets - - - -
Loans and Advances to BFIs 114,562,903 (31,970,469) 34,954,903 63,144,211
Loans and Advances to Customers (9,878,676,615) (4,766,863,099) (9,610,571,446) (4,338,891,864)
Other Assets (1,976,156,483) (293,405,003) (1,972,295,744) (308,674,395)
Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions (3,338,105,966) (312,652,957) (3,386,873,101) (32,720,070)
Due to Nepal Rastra Bank 197,316,612 (17,474,890) 197,316,612 (17,474,890)
Deposit from Customers 15,650,346,841 7,950,849,988 15,519,105,908 7,770,704,303
Borrowings (66,394,707) 614,607,957 - -
Other Liabilities 2,150,247,867 910,631,363 2,029,566,770 974,041,024
Net Cash Flow from Operating Activities before Tax Paid 3,176,270,756 3,939,367,366 3,169,224,170 4,044,281,050
Income Tax Paid (333,290,554) (372,459,416) (324,001,532) (363,317,153)
Net Cash Flow from Operating Activities 2,842,980,202 3,566,907,950 2,845,222,638 3,680,963,897
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Investment Securities (1,436,151,793) (1,189,819,631) (1,501,223,753) (1,310,753,151)
Receipts from Sale of Investment Securities - - - -
Purchase of Property and Equipment (218,121,204) (287,750,710) (210,349,833) (281,529,909)
Receipts from Sale of Property and Equipment 3,405,692 4,153,006 1,830,581 4,153,006
Purchase of Intangible Assets (9,228,521) (16,635,487) (7,962,921) (27,904,555)
Purchase of Investment Properties - - - -
Receipts from Sale of Investment Properties 162,896,906 (50,366,766) 162,896,906 (50,366,766)
Interest Received - - - -
Dividend Received 9,078,517 6,782,642 8,064,413 6,782,642
Net Cash Used in Investing Activities (1,488,120,403) (1,533,636,945) (1,546,744,607) (1,659,618,732)
CASH FLOWS FROM FINANCING ACTIVITIES

Receipts from Issue of Debt Securities - - -

Repayments of Debt Securities - - - -
Receipts from Issue of Subordinated Liabilities - - - -
Repayments of Subordinated Liabilities - - - -
Receipt from Issue of Shares - 744,079,312 - 744,079,312
Dividends Paid (525,822,702) (333,164,139) (525,822,702) (333,164,139)
Interest Paid - - - -
Other Receipts/Payments (22,737,331) (834,097,476) (10,578,697) (816,902,137)
Net Cash from Financing Activities (548,560,033) (423,182,303) (536,401,399) (405,986,964)

Net Increase (Decrease) in Cash and Cash Equivalents 806,299,766 1,610,414,178 762,076,633 1,615,358,200
Cash and Cash Equivalents at Shrawan 01 4,147,793,768 2,528,530,639 3,958,585,185 2,334,378,031
Effe;t of Exchange Rate fluctuations on Cash and Cash 4,824,041 8,848,953 4,824,041 8,848,953
Equivalents Held
Cash and cash equivalents at 31st Ashah 2077 4,958,917,573 4,147,793,768 4,725,485,858 3,958,585,185
Sachin Newa Govinda Gurung
Head - Finance Chief Executive Officer
Shambhu Prasad Panta Yugesh Bahadur Malla Bhimananda Dhungana Pratap Jung Pandey Prakash Tayal
Director Director Director Director Director

As per our attached report of even date

CA Nil Bahadur Saru Magar
Partner
N.B.S.M & Associates.
Chartered Accountants

Ambir Bogati Er. Ichchha Raj Tamang

Date: 2077/09/27 Director Chairman

Place: Kathmandu
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1. CIVIL BANK LIMITED

1.1 General Information

Civil Bank Limited ("The Bank") is a public limited company established in Nepal with its registered office at CTC,
Sundhara, Kathmandu. The Bank is licensed by Nepal Rastra Bank (NRB) to carry out commercial banking activities
in Nepal as a Class "A" licensed financial institution under Bank and Financial Institutions Act, 2073. The Bank has
commenced its operation on November 26, 2010 (Mangsir 10, 2067).The Bank is listed on Nepal Stock Exchange and
its stock symbol is "CBL"

The accompanied financial statements have been approved and authorized for issue by the Board of Directors in its
meeting held on 11th January 2021.

1.2 Financial Statements

The Financial Statements of the Bank for the year ended 15% July 2020 comprises Statement of Financial Position,
Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Changes in Equity, Statement
of Cash Flows, Statement of Distributable Profit or Loss, Notes to the Financial Statements, Significant Accounting
Policies .

The Consolidated Financial Statement of the bank for the year ended 15 July 2020, comprises of its subsidiaries
namely Civil Capital Market Limited and Civil Microfinance Bittiya Sanstha Limited. The Financial of Civil Microfinance
Bittiya Sanstha Limited is under process of approval from Nepal Rastra Bank.

1.3 Principal Activities and Operations

Bank

The Bank’s business comprises, accepting deposits, granting credit facilities, retail banking, corporate banking,
consumer banking, dealing in Government Securities, credit card operations, agency services, trade finance services,
investment and treasury operations, card services, e-banking products, remittances, foreign currency operations and
other financial services to its customers through its branches and extension counters and ATMs networks.

Subsidiary

The Bank owns 69.74 % stake on its subsidiary company, Civil Capital Market Limited, with an investment of NPR
150,865,000. The Bank also owns 51% stake in another subsidiary company, Civil Microfinance Bittiya Sanstha
Limited (former ILFCO Microfinance Bittiya Sanstha Ltd.), with an investment of NPR 109,198,200.
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2. Basis of Preparations

2.1 Statement of Compliance

The financial statements have been prepared in accordance with Nepal Rastra Bank Directives, Nepal Financial
Reporting Standard, Nepal Accounting Standards (NAS) and it's carve-outs issued by the Institute of Chartered
Accountants of Nepal (ICAN), provisions of Banks and Financial Institutions Act (BAFIA), 2073 and in conformity with
the Company Act, 2063.

The carve-outsissued by the Institute of Chartered Accountants of Nepal on September 20, 2018 on NFRS requirement,
which allowed alternative treatments and the bank adopted following carve outs:

A parent shall prepare consolidated A parent shall prepare consolidated
financial statements using uniform financial statements using uniform
1 NFRS 10: | accounting policies for like transactions | accounting policies for like transactions
Para 19 and other events in similar and other events in similar circumstances
circumstances. unless it is impracticable to do so
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
amortized cost is impaired. If any such
evidence exists, the entity shall apply
An entity shall assess at the end of each | paragraph 63 to determine the amount
reporting period whether there is any | of any impairment loss unless the entity
objectives evidence that a financial asset | is bank or financial institutions registered
NAS 39: or group of financial assets measured at | as per Bank and Financial Institution Act,
Para 58 amortized cost is impaired. If any such | 2073. Such entities shall measure
evidence exists, the entity shall apply | impairment loss on loan and advances as
paragraph 63 to determine the amount | the higher of amount derived as per norms
of any impairment loss. prescribed by Nepal Rastra Bank for loan
loss provision and amount determined as
per paragraph 63; and shall apply
paragraph 63 to measure the impairment
loss on financial assets other than loan
and advances. The entity shall disclose the
impairment loss as per this carve-out and
the amount of impairment loss determined
as per paragraph 63.
The effective interest rate is the rate The effective interest rate is the rate that
NAS 39: that exactly discounts estimated future | ©actly discounts estimated future cash
Para 9. cash payments or receipts through the payments or receipts through the expected
Definitions expected life of the financial life of the financial instrument or, when
relatingto | . ; appropriate, a shorter period to the net
) instrument or, when appropriate, a ppropriate, pe _
recognition | ey period to the net carrying carrying amount of the financial asset or
and amount of the financial asset or financial liability. When calculating the
measurement| o ncial liability. When calculating the effective interest rate, an entity shall
effective interest rate, an entity shall estimate cash flows considering all
estimate cash flows considering all contractual terms of the financial
instrument (for example, prepayment, call
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contractual terms of the financial
instrument (for example, prepayment,
call and similar options) but shall not
consider future credit losses. The
calculation includes all fees and points
paid or received between parties to

the contract that are an integral part

of the effective interest rate (see NAS

18 Revenue), transaction costs, and all
other premiums or discounts. There is

a presumption that the cash flows and
the expected life of a group of similar
financial instruments can be estimated
reliably. However, in those rare cases
when it is not possible to estimate
reliably the cash flows or the expected
life or a financial instrument (or group of
financial instruments), the entity shall use
the contractual cash flows over the full
contractual term of the financial instrument
(or group of financial instruments)

and similar options) but shall not consider
future credit losses. The calculation
includes all fees and points paid or
received, unless it is immaterial or
impracticable to determine reliably,
between parties to the contract that are
an integral part of the effective interest
rate (see NAS 18 Revenue), transaction
costs and all other premiums or discounts.
There is a presumption that the cash flows
and the expected life of a group of similar
financial instrument can be estimated
reliable. However, in those rare cases when
it is not possible to estimate reliably the
cash flows or the expected life of a
financial instrument (or group of financial
instruments). The entity shall use the
contractual cash flows over the full
contractual term of the financial instrument
(or group of financial instruments).

Once a financial asset or a group of

NAS 39: similar financial assets has been written | @s a result of an impairment loss, interest
Para AG93 [ 4o wn as a result of an impairment loss, | income is thereafter recognized using the
Interest interest income is thereafter rate of interest used to discount the future
4 income recognized using the rate of interest cash flows for the purpose of measuring
after used to discount the future cash flows | the impairment loss. Interest income shall
impairr‘.nfent for the purpose of measuring the be calculated by applying effective
recognition impairments. interest rate to the gross carrying amount

Once a financial asset or group of similar
financial assets has been written down

of a financial asset unless the financial
asset is written off either partially or fully.

2.2

Reporting period and approval of Financial Statements

2.2.1 Reporting Period

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements

The Bank follows the Nepalese financial year based on the Nepalese calendar. The corresponding dates for the
English calendar are as follows:

Relevant Financial Statement Date in B.S. Date in A.D.

Current Period 1st Shrawan 2076 to 31st Ashadh 2077 17thJuly 2019 to 15th July 2020

Previous Period 1st Shrawan 2075 to 31st Ashadh 2076 17th July 2018 to 16th July 2019

*NFRS = Nepal Financial Reporting Standards
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2.2.2 Responsibility for Financial Statements

The Board of Directors acknowledges the responsibility
for the preparation and presentation of Financial
Statements of Civil Bank Limited as per the provisions
of the Companies Act, 2006.

2.3 Functional and Presentation Currency

The Financial Statements are presented in Nepalese
Rupees (NPR), which is the Bank's both functional
currency and presentation currency. Financial
information are presented in Nepalese Rupees unless
indicated otherwise.

24 Use of estimates, assumptions
and judgments

The preparation of the financial statements is in line
with NFRS and its carve out issued by Institute of
Chartered Accountants of Nepal which includes
management to make judgments, 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. Uncertainty about these
assumptions and estimates could result in outcomes
that require a material adjustment to the carrying
amount of assets or liabilities affected in future periods.

Estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimate is
revised and in any future periods affected.

The most significant areas of estimation, uncertainty
and critical judgments in applying accounting policies
that have most significant effect in the Financial
Statements are as follows:

2.4.1 Going Concern

The Board of Directors has made an assessment of the
Bank’s ability to continue as a going concern and is
satisfied that it has the resources to continue in
business for the foreseeable future. Furthermore,
the Board of Directors is not aware of any material
uncertainties that may cast significant doubt upon
Bank’s ability to continue as a going concern and they
do not intend either to liquidate or to cease operations
of it. Therefore, the Financial Statements continue to be
prepared on the going concern basis.

2.4.2 Fair Value of Financial Instruments

Where the fair values of financial assets and financial
liabilities recorded in the statement of financial position
can be derived from active markets, they are derived
from observable market data. However, if this is not
available, judgment is required to establish fair values.
The valuation of financial instruments is described in
more details in Note 5.1.1 under "Fair Value of financial
assets and liabilities".

2.4.3 Impairment of Financial Assets - Loans and
Receivables

The Bank reviews its individually significant loans and
advances at each reporting period to assess whether
an impairment loss shall be recorded in the statement
of profit or loss. In particular, judgment of the
management is required in the estimation of the
amount and timing of future cash flows when
determining the impairment.

These estimates are based on assumptions about a
number of factors and actual results may differ, resulting
in future changes to the impairment allowance.

Loans and advances that have not been assessed
individually and all individually insignificant loans and
advances are then assessed collectively, in groups of
assets with similar risk characteristics, to determine
whether provision should be made due to incurred
loss events for which there is objective evidence, but
the effects of which are not yet evident. The collective
assessment takes in to account data from the loan
portfolio such as levels of arrears, credit quality,
portfolio size etc. and judgments based on current
economic conditions.

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

2.4.4 Impairment of Fair value through OCI
Investments

Bank reviews its securities classified as Fair value
through OCI, at each reporting date to assess whether
they are impaired. Objective evidence that a Fair
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value through OClI security is impaired includes among
other things significant financial difficulty of the
issuer, a breach of contract such as a default or
delinquency in interest or principal payments etc.
Bank also records impairment charges on Fair value
through OCI equity investments where there is
significant or prolonged decline in fair value below
their cost. The determination of what is ‘significant’
or ‘prolonged’ requires judgment. Bank generally
treats ‘significant’ as 20% and ‘prolonged’ as greater
than six months. In addition, Bank evaluates, among
other factors, historical share price movements,
duration and extent up to which the fair value of an
investment is less than its cost.

2.4.5 Taxation

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

Deferred tax assets are recognized in respect of tax
losses to the extent that it is probable that future
taxable profit will be available against which the losses
can be utilized. Judgment is required to determine the
amount of deferred tax assets that can be recognized,
based upon the likely timing and level of future
taxable profits, together with future tax planning
strategies.

2.4.6 Defined Benefit Plans

The cost of the defined benefit obligations and the
present value of their obligations are determined
using actuarial valuations.

The actuarial valuation involves making assumptions
about discount rates, future salary increments,
mortality rates and possible future pension
increments if any. Due to the long-term nature of
these plans, such estimates are subject to uncertainty.
All assumptions are reviewed at each reporting date.

In determining the appropriate discount rate,
management considers the interest rates of Nepal
government Citizen Saving bonds with maturities
corresponding to the expected duration of the
defined benefit obligation. The mortality rate is based
on Nepali Assured Mortality Table, 2009. Future salary
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escalation rates are based on expected future salary
increment rates of the Bank based on past data.

2.4.7 Useful Life-time of the Property and
Equipment

The Bank is following the cost model for recognition
of Property and Equipment. The Bank reviews the
residual values, useful lives and methods of
depreciation of property and equipment at each
reporting date.

Land is not depreciated. Depreciation of other assets
is calculated using the diminishing value method to
amortize their cost over their estimated useful lives,
as follows:

Rate of Depreciation per annum (%)

S.N. Particulars Rates
1. | Computer & Accessories 20%
2. | Computer & Accessories-Staff 25%
3. | Vehicles 15%
4. | Furniture and Fixture (Metal) 10%
5. | Furniture and Fixture (Wood) 15%
6. | Machinery 15%
7. | Equipment & others 15%
SLM over the
8. | Leasehold Assets remaining
Lease Period

Depreciation of newly acquired fixed asset is charged
based upon the date of invoice and Assets valuing
5,000 or less are directly charged to the profit and loss
account as expenses for capital items

2.4.8 Commitments and Contingencies

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

Management requires using its judgment to
determine whether a property qualifies as an
investment property. The Bank has developed
criteria so it can exercise its judgment consistently.
A property that is held to earn rentals or for capital
appreciation or both and which generates cash
flows largely independently of the other assets
held by the Bank are accounted for as investment
properties. On the other hand, a property that is used
for operations or in the process of providing services or
for administrative purposes and which do not directly
generate cash flows as a standalone assets are
accounted for as property and equipment. The
Bank assesses on an annual basis the accounting
classification of its properties taking into consideration
the current use of such properties. Currently, land and
land &building hold by bank as Non-Banking Assets is
categorized as investment property.

25 Changes in accounting policies

Accounting policies are the specific principles, bases,
conventions, rules and practices applied by the bank
in preparing and presenting financial statements. The
bank is permitted to change an accounting policy only
if the change is required by a standard or interpretation;
or results in the financial statements providing
reliable and more relevant information about the
effects of transactions, other events or conditions on
the entity’s financial position, financial performance,
or cash flows. The bank uses the same accounting
policies in its opening NFRS statement of financial
position and throughout all periods presented in its
first NFRS financial statements. Those accounting
policies comply with each NFRS effective at the end of
its first NFRS reporting period.

2.6 New Standards in issue but not yet effective

Standards issued but not yet effective up to the date
of issuance of the financial statements are set out
below. The Bank will adopt these standards when they
become effective.

NFRS 9- Financial Instruments:

NFRS 9 states a logical principle base to classify financial
assets and financial liabilities which is driven by cash flow
characteristics and the business modelinwhich an assets
or liability is held. Further this standard recommends
the assessment of impairment based on more timely
recognition of incurred losses as referred in NAS 39

and entities are required to account for incurred credit
losses from the initial recognition of financial
instruments.

IFRS 9 became effective on 1 January 2018 and will
have an effect on classification and measurement of
the Bank’s financial assets. NFRS 9, as issued reflects
the first phase of work on replacement of NAS 39 and
applies to classification and measurement of financial
assets and liabilities.

IFRS-15: Revenue from contract with customers:

The IASB issued a new standard for revenue recognition
which overhauls the existing revenue recognition
standards. The standard requires the following five
step model framework to be followed for revenue
recognition:

a) Identification of the contracts with the customer

b) Identification of the performance obligations
in the contract

Q) Determination of the transaction price

d) Allocation of the transaction price to the

performance obligations in the contract (as
identified in step b)

e) Recognition of revenue when the entity
satisfies a performance obligation.

The new standard would be effective for annual
periods starting from 1 January 2018 and early
application is allowed. The management is assessing
the potential impact on its financial statements
resulting from application of IFRS 15.

IFRS -16: Leases:

IFRS 16 ‘Leases’ is effective for annual periods
beginning on or after 1 January 2019. IFRS 16 is the
new accounting standard for leases and will replace
IAS 17 ’'Leases’ and IFRIC 4 ‘Determining whether an
Arrangement contains a Lease’. The new standard
removes the distinction between operating or finance
leases for lessee accounting, resulting in all leases
being treated as finance leases. All leases will be
recognized on the statement of financial position with
the optional exceptions for short-term leases with a
lease term of less than 12 months and leases of low
value assets (for example mobile phones or laptops).
A lessee is required to recognize a right-of-use asset
representing its right to use the underlying leased
asset and a lease liability representing its obligation to
make lease payments. The main reason for this change
is that this approach will result in a more comparable
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representation of a lessee's assets and liabilities in
relation to other companies and, together with
enhanced disclosures, will provide greater transparency
of a lessee’s financial leverage and capital employed.
The standard permits a lessee to choose either a full
retrospective or a modified retrospective transition
approach.

IFRS 16 Leases has not yet been adopted by the
Accounting Standard Board of Nepal.

2.7 New Standards and interpretation not adopted

The bank has adopted applicable Nepal Financial
Reporting Standards which are effective as on the date
of preparation of this financial statement.

2.8 Discounting

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

3. Significant
Accounting Policies

The accounting policies set out below have been
applied consistently to all periods presented in these
Financial Statements, unless otherwise indicated.

3.1 Basis of Measurement

The Financial Statements of the Bank have been
prepared on the historical cost basis, except for the
following material items in the Statement of Financial
Position:

a) Fair value through OCI investments (quoted)
are measured at fair value.
b) Liabilities for defined benefit obligations are

recognized at the present value of the defined
benefit obligation less the fair value of the plan
assets.

Q) Financial assets and financial liabilities held at
amortized cost are measured using a rate that
is a close approximation of effective interest rate.

However, the bank has opted to apply carve-out
and measure the financial assets and liabilities at
carrying amount i.e. amount disbursed to borrower
and amount received from the lender.

3
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3.2 Basis of consolidation
3.2.1 Business Combinations and Goodwill

Business combinations are accounted for using the
acquisition method as per the requirements of Nepal
Financial Reporting Standard - NFRS 3 (Business
Combinations). The Bank measures goodwill as the fair
value of the consideration transferred including the
recognized amount of any non-controlling interest in
the acquire, less the net recognized amount (generally
fair value) of the identifiable assets acquired and
liabilities assumed, all measured as of the acquisition
date.

The Bank elects on a transaction-by transaction basis
whether to measure non-controlling interest at its fair
value, or at its proportionate share of the recognized
amount of the identifiable net assets, at the acquisition
date. The consideration transferred does not include
amounts related to the settlement of pre-existing
relationships. Such amounts are generally recognized
in profit or loss. Transactions costs, other than those
associated with the issue of debt or equity securities,
that the Bank incurs in connection with a business
combination are expenses as incurred.

3.2.2 Non-Controlling Interest (NCI)

The group presents non-controlling interests in its
consolidated statement of financial position within
equity, separately from the equity of the owners of
the parent. The group attributes the profit or loss and
each component of other comprehensive income to
the owners of the parent and to the non-controlling
interests.

The group also attributes total comprehensive income
to the owners of the Bank and to the non-controlling
interests even if this results in the non-controlling
interests having a deficit balance.

3.2.3 Subsidiaries

Subsidiaries are entities that are controlled by the
Bank. The Bank is presumed to control an investee
when it is exposed or has rights to variable returns
from its involvement with the investee and has the
ability to affect those returns through its power
over the investee. At each reporting date the Bank
reassesses whether it controls an investee if facts
and circumstances indicate that there are changes to
one or more elements of control mentioned above.




e ¥ fofics

3 8
200&/bb

3.2.4 Loss of Control

When the Bank loses control over a Subsidiary, it
derecognizes the assets and liabilities of the former
subsidiary from the consolidated statement of financial
position. The Bank recognizes any investment retained in
the former subsidiary at its fair value when control is lost
and subsequently accounts for it and for any amounts
owed by or to the former subsidiary in accordance with
relevant NFRSs. That fair value shall be regarded as the
fair value on initial recognition of a financial asset in
accordance with relevant NFRS or, when appropriate,
the cost on initial recognition of an investment in an
associate or joint venture. The Bank recognizes the gain
or loss associated with the loss of control attributable to
the former controlling interest.

3.2.5 Special Purpose Entity (SPE)

An entity may be created to accomplish a narrow and
well-defined objective (e.g. to effect a lease, research
and development activities or a securitization of financial
assets). Such a special purpose entity (‘SPE) may
take the form of a corporation, trust, partnership or
unincorporated entity. Currently, the Bank does not
have any special purpose entity.

3.2.6 Transaction elimination on consolidation

In consolidating a subsidiary, the group eliminates
full intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between the subsidiary and the bank (profits or losses
resulting from intra-group transactions that are
recognized in assets, such as inventory and fixed assets,
are eliminated in full).

3.3 Cash and cash equivalents

Cash and cash equivalents include cash at vault and
agency Bank account balances and placement to other
BFIs which are maturing within 3 months which are
subject to an insignificant risk of changes in value.
Fair value of cash and cash equivalent amount is the
carrying amount.

Details of the Cash and Cash Equivalents are given in
Note 4.1 to the Financial Statements.

34 Financial assets and Financial Liabilities

3.4.1 Initial Recognition
A) Date of Recognition

All financial assets and liabilities are initially recognized

on the trade date, i.e. the date on which the Bank
becomes a party to the contractual provisions of the
instrument. This includes ‘regular way trades’. Regular
way trade means purchases or sales of financial assets
that required delivery of assets within the time frame
generally established by regulation or convention in
the market place.

B) Recognition and Initial Measurement of
Financial Instruments

The classification of financial instruments at the
initial recognition depends on their purpose and
characteristics and the management’s intention in
acquiring them. All financial instruments are measured
initially at their fair value plus transaction costs that
are directly attributable to acquisition or issue of such
financial instruments except in the case of such financial
assets and liabilities at fair value through profit or
loss, as per the Nepal Accounting Standard - NAS 39
(Financial Instruments: Recognition and Measurement).
Transaction costs in relation to financial assets and
financial liabilities at fair value through profit or loss are
dealt with the Statement of Profit or Loss.

3.4.2 Classification and Subsequent
Measurement of Financial Instruments

Classification and Subsequent Measurement of
Financial Assets

At the inception, a financial asset is classified into one
of the following:

a) Financial assets at fair value through profit
or loss

i. Financial Assets held for trading

ii. Financial Assets designated at fair value
through profit or loss

b) Financial Assets at amortized cost

Q) Financial Assets at fair value through OCI

The subsequent measurement of financial assets
depends on their classification.

(a) Financial Assets at Fair Value through
Profit or Loss

A financial asset is classified as fair value through profit
or loss if it is held for trading or is designated at fair
value through profit or loss.
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i) Financial Assets Held for Trading

Financial assets are classified as held for trading if they
are acquired principally for the purpose of selling or
repurchasing in the near term or holds as a part of
a portfolio that is managed together for short-term
profit or position taking. This category also includes
derivative financial instruments entered into by Bank
that are not designated as hedging instruments in
hedge relationships as defined by Nepal Accounting
Standards (NAS) 39 "Financial Instruments: Recognition
and Measurement".

Financial assets held for trading are recorded in the
Statement of Financial Position at fair value. Changes
in fair value are recognized in ‘Net trading income’.
Dividend income is recorded in ‘Net trading income’
when the right to receive the payment has been
established.

Bank evaluates its held for trading asset portfolio, other
than derivatives, to determine whether the intention to
sell them in the near future is still appropriate. When
Bank is unable to trade these financial assets due to
inactive markets and management’s intention to sell
them in the foreseeable future significantly changes,
the Bank may elect to reclassify these financial assets.
Financial assets held for trading include instruments
such as government securities and equity instruments
that have been acquired principally for the purpose
of selling or repurchasing in the near term. Currently,
bank has not categorized its financial assets in this
category.

ii) Financial Assets Designated at Fair Value
through Profit or Loss

Bank designates financial assets at fair value through
profit or loss in the following circumstances:

» Such designation eliminates or significantly
reduces measurement or recognition inconsistency
that would otherwise arise from measuring the
assets.

» The assets 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.

4 The assets contain one or more embedded
derivatives that significantly modify the cash
flows that would otherwise have been required
under the contract.
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Financial assets designated at fair value through profit
or loss is recorded in the Statement of Financial Position
at fair value. Changes in fair value are recorded in '‘Net
gain or loss on financial instruments designated at fair
value through profit or losses’ in the Statement of Profit
or Loss. Interest earned is accrued under ‘Interest
income’, using the effective interest rate method, while
dividend income is recorded under ‘Other Operating
Income’ when the right to receive the payment has
been established.

The Bank has not designated any financial assets upon
initial recognition as designated at fair value through
profit or loss.

(b) Loans and Receivables from Customers

Loans and receivables include non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market, other than:

4 Those that the Bank intends to sell immediately
or in the near term and those that the Bank,
upon initial recognition, designates as fair value
through profit or loss.

4 Those that the Bank, upon initial recognition,
designates as Fair value through OCI
4 Those for which the Bank may not recover

substantially all of its initial investment through
contractual cash flows, other than because of
credit deterioration.

After initial measurement, loans and receivables are
subsequently measured at amortized cost using the
effective interest rate, less allowance for impairment.
The amortization is included in 'Interest Income' in the
Statement of Profit or Loss. The losses arising from
impairment are recognized in 'Impairment charge /
reversal for loans and other losses' in the Statement of
Profit or Loss.

However, the bank has opted to apply carve-out
provided by the Institute of Chartered Accountants
of Nepal and recognize interest income at the
coupon rate and continually measured the carrying
amount of loans and advance at cost/fair value less
repayment and allowance for impairment.

(c) Financial Assets at fair value through OCI

Financial assets at fair value through OCI include
equity and debt securities. Equity Investments
classified as ‘Fair value through OCI' are those which
are neither classified as ‘Held for Trading 'nor ‘Maturity".
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Securities in this category are intended to be held
for an indefinite period of time and may be sold in
response to needs for liquidity or in response to
changes in the market conditions.

After initial measurement, fair value through OCI
financial investments are subsequently measured at
fair value. Unrealized gains and losses are recognized
directly in equity through ‘Other comprehensive
income / expense’ in the ‘Fair value reserve. When
the investment is disposed off the cumulative gain
or loss previously recognized in equity is transferred
to Retained Earning. Interest earned whilst holding
‘Financial asset at fair value through OCI' is reported
as ‘Interest income’ using the effective interest rate.
Dividend earned whilst holding ‘Financial asset at fair
value through OCI' are recognized in the Statement
of Profit or Loss as ‘other operating income’ when the
right to receive the payment has been established.

Financial assets under Fair value through OCI that are
monetary securities denominated in a foreign currency
translation differences related to changes in the
amortized cost of the security are recognized in
statement of profit or loss and other changes in the
carrying amount are recognized in other comprehensive
income.

In the normal course of business, the fair value of a
financial instrument on initial recognition is the
transaction price (that is, the fair value of the
consideration given or received). In certain
circumstances, however, the fair value will be based on
other observable current market transactions in the
same instrument, without modification or repackaging,
or on a valuation technique whose variables include
only data from observable markets, such as interest
rate yield, option volatilities and currency rates. When
such evidence exists, the Bank recognizes a trading
gain or loss on inception of the financial instrument,
being the difference between the transaction price and
fair value on initial recognition recognized as trading
gain/loss in PL.

When unobservable market data have a significant
impact on the valuation of financial instruments, the
entire initial difference in fair value from the transaction
price as indicated by the valuation model is not
recognized immediately in the statement of profit
or loss. Instead, it is recognized over the life of the
transaction on an appropriate basis, when the inputs
become observable, the transaction matures or is
closed out, or when the Bank enters into an offsetting
transaction.

Classification and Subsequent Measurement of
Financial Liabilities

At the inception, Bank determines the classification of
its financial liabilities. Accordingly financial liabilities
are classified as:

a) Financial liabilities at fair value through profit
or loss

i. Financial liabilities held for trading

ii. Financial liabilities designated at fair value
through profit or loss

b) Financial liabilities at amortized cost

(a) Financial Liabilities at Fair Value through
Profit or Loss

Financial Liabilities at fair value through profit or loss
include financial liabilities held for trading and financial
liabilities designated upon initial recognition as fair
value through profit or loss. Subsequent to initial
recognition, financial liabilities at fair value through
profit or loss are measured at fair value and changes
therein are recognized in profit or loss.

i) Financial Liabilities Held for Trading

Financial liabilities are classified as held for trading if
they are acquired principally for the purpose of selling
or repurchasing in the near term or holds as a part of a
portfolio that is managed together for short-term profit
or position taking. This category includes derivative
financial instrument entered into by Bank that are
not designated as hedging instruments in hedge
relationships as defined by Nepal Accounting Standard
NAS 39 (Financial Instruments: Recognition and
Measurement).

i) Financial Liabilities Designated at Fair Value
through Profit or Loss

Bank designates financial liabilities at fair value through
profit or loss at following circumstances:

4 Such designation eliminates or significantly
reduces  measurement or  recognition
inconsistency that would otherwise arise from
measuring the liabilities.

4 The 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.
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4 The liability contains one or more embedded
derivatives that significantly modify the cash
flows that would otherwise have been required
under the contract.

(b) Financial Liabilities at Amortized Cost

Financial instruments issued by Bank that are not
classified as fair value through profit or loss are
classified as financial liabilities at amortized cost, where
the substance of the contractual arrangement results
in Bank having an obligation either to deliver cash or
another financial asset to another Bank, or to exchange
financial assets or financial liabilities with another Bank
under conditions that are potentially unfavorable to
the Bank or settling the obligation by delivering
variable number of Bank’s own equity instruments.

After initial recognition, such financial liabilities are
subsequently measured at amortized cost using the
effective interest rate method. Within this category,
deposits and debt instruments with fixed maturity
period have been recognized at amortized cost using
the method that very closely approximates effective
interest rate method. The amortization is included in
‘Interest Expenses’ in the Statement of Profit or Loss.
Gains and losses are recognized in the Statement of
Profit or Loss when the liabilities are derecognized.

However, the banks has opted to apply carve-out
provided by the Institute of Chartered Accountants
of Nepal and recognize interest expense at the
coupon rate and continually measured the carrying
amount of loans and advance at cost/fair value less
repayment.

3.4.3 De-recognition of Financial Assets and
Liabilities

a) De-recognition of Financial Assets

Bank derecognizes a financial asset (or where applicable

a part of financial asset or part of a group of similar
financial assets) when:

» The rights to receive cash flows from the asset
have expired; or

4 Bank has transferred its rights to receive cash
flows from the asset or

4 Bank has assumed an obligation to pay the

received cash flows in full without material
delay to a third party under a 'pass-through’
arrangement and either Bank has transferred
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substantially all the risks and rewards of the
asset or it has neither transferred nor retained
substantially all the risks and rewards of the
asset, but has transferred control of the asset.

On de-recognition of a financial asset, the difference
between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset
derecognized) and the sum of the consideration
received (including any new asset obtained less any
new liability assumed) and any cumulative gain or loss
that had been recognized in other comprehensive
income is transferred to retained earnings.

When Bank has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement and has neither transferred nor retained
substantially all of the risks and rewards of the asset nor
transferred control of the asset, the asset is recognized
to the extent of the Bank’s continuing involvement in
the asset. In that case, Bank also recognizes an
associated liability. The transferred asset and the
associated liability are measured on a basis that reflects
the rights and obligations that Bank has retained.

When Bank's continuing involvement that takes the
form of guaranteeing the transferred asset, the extent
of the continuing involvement is measured at the lower
of the original carrying amount of the asset and the
maximum amount of consideration received by Bank
that Bank could be required to repay.

b) 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 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
transferred to retained earnings.

c) Repurchase and Reverse Repurchase
Agreements

Securities sold under agreement to repurchase at a
specified future date are not de-recognized from the
Statement of Financial Position as the Bank retains
substantially all of the risks and rewards of ownership.
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The corresponding cash received is recognized in the
Statement of Financial Position as a liability with a
corresponding obligation to return it, including
accrued interest under ‘Securities sold under
repurchase agreements’, reflecting the transaction’s
economic substance to the Bank. The difference
between the sale and repurchase prices is treated as
interest expense and is accrued over the life of the
agreement using the effective interest rate. When the
bank has the right to sell or re-pledge the securities,
the Bank reclassifies those securities in its Statement of
Financial Position as ‘Financial assets held for trading
pledged as collateral or ‘Financial assets at Fair value
through OCI pledged as collateral, as appropriate.

Conversely, securities purchased under agreements
to resell at future date are not recognized in the
Statement of Financial Position. The consideration paid,
including accrued interest, is recorded in the Statement
of Financial Position, under "Reverse repurchase
agreements’ reflecting the transaction's economic
substance to the Bank. The difference between the
purchase and resale prices is recorded as ’‘Interest
income’ and is accrued over the life of the agreement
using the effective interest rate. If securities purchased
under agreement to resell are subsequently sold to
third parties, the obligation to return the securities is
recorded as a short sale within ‘Financial liabilities held
for trading’ and measured at fair value with any gains
or losses included in ‘Net trading income'.

3.4.4 Fair Value Measurement

'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 Bank has
access at that date. The fair value of 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
(Level 01 valuation). 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 on an arm’s length
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 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.

Fair values reflect the credit risk of the instrument and
include adjustments to take account of the credit risk
of the Bank entity and the counterparty where
appropriate. Fair value estimates obtained from models
are adjusted for any other factors, such as liquidity risk
or model uncertainties; to the extent that the Bank
believes a third-party market participant would take
them into account in pricing a transaction.

The fair value of a demand deposit is not less than the
amount payable on demand, discounted from the first
date on which the amount could be required to be paid.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest best
use or by selling it to another market participant that
would use the asset in its highest and best use.

The Bank recognizes transfers between levels of the fair
value hierarchy as of the end of the reporting period
during which the change has occurred.

3.4.5 Impairment of Financial Assets

The bank has prepared separate Policy for Impairment
of Financial Assets under NFRS in which Financial
Assets are assessed at each reporting date, whether
there is any objective evidence that a financial asset
or group of financial assets not carried at fair value
through profit or loss is impaired. A financial asset or
group of financial assets is deemed to be impaired if
and only if there is objective evidence of impairment
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as a result of one or more events, that have occurred
after the initial recognition of the asset (an ‘incurred
loss event’) and that loss event (or events) has an
impact on the estimated future cash flows of the
financial asset or group of financial assets that can be
reliably estimated.

Evidence of impairment may include: indications that
the borrower or a group of borrowers is experiencing
significant financial difficulty; the probability that they
will enter bankruptcy or other financial reorganization;
default or delinquency in interest or principal
payments; and where observable data indicates that
there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

a) Impairment of Financial Assets carried at
Amortized Cost

For financial assets carried at amortized cost, such as
amounts due from banks, Amortized cost investments
etc., Bank first assesses individually whether objective
evidence of impairment exists for financial assets that
are individually significant or collectively for financial
assets that are not individually significant. In the event
Bank determines that no objective evidence of
impairment exists for an individually assessed financial
asset, it includes the asset in a group of financial assets
with similar credit risk characteristics such as collateral
type, past due status and other relevant factors and
collectively assesses them for impairment. However,
assets that are individually assessed for impairment
and for which an impairment loss is or continues to be
recognized are not included in a collective assessment
of impairment.

If there is an objective evidence that an impairment loss
has been incurred, the amount of the loss is measured
as the difference between the assets’' carrying amount
and the present value of estimated future cash flows
(excluding future expected credit losses that have not
yet been incurred). The carrying amount of the asset is
reduced through the use of an allowance account and
the amount of the loss is recognized in the statement
of 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 the
future cash flows for the purpose of measuring the
impairment loss.
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0 Individually Assessed Financial Assets

The criteria used to determine whether there is
objective evidence of impairment include and not
limited to:

4 Known Cash Flow difficulties experienced by
the borrowers:

» Past due contractual payments of either
principal or interest;

4 Breach of loan covenants or conditions;

4 The probability that the borrower will enter
bankruptcy or other financial reorganization;
and

4 A significant downgrading in credit rating by

an external credit rating agency.

If there is objective evidence that an impairment loss
on financial assets measured at amortized cost has
been incurred, the amount of the loss is measured by
discounting the expected future cash flows of a financial
asset atits original effective interest rate and comparing
the resultant present value with the financial asset's
current carrying amount. The impairment allowances
on individually significant accounts are reviewed more
regularly when circumstances require. This normally
encompasses re-assessment of the enforceability of
any collateral held and the timing and amount of
actual and anticipated receipts. Individually assessed
impairment allowances are only released when there is
reasonable and objective evidence of reduction in the
established loss estimate. Interest on impaired assets
continues to be recognized through the unwinding of
the discount.

Loans togetherwith 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 future write off is later
recovered, the recovery is credited to the impairment
charges for loans and other losses.

When impairment losses are determined for those
financial assets where objective evidence of impairment
exists, the following common factors are considered:

4 Bank's aggregate exposure to the customer;
4 The viability of the customer's business model
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and their capacity to trade successfully out of
financial difficulties and generate sufficient
cash flows to service debt obligations;

4 The amount and timing of expected receipts
and recoveries;
4 The extent of other creditor's commitments

ranking ahead of, or pari-pasu with the Bank
and the likelihood of other creditors continuing
to support the company;

4 The realizable value of security and likelihood
of successful repossession;

The basis for the individual impairment assessment
test considered is around 80% of the total loans and
advances classified as '‘Bad' as per NRB Directive for the
fiscal year. The recoverable value of loan is estimated
on the basis of realizable value of the collateral.

i) Collectively Assessed Financial Assets

Impairment is assessed on a collective basis in two
circumstances:

4 To cover losses which have been incurred but
have not yet been identified on loans subject
to individual assessment; and

4 For homogeneous groups of loans those are
not considered individually significant.

Incurred but not yet been identified impairments

Individually assessed financial assets for which no
evidence of loss has been specifically identified on
an individual basis are grouped together according
to their credit risk characteristics for the purpose of

calculating an estimated collective loss. This reflects
impairment losses that the bank has incurred as a result
of events occurring before the reporting date, which
the Bank is not able to identify on an individual loan
basis and that can be reliably estimated.

These losses will only be individually identified in the
future. As soon as information becomes available
which identifies losses on individual financial assets
within the group, those financial assets are removed
from the group and assessed on an individual basis for
impairment.

The collective impairment allowance is determined
after taking into account:

» Historical Loss Experience in portfolios of
similar credit risk; and
» Management's experience and judgment as

to whether current economic and credit
conditions are such that the actual level of
inherent losses at the reporting date is likely to
be greater or less than that suggested by
historical experience.

Homogeneous groups of Financials Assets

Statistical methods are used to determine impairment
losses on a collective basis for homogenous groups of
financial assets. Losses in these groups of financial
assets are recorded on an individual basis when
individual financial assets are written off, at which point
they are removed from the group.

Bank uses the following method to calculate historical
loss experience on a collective basis:

After grouping of loans on the basis of homogeneous
risks, the Bank uses net flow rate method. Under this
methodology; the movement in the outstanding
balance of customers into default categories over the
periods; are used to estimate the amount of financial
assets that will eventually be irrecoverable, as a result
of the events occurring before the reporting date which
the Bank is not able to identify on an individual loan
basis.

Under this methodology, loans are grouped into ranges
according to the number of days in arrears and statistical
analysis is used to estimate the likelihood that loans in
each range will progress through the various stages of
delinquency and ultimately prove irrecoverable.

Current economic conditions and portfolio risk
factors are also evaluated when calculating the
appropriate level of allowance required covering
inherent loss. These additional macro and portfolio risk
factors may include:

Recent loan portfolio growth and product mix
Unemployment rates

Gross Domestic Production (GDP) Growth
Inflation

Interest rates

Changes in government laws and regulations
Property prices

Overdue days

Vv v vV vV vV vVvVvyYw

The Bank has categorized total loan into 5 products
namely Term Loan, Personal Loan, Home Loan, Hire
Purchase, Short Term Loan. The loan has been classified
into various periods on the basis of due days as follows:
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Ageing

Current
01-30 Days
31-60 Days
61-90 Days
91-120 Days

121-150 Days
151-180 Days
180 Days and Above

The Loss rate on each period has been calculated
by multiplying Probability of Default (PD) with Loss
Given Default (LGD). Probability of Default has been
calculated on the basis of probability matrix by taking
96 months loan data as the basis. For the purpose of
calculation of Loss Given Default (LGD), the loan which
has been categorized as loss as per NRB directive, has
been taken and the recovery history of the same has
been analyzed upon to reach the LGD. The individually
impaired loan has been subtracted from the total loan
and the same has been multiplied by loss rate to
calculate collective impairment. Total impairment is the
sum of the collective and individual impairment.

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

iii) Reversal of Impairment

If the amount of an impairment loss decreases in a
subsequent period and the decrease can be related
objectively to an event occurring after the impairment
was recognized, the excess is written back by reducing
the financial asset impairment allowance account
accordingly. The write-back is recognized in the
Statement of Profit or Loss.

iv) Werite-off of Financial Assets Carried At
Amortized Cost

Financial assets (and the related impairment allowance
accounts) are normally written off either partially or
in full, when there is no realistic prospect of recovery.
Where financial assets are secured, this is generally
after receipt of any proceeds from the realization of
security.
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v) Impairment of Rescheduled Loans and
Advances

Where possible, the Bank seeks to restructure loans
rather than to take possession of collateral. This may
involve extending the payment arrangements and the
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
a 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 effective interest rate (EIR).

vi) Collateral Valuation

The Bank seeks to use collateral, where possible, to
mitigate its risks on financial assets. The collateral
comes in various forms such as cash, securities,
letters of credit/guarantees, real estate, receivables,
inventories, other non-financial assets and credit
enhancements such as netting agreements. The fair
value of collateral is generally assessed, at a minimum,
at inception and based on the guidelines issued by the
Nepal Rastra Bank. Non-financial collateral, such as
real estate, is valued based on data provided by third
parties such as independent valuator and audited
financial statements.

vii) Legally Repossessed Collateral

Legally Repossessed Collateral represents Non
Financial Assets acquired by the Bank in settlement of
the overdue loans. The assets are initially recognized at
cost when acquired. The Bank’s policy is to determine
whether a repossessed asset is best used for its internal
operations or should be sold. The proceeds are used to
reduce or repay the outstanding claim. The immovable
property acquired by foreclosure of collateral from
defaulting customers, or which has devolved on the
Bank as part settlement of debt, has not been occupied
for business use.

These assets are shown as Legally Repossessed
Collateral under "Investment Properties."

b) Impairment of Financial Assets at fair value
through OCI

For Fair value through OCI financial investments,
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Bank assesses at each reporting date whether there is
objective evidence that an investment is impaired.

In the case of debt instruments, Bank assesses
individually whether there is objective evidence of
impairment based on the same criteria as financial
assets carried at amortized cost. However, the amount
recorded for impairment is the cumulative loss
measured as the difference between the amortized cost
and the current fair value, less any impairment loss on
that investment previously recognized in the statement
of profit or loss. Future interest income is based on the
reduced carrying amount and is accrued using the rate
of interest used to discount the future cash flows for
the purpose of measuring the impairment loss. If, in a
subsequent period, the fair value of a debt instrument
increases and the increase can be objectively related to
a credit event occurring after the impairment loss was
recognized, the impairment loss is reversed through
the statement of profit or loss.

In the case of equity investments classified as fair value
through OCI, objective evidence would also include a
'significant’ or ‘prolonged’ decline in the fair value of
the investment below its cost. Where there is evidence
of impairment, the cumulative loss measured as the
difference between the acquisition cost and the current
fair value, less any impairment loss on that investment
previously recognized in profit or loss is removed from
equity and recognized in the Statement of profit or
loss. However, any subsequent increase in the fair value
of an impaired Fair value through OCI equity security is
recognized in other comprehensive income.

Bank writes-off certain Fair value through OCI financial
investments when they are determined to be
uncollectible.

3.4.6 Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and
the net amount presented in the Statement of Financial
Position when and only when Bank has a legal right to
set off the recognized amounts and it intends either to
settle on a net basis or to realize the asset and settle
the liability simultaneously. Income and expenses are
presented on a net basis only when permitted under
NFRSs or for gains and losses arising from a group of
similar transaction such as in trading activity.

3.4.7 Amortized Cost Measurement

The Amortized cost of a financial asset or liability is
the amount at which the financial asset or liability is

measured at initial recognition, minus principal
repayments, plus or minus the cumulative amortization
using the effective interest method of any difference
between the initial amount recognized and the maturity
amount, minus any reduction for impairment.

35 Trading Assets

All financial assets acquired or held for the purpose of
selling in the short term or for which there is a recent
pattern of short term profit taking are trading assets.
Trading assets are measured at fair value with changes
in fair value being recognized in Profit or Loss.

3.6 Derivatives assets and derivative liabilities

A derivative is a financial instrument whose value
changes in response to the change in an underlying
variable such as an interest rate, commodity or security
price, or index; that requires no initial investment,
or one that is smaller than would be required for a
contract with similar response to changes in market
factors; and that is settled at a future date.

Forward contracts are the contracts to purchase or sell a
specific quantity of a financial instrument, a commaodity,
or a foreign currency at a specified price determined
at the outset, with delivery or settlement at a specified
future date. Settlement is at maturity by actual delivery
of the item specified in the contract, or by a net cash
settlement.

All freestanding contacts that are considered derivatives
for accounting purposes are carried at fair value on the
statement of financial position regardless of whether
they are held for trading or non-trading purposes.
Changes in fair value on derivatives held for trading
are included in net gains/ (losses) from financial
instruments in fair value through profit or loss on
financial assets/ liabilities at fair value through profit
or loss.

3.7 Properties and Equipment
3.7.1 Recognition

Property and equipment are tangible items that are
held for use in the production or supply of services, for
rental to others or for administrative purposes and are
expected to be used during more than one period. The
Bank applies the requirements of the Nepal Accounting
Standard - NAS 16 (Property, Plant and Equipment) in
accounting for these assets. Property and equipment
are recognized if it is probable that future economic
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benefits associated with the asset will flow to the entity
and the cost of the asset can be measured reliably.

3.7.2 Measurement

An item of property and equipment that qualifies for
recognition as an asset is initially measured at its cost.
Cost includes expenditure that is directly attributable
to the acquisition of the asset and cost incurred
subsequently to add, to replace part of an item of
property & equipment. The cost of self-constructed
assets includes the cost of materials and direct labor,
any other costs directly attributable to bringing the
asset to a working condition for its intended use and
the costs of dismantling and removing the items and
restoring the site on which they are located. Purchased
software that is integral to the functionality of the
related equipment is capitalized as part of computer
equipment. When parts of an item of property or
equipment have different useful lives, they are
accounted for as separate items (major components) of
property and equipment.

3.7.3 Cost Model

Property and equipment is stated at cost excluding
the costs of day-to—day servicing, less accumulated
depreciation and accumulated impairment in value.
Such cost includes the cost of replacing part of the
equipment when that cost is incurred, if the recognition
criteria are met.

3.7.4 Revaluation Model

The Bank has not applied the revaluation model to the
any class of freehold land and buildings or other assets.
Such properties are carried at a previously recognized
GAAP Amount.

On revaluation of an asset, any increase in the carrying
amount is recognized in 'Other comprehensive income’
and accumulated in equity, under capital reserve or
used to reverse a previous revaluation decrease relating
to the same asset, which was charged to the Statement
of Profit or Loss. In this circumstance, the increase is
recognized as income to the extent of previous write
down. Any decrease in the carrying amount is
recognized as an expense in the Statement of Profit or
Loss or debited to the Other Comprehensive income to
the extent of any credit balance existing in the capital
reserve in respect of that asset.

The decrease recognized in other comprehensive
income reduces the amount accumulated in equity
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under capital reserves. Any balance remaining in the
revaluation reserve in respect of an asset is transferred
directly to retained earnings on retirement or disposal
of the asset.

3.7.5 Subsequent Cost

The subsequent cost of replacing a component of an
item of property and equipment is recognized in the
carrying amount of the item, if it is probable that the
future economic benefits embodied within that part
will flow to the Bank and it can be reliably measured.
The cost of day to day servicing of property and
equipment are charged to the Statement of Profit or
Loss as incurred.

3.7.6 Depreciation

Fixed assets are depreciated on Diminishing Value
Method, at the rates determined on the basis of useful
life of assets. Depreciation rates applicable to assets of
the bank are as follows.

Rate of Depreciation per annum (%)

S.N. Particulars Rates
1. Computer & Accessories 20%
2.  Computer &
AcceSsories-Staff 25%
3. Vehicles 15%
4.  Furniture and Fixture (Metal) 10%
5. Furniture and Fixture (Wood) 15%
6. Machinery 15%
7.  Equipment & others 15%
* SLM over

8. Leasehold Assets the remaining

Lease Period

*SLM: Straight Line Method

Depreciation on newly acquired fixed assets is charged
from the date of invoice. Fixed Assets valuing 5,000 or
less are directly charged to the profit or loss account as
expenses for capital items

Amortization of Leasehold Assets

Costs incurred in respect of Leasehold Property are
capitalized as leasehold assets and amortized on
Straight Line Method (SLM) basis over the remaining
Lease period.
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3.7.7 Changes in Estimates

The asset’'s methods of depreciation are reviewed, and
adjusted if appropriate, at each financial year end.

3.7.8 Capital Work in Progress

These are expenses of capital nature directly incurred in
the construction of buildings, major plantand machinery
and system development, awaiting capitalization.
Capital work-in-progress would be transferred to the
relevant asset when it is available for use, i.e. when it
is in the location and condition necessary for it to be
capable of operating in the manner intended by
management. Capital work-in-progress is stated at cost
less any accumulated impairment losses.

3.7.9 Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of an asset that necessarily
takes a substantial period of time to get ready for its
intended use or sale are capitalized as part of the cost
of an asset. All other borrowing costs are expensed in
the period in which they occur. Borrowing costs consist
of interest and other costs that the Bank incurs in
connection with the borrowing of funds.

3.7.10 De-recognition

The carrying amount of an item of property and
equipment is derecognized on disposal or when no
future economic benefits are expected from its use. The
gain or losses arising from de-recognition of an item of
property and equipment is included in the Statement
of Profit or Loss when the item is derecognized. When
replacement costs are recognized in the carrying
amount of an item of property and equipment, the
remaining carrying amount of the replaced part is
derecognized. Major inspection costs are capitalized.
At each such capitalization, the remaining carrying
amount of the previous cost of inspections is
derecognized.

3.8 Goodwill and Intangible Assets
3.8.1 Recognition

An intangible asset is an identifiable non-monetary
asset without physical substance, held for use in the
production or supply of goods or services, or for
administrative purposes. An intangible asset s
recognized if it is probable that the future economic
benefits that are attributable to the asset will flow to
the entity and the cost of the asset can be measured

reliably. An intangible asset is initially measured at
cost. Expenditure incurred on an intangible item that
was initially recognized as an expense by the Bank in
previous annual Financial Statements or interim
Financial Statements are not recognized as part of the
cost of an intangible asset at a later date.

3.8.2 Computer Software & Licenses

Cost of purchased licenses and all computer software
costs incurred, licensed for use by the Bank, which are
not integrally related to associated hardware, which
can be clearly identified, reliably measured, and it's
probable that they will lead to future economic
benefits, are included in the Statement of Financial
Position under the category ‘Intangible assets’ and
carried at cost less accumulated amortization and any
accumulated impairment losses.

3.8.3 Subsequent Expenditure

Expenditure incurred on software is capitalized only
when it is probable that this expenditure will enable
the asset to generate future economic benefits in
excess of its originally assessed standard of
performance and this expenditure can be measured
and attributed to the asset reliably. All other
expenditure is expensed as incurred.

3.8.4 Amortization of Intangible Assets

Intangible Assets, except for goodwill, are amortized on
a straight-line basis in the Statement of Profit or Loss
from the date when the asset is available for use, over
the best of its useful economic life based on a pattern
in which the asset’s economic benefits are consumed
by the bank. Amortization methods, useful lives,
residual values are reviewed at each financial year end
and adjusted if appropriate. The Bank assumes that
there is no residual value for its intangible assets.

The Core Banking Software is amortized on SLM
basis over the period of 10 years while other intangible

assets are amortized on lower of

i 60 month or
ii. License Period

Goodwill is measured at cost less accumulated
impairment losses if any.

3.8.5 De-recognition of Intangible Assets

The carrying amount of an item of intangible asset is




s ¥ fofics

derecognized on disposal or when no future economic
benefits are expected from its use. The gain or loss
arising on de-recognition of an item of intangible
assets is included in the Statement of Profit or Loss
when the item is derecognized.

3.9 Investment Property

Investment property is property (land or a building or
part of a building or both) held (by the owner or by
the lessee under a finance lease) to earn rentals or for
capital appreciation or both but not for sale in the
ordinary course of business.

Land or land and building other than those classified as
property and equipment; and non-current assets held
for sale under relevant accounting standard shall be
presented under this account head. This shall include
land, land and building acquired as non-banking assets
by the Bank but not sold.

Hence, Legally Repossessed Collateral represents
Non-Financial Assets acquired by the Bank in
settlement of the overdue loans. The assets are initially
recognized as per NRB Directive when acquired and
subsequently measured at cost. The Bank's policy is to
determine whether a repossessed asset is best used for
its internal operations or should be sold. The proceeds
are used to reduce or repay the outstanding claim.
The immovable property acquired by foreclosure of
collateral from defaulting customers, or which has
devolved on the Bank as part settlement of debt, has
not been occupied for business use.

3.10 Income Tax

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

3.10.1 Current Tax

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

3.10.2 Deferred Tax

Deferred tax is provided on temporary differences at
the reporting date between the tax bases of assets
and liabilities and their carrying amounts for
financial reporting purposes. Deferred tax liabilities are
recognized for all taxable temporary differences except:

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

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

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

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

» In respect of deductible temporary differences
associated with investments in Subsidiaries,
deferred tax assets are recognized only to the
extent that it is probable that the temporary
differences will reverse in the foreseeable
future and taxable profit will be available
against which the temporary difference will be
utilized.

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

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

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

3.11 Deposits, debt securities issued and
subordinated liabilities

Deposits, debt securities issued and subordinated
liabilities are the Bank’s sources of funding. Deposits
include non-interest bearing deposits, saving deposits,
term deposits, call deposits and margin deposits. The
estimated fair value of deposits with no stated maturity
period is the amount repayable on demand. The fair
value of fixed interest-bearing deposits is considered
as carrying amount of these deposits. The fair value of
debt securities issued is also considered as the carrying
amount of these debt securities issued.

3.12 Provisions

A provision is recognized if, as a result of a past event,
the Bank has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an
outflow of economic benefits will be required to settle
the obligation. The amount recognized is the best
estimate of the consideration required to settle the
present obligation at the reporting date, taking in to
account the risks and uncertainties surrounding the
obligation at that date. Where a provision is measured
using the cash flows estimated to settle the present
obligation, its carrying amount is determined based on
the present value of those cash flows.

A provision for onerous contracts is recognized when
the expected benefits to be derived by the Bank from
a contract are lower than the unavoidable cost of
meeting its obligations under the contract. The
provision is measured as the present value of the lower
of the expected cost of terminating the contract and
the expected net cost of continuing with the contract.
Provisions are not recognized for future operating
losses.

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

3.13 Revenue Recognition

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

3.13.1 Interest Income

For all financial assets measured at amortized cost,
interest bearing financial assets classified as Fair value
through OCI and financial assets designated at fair
value through profit or loss, EIR is the rate that exactly
discounts estimated future cash payments or receipts
through the expected life of the financial instrument or
a shorter period, where appropriate, to the net carrying
amount of the financial asset or financial liability.

The calculation takes into account all contractual terms
of the financial instrument (for example, prepayment
options) and includes any fees or incremental costs
that are directly attributable to the instrument and are
an integral part of the EIR, but not future credit losses.
The carrying amount of the financial asset or financial
liability is adjusted if the bank revises its estimates of
payments or receipts. The adjusted carrying amount is
calculated based on the original EIR and the change
in carrying amount is recorded as 'Interest income’ for
financial assets and ‘Interest and similar expense’ for
financial liabilities. However, for a reclassified financial
asset for which the bank subsequently increases its
estimates of future cash receipts as a result of increased
recoverability of those cash receipts, the effect of that
increase is recognized as an adjustment to the EIR from
the date of the change in estimate.

When the outcome of the transaction involving the
rendering of services cannot be estimated reliably,
revenue shall be recognized only to the extent of
the expenses recognized that are recoverable.

The bank has opted to apply carve-out and recognize
interest income on accrual basis applying the
coupon rate, which is variable rate of interest.
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3.13.2 Fee and Commission Income

Fees earned for the provision of services over a period
of time are accrued over that period. These fees include
Service fees and commission income. Loan syndication
fees are recognized as revenue when the syndication
has been completed and the Bank retained no part
of the loan package for itself, or retained a part at the
same effective interest rate as for the other
participants. Portfolio and other management advisory
fees and service distribution fees are recognized
based on the applicable contracts, usually on a time
apportionment basis.

3.13.3 Dividend Income

Dividend income on equity instruments are recognized
in the statement of profit and loss within other income
when the Bank’s right to receive payment is established.

3.13.4 Net Trading Income

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

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

Trading assets such as equity shares and mutual fund
are recognized at fair value through profit or loss. No
other financial instruments are designated at fair value
through profit or loss.

3.14 Interest Expense

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

However, the banks has opted to apply carve-out
provided by the Institute of Chartered Accountants
of Nepal and recognize interest expense at the
coupon rate and continually measure the carrying
amount of financial liability at cost/fair value less
repayment.
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3.15 Employee Benefits

Employee Benefits are all forms of consideration given
by an entity in exchange for service rendered by
employees or for the termination of employment.
Employee benefits include:

. Short term employee benefits

. Post employee benefits

. Other long term employee benefits
. Termination benefits

3.15.1 Short Term Employee Benefits

Short-term employee benefits such as the following,

if expected to be settled wholly before twelve months

after the end of the annual reporting period in which

the employees render the related services:

i. Wages, salaries and social security
contributions;

ii. Paid annual leave and paid sick leaves;

iii. Profit sharing and bonuses;

iv. Non-monetary benefits (such as medical care,
housing, cars) for current employees

Short term employee benefits are measured on an
undiscounted basis and are expensed as the related
service is provided. A liability is recognized for the
amount expected to be paid under short term cash
bonus or profit sharing plans if the Bank has present
legal or constructive obligation to pay this amount as a
result of past service provided by the employee and the
obligation can be estimated reliably.

3.15.2 Post-Employment Benefits

Post-employment benefits are employee benefits
(other than termination benefits and short-term
employee benefits) that are payable after the
completion of employment such as the following:

i. Retirement benefits (e.g.: gratuity, lump sum
payments on retirement); and

ii. Other post-employment benefits such as
post-employment life insurance.

Defined Contribution Plan

A defined contribution plan is a post-employment
benefit plan under which the Bank pays fixed
contribution into a separate Bank Account (a fund)
and will have no legal or constructive obligation to pay
further contributions if the fund does not hold
sufficient assets to pay all employee benefits relating
to employee services in the current and prior periods,
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as defined in Nepal Accounting Standards — NAS 19
(Employee Benefits).

The contribution payable by the employer to a defined
contribution plan in proportion to the services
rendered to Bank by the employees and is recorded
as an expense under ‘Personnel expense’ as and when
they become due. Unpaid contributions are recorded
as a liability under 'Other Liabilities'.

Bank contributed 10% on the salary of each employee
to the Employees’ Provident Fund. The above expenses
are identified as contributions to ‘Defined Contribution
Plans’ as defined in Nepal Accounting Standards — NAS
19 (Employee Benefits).

Defined Benefit Plan

A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan.
Accordingly, staff gratuity has been considered as
defined benefit plans as per Nepal Accounting
Standards — NAS 19 (Employee Benefits).

a) Gratuity

Bank's obligation in respect of defined benefit
obligationis calculated by estimating the amount of
future benefit that employees have earned for their
service in the current and prior periods and discounting
that benefit to determine its present value, then
deducting the fair value of any plan assets to
determine the net amount to be shown in the
Statement of Financial Position. The value of a defined
benefit asset is restricted to the present value of any
economic benefits available in the form of refunds from
the plan or reduction on the future contributions to the
plan. In order to calculate the present value of
economic benefits, consideration is given to any
minimum funding requirement that apply to any plan
in Bank. An economic benefit is available to Bank if it is
realizable during the life of the plan, or on settlement
of the plan liabilities.

Bank determines the interest expense on the defined
benefit liability by applying the discount rate used to
measure the defined benefit liability at the beginning
of the annual period. The discount rate is the yield at
the reporting date on government bonds that have
maturity dates approximating to the terms of Bank's
obligations.

The increase in gratuity liabilities attributable to the

services provided by employees during the year ended
15th July, 2020 (current service cost) has been
recognized in the Statement of Profit or Loss under
‘Personnel Expenses’ together with the net interest
expense. Bank recognizes the total actuarial gain and
loss that arises in calculating Bank’s obligation in
respect of gratuity in other comprehensive income
during the period in which it occurs.

b) Unutilized Accumulated Leave

Bank’s liability towards the accumulated leave which
is expected to be utilized beyond one year from the
end of the reporting period is treated as other long
term employee benefits. Bank's net obligation towards
unutilized accumulated leave is calculated by
discounting the amount of future benefit that
employees have earned in return for their service in
the current and prior periods to determine the present
value of such benefits. The discount rate is the yield
at the reporting date on government bonds that have
maturity dates approximating to the terms of Bank's
obligation. The calculation is performed using the
Projected Unit Credit method. Net change in liability
for unutilized accumulated leave including any
actuarial gain and loss are recognized in the Statement
of Profit or Loss under ‘Personnel Expenses’ in the
period in which they arise.

3.15.3 Other Long Term Employee Benefits

Other long term employee benefits are all employee
benefits other than short-term employee benefits,
post-employment benefits and termination benefits.

3.15.4 Termination Benefits

Termination benefits are employee benefits provided
in exchange for the termination of an employee's
employment as a result of either:

i. An entity’s decision to terminate an employee’s
employment before the normal retirement
date or

ii. An employee’s decision to accept an offer of
benefits in exchange for the termination of
employment

3.16 Leases

The determination of whether an arrangement is a lease
or it contains a lease, is based on the substance of the
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arrangement and requires an assessment of whether
the fulfillment of the arrangement is dependent on the
use of a specific asset or assets and the arrangement
conveys a right to use the asset.

3.16.1 Finance Lease

Agreements which transfer to counterparties
substantially all the risks and rewards incidental to the
ownership of assets, but not necessarily legal title, are
classified as finance lease. When Bank is the lessor
under finance lease, the amounts due under the
leases, after deduction of unearned interest income,
are included in ‘Loans to & receivables from other
customers’, as appropriate. Interest income receivable
is recognized in ‘Net interest income’ over the periods
of the leases so as to give a constant rate of return on
the net investment in the leases.

When Bank is a lessee under finance leases, the leased
assets are capitalized and included in 'Property and
equipment’ and the corresponding liability to the
lesser is included in ‘Other liabilities’. A finance lease
and its corresponding liability are recognized initially
at the fair value of the asset or if lower, the present
value of the minimum lease payments. Finance charges
payable are recognized in ‘Interest expenses’ over the
period of the lease based on the interest rate implicit in
the lease so as to give a constant rate of interest on the
remaining balance of the liability.

The bank does not have finance lease transactions at
the reporting date.

3.16.2 Operating Lease

All other leases are classified as operating leases.
When acting as lesser, Bank includes the assets subject
to operating leases in 'Property and equipment’ and
accounts for them accordingly. Impairment losses are
recognized to the extent that residual values are not
fully recoverable and the carrying value of the assets is
thereby impaired.

When Bank is the lessee, leased assets are not
recognized on the Statement of Financial Position.

3.17 Foreign Currency Translation, Transactions
and Balances

All foreign currency transactions are translated into the
functional currency, which is Nepalese Rupees, using
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the exchange rates prevailing at the dates when the
transactions were affected.

Monetary assets and liabilities denominated in
foreign currencies at the reporting date are translated to
Nepalese Rupees using the spot foreign exchange
rate ruling at that date and all differences arising on
non-trading activities are taken to 'Other Operating
Income’ in the Statement of Profit or Loss. The
foreign currency gains or loss on monetary items is the
difference between amortized cost in the functional
currency at the beginning of the period, adjusted for
effective interest and payments during the period, and
the amortized cost in foreign currency translated at the
rates of exchange prevailing at the end of the reporting
period.

Non-monetary items in a foreign currency that are
measured in terms of historical cost are translated using
the exchange rates as at the dates of the initial
transactions. Non-monetary items in foreign currency
measured at fair value are translated using the
exchange rates at the date when the fair value was
determined.

Foreign exchange differences arising on the settlement
or reporting of monetary items at rates different from
those which were initially recorded are dealt with in the
Statement of Profit or Loss.

3.18 Financial guarantee and loan commitment

A financial guarantee contract is a contract that
requires the issuer to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payment when due.
Financial guarantee contracts may have various legal
forms, such as a guarantee, some types of letter of
credit, etc. where the bank has confirmed its intention
to provide funds to a customer or on behalf of a
customer in the form of loans, overdrafts etc.
whether cancellable or not and the bank had not made
payments at the reporting date, those instruments are
included in these financial statements as commitments.

3.19 Share capital and reserves

Share capital and reserves are different classes of
equity claims. Equity claims are claims on the residual
interest in the assets of the entity after deducting all
its liabilities. Changes in equity during the reporting
period comprise income and expenses recognized
in the statement of financial performance; plus,
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contributions from holders of equity claims, minus
distributions to holders of equity claims.

3.20 Earnings per share

Bank presents basic and diluted Earnings per share
(EPS) data for its ordinary shares. Basic EPS is calculated
by dividing the profit and loss attributable to ordinary
equity holders of Bank by the weighted average
number of ordinary shares outstanding during the
period.

Diluted EPS is determined by adjusting both the
profit and loss attributable to the ordinary equity
holders and the weighted average number of ordinary
shares outstanding, for the effects of all dilutive
potential ordinary shares, if any.

Earnings per share is calculated and presented in
Statement of Profit or Loss.

Particulars Units Amount

Profit attributable to equity

shareholders (a) Rs 555,063,307

Weighted average of
number of equity shares
used in computing basic
earnings per share (b)

Number | 80,033,897

Basic and diluted earnings
per equity share of Rs 100 Rs 6.94
each (a/b)

3.21 Segment reporting
An operating segment is a component of an entity:

4 that engages in business activities from which
it may earn revenues and incur expenses
(including revenues and expenses relating to
transactions with other components of the
same entity),

4 whose operating results are regularly reviewed
by the entity's chief operating decision maker
to make decisions about resources to be
allocated to the segment and assess its
performance, and

4 For which discrete financial information is
available.

The bank has identified the key segments of business
on the basis geographical presence throughout the
country.

3.22 Impairment of Non-Financial Assets

The Bank assesses at each reporting date whether there
is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing
for an asset is required, the Bank estimates the asset's
recoverable amount. An asset’s recoverable amount is
the higher of an asset's or the fair value of the Cash
Generating Units (CGU) fair value less costs to sell and
its value in use. Where the carrying amount of an
asset or CGU exceeds its recoverable amount, the asset
is considered impaired and is written down to its
recoverable amount.

In assessing value in use, the estimated future cash
flows are discounted to their present value using a
pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset. In determining fair value less costs
to sell, appropriate valuation model is used.

3.23 Dividend on Ordinary Shares

Dividend on ordinary shares are recognized as a
liability and deducted from equity when they are
approved by the Bank's shareholders. Dividend for
the year that is approved after the reporting date is
disclosed as an event after the reporting date. Interim
Dividend is deducted from equity when they are
declared and is no longer at the discretion of the Bank.

3.24 Cash Flow Statement

The cash flow statement has been prepared using 'The
Direct Method’, whereby gross cash receipts and gross
cash payments of operating activities, finance activities
and investing activities have been recognized.

3.25 Comparative Figures

The figures have been regrouped /rearranged wherever
necessary in order to facilitate comparison.
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Consolidated Notes to Financial Statements
As on 31st Ashadh 2077

4.1 Cash and Cash Equivalent

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Cash in Hand 1,778,242,252 2,022,763,727 1,778,124,081 2,022,360,878
Balances with BFIs 1,022,648,241 848,043,777 789,334,697 659,238,043
Money at Call and Short Notice - 300,015,616 - 300,015,616
Other. 2,158,027,080 976,970,648 2,158,027,080 976,970,648
Total 4,958,917,573 4,147,793,768 4,725,485,858 3,958,585,185

Other items in cash and cash equivalent includes interbank placements and other investments with maturity above 7 days and within 3 months, based on original maturity

4.2 Due from Nepal Rastra Bank

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Statutory Balances with NRB 2,902,016,147 2,731,686,346 2,895,016,147 2,727,186,346
Securities purchased under Resale Agreement - - - -
Other Deposit and Receivable from NRB 1,054,872,197 797,894,939 1,054,872,197 797,894,939
Total 3,956,888,344 3,529,581,285 3,949,888,344 3,525,081,285

Other deposit and receivables from NRB includes balance at NRB in foreign currency and "C" category government transaction related receivables.

4.3 Placements with Banks and Financial Instutions

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Placement with Domestic BFIs 152,706,195 83,652,433 - -
Placement with Foreign BFIs 803,364,430 659,095,583 803,364,430 659,095,583
Less: Allowances for Impairment - - - -
Total 956,070,625 742,748,016 803,364,430 659,095,583
Placement with domestic as well as foreign BFIs with original maturities more than three months from the purchase date are presented above.
4.4 Derivative Financial Instruments
Group Bank
Particulars Current Year Previous Year Current Year Previous Year

Held for Trading - -

Interest Rate Swap - - - -

Currency Swap - - - -

Forward Exchange Contracts - - - -

Others - - - -
Held for Risk Management - - - -

Interest Rate Swap - - - -

Currency Swap - - - -

Forward Exchange Contracts. 3,361,079,484 1,732,495,818 3,361,079,484 1,732,495,818

Others - - - -
Total 3,361,079,484 1,732,495,818 3,361,079,484 1,732,495,818
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4.5 Other Trading Assets

Group

Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Treasury Bills

Government Bonds

NRB Bonds

Domestic Corporate Bonds
Equities

Other Trading Assets

Total

Pledged
Non Pledged

4.6 Loans and Advances to BFIs

Group Bank

Particulars Current Year Previous Year Current Year Previous Year
Loans to Micro-Finance Institutions 1,503,366,705 1,618,267,984 1,787,860,026 1,823,153,304
Other - - -
Less: Allowances for Impairment (17,809,185) (18,147,561) (17,809,185) (18,147,561)
Total 1,485,557,520 1,600,120,423 1,770,050,840 1,805,005,743

Particulars Current Year Previous Year Current Year Previous Year
Loans to Micro-Finance Institutions 1,496,425,208 1,609,870,752 1,780,918,529 1,814,756,071
Total 1,496,425,208 1,609,870,752 1,780,918,529 1,814,756,071
Interest Receivable 6,941,497 8,397,232 6,941,497 8,397,232
Total 1,503,366,705 1,618,267,984 1,787,860,026 1,823,153,304

4.6.1 Allowances for Impairment

Balance at Shrawan 01 18,147,561 19,948,015 18,147,561 19,948,015
Impairment Losss for the year:
Charge for the year - - - -
Recoveries/Reversal (338,376) (1,800,454) (338,376) (1,800,454)
Amount Written Off - - - -
Balance at Ashadh End 17,809,185 18,147,561 17,809,185 18,147,561
4.7 Loans and Advances to Customers
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Loans and Advances measured at Amortized Cost 54,937,900,616 44,900,735,801 53,629,763,074 43,878,190,325
Less: Impairment Allowances
Collective Impairment (493,307,918) (407,286,009) (488,836,825) (397,398,713)
Individual Impairment (967,512,722) (895,046,431) (936,669,056) (887,105,866)

Net Amount
Loans and Advances measured at FVTPL
Total

53,477,079,976

53,477,079,976

43,598,403,361

43,598,403,361

52,204,257,192

52,204,257,192

42,593,685,746

42,593,685,746
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Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Product
Term Loans 12,978,344,744 10,170,985,256 12,978,344,744 10,170,985,256
Overdraft 8,312,195,480 6,950,192,049 8,312,195,480 6,950,192,049
Trust Receipt/Import Loans 5,787,942,693 3,343,323,964 5,787,942,693 3,343,323,964
Demand and other Working Capital Loans 10,137,153,309 10,408,553,067 10,137,153,309 10,408,553,067
Personal Residential Loans 1,806,200,716 1,905,088,036 1,806,200,716 1,905,088,036
Real Estate Loans 4,173,453,050 2,887,077,226 4,173,453,050 2,887,077,226
Margin Lending Loans 2,026,522,880 1,545,503,774 2,026,522,880 1,545,503,774
Hire Purchase Loans 2,270,710,877 2,418,308,661 2,270,710,877 2,418,308,661
Deprived Sector Loans 2,321,889,477 1,786,712,484 1,018,912,401 765,154,422
Bills Purchased - - - -
Staffs Loans 459,624,611 291,911,421 458,556,423 290,924,007
Other 3,545,501,585 2,564,142,961 3,545,501,585 2,564,142,961
Sub-Total 53,819,539,423 44,271,798,898 52,515,494,158 43,249,253,422
Interest Receivable 1,118,361,193 628,936,903 1,114,268,916 628,936,903
Grand Total 54,937,900,616 44,900,735,801 53,629,763,074 43,878,190,325
4.7.2 Analysis of Loans and Advances - By Currency
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Nepalese Rupee 50,490,327,527 42,423,491,284 49,182,189,984 41,400,945,808
Indian Rupee - - - -
United States Dollar 4,447,573,090 2,477,244,517 4,447,573,090 2,477,244,517
Great Britain Pound - - - -
Euro - - - -
Japanese Yen - - - -
Chinese Yuan - - - -
Other - - R -
Grand Total 54,937,900,616 44,900,735,801 53,629,763,074 43,878,190,325
4.7.3 Analysis of Loans and Advances - By Collateral
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Secured
Moveable/Immoveable Assets 50,304,157,393 41,503,998,534 50,304,157,393 41,503,998,534
Gold and Silver 214,819,605 223,129,971 214,819,605 223,129,971
Guarantee of Domestic BFIs - - - -
Government Guarantee 16,469,085 16,465,325 16,469,085 16,465,325
Guarantee of International Rated Bank - - - -
Collateral of Export Document - - - -
Collateral of Fixed Deposit Receipt 148,752,726 165,926,535 148,752,726 165,926,535
Collateral of Government Securities - - - -
Counter Guarantee - - - -
Personal Guarantee 3,636,322 94,403,355 3,636,322 94,403,355
Other Collateral 4,250,065,485 2,896,812,080 2,941,927,942 1,874,266,604
Subtotal 54,937,900,616 44,900,735,801 53,629,763,074 43,878,190,325
Unsecured - - - -

Grand Total

54,937,900,616

44,900,735,801

53,629,763,074

43,878,190,325
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4.7.4 Allowance for Impairment

Group

Bank

Particulars Current Year

Previous Year

Current Year

Previous Year

Individual Allowance for Impairment

Balance at Shrawan 01 895,046,431 860,992,012 887,105,866 858,311,390
Impairment Loss for the year - - - -

Charge for the year 72,466,291 34,054,420 49,563,190 28,794,477

Recoveries/Reversals during the year - - - -
Write-Offs - - - -
Exchange Rate Variance on Foreign Currency - - - -
Other Movement - - - -
Balance at Ashadh End 967,512,722 895,046,431 936,669,056 887,105,866
Collective Allowances for Impairment
Balance at Sharawan 01 407,286,009 371,328,162 397,398,713 365,500,019
Impairment Loss for the year - - - -

Charge/(Reversal) for the year 91,438,112 35,957,847 91,438,112 31,898,694
Exchange Rate Variance on Foreign Currency - - - -
Other Movement - - R -
Balance at Ashadh End 493,307,918 407,286,009 488,836,825 397,398,713
Total Allowances for Impairment 1,460,820,640 1,302,332,440 1,425,505,881 1,284,504,580

4.8 Investment Securities
Group Bank
Particulars Current Year Previous Year Current Year Previous Year

Investment Securities measured at Amortized Cost 8,107,133,296 6,698,845,657 8,107,133,296 6,698,845,657
Investment in Equity measured at FVTOCI 131,466,242 103,602,088 91,869,746 57,131,832
Total 8,238,599,538 6,802,447,745 8,199,003,042 6,755,977,489

4.8.1 Investment Securities Measured at Amortized Cost

Group

Bank

Previous Year

Current Year

Previous Year

Particulars Current Year
Debt Securities B
Government Bonds 7,615,846,179
Government Treasury Bills 491,287,117
Nepal Rastra Bank Bonds B
Nepal Rastra Bank Deposit Instruments B
Other(Foreign Share) -
Less: Specific Allowances for Impairment B
Total 8,107,133,296

6,560,748,972
138,096,686

6,698,845,657

7,615,846,179
491,287,117

8,107,133,296

6,560,748,972
138,096,686

6,698,845,657

4.8.2 Investment in Equity Measured at FVTOCI

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Equity Instruments - - - -
Quoted Equity Securities 121,502,142 95,346,788 81,905,646 48,876,532
Unqguoted Equity Securities 9,964,100 8,255,300 9,964,100 8,255,300
Total 131,466,242 103,602,088 91,869,746 57,131,832
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4.8.3 Information Relating to Investment in Equities

Group Bank

Particulars Current Year Previous Year Current Year Previous Year

Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value

Investment in Quoted Equity

1.1 Mahila Saha Yatra Micro Finance Bitiya
Sanstha Ltd.

40,000 Ordinary Shares Per Share 100 Paid Up
(Bonus Share 4,000)

1.2 Jalvidhyut Lagani Tatha Bikas Company Ltd.
31,860 Ordinary Shares Per Share 100 Paid Up 3,186,000 4,661,118 3,186,000 5,642,406 3,186,000 4,661,118 3,186,000 5,642,406
(Bonus Share 3186)

1.3 Nepal Life Insurance Company Ltd.
1,741 Ordinary Shares Per Share 1,425 Paid Up 2,480,925 3,893,400 2,480,925 2,784,090 2,480,925 3,893,400 2,480,925 2,784,090
(Bonus Share1349)

1.4 Mero Microfinance Bittiya Sanstha Ltd.
173 Ordinary Shares Per Share 100 Paid Up 10,800 116,602 10,800 70,756 10,800 116,602 10,800 70,756
(Bonus Share 65)

1.5 Khanikhola Hydropower Company Ltd.
16 Ordinary Shares Per Share 100 Paid Up

1.6 National Microfinance Bittiya Sanstha Ltd.
50 Ordinary Shares Per Share 100 Paid Up 1,900 82,500 1,900 42,920 1,900 82,500 1,900 42,920
(Bonus Share 31)

1.7 RSDC Laghubitta Bittiya Sanstha Ltd.
95 Ordinary Shares Per Share 100 Paid Up 7,800 51,490 7,800 19,208 7,800 51,490 7,800 19,208
(Bonus Share 17)

1.8 Suryodaya Laghubitta Bittiya Sanstha Ltd.
36 Ordinary Shares Per Share 100 Paid Up 1,700 19,116 1,700 14,274 1,700 19,116 1,700 14,274
(Bonus Share 19)

1.9 Arun Kagbeli Power Company Ltd.
295 Ordinary Shares Per Share 100 Paid Up

1.10 Synergy Power Company Ltd.
587 Ordinary Shares Per Share 100 Paid Up

1.11 Forward Microfinance Bittiya Sanstha Ltd.
49 Ordinary Shares Per Share 100 Paid Up 2,600 78,351 2,600 51,792 2,600 78,351 2,600 51,792
(Bonus Share 23)

1.12 United Modi Hydropower Company Ltd.
337 Ordinary Shares Per Share 100 Paid Up

1.13 Chilimepower Company Ltd.
19,842 Ordinary Shares Per Share 1,776.46 Paid 21,285,514 7,897,116 21,285,514 8,615,256 21,285,514 7,897,116 21,285,514 8,615,256
Up (Bonus 7860)

1.14 Soaltee Hotel
1,000 Ordinary Shares Per Share 603.886 Paid Up 603,887 214,368 603,887 339,526 603,887 214,368 603,887 339,526
(Bonus Share 392)

1.15 Nepal Life Insurance Company Ltd.
2325 Ordinary Shares Per Share 3,921.69 Paid Up 2,745,183 2,929,500 2,745,183 1,119,042 2,745,183 2,929,500 2,745,183 1,119,042
(Bonus Share 1625)

1.16 National Life Insurance Company Ltd.
3018 Ordinary Shares Per Share 2623.84 Paid Up 3,500,516 1,997,916 3,500,516 1,518,075 3,500,516 1,997,916 3,500,516 1,518,075
(Bonus share 747)

1.17 NLG Insurance Company Ltd.
1867 Ordinary Shares Per Share 1,730.27 Paid Up 1,684,446 1,226,619 1,614,346 888,492 1,684,446 1,226,619 1,614,346 888,492
(Bonus Share 233)

1.18 Prudential Insurance Company Ltd.

2,340 Ordinary Shares Per Share 1,607.54 Paid Up 2,136,607 1,153,620 2,136,607 1,298,700 2,136,607 1,153,620 2,136,607 1,298,700
(Bonus Share 572)

1.19 Nabil Equity Fund

1,126,504 Ordinary Shares Per Share 100 Paid Up
1.20 Laxmi Laghubitta Bittiya Sanstha Ltd. (LLBS)
4 Ordinary share @ Rs 1098 (Bonus Share 4)

4,000,000 16,720,000 4,000,000 9,702,000 4,000,000 16,720,000 4,000,000 9,702,000

1,600 784 1,600 1,056 1,600 784 1,600 1,056

29,500 34,220 29,500 55,460 29,500 34,220 29,500 55,460

58,700 57,526 58,700 52,830 58,700 57,526 58,700 52,830

33,700 35,048 33,700 36,733 33,700 35,048 33,700 36,733

11,265,040 10,510,282 11,265,040 10,510,282 11,265,040 10,510,282 11,265,040 10,510,282

- 4,856 - 2,644 - 4,856 - 2,644

1.21 Laxmi Value Fund |

100,000 Ordinary Shares Per Share 16.575 Paid Up - - 1657517 1,020,000 - - 1,657,517 1,020,000
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Group Bank

Particulars Current Year Previous Year Current Year Previous Year

Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value

1.22 Citizens Mutual Fund

500,000 Ordinary Shares Per Share 10 Paid Up 5,000,000 5,030,000 5,000,000 5,090,000 5,000,000 5,030,000 5,000,000 5,090,000

1.23 Neco Insurance Company Ltd.
1 Ordinary Shares Per Share 10 Paid Up 100 1,214 100 990 100 1,214 100 990
(Bonus Share 1)

1.24 NIC Asia Balanced Fund

500,000 Ordinary Shares Per Share 10 Paid Up 5,000,000 5,190,000 ) - 5000,000 5,190,000 . .
1.25 NMB 50

500,000 Ordinary Shares Per Share 10 Paid Up 5,000,000 5,000,000 ) - 000,000 5,000,000 . .
1.26 Siddhartha Investment Growth Scheme 2

1,000,000 Ordinary Shares Per Share 10 Paid Up 10,000,000 10,000,000 ) - 10,000,000 10,000,000 ) )
1.27 Sunrise First Mutual Fund 5,000,000 5,000,000 - - 5,000,000 5,000,000 - -

500,000 Ordinary Shares Per Share 10 Paid Up

1.28 Nadep Laghubitta Bittiya Sansta Ltd. Share

(529 Ordinary Share @ Rs.723.33) 382640 382640 382640 382,640 . . . .

1.29 Butwal Power Company Ltd.

(21,517 Units@ Rs. 550.67) 11,848,828 11,848,828 14,580,896 14,580,896 - - - -

1.30 Century Commercial Bank Ltd.
1,000 Ordinary Share @ Rs. 177

1.31 Citizen Bank International Ltd
(28,854 Ordinary Share @ Rs.308.96)

1.32 Forward Microfinace Bittya Sanstha Ltd
135 Share Ordinary share@Rs.1868.01

1.33 Jebils Finance Limited
3248 Ordinary Shares @ Rs. 99.21

1.34 Global IME Bank Ltd
(46 Ordinary Share @ Rs.215.18)

- - 177,000 177,000 - - - -

8,914,683 8,914,683 10,753,840 10,753,840 - - - -

252,182 252,182 252,182 252,182 - - - -

- - 322,221 322,221 - - - -

9,898 9,898 388,000 388,000 - - - -
1.35 Prime Commercial Bank Ltd.
(1090 Ordinary Share @ Rs.208.26)

1.36 Kamana Sewa Bikas Bank Ltd.
3200 Share@Rs.157.88

1.37 Mithila Laghubitta Bikas Bank Ltd
144 Ordinay Share @ Rs. 340.3

1.38 Nagbeli Laghubitta Bittya Sanstha Ltd.
(1 Ordinary Share@Rs.100

227,000 227,000 227,000 227,000 - - - -

- - 505,200 505,200 - - - -

- - 4,900 4,900 - - - -

100 100 100 100 - - - -
1.39 Neco Insurance Company Limited Share
(980 Ordinary Share @ Rs.501.14)

1.40 Nepal Investment Bank Ltd.
(2290 Ordinary Share @ Rs.380.01)

1.41 Sahara Bikash Bank Ltd. Share
(5,000 Share@Rs.153.37)

1.42 NLG Insurance Co. Ltd.
(1 Ordinary Share @ Rs.606.01)

1.43 Prabhu Bank Ltd.
(13,436 Ordinary Share @ Rs.253.45)

1.44 Nabil Balance Fund 2.
(50,000 Ordinary Share@Rs.10)

1.45 Samudayik Laghubitta Sanstha Ltd
703 Shares Ordinary @1200)

1.46 Sana Kisan Bikas Bank Ltd.
(198 Ordinary Share @ Rs.32.44)

1.47 Siddhartha Bank Limited Ltd.
(1250 Ordinary Share@Rs.318.6)

491,113 491,113 2,806,400 2,806,400 - - - -

870,221 870,221 548,000 548,000 - - - -

766,850 766,850 766,850 766,850 - - - -

606 606 302,618 302,618 - - - -

3,405,401 3,405,401 6,203,988 6,203,988 - - - -

500,000 500,000 500,000 500,000 - - - -

843,600 843,600 843,600 843,600 - - - -

6,423 6,423 32,035 32,035 - - - -

- - 398,250 398,250 - - - -
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Group Bank

Particulars Current Year Previous Year Current Year Previous Year

Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value
1.48 Nabil Bank Ltd.
(4054 Ordinary Share @ Rs.893.84) 3,623,622 3,623,622 791,000 791,000 - - - -
1.49 Laxmi Bank Limited
(2016 Ordinary Share @ Rs.221.86) 447,266 447,266 227,000 227,000 ) ) ) )
1.50 Sunrise Bank Ltd Share
(3294 Ordinary Share @ Rs.225.81) 743,803 743,803 701,097 701,097 ) ) ) )
1.51 Nepal Bank Limited
(4824 Ordinary Share @ Rs.283.19) 1,366,100 1,366,100 1,865,680 1,865,680
1.52 Nepal Credit & Commerce Bank Ltd. Share
(1999 Ordinary Share @ Rs.185.34) 370,500 370,500 120,500 120,500 ) ) ) )
1.53 NIC Asia Bank Ltd. Share
(1600 Ordinary Share @ Rs.618.44) 989,500 989,500 2,121,800 2,121,800 - - - -
1.54 Sanima Bank Ltd. Share
(1506 Ordinary Share @ Rs.389.77) 587,000 587,000 363,460 363,460 . . ) )
1.55 Shangrila Development Bank Ltd. Share
(1,000 Share@Rs. 159) ) ) 19,000 159,000 ) ) ) )
1.56 Shine Resunga Dev. Bank Ltd. Share
(500 Share@Rs. 250) i i 125000 125,000 ) ) i i
1.57 Nmb 50 (NMB FIFTY) Units
(2500 Ordinary Share @ Rs.10) 25,000 25,000
1.58 Rasuwagadhi Hydropower Co. Ltd.
(1000 Ordinary Share @ Rs.206) 206,000 206,000
1.59 Mega Bank Ltd.
(1000 Ordinary Share @ Rs.241) 241,000 241,000
1.60 Nica Balance Fund (NICABF)
(25000 Ordinary Share @ Rs.10) 250,000 250,000
1.61 Nepal Doorsanchar Company Ltd.
(500 Ordinary Share @ Rs.693) 346,500 346,500
1.62 Sanjen Jalvidhyut Company Ltd. ) ) . . ) )
(4990 Ordinary Share @ Rs.221.98) 1,107,660 1,107,660
1.63 Nepal Sbi Bank Ltd.
(1500 Ordinary Share @ Rs.515.33) 773,000 773,000
Fair value recognition of Previous GAAP provision
Total Investment in Quoted Equity 122,633,012 121,502,142 106,094,190 95,346,788 83,036,517 81,905,646 59,623934 48876,532
Investment in Unquoted Equity
1.1 Nepal Clearing House Limited
61,564 Ordinary Shares of Rs. 100 Paid up 5,130,300 6,156,400 5,130,300 5,130,300 5,130,300 6,156,400 5,130,300 5,130,300
1.2 General Insurance Company (Pvt. Ltd. / Ltd.)
30000 Ordinary Shares Per Share 100 Paid Up 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000 3,000,000
1.3 Credit Information Bureau
8,077 Ordinary Shares Per Share 100 Paid Up 125,000 807,700 125,000 125,000 125,000 807,700 125,000 125,000
Total Investment in Unquoted Equity 8,255,300 9,964,100 8,255,300 8,255,300 8,255,300 9,964,100 8,255,300 8,255,300
Total 130,888,312 131,466,242 114,349,490 103,602,088 91,291,817 91,869,746 67,879,234 57,131,832
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4.9 Current Tax Assets
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Current Tax Assets 476,486,026 367,403,601 468,803,197 367,403,601
Current year Income Tax Assets 476,486,026 367,403,601 468,803,197 367,403,601
Tax Assets of Prior Periods - - - -
Current Tax Liabilities 378,846,129 353,053,336 368,934,197 350,520,547
Current year Income Tax Liabilities 378,846,129 353,053,336 368,934,197 350,520,547
Tax Liabilities of Prior Periods - - - -
Total 97,639,897 14,350,265 99,869,000 16,883,054
4.10 Investment in Subsidiaries
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Investment in Quoted Subsidiaries - - 109,198,200 51,000,000
Investment in Unquoted Subsidiaries - - 150,865,000 150,865,000
Total Investment - - 260,063,200 201,865,000
Less: Impairment Allowances - - - -
Net Carrying Amount - - 260,063,200 201,865,000
4.10.1 Investment in Quoted Subsidiaries
Group Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value
Civil Laghubitta Bittiya Sanstha Ltd.
Z;%g(;%g)hares of Rs. 100 Each (Bonus Share 51,000,000 } 51,000,000 .
50190 Shars f o 100 ol - - -
Total 109,198,200 - 51,000,000 -
4.10.2 Investment in Unquoted Subsidiaries
Group Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value
Civil Capital Market Ltd.
12500 Shares @100 exch (Bonus Share 133475 150865000 : 150:865,000 :
Total 150,865,000 - 150,865,000 -

4.10.3 Information Relating to Subsidiaries of the Bank

Bank

Percentage of Ownership held by Bank

Current Year Previous Year

Civil Laghubitta Bittiya Sanstha Ltd.
Civil Capital Market Ltd.

51%
69.74%

51%
69.74%

Total
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4.10.4 Non Controlling Interest of the Subsidiaries

Group
Current Year
Civil Capital Capital Laghubitta
Equity Interest held by NCI (%) 30.26% 49%
Profit (Loss) allocated during the year 3,338,977 5,583,168
Accumulated Balances of NCI as on Ashadh End 68,128,084 74,669,304

Dividend Paid to NCI

Previous Year

Civil Capital Capital Laghubitta
Equity Interest held by NCI (%) 30.26% 49%
Profit (Loss) allocated during the year 2,106,905 7,883,306
Accumulated Balances of NCI as on Ashadh End 66,876,288 71,578,510
Dividend Paid to NCI
4.11 Investment in Associates
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Investment in Quoted Associates - - - -
Investment in Unquoted Associates - - - -
Total Investment - - - -
Less: Impairment Allowances - - - -
Net Carrying Amount - - - -
4.11.1 Investment in Quoted Associates
Group Bank
Current Year Previous Year Current Year Previous Year
Cost Fair Value Cost Fair Value Cost Fair Value  Cost Fair Value
.......... Ltd. - - - - - - - -
......... Shares of Rs. ..... Each - - - - - - - -
.......... Ltd. - - - - - - - -
......... Shares of Rs. ..... Each - - - - - - - -
Total - - - - - - - -
4.11.2 Investment in Unquoted Associates
Group Bank
Current Year Previous Year Current Year Previous Year
Cost Fair Value Cost Fair Value Cost Fair Value  Cost Fair Value
.......... Ltd. - - - - - - - -
......... Shares of Rs. ..... Each - - - - - - - -
.......... Ltd. - - - - - - - -
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4.11.3 Information Relating to Associates of the Bank

Group

Bank

Percentage of Ownership held by

Bank

Bank

Current Year

Previous Year

Current Year

Percentage of Ownership held by

Previous Year

Group

Percentage of Ownership held by Bank

Current Year

Previous Year

4.12 Investment Properties

Group

Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Investment Properties measured at Fair Value

Balance as on Shrawan 01.

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 01 227,981,351 177,160,409 227,981,351 177,160,409
Addition/(Disposal) during the year (112,879,094) 50,820,942 (112,879,094) 50,820,942
Net Changes in fair value during the year - - - -
Adjustment/Transfer - - - -
Accumulated depreciation - - - -
Accumulated impairment loss - - - -
Net Amount 115,102,257 227,981,351 115,102,257 227,981,351
Total 115,102,257 227,981,351 115,102,257 227,981,351
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4.14 Goodwill and Intangible Assets
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Group
Software
Particulars Goodwill Purchased Developed Other Total Ashadh Total Ashadh
end 2077 end 2076

Cost
As on Shrawan 01, 2075 12,029,559 99,576,924 - - - 111,606,483
Addition during the year.

Acquisition. - - - - - -

Capitalization. - 10,075,282 - - - 10,075,282
Disposal during the year. - - - - - -
Adjustment/Revaluation. - - - - - -
Balance as on Ashadh end 2076 12,029,559 109,652,206 - - - 121,681,765
Addition during the Year

Acquisition - 9,228,521 - - 9,228,521 -

Capitalization - - - - - -
Disposal during the year - - - - - -
Adjustment/Revaluation - - - - - -
Balance as on Ashadh end 2077 12,029,559 99,576,924 130,910,286 121,681,765
Amortisation and Impairment
As on Shrawan 01, 2075 - 57,949,804 - - - 57,949,804
Acquisition - - - - -
Amortisation charge for the year 12,029,559 11,973,741 - - - 24,003,300
Impairment for the year - - - - -
Disposals - - - - - -
Adjustment - - - - - -
As on Ashadh end 2076 12,029,559 69,923,545 - - - 81,953,104
Impairment for the year
Amortisation charge for the year - 13,555,127 - - 13,555,127 -
Disposals - - - - - -
Adjustment - - - - - -
As on Ashadh end 2077 12,029,559 83,478,672 - - 95,508,232 81,953,104
Capital Work in Progress } } ) ) ) )
Net Book Value
As on Ashadh end 2075 12,029,559 41,627,120 - - 53,656,679 -
As on Ashadh end 2076 - 29,653,379 - - 39,728,661 -
As on Ashadh end 2077 - 16,098,252 - - 35,402,054 -
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4.14 Continued...

Bank
Software
Particulars Goodwill Purchased Developed Other Total Ashadh Total Ashadh
end 2077 end 2076

Cost
As on Shrawan 01, 2075 97,777,325 - - 97,777,325
Addition during the year -

Acquisition - - - -

Capitalization 9,314,792 - - 9,314,792
Disposal during the year - - - -
Adjustment/Revaluation - - - -
Balance as on Ashadh end 2076 107,092,117 - - 107,092,117
Addition during the Year -

Acquisition - - - -

Capitalization 7,962,921 - 7,962,921 -
Disposal during the year - - - -
Adjustment/Revaluation - - - -
Balance as on Ashadh end 2077 115,055,038 115,055,038 107,092,117
Amortisation and Impairment
As on Shrawan 01, 2075 57,193,133 - - 57,193,133
Acquisition - - - -
Amortisation charge for the year 11,518,844 - - 11,518,844
Impairment for the year - - - -
Disposals - - - -
Adjustment - - - -
As on Ashadh end 2076 68,711,977 - - 68,711,977
Impairment for the year
Amortisation charge for the year 12,406,944 - 12,406,944 -
Disposals - - - -
Adjustment - - - -
As on Ashadh end 2077 81,118,921 - 81,118,921 68,711,977
Capital Work in Progress } ) } )
Net Book Value
As on Ashadh end 2075 40,584,193 - 40,584,193 -
As on Ashadh end 2076 38,380,140 - 38,380,140 -
As on Ashadh end 2077 33,936,117 - 33,936,117 -
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4.15 Deferred Tax
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Group Bank
Deferred Deferred Current Year Deferred _Current Year
Particulars Tax Tax Net Deferred Deferred Tax Net Deferred
Assets  Liabilities 12X Assets/ Tax Assets | iabilities Tox asets /
Deferred tax on temporary differences on
following items
Loans and Advances to BFIs - - - - - -
Loans and Advances to Customers 129,203,447 (129,203,447) - 129203447 (129,203,447)
Investment Properties - 34,530,677 (34,530,677) - 34,530,677  (34,530,677)
Investment Securities - - - - - -
Property and Equipment - 22,183,007 (22,183,007) - 21,988,538 (21,988,538)
Employees' Defined Benefit Plan 68,470,985 - 68,470,985 66,169,247 - 66,169,247
Lease Liabilities - - - - - -
Provisions - - - - - -
Other Temporary Differences 2,921,446 - 2,921,446 - - -
Deferred tax on temporary differences 71392431 185,917,131 (114,524,700) 66,169,247 185,722,662 (119,553,416)
Deferred tax on carry forward of unused tax losses - - 5,845,655 5,845,655
Deferred tax due to changes in tax rate - - -
21:; onefZ%r;t;d Tax Asset (Liabilities) as on year ) ) (108,679,045) ) - (113,707.761)
Deferred Tax (Asset)/ Liabilities as on Shrawan 01 2076 - - (151,028,276) - - (155,434,082)
Origination/(Reversal) during the year - - (42,349,231) - - (41,726,321)
Fl?re;:irs:ilziz expense (income) recognized in ) } (45,555,575) . ) (44,932,665)
Deferred Tax expense (income) recognized in OCI - - 3,206,344 - - 3,206,344
Deferred Tax expense (income) recognized directly in Equity - - - - - -
Group Bank
Deferred Deferred Previous Year Deferred _Previous Year
Particulars Tax Tax Net Deferred Deferred Tax Net Deferred
Assets  Liabilities ~ TaXfAssets/ Tax Assets | iabilities Tox esets /
Deferred tax on temporary differences on
following items
Loans and Advances to BFIs - - - - - -
Loans and Advances to Customers - 129,203,447 (129,203,447) - 129203447 (129,203,447)
Investment Properties - 68,394,405 (68,394,405) - 68,394,405  (68,394,405)
Investment Securities - - - - - -
Property and Equipment - 16,131,559 (16,131,559) - 16,066,624 (16,066,624)
Employees' Defined Benefit Plan 47,315,941 - 47,315,941 45,965,450 - 45,965,450
Lease Liabilities - - - - - -
Provisions - - - - - -
Other Temporary Differences 6,540,802 - 6,540,802 3,420,550 - 3,420,550
Deferred tax on temporary differences 53,856,743 213,729,412 (159,872,669) 49,386,001 213,664,476 (164,278,475)
Deferred tax on carry forward of unused tax losses - - 8,844,393 8,844,393
Deferred tax due to changes in tax rate - - - - -
21:; onef;)r;zd Tax Asset (Liabilities) as on year ) ) (151,028,276) ) © (155.434082)
Deferred Tax (Asset)/ Liabilities as on Shrawan 01 2075 - - (144,692,939) - - (149,023,470)
Origination/(Reversal) during the year - - 6,335,337 - - 6,410,612
gre;fei{rg:igasi expense (income) recognized in ) } 12,721,331 ) ) 12,796,606
Deferred Tax expense (income) recognized in OCI - - (6,385,994) - - (6,385,994)

Deferred Tax expense (income) recognized directly
in Equity
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4.16 Other Assets

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Assets held for Sale - - - -
Other Non-Banking Assets - - - -
Bills Receivable - - - -
Accounts Receivable 221,212,940 107,368,720 218,561,388 104,222,911
Accrued Income - - - -
Prepayments and Deposits 31,078,492 25,870,702 29,069,713 24,041,293
Income Tax Deposit 46,340,128 42,268,574 33,109,075 32,328,086
Deferred Employee Expenditure 348,119,803 212,259,940 348,119,803 212,259,940
Other Assets 87,135,145 81,835,389 83,561,109 78,842,726
Total 733,886,509 469,603,324 712,421,089 451,694,957
4.17 Due to Banks and Financial Institutions
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Money Market Deposits - - - -
Interbank Borrowing 441,249,810 1,214,067,113 500,000,000 1,450,000,000
Other Deposits from BFIs 2,501,767,143 5,067,055,806 2,630,182,705 5,067,055,806

Settlement and Clearing Accounts

Total 2,943,016,953 6,281,122,919 3,130,182,705 6,517,055,806
4.18 Due to NRB
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Refinance from NRB 728,565,709 531,249,097 728,565,709 531,249,097
Standing Liquidity Facility - - - -
Lender of Last Resort facility from NRB - - - -
Securities sold under repurchase agreements - - - -
Other Payable to NRB - - - -
Total 728,565,709 531,249,097 728,565,709 531,249,097

4.19 Derivative Financial Instruments

Group

Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Held for Trading
Interest Rate Swap
Currency Swap
Forward Exchange Contracts
Others

Held for Risk Management
Interest Rate Swap
Currency Swap
Forward Exchange Contracts.
Others

Total

3,376,676,328

3,376,676,328

1,673,810,051

1,673,810,051

3,376,676,328

3,376,676,328

1,673,810,051

1,673,810,051
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Particulars

Current Year

Previous Year

Current Year

Previous Year

Institutional Customers:
Term Deposits
Call Deposits
Current Deposits
Others

Individual Customers:
Term Deposits
Saving Deposits
Current Deposits
Others

Total

31,193,080,975
21,875,413,027
5,417,505,973
3,536,747,313
363,414,663
26,721,692,922
12,575,699,407
13,840,712,939
211,142,812
94,137,764
57,914,773,897

20,457,821,182
13,702,423,825
4,207,944,617
2,092,841,568
454,611,172
21,806,605,873
10,772,807,520
10,790,658,929
172,738,619
70,400,805
42,264,427,056

31,193,080,975
21,875,413,027
5.417,505,973
3,536,747,313
363,414,663
26,319,326,249
12,575,699,407
13,438,346,266
211,142,812
94,137,764
57,512,407,224

20,457,821,182
13,702,423,825
4,207,944,617
2,092,841,568
454,611,172
21,535,480,134
10,772,807,520
10,519,533,189
172,738,619
70,400,805
41,993,301,316

4.20.1 Currency Wise Analysis of Deposit From Customers

Group

Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Nepalese Rupee
Indian Rupee
United States Dollar
Great Britain Pound
Euro

Japanese Yen
Chinese Yuan

Other

Total

56,433,509,284
1,479,303,747
77,958
1,882,909

57,914,773,897

41,860,364,089
402,491,867
2,643
1,568,457

42,264,427,056

56,031,142,611
1,479,303,747
77,958
1,882,909

57,512,407,224

41,589,238,349
402,491,867
2,643
1,568,457

41,993,301,316

4.21 Borrowings

Group

Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Domestic Borrowings
Nepal Government
Other Institutions.
Other
Sub Total
Foreign Borrowings
Foreign Banks and Financial Institutions
Multilateral Development Banks
Other Institutions
Sub Total
Total

197,158
548,662,046

548,859,204

424,029
614,829,882

615,253,911




e ¥ fofics

2
200&/bb .‘ '

4.22 Provisions

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Provisions for Redundancy - - - -
Provisions for Restructuring - - - -
Pending Legal Issues and Tax Litigation - - - -
Onerous Contracts - - - -
Other Provisions 82,983,005 - 82,983,005 -
Total 82,983,005 - 82,983,005 -
4.22.1 Movement in Provision
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Balance at Shrawan 01 - - - -
Provisions made during the year 82,983,005 - 82,983,005 -
Provisions used during the year - - - -
Provisions reversed during the year - - - -
Unwind of Discount - - - -
Balance at Ashadh end 82,983,005 - 82,983,005 -
4.23 Other Liabilities
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Liabilities for emloyees defined benefit obligations 156,826,530 109,393,262 153,499,156 108,077,133
Liabilities for long service leave 71,410,088 46,794,745 67,065,000 45,141,035
Short term employee benefits - - - -
Bills payable 11,690,729 33,094,260 11,690,729 33,094,260
Creditors and accruals 258,835,447 143,238,986 258,835,447 143,238,986
Interest payable on deposits 30,316,638 25,397,580 6,701,458 11,339,893
Interest payable on borrowing 9,549,646 5,596,567 9,549,646 5,596,567
Liabilities on defferred grant income - - - -
Unpaid Dividend 35,994,711 36,178,761 35,994,711 36,178,761
Liabilities under Finance Lease - - - -
Employee bonus payable 101,030,298 122,315,666 97,673,871 118,969,954
Other Liabilities 1,322,533,864 1,069,430,307 1,089,985,145 943,914,766
Total 1,998,187,950 1,591,440,134 1,730,995,163 1,445,551,354
4.23.1 Defined Benefit Obligation
The amounts recognised in the statements of financials positions are as follows :
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Present value of unfunded obligations 220,564,156 153,218,168 220,564,156 153,218,168
Present value of funded obligations - - - -
Total present value of obligations 220,564,156 153,218,168 220,564,156 153,218,168
Fair value of plan assets - - R -
Present value of net obligations 220,564,156 153,218,168 220,564,156 153,218,168
Recognised liability for defined benefit 220,564,156 153,218,168 220,564,156 153,218,168

obligations

All the Defined benefit obligation(Gratuity and leave) are unfunded obligation as the bank has not maintained any plan assets.
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Plan assets comprise Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Equity securities - - - -
Government bonds - - - -
Bank deposit - - - -
Other - - - -
Total - - - -
Actual return on plan assets
4.23.3 Movement in the Present Value of Defined Benefit Obligations
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Defined benefit obligations at Shrawan 1 153,218,168 108,492,151 153,218,168 108,492,151
Actuarial losses 14,114,012 13,029,959 14,114,012 13,029,959
Benefits paid by the plan (8,648,906) (14,830,962) (8,648,906) (14,830,962)
Current service costs and interest 61,880,882 46,527,020 61,880,882 46,527,020

Defined benefit obligations at Ashadh end 220,564,156

153,218,168

220,564,156

153,218,168

4.23.4 Movement in the Fair Value of Plan Assets

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Fair value of plan assets at Shrawan 1 - - - -
Contributions paid into the plan - - - -
Benefits paid during the year - - - -
Actuarial (losses) gains - - - -
Expected return on plan assets - - - -
Fair value of plan assets at Ashadh end - - - -
4.23.5 Amount Recognised in Profit or Loss
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Current service costs 22,479,076 37,397,248 22,479,076 37,397,248
Interest on obligation 39,401,806 9,129,772 39,401,806 9,129,772
Expected return on plan assets - - - -
Total 61,880,882 46,527,020 61,880,882 46,527,020
4.23.6 Amount Recognised in Other Comprehensive Income
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Acturial (gain)/loss 3,383,623 12,308,927 3,383,623 12,308,927
Total 3,383,623 12,308,927 3,383,623 12,308,927

Note:- Only acturial gains and losses relating to gratuity has been recognised in other comprehensive income.
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4.23.7 Actuarial Assumptions

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Discount rate 9%, 9% 9%, 9%
Expected return on plan asset - - - -
Future salary increase 10% 10% 10% 10%
Withdrawal rate 15% 15% 15% 15%
4.24 Debt Securities Issued
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Debt securities issued designated as at fair value ) ) ) )
through profit or loss
Debt securities issued at amortised cost - - - -
Total - - - -
4.25 Subordinated Liabilities
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Redeemable preference shares - - - -
Irredemable cumulative preference shares - - - -
(liabilities component)
Other - - - -
Total - - - -
4.26 Share Capital
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Ordinary shares 8,003,389,674 8,003,389,674 8,003,389,674 8,003,389,674

Convertible preference shares (equity
component only)

Irredemable preference shares (equity
component only)
Perpetual debt (equity component only)

Total

8,003,389,674

8,003,389,674

8,003,389,674 8,003,389,674

4.26.1 Ordinary Shares

Bank

Particulars

Current Year

Previous Year

Authorized Capital

100,000,000.00 Ordinary share of Rs. 100 each
Issued capital

80,033,896 Ordinary share of Rs. 100 each
Subscribed and paid up capital

80,033,896 Ordinary share of Rs. 100 each
Total

10,000,000,000

8,003,389,674

8,003,389,674
8,003,389,674

10,000,000,000

8,003,389,674

8,003,389,674
8,003,389,674
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4.26.2 Ordinary Share Ownership

Bank
Current Year Previous Year
Particulars Percent Amount Percent Amount

Domestic ownership 98.92% 7,916,855,662 98.92% 7,916,855,662
Nepal Government - - - -

‘A’ class licensed institutions - - - -
Other licensed intitutions - - - -
Other Institutions 23.85% 1,908,808,437 12.11% 969,153,507
Public 74.92% 5,996,042,140 86.81% 6,947,702,155
Other 0.15% 12,005,085 - -
Foreign ownership 1.08% 86,534,012 1.08% 86,534,012
Total 100% 8,003,389,674 100% 8,003,389,674

4.27 Reserves Group Bank
Particulars Current Year Previous Year Current Year Previous Year

Statutory general reserve 982,146,497 871,133,835 982,146,497 871,133,835
Exchange equilisation reserve 19,581,224 18,375,213 19,581,224 18,375,213
Corporate social responsibility reserve 6,935,522 16,061,435 6,935,522 16,061,435
Capital redemption reserve - - - -
Regulatory reserve 431,725,125 706,690,743 431,725,125 706,690,743
Investment adjustment reserve 3,000,000 3,000,000 3,000,000 3,000,000
Capital reserve - - - -
Assets revaluation reserve - - - -
Fair value reserve 404,551 (10,747,402) 404,551 (10,747,402)
Dividend equalisation reserve - - - -
Actuarial gain (38,342,974) (34,959,351) (38,342,974) (34,959,351)
Special reserve - - - -
Other reserve 38,164,106 38,164,106 38,164,106 38,164,106
Capital Adjustment Fund 35,536,834 35,536,834 35,536,834 35,536,834
Employee Training Reserve 2627272 2,627,272 2627272 2,627,272
Total 1,443,614,051 1,607,718,580 1,443,614,051 1,607,718,580

Statutory General Reserve
General reserve maintained as per the regulatory requirements. The regulatory requirement to set aside 20% of net profit until the reserve is twice

the paid up capital and thereafter minimum 10% of the net profit

Exchange Equalization Reserve
Exchange equalization is maintained as per requirement of NRB Directive, which is set at 25% of foreign exchange revaluation gain on the
translation to the reporting currency. This reserve is accumulation of such gains over the years

Corporate Social Responsibility Reserve

Corporate Social Responsibility Reserve is created as per NRB directive, which is set aside of 1% of net profit of previous year. The balance in the
reserve is the amount which is not exhausted in the current fiscal year to be utilized for Corporate Social Responsibility Objective in the coming
years. For details refer note no 5.7(g)

Regulatory Reserve
Regulatory Reserve is created due to the changes in the NFRS conversion and adoption with effect in the retained earnings of the bank

Investment Adjustment Reserve

Investment Adjustment Reserve is created as per the directive of NRB created against the quoted as well as unquoted investments
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Fair Value Reserve
The fair value reserve is created against the valuation of the investment of the bank as per the fair valuation of the investment made, quoted as
available for sale investments. For details refer note no 5.7(j)

Actuarial gain/(losses)
The reserve created against the actuarial valuation of gratuity benefit to the employee of the bank. For details refer note no 5.7(i)

Other Reserves

Other Reserves include reserve created for the Employee Training Reserve created as per the NRB directive, the allocation is utilized in the current
year and remaining balances is transferred to training reserve which is created to be utilized for training expenses in coming years. It also includes
Capital Adjustment Reserve created against the income recognition by capitalization in loans, for which capitalization is allowed by NRB, but
distribution is not done till the settlement of the capitalized interest part. For details refer note no 5.8

4.28 Contingent Liabilities and Commitments
Group Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

Contingent liabilities 10,008,373,155 8,840,302,953 10,008,373,155 8,840,302,953
Undrawn and undisbursed facilities 17,596,322,796 19,575,982,507 17,596,322,796 19,575,982,507
Capital commitment - - - -
Lease Commitment - - - -
Litigation 77,745,703 75,305,957 77,745,703 75,305,957
Total 27,682,441,654 28,491,591,417 27,682,441,654 28,491,591,417
4.28.1 Contingent Liabilities
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Acceptance and documentary credit 2,534,677,186 4,000,943,043 2,534,677,186 4,000,943,043
Bills for collection 222,959 603,681 222,959 603,681
Forward exchange contracts 3,381,454,940 1,673,810,051 3,381,454,940 1,673,810,051
Guarantees 4,092,018,070 3,164,946,178 4,092,018,070 3,164,946,178
Underwriting commitment - - - -
Other commitments - - - -
Total 10,008,373,155 8,840,302,953 10,008,373,155 8,840,302,953
4.28.2 Undrawn and Undisbursed Facilities
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Undisbursed amount of loans 4,938,515,096 3,622,449,633 4,938,515,096 3,622,449,633
Undrawn limits of overdrafts 6,496,018,521 9,228,958,826 6,496,018,521 9,228,958,826
Undrawn limits of credit cards - - - -
Undrawn limits of letter of credit 5,192,402,035 5,533,972,260 5,192,402,035 5,533,972,260
Undrawn limits of guarantee 969,387,144 1,190,601,788 969,387,144 1,190,601,788
Total 17,596,322,796 19,575,982,507 17,596,322,796 19,575,982,507
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4.28.3 Capital Commitments

Capital expenditure approved by relevant authority of the bank but provision has not been made in Financial Statements.

Group Bank

Particulars Current Year Previous Year Current Year Previous Year

Capital commitments in relation to Property and

Equipment

Approved and contracted for - - - -
Approved but not contracted for - - - -
Sub total - - - -
Capital commitments in relation to Intangible

assets

Approved and contracted for - - - -
Approved but not contracted for - - - -
Sub total - - - -
Total - - - -

4.28.4 Lease Commitments
Group Bank

Particulars Current Year Previous Year Current Year Previous Year

Operating lease commitments - - - -

Future minimum lease payments under non
cancellable operating lease, where the bank is - - - -
lessee
Not later than 1 year - - - -
Later than 1 year but not later than 5 years - - - -
Later than 5 years - - - -
Sub total - - - -

Finance lease commitments - - - -

Future minimum lease payments under non
cancellable operating lease, where the bank is - - - -
lessee
Not later than 1 year - - - -
Later than 1 year but not later than 5 years - - - -
Later than 5 years - - - -
Sub total - - - -
Grand total - - - -

4.28.5 Litigation

Group Bank

Particulars Current Year Previous Year Current Year Previous Year
Income Tax Liability 77,745,703 75,305,957 77,745,703 75,305,957
Grand total 77,745,703 75,305,957 77,745,703 75,305,957

Large Tax Payers' Office (LTPO) conducts its assessment of each year’s tax filing within four years of the completion of income year (generally).
Following its assessment, LTPO can issue its reassessment order revising tax liability of the Bank. However, the Bank may choose to contest against
such decisions by applying for administrative review from Director General at Inland Revenue Department (IRD) level, case filing at Revenue
Tribunal and case filing at Supreme Court. Till the balance sheet date, the Bank's corporate tax liability up to income year 2067-68 has been cleared
by the tax authority. Further, reassessment from LTPO has been completed up to fiscal year 2072/73. The Bank has contested against the upward
revision in tax liability as issued by LTPO in their reassessment order.
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4.29 Interest Income

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Cash and cash equivalent 28,599,818 32,227,807 28,599,818 32,227,807
Due from Nepal Rastra Bank - 6,627,801 - 6,627,801
Placement with bank and financial institutions 2,596,469 5,451,613 1,131,431 4,358,784
Loan and advances to bank and financial institutions - - - -
Loans and advances to customers 5,817,115,040 5,424,452,280 5,663,569,927 5,314,735,480
Investment securities 356,246,077 260,406,291 356,246,077 260,406,291
Loan and advances to staff 149,464,204 109,529,396 149,464,204 109,529,396
Other Interest Income 29,299,951 14,196,418 48,822 -
Total interest income 6,383,321,560 5,852,891,606 6,199,060,280 5,727,885,560
4.30 Interest Expenses
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Due to bank and financial institutions 41,937,356 40,643,555 41,922,607 63,851,054
Due to Nepal Rastra Bank 20,687,522 32,376,010 20,687,522 32,376,010
Deposits from customers 3,874,958,691 3,446,951,431 3,899,919,698 3,430,183,700
Borrowing 83,580,121 49,057,443 - -

Debt securities issued
Subordinated liabilities
Other Charges

Total Interest expense

4,021,163,690

3,569,028,439

3,962,529,827

3,526,410,764

4.31 Fees and Commission Income

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Loan administration fees 164,989,292 94,743,481 164,989,292 94,743,481
Service fees 45,702,816 39,063,474 14,250,218 9,092,795
Consortium fees - - - -
Commitment fees - - - -
DD/TT/Swift fees 7,858,265 6,632,306 7,858,265 6,632,306
Credit card/ATM issuance and renewal fees 9,091,054 7,612,725 9,091,054 7,612,725
Prepayment and swap fees 5,216,081 17,488,664 5,216,081 17,488,664
Investment banking fees - - - -
Asset management fees - - - -
Brokerage fees 5,897,997 7,258,106 5,897,997 7,258,106
Remittance fees 6,391,868 6,102,557 6,391,868 6,102,557
Commission on letter of credit 29,773,705 38,461,765 29,773,705 38,461,765
Commission on guarantee contracts issued 38,401,812 30,584,010 38,401,812 30,584,010
Commission on share underwriting/issue - - - -
Locker rental 1,627,949 1,568,731 1,627,949 1,568,731
Other fees and commision income 21,345,028 6,011,840 17,182,095 2,342,412
Total Fees and Commission Income 336,295,867 255,527,660 300,680,336 221,887,552
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Group Bank
Particulars Current Year Previous Year Current Year Previous Year
ATM management fees 3,423,786 3,424,236 3,423,786 3,424,236
VISA/Master card fees 16,751,948 13,879,128 16,751,948 13,879,128
Guarantee commission - - - -
Brokerage - - - -
DD/TT/Swift fees. 6,561,211 5,723,643 6,561,211 5,723,643
Remittance fees and commission - - - -
Other fees and commission expense 716,080 796,910 288,180 974,180
Total Fees and Commission Expense 27,453,025 23,823,916 27,025,125 24,001,186
4.33 Net Trading Income
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Changes in fair value of trading assets R - - -
Gain/loss on disposal of trading assets - - - -
Interest income on trading assets - - - -
Dividend income on trading assets - - - -
Gain/loss foreign exchange transation 229,853,155 197,957,315 229,853,155 197,957,315
Other - - - -
Net trading income 229,853,155 197,957,315 229,853,155 197,957,315
4.34 Other Operating Income
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Foreign exchange revauation gain 4,824,041 8,848,953 4,824,041 8,848,953
Gain/loss on sale of investment securities 83,348 - (20,000) -
Fair value gain/loss on investment properties - - - -
Dividend on equity instruments 9,078,517 6,782,642 8,064,413 6,782,642
Gain/loss on sale of property and equipment (33,873) 4,153,006 (1,100,680) 4,153,006
Gain/loss on sale of investment property 50,017,812 454,176 50,017,812 454,176
Operating lease income - - - -
Gain/loss on sale of gold and silver 3,035,235 7,578,329 3,035,235 7,578,329
Other Operating Income 41,034,039 35,694,813 32,883,468 23,923,152
Total 108,039,118 63,511,920 97,704,288 51,740,258
4.35 Impairment Charge/(Reversal) for Loan and Other Losses
Group Bank

Particulars

Current Year

Previous Year

Current Year

Previous Year

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

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

Impairment charge/(reversal) on financial Investment
Impairment charge/(reversal) on placement with BFIs

Impairment charge/(reversal) on property and equipment
Impairment charge/(reversal) on goodwill and intangible assets
Impairment charge/(reversal) on investment properties

Total

158,149,825
82,319,515

240,469,340

68,211,812 140,662,926 58,892,716
(3,734,521) 82,983,005 -
64,477,292 223,645,931 58,892,716
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4.36 Personnel Expenses

Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Salary 446,918,722 304,272,784 400,394,478 297,616,160
Allowances 308,788,686 215,448,391 287,784,456 175,632,584
Gratuity Expense 46,245,518 32,765,694 44,808,692 32,145,275
Provident Fund 42,333,115 30,409,396 39,220,423 28,722,978
Uniform 5,990,350 5,487,505 5,250,350 5,197,505
Training & development expense 12,174,477 15,118,910 10,721,863 14,125,125
Leave encashment 35,570,582 18,965,201 32,190,054 17,850,653
Medical 4,756,815 3,466,613 4,756,815 3,466,613
Insurance 338,575 288,014 203,545 202,552
Employees incentive 136,101 4,441,325 136,101 4,441,325
Cash-settled share-based payments - - - -
Pension expense - - - -
Finance expense under NFRS 109,783,608 85,959,334 109,783,608 85,959,334
Other expenses related to staff 7,861,950 8,588,123 7,861,950 8,588,123
Subtotal 1,020,898,497 725,211,289 943,112,334 673,948,226
Employees Bonus 101,015,944 122,252,619 97,673,871 118,969,953
Grand total 1,121,914,441 847,463,909 1,040,786,204 792,918,179
4.37 Other Operating Expense
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Directors' fee 2,549,000 2,076,550 1,926,000 1,782,000
Directors' expense 432,202 1,878,624 425,478 327,025
Auditors' remuneration 1,666,750 1,356,000 1,073,500 1,073,500
Other audit related expense 852,775 689,935 616,657 482,357
Professional and legal expense 4,154,628 2,477,512 3,875,784 2,477,512
Office administration expense 237,518,461 267,038,049 215,552,674 247,079,227
Operating lease expense 167,121,178 139,025,446 155,278,844 129,758,449
Operating expense of investment properties - - - -
Corporate social responsibility expense 15,000 11,998 15,000 11,998
Onerous lease provisions - - - -
Other Expenses 174,805,203 172,256,113 175,897,734 173,115,231
Total 589,115,198 586,810,226 554,661,671 556,107,298
4.37.1 Office Administration Expense
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Water and Electricity 22,682,606 17,666,424 21,835,778 16,802,898
Repair and Maintenance
(a) Building - - - -
(b) Vehicle 3,563,968 3,061,219 3,381,057 2,743,644
(c) Computer and Accessories 44,717 300 - -
(d) Office Equipment and Furnitures 2,658,075 4,977,755 2,597,862 4,894,163
(e) Others 2,549,936 3,625,886 2,300,904 3,321,960
Insurance 9,732,129 7,667,098 8,984,631 5,971,433
Postage, telex,Telephone,Fax 9,617,904 8,353,065 8,815,119 7,504,406
Printing and Stationery 15,919,512 18,095,169 14,467,844 16,286,855
Newspaper,Books,Journals 480,044 495,950 451,144 470,190
Advertisement 27,653,305 74,224,881 27,542,677 74,080,826
Donation 10,000 - - -
Security Expenses 101,052,532 81,665,267 100,877,382 81,437,572
Deposit And Loan Guarantee Premium 10,480,184 8,399,794 10,480,184 8,399,794
Travel Allowance and Expense 8,376,525 13,262,498 5,555,687 10,619,763
Entertainment 596,273 592,007 365,521 402,885
Annual/Special General Meeting Expense 1,397,760 2,156,845 1,202,613 1,977,878
Other 20,702,993 22,793,892 6,694,273 12,164,960
Total 237,518,461 267,038,049 215,552,674 247,079,227
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Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Depreciation on property and equipment 103,308,965 41,223,052 97,429,977 36,410,670
Depreciation on investment property B - B -
Amortisation of intangible assets 13,555,127 30,563,505 12,406,944 30,108,608
Total 116,864,093 71,786,557 109,836,921 66,519,278
4.39 Non Operating Income
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Recovery of loan written off - 16,952,956 - 16,952,956
Other income B - B -
Total - 16,952,956 - 16,952,956
4.40 Non Operating Expenses
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Loan written off 29,263,129 108,906,579 29,263,129 108,906,579
Redundancy provision B - B -
Expense of restructuring B - B -
Other expense. 484,411 11,938,066 484,411 11,938,066
Total 29,747,540 120,844,644 29,747,540 120,844,644
4.41 Income Tax Expenses
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Current tax expense 378,846,129 359,649,500 368,934,197 350,520,547
Current year 378,846,129 359,649,500 368,934,197 350,520,547
Adjustments for prior years - - - -
Deferred tax expense (45,555,575) 12,721,331 (44,932,665) 12,796,606
3:‘22?122: and reversal of temporary (45,555,575) 12,721,331 (44,932,665) 12,796,606
Changes in tax rate - - -
Recognition of previously unrecognised tax ) ) )
losses
Total income tax expense 333,290,554 372,370,831 324,001,532 363,317,153
4.41.1 Reconciliation of Tax Expense and Accounting Profit
Group Bank
Particulars Current Year Previous Year Current Year Previous Year
Profit before tax 910,782,374 1,102,606,474 879,064,838 1,070,729,576
Tax amount at tax rate of 30% 273,234,712 330,781,942 263,719,451 321,218,873
Q:g;!;ﬁgﬁcrtt;’ii)xupr;rc‘zs that are not 82,816,089 67,563,062 82,816,089 67,563,062
Less: Tax effect on exempt income 8,064,413 10,935,649 8,064,413 10,935,649
Add/less: Tax effect on other items 14,730,915 (50,042,469) 14,334,244 (49,197,037)
Total income tax expense 378,846,129 359,649,500 368,934,197 350,520,547
Effective tax rate 41.6% 32.58% 41.97% 32.74%
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Statement of Distributable Profit or Loss
For the year ended 31 Ashadh 2077

(As per NRB Regulation)

Bank
Particulars Current Year Previous Year

Net profit or (loss) as per statement of profit or loss. 555,063,306 707,412,423
Appropriations:
a. General reserve (111,012,662) (141,482,485)
b. Foreign exchange fluctuation fund (1,206,011) (2,212,238)
c. Capital redemption reserve - -
d. Corporate social responsibility fund (5,550,634) (7,074,124)
e. Employees' training fund - (2,627,272)
f. Other - -

- Investment Adjustment Reserve _ 69,615,000
Profit or (loss) before regulatory adjustment 437,293,999 623,631,304
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) 112,134,912 (15,307,880)
b. Short loan loss provision in accounts (-)/reversal (+) - -
¢. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) 155,466,928 (50,820,942)
e. Deferred tax assets recognised (-)/ reversal (+) - -
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/reversal (+) - -
h. Actuarial loss recognised (-)/reversal (+) (3,383,623) (19,104,054)
i. Fair Value Reserve recognised (-)/reversal (+) 10,747.402 (10,747,402)
Distributable profit or (loss) 712,259,618 527,651,026
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9. DISCLOSURES AND
ADDITIONAL INFORMATION

Risk is inevitable in the Bank's activities and risk taking is an inherent element of Banking. Profits are the reward for
successful risk taking, however, it shall be noted that excessive and poorly managed risk can lead to losses and thus
endanger the safety of a shareholders and depositors of Banks. The Bank may be exposed to various kinds of risks.
Operation risk, credit risk, market and liquidity risk, and information security risks are the major risks that a Bank
may face.

Civil strongly believes in creation of value through strong and robust risk management culture and the Board of
Directors (the Board) has supreme role for that purpose. The Board of the Bank sets overall risk management
strategy in line with business strategy and sets various risk limits and appetite levels as applicable for sound risk
management of the Bank. Risk Management Committee (RMC) is a board level committee that comprises of two
non-executive directors, chief business officer and Head- IRMD, which continuously oversees and monitors risk
management practices and issues of the Bank.

For effective management of all type of risks, a robust and independent risk management function namely
Integrated Risk Management Department (IRMD) is in place which is led by Head-IRMD. IRMD is involved in the
management of risk through identification, measurement, monitoring and controlling of risks to which banks are
exposed. IRMD is independent of the management of the Bank and reports directly to RMC through Head- IRMD
(with dotted line reporting to the CEO). The department acts as second line of defense in risk management
framework and is purely independent of business and operations function of the Bank. IRMD oversees the macro,
micro, departmental, branches level risks in Bank on various intervals like; on-going, monthly, quarterly, annual basis
and are put to the oversight of the senior management, Risk Management Committee as well as Board.

Bank has Operation Risk Management Committee (ORMC), Credit Risk Management Committee (CRMC) & Assets
Liability Committee (ALCO) for the management of various risks. Minutes and decisions of these committees are
reviewed directly by RMC at least on quarterly basis.
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Overall risk management framework of the Bank for the management of different risks is shown below:

Board of Directors

Audit Risk Anti- Money
Comittee Management Laundering
Comittee Comittee

Head-Integrated Risk
Management Department
(IRMD)

ececee

.
eecccccccccccccccccccc e

Assets & Liability Risk
Management Comittee
(ALCO)

Integrated Risk Compliance Credit Risk Management
Management Department and Comittee (CRMC)
Department AML/CFT Unit

Business Functions

. . . Market & Information
Credit Risk Operational Risk Liquidity Risk

Security Risk
Management Management Operations & Support
Section Section Functions

Management Management
Section Section

A. Management of Credit Risk:

Credit Risk is most simply defined as the potential that a Bank's borrower or counterparty (obligor) will fail to meet
its obligations in accordance with agreed terms. For most banks, loans are the largest and most obvious source of
credit risk; however, credit risk could stem from activities both on and off balance sheet. Credit risk management is
an integrated effort of business function, credit support function and control function of the Bank. Credit related
policies of the Bank including Credit Risk Management Framework, Credit Policy Guidelines, Product Papers and
other guidelines, manuals act as guiding document for credit risk management.

Credit Risk Management Section of the IRMD is assigned with the responsibility of overall credit risk management.
Credit risk management framework of the Bank aims at managing credit risk inherent in the entire portfolio
maintained by the Bank as well as risks in individual credits or transactions with due consideration of the relationship
between credit risk and other risks.

The Bank approaches Credit Risk Management at following three levels:

» Strategic / Policy Level: It encompasses risk management functions performed by Board of Directors,
Board level committees and senior management.
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4 Policy / Procedural Level: Credit policies and procedures which provide a minimum standards and
prudent framework for credit activities to foster a common approach to credit risk management.
» Management / Functional Level: Implementation of policies/procedures and credit risk management

strategy. The Bank has a management level Credit Risk Management Committee (CRMC) which oversees and
discusses credit risk management related issues at a regular interval.

Bank's robust credit risk management system consists of:

. Oversight of BOD and Board Level Committee, Senior Management;
. Internal Credit Risk Grading System;

. Credit Risk Assessment And Measurement;

. Credit Risk Monitoring And Review.

Credit Risk Management Section regularly conducts review of portfolio and monitors slippage and deterioration of
portfolio, portfolio at risk, yield analysis, etc. The section performs the following activities for the management of
credit risk:

Post facto review of credit files either on quarterly or on-going basis
Portfolio review reporting

Credit Risk review reporting

Irregularity reporting

Risk tolerance and trigger level monitoring

Early overdue assessment

Credit concentration monitoring

Industry scanning and profiling

Credit stress test/ Threshold test

Share loan monitoring, etc.

Vv v vV vV vV v vV v YV

Credit Risk Reporting structure of the Bank is as presented below:

Board of Directors (BOD)

Risk Management
Credit Risk Committee (RMC)
Management Chief Executive Officer (CEO)
Committee (CRMC)

Head- Integrated Risk
Management
Department (H- IRMD)

Credit Risk Management Section of
IRMD
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B. Management of Market & Liquidity Risk:

Market risk is the risk of losses in on- balance sheet and off-balance sheet positions arising from adverse movements
in market rates or prices. It includes Interest Rate Risk, Equity Price Risk, Foreign Exchange Risk, and Commodity
Price Risk. Liquidity risk arises when the cushion provided by the liquid assets are not sufficient enough to meet
obligations on a timely manner.

Market and Liquidity Risk Management Section of IRMD oversees the issues relating to market and liquidity risks.
The section also functions as the Treasury Middle Office. Treasury Middle Office which is monitoring/control function
reports independently to H-IRMD. Assets and Liabilities Management Committee (ALCO) is the management level
committee which regularly oversees and monitors market and liquidity risk related issues. Market and Liquidity Risk
Management Framework and Contingency Funding Plan are in effect for the management of market and liquidity
risk of the Bank.

There is regular analysis of maturity/repricing schedule and gap analysis, net interest income impact analysis and
stress tests. Net open position is monitored daily and appropriate decision is taken for Foreign Exchange Risk
Management. Similarly, equity price monitoring is done and its impact to the financial position of the Bank is
assessed regularly. Derivative exposures including forwards, futures, etc. shall be monitored on a regular basis and
reported to senior management, ALCO and RMC as appropriate. Market and Liquidity Risk Management Section
performs the following activities for the management of market and liquidity risk on on-going, monthly or quarterly
basis as per the requirement:

Review Market and Liquidity risk limits

Periodic review of market and liquidity risk appetite and tolerance level
Interest Rate Maturity/Re-pricing Schedule

Review of Net Open Position

Monitoring of Notional Gain/Loss in Equity Portfolio

Liquidity Gap Analysis

Market & Liquidity Risk Reporting

Concentration Monitoring

Internal Capital Adequacy Assessment Report

Monitoring of Treasury Transactions like NDF, Forward Contracts, etc.
Market study and analysis

Review of Market and Liquidity Stress Test

Review of Policies/Guidelines relating to Market Risk

VvV vV vV vV VvV VvV vV vV vV vV VY YyYw

The reporting framework of market and liquidity risk management of the Bank is as mentioned below:

Board of Directors (BOD)

Risk Management
Committee (RMC)

Assets Liability

Mar!agement Chief Executive Officer (CEO)
Committee (ALCO)

Head-Integrated Risk Management
Department (H-IRMD)

Market & Liquidity Risk \
Management Section,
Treasury Middle Office
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Classification of Assets and Liabilities based on Maturity (As per NRB Report) as on Ashadh end 2077

S.N. Particulars 1-90 91-180 181-270  271-365 Over Total
Days Days Days Days 1 Year Amount
Assets
1 Cash Balance 1,778.12 - - - - 1,778.12
2 Balance with Banks & FIs 3,708.70 - - - - 3,708.70
3 Investment in Foreign Banks 2,838.95 - 120.55 - - 2,959.50
4 Call Money - - - - - -
5 Government Securities 293.89 600 293.01 - 6,840.63 8,027.52
6 Nepal Rastra Bank Bonds - - - - - -
7 Inter Bank & FI Lending - - - - - -
8 Loans & Advances 16,010.38  7,239.55 341209 3,82544  21,605.73 52,093.17
9 Interest Receivable 883.53 - 0.08 - - 883.61
10 Reverse Repo - - - - - -
11  Receivables from other Institutions under Commitment - - - - - -
12 Payment to be made for facilities under s.no 20,21 & 22 - - - - - -
13 Others 1,516.60 147.56 467.89 4297 1,983.20 4,158.22
Total Assets (A) 27,030.18 7,987.10 4,293.61 3,868.40 3042955 73,608.84
Liabilities
14 Current Deposits 2,949.80 589.96 589.96 589.96 1,179.92 5,899.61
15  Saving Deposits 6,441.55  1,348.80 - - 12,488.01 20,278.37
16  Fixed Deposits 10,624.75  9,544.51 4,694.62  4,303.77 5,705.40 34,873.04
17  Debentures - - - - - -
18  Borrowings: 500 724.02 4.54 - - 1,228.57
(a) Call/Short Notice - - - - - -
(b) Inter-bank/Financial Institutions 500 - - - - 500
(c) Refinance - 724.02 4.54 - - 728.57
(d) Others - - - - - -
19  Other Liabilities and Provisions 721.33 247.33 - 65.84 252.14 1,286.63
(@) Sundry Creditors - 65.84 - 65.84 - 131.68
(b) Bills Payable 11.69 - - - - 11.69
(c) Interest Payable 16.25 - - - - 16.25
(d) Provisions - 63.77 - - 242.26 306.03
(e) Others 693.38 117.72 - - 9.88 820.98
20  Payable to other institutions under Commitment 235.73 55.99 27.97 - - 319.68
21 Unutilized Approved Facilities 455.86 44243 476.24 33281 6.21 1,713.56
22 Letter of Credit/Guarantee (Net of Margin) 2,380.93 1,079.20 340.82 720.67 2,096.84 6,618.47
23 Repo - - - - - -
24 Payment to be made for facilities under S.No 11 - - - - - -
25  Others - - - - 1013811 10,138.11
Total Liabilities (B) 24,309.94 1403224 6,134.15 6,013.06 31,866.63 82,356.03
Net Financial Assets (A-B) 272023 (6,045.14) (1,840.54) (2,14466) (1,437.08) (8,747.19)
Cumulative Net Financial Assets 272023 (332491 (516545) (731011) (8,747.19) -
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C. Operational Risk Management:

Operational Risk means the risk of loss resulting from inadequate or failed internal processes, people and systems
or from external events, and includes legal risk. Basel Committee on Banking Supervision defines operational risk
as "the risk of loss resulting from inadequate or failed internal processes, people, and systems, or from external
events." Operational Risk is pervasive across all functions of the Bank and is influenced by all resources, including
human resources, systems and procedural designs deployed by a bank to carry out those functions. Operational risk
of a bank may arise from different expected and unexpected events. The risk events include internal fraud; external
fraud; employment practice and workplace safety; damage to physical assets; business disruption and system failure;
execution, delivery and process management.

Operational Risk Management Section of IRMD oversees the management of risks arising from operational issues.
The section reports to H-IRMD and works independent of operational functions of the Bank. As operational risks may
sometimes cause huge and unprecedented negative impact on the performance, the Bank has given high level of
priority in its management and monitoring. Civil has formulated and implemented an Operational Risk Management
Policy, Business Continuity Plan, KYC policy, AML Policy, Compliance Policy to provide guidelines and direction for
operational risk management. All the operating functions of the Bank are guided by standard procedures or manuals
and such procedures are reviewed by operational risk management section as per necessity. Moreover, Bank has
approved Business Continuity Planning (BCP) and Disaster Recovery Planning which are the guiding documents in
case of business disruptions or system failure. Regular drills and trainings are conducted for proper implementation
of these policies. Further, the Bank has rolled out "BCP for Contagious Infections, Lockdown or Similar Restrictions" to
continue business during pandemic situations. There is on-going, monthly and quarterly monitoring and reporting
of operational risk as per the prescribed terms of reference. Such risks are presented in the Operational Risk Report.

Human Resources Management is overseen by Human Resources Department and guided by Policies and Procedures
approved by the Board and other appropriate authorities. Legal department is responsible for overseeing legal risk.
The risks associated with these functions are regularly monitored by Operational Risk Management Section.

The Bank’s Operational Risk Management model consists of well-defined organizational responsibilities for risk
management, typically referred as three lines of defense: first line of defense, second line of defense and third line
of defense. For Operational Risk Management, Bank follows the following steps that, when undertaken in sequence,
enable continual improvement in decision-making:-

Identification Monitoring Risk Control
and and and
Assessment Reporting Mitigation

9 9
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Following is the structure for Management of Operational Risks:

Risk Management
Committee

Board of Directors Audit Committee

Operation Risk
Management
Committee

HR Management
IRMD (Headed by Committee

Head- IRMD)

Operation Risk
Management System

Business Units/ Support Units/

Departments Departments Branches

Operational Risk Management Section performs following activities for the management of operational risk of the
Bank:

4 Reviews Daily Exception Report submitted by branches and/or departments and generated by CBS and
notifies the concerned units for corrective action
4 Reviews Monthly Operational Risk Register on the basis of Self-Assessment by Concerned units and reports

the observations to executive level OMRC and board level RMC and disseminates instructions thereof
Provides Quarterly Branch Risk Assessment/Grading report

Reviews audit and compliance reports from risk perspective on need basis

Conducts Onsite Risk Review of branches and departments

Reviews reports of Branches updated in BIMS portal in e-Sarathi

Performs follow-up on the status of the error/findings (solved/not-solved/under-process)

Conducts Operational Risk Awareness Activities and escalates Risk Events

Prepares and reviews Operational Risk related policies and guidelines

v v vV v vew

Proposed Improvements to Existing System

Over the long run, the Bank intends to make following improvements in existing practices for strengthening
operational risk management:

4 Development of operational risk reporting system in the intranet portal (i.e. e-Sarathi) under Guidelines for
Operational Risk Reporting, 2020 which provides a basis for quantification of operational risk losses (User
Acceptance Testing under process)

4 Integration of risk management practices to day-to-day operations by enhancing reliance on technology for
improving control mechanism.
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» Familiarizing first line of defense with the terminologies of risk related policies/guidelines to improve
accuracy in reporting
4 Aggregation of operational risk data and modeling of losses based on frequency and severity to statistically

determine the level of expected losses, unexpected losses and establish economic capital for operational risk
D. Management of Information Security Risk:

For Banks, as purveyor of money in physical form or in bits and bytes, reliable information is vital for its smooth
operations as well as success and so is the risk area related to its security. Information Technology Department and
Digital Banking Department oversee the operations and management of core banking system and other peripheral
system of the Bank. Information Security Section of IRMD monitors and reviews the risks related to information
technology. IT Policy has been formulated for the management of IT risks. Bank has appointed Information Security
Officer (ISO) who reports to H- IRMD and performs the following activities:

4 Monitor network traffic, privileged access logins, user-access logins, antivirus, and threat activities in IT
Systems.

4 Review privileged access roles to critical IT systems, user access roles, backup and restore, changes made to
any Information Systems, DR planning and drill.

4 Review of Data Center, Disaster Recovery Sites and other critical IT assets locations in terms of cyber security
risks.

4 IT Security Risk Reporting

4 Coordinate to conduct Vulnerability Assessment, Penetration Testing and Information System Audit.

4 IT Security Awareness program

» Security Review of IT system before its implementation

4 Advise/inform the management about new threats and the external environment

» Review & Enhancement of IT Policy- As per NRB IT Guidelines, Industry Standard & IS Audit

E. Management of Other Risks:

Bank is exposed to emerging risks like Reputational Risk; Strategic Risk; AML/CFT related risks and has also
developed most of the related frameworks for managing such risks.

E1. Reputational Risk

Reputational risk is monitored by Operational Risk Management Section on a regular manner.

E2. Strategic Risk

Bank has formulated and implemented strategies for each department and units for the management of strategic
risk. There is the practice of regular and on-going monitoring as well as reviewing of the proper implementation of
the strategies.

E3. AML/CFT Risk

AML/CFT risk is overseen by AML/CFT unit operating under Compliance Function of the Bank. The Compliance
Function is guided by well-established AML and KYC related policies and procedures.

E4. Environment and Social Risk

Environment and social risks are the potential negative consequences to the environment/ or communities that
results from business or projects financed by the Bank. As the Bank has always valued and pursued prudent risk
management practices, Environmental and Social Risk Management Policy has been formulated and implemented
to integrate Environmental & Social risk management into overall risk management framework of the Bank. The
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Policy prescribes identification of Environmental & Social risks prior to financing decisions and lays down
requirements and standards regarding Environmental & Social due diligence of borrowers which are financed by
the Bank.

F. Major Emerging Risk Area:

The Bank is working continuously towards identifying, monitoring and measuring other emerging and developing
risk areas and aims to internalize and integrate management of identified risks in overall organizational culture of
the Bank. The Bank has identified following emerging risk areas, among others as a proactive approach in overall
risk management.

i. Talent Risk

Banking industry is facing struggle in attracting, training and retaining talented personnel. The industry is
also facing competition from other sectors. Additionally, average stay period of an employee at a particular
bank is showing a decreasing trend. In such a situation, the Bank realizes that it has two choices - to develop
strategies aimed at increasing retention at the organization or to develop strategies for changing its course
of action towards achieving its long term objectives realizing the fact that high employee turnover is
inevitable and its long term strategies need to be segregated into smaller parts that can be achieved within
a short duration.

iii. Cyber-security Threat

As banking activities are moving continuously towards digitization, cyber threat is ever increasing. Data
breaches at financial institutions are typically carried out by intruders for accomplishing variety of
malicious objectives. Since technology is changing globally, banks are exposed to newer type of risks, which
have to be addressed adequately. The rise in the threat level clearly requires a concerted response. The Bank
is committed to continue reinforcing and safeguarding the security of the Information Systems.

iiii. Aggressive Business Expansion

The country is witnessing aggressive expansion in banking business in the recent periods. The Bank
recognizes that such business expansion and a high level of competition can lead to accumulation of
systemic risks which might, in future, bring stressed business environment. The Bank has incorporated such
uncertain scenario and build-up of systemic risks in its business strategy as well as risk strategy.

iv. Agility Risk
Banks may not be agile enough to adapt to rapid changes in internal as well as external environment. As the
culture, system and practices of bank are deep-rooted since many years, it may be difficult to manage
change in the bank in response to changing environment.

V. Risks from Social Media
Social media is an information source for many individuals. Any negative publicity of the Bank in social
media may reach to numerous users in different platforms. Hence, the Bank needs to be aware about its
image being depicted in the digital platform as the implications of negative digital publicity are manifold.

5.1.1 Fair value of financial assets and liabilities

‘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. The fair value measurement is based on the
presumption that the transaction to sell the asset or transfer the liability takes place either:
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* In the principal market for the asset or liability or
* In the absence of principal market, in the most advantageous market for asset or liability.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value

measurement as a whole:

Fair values are determined according to the following hierarchy:

Level 1 input

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity
can access at the measurement date. Fair value through Profit or loss and Fair value through OCl investments
have been recorded using Level 1 inputs.

Level 2 inputs

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3 inputs

Level 3 inputs are unobservable inputs for the asset or liability.

Fair Value Hierarchy of Financial Assets and Financial Liabilities

Quoted Observable Unobservable
Carrying market Inputs inputs
Particulars amount Fair Value prices (Level 2) (Level 3)

(Level 1)
Financial Assets
Cash and cash equivalent 4725485858 4,725,485,858 - - 4,725,485,858
Due from Nepal Rastra Bank 3,949,888,344  3,949,888,344 - - 3,949,888,344
Placement with Bank and Financial 803364430 803,364,430 - - 803,364,430
Institutions
Loans and advances to customers 52,204,257,192 52,204,257,192 - - 52,204,257,192
Loan and advances to BFIs 1,770,050,840 1,770,050,840 - - 1,770,050,840
Investment securities 8,198/425,113  8,199,003,042 91,869,746 8,107,133,296
Other Financial Asset 712,421,089 712,421,089 - - 712,421,089
Derivative financial instruments 3,361,079484 3,361,079,484 - - 3,361,079,484
Investment in subsidiaries 260,063,200 260,063,200 - - 260,063,200
Financial Liabilities - -
Due to Bank and Financial 3130182705 3,130,182,705 - - 3,130,182,705
Institutions
Due to Nepal Rastra Bank 728,565,709 728,565,709 - - 728,565,709
Deposits from customers 57512407,224 57,512,407,224 - - 57,512,407,224
Other Financial Liabilities 1,730,995,163  1,730,995,163 - - 1,730,995,163
Derivative financial instruments 3,376,676,328 3,376,676,328 - - 3,376,676,328
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5.1 Capital management
a) Qualitative Disclosures
i. Objectives
The Bank actively manages its capital to meet regulatory norms and current and future business needs
considering the risks in its businesses, expectation of rating agencies, shareholders and investors, and the
available options of raising capital.
iii. Organizational Set-up
The capital management framework of the Bank is administered by the Finance Department and the Risk
Management Department under the supervision of the Board and the Risk Committee.
iiii. Regulatory Capital
Nepal Rastra Bank has issued Basel III transaction arrangement for capital ratios with effect from Mid-July,
2016 (Shrawan 2073). Capital ratios and deduction from common equity will be fully phased-in and
implemented as on mid July 2019. The phase in arrangement for banks is indicated in the following table:
Basel III in Nepal
Transition Period
Mid July 2018 Mid July 2019
Minimum Common Equity Capital Ratio 4.50% 4.50%
Capital Conservation Buffer 2.00% 2.00%
M|n|mum'common equity plus capital 6.50% 7 00%
conservation buffer
M|n|mum'T|er 1 Capital (Excluding 6.00% 6.00%
conservation buffer)
Minimum Total Capital Excluding conservation 9.00% 8.50%
buffer)
Minimum Total Capital (including conservation 11.00% 11.00%
buffer)
Counter Cyclical Buffers 0-2.5% 0-2.5%
Leverage Ratio Offsite Monitoring 4.00% Migration to Pillar 1
Liquidity coverage ratio LCR 100% LCR 100%
Net stable funding ratio Implemented
SIFI Measures NRB will issue Guidelines
iv. Internal Assessment of Capital

The Bank’s capital management framework includes a comprehensive internal capital adequacy assessment
process (ICAAP) conducted annually which determines the adequate level of capitalization for the Bank to
meet regulatory norms and current and future business needs, including under stress scenarios. The ICAAP
is formulated at bank level and the consolidated group level. The ICAAP encompasses capital planning for
a year time horizon, identification and measurement of material risks and the relationship between
risk and capital. The element of ICAAP does internal assessment of capital as follows:
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» Board and senior management oversight

The Board of Directors (Board) is responsible for setting the risk appetite of the bank, and ensuring that the
bank’s business remains within the desired limits. Management should understand the nature and level of
various risks that the bank is confronting in the course of different business activities and how this risk
relates to capital levels.

Bank management is responsible for understanding the nature and level of risk being taken by the bank and
how this risk relates to adequate capital levels. It is also responsible for ensuring that the form and
sophistication of the risk management processes is commensurate with the complexity of its operations.
A sound risk management process, thus, is the foundation for an effective assessment of the adequacy of a
bank’s capital position. The decisions made by the management are regularly reviewed by the BOD.

4 Sound capital assessment

Crucial component of an effective ICAAP is the assessment of capital. In order to be able to make a sound
capital assessment, the bank has the following:

. Policies and procedures designed to ensure that the bank identifies, measures, and reports all
material risks

. A process that relates capital to the level of risk;

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

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

» Comprehensive assessment of risks

IRMD Head, along with his team, is responsible for overall risk management of the Bank which includes
managing, assessing, identifying, monitoring and reducing pertinent global, macro and micro-economic
level business risks that could interfere with Banks objective and goals and whether the Bank is in
substantial compliance with its internal operating policies and other applicable regulations and procedures,
external, legal, regulatory or contractual requirements on a continuous basis. Further, IRMD Head ensures
integration of all major risk in capital assessment process.

4 Risk Management Committee (RMC)

Board level risk management committee has been set up under NRB Directive for ensuring/reviewing bank's
risk appetite is in line with the policies.

4 Monitoring

Monitoring and reporting of all risks, including credit, operational and market risks are identified, escalated,
monitored and mitigated to the satisfaction of the risk type owner. The risk type owner is responsible for
ensuring that all the risks are adequately identified, escalated, monitored and mitigated. The Bank has an
adequate system in place for monitoring and reporting risk exposures and assessing how the changing risk
profile affects the need for capital. The senior management and board of directors on a regular basis receive
the report regarding the risk profile of the bank and its capital needs. All the material risks are identified,
measured, monitored and reported by the respective risk type owner.

4 Internal Control Review

The internal control structure of the Bank is essential for sound capital assessment process. Effective




s ¥ fofics

9 5
200&/bb

control of the capital assessment process includes an independent review and involvement of both
internal as well as external audits wherever appropriate. The Bank is committed to conduct the regular re
view of its risk management process to ensure its integrity, accuracy, and reasonableness. The effectiveness
of the Bank’s internal control system is reviewed regularly by the Board, its committees, Management and
Internal Audit.

The Internal Audit monitors compliance with policies and standards and the effectiveness of internal control
structures across the Bank through its program of business/unit audits. The Internal Audit function is
focused on the areas of greatest risk as determined by a risk-based assessment methodology. Internal Audit
reports regularly to the Audit Committee. The findings of all adverse audits are reported to the Chief
Executive Officer and Business Heads for immediate corrective actions.

4 Assets and Liability Committee (ALCO)
The ALCO, chaired by Chief Executive Officer, ensures functioning of the banking business in line with the set
procedures and processes and recommends for necessary steps to address the risk associated with liquidity,
movement in interest rate, exchange rate and equity price and other risks.

» Stress and Scenario Testing
Description of method
Stress Test is done as per Stress Testing Guidelines issued by the Nepal Rastra Bank as well as internally
assessed stress levels on a quarterly basis. Credit Risk Stress, Market Risk Stress, and Liquidity Risk Stress are

assessed for different scenario are assessed calibrating the results of the test to the capital adequacy ratio
(CAR), non-performing loans (NPL) and other factor related to each risk driver of the bank.

Stress and Scenario Analysis:

Stress test has been conducted for the categories - Credit Shock, Interest Rate Shock, Exchange Rate Shock, Equity
Price Shock and Liquidity Shock.

Stress test aims to assess bank’s capital adequacy ratio (CAR), level of nonperforming loan (NPL) and liquidity ratio
under different scenarios and bank’s maximum level of tolerance capacity under each category.

a. Credit shock is assessed mainly under following scenarios:
i. Downgrading overall loan exposures

ii. Default in real estate exposures

iii. Default by bank's top exposures

b. Market shock is assessed mainly under following scenarios:
i. Changes in Interest Rate of Deposit & Loan

ii. Exchange Rate Depreciation & Appreciation

iii. Fall in Equity Prices

c. Liquidity Shock is assessed mainly under following scenarios:

» Withdraw of Deposit by Top Depositors
4 Withdraw of Deposit by Certain percentage of Total exposure
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b) Quantitative Disclosures
1. Summary of Bank’s internal approach to assess Capital Adequacy to support current and future
activities:

The Bank has planned the business volume so as to maintain the Capital Adequacy Ratio (CAR) well above
minimum required.

The Bank regularly assesses the Capital Adequacy Ratio as per the Internal Capital Adequacy Assessment

Process (ICAAP) approved by the BOD. The Risk Management Committee, formed as per directives of Nepal
Rastra Bank, also assesses the maximum risk appetite of the Bank to maintain adequate CAR.

2, Summary of the terms, conditions and main features of all capital instruments, especially in the case
of Subordinated Term Debts including hybrid capital instruments

There are no subordinated term debts and hybrid capital instruments as of Ashadh end 2077.
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CAPITAL ADEQUACY TABLE (Summary)
As on 31st Ashad 2077 (15th July 2020)
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Less: Investment in equity of institutions in excess of limits

Less: Investments arising out of underwriting commitments

Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit and unutilized
Less: Cash Flow Hedge
Less: Defined Benefit Pension Assets
Less: Unrecognized Defined Benefit Pension Liabilities

. CURRENT YEAR PREVIOUS YEAR
1.1 Particulars NPR NPR
a Common Equity Tier 1 Capital 9,450,072,577 9,210,047,659
b Tier 1 Capital 9,450,072,577 9,210,047,659
C Tier 2 Capital 526,227,235 528,205,292
d Total Capital 9,976,299,812 9,738,252,951
e Risk Weighted Exposures 65,986,060,142 56,510,893,665
Regulatory Ratios
a Leverage Ratio (Regulatory Requirement >= 4%) 10.09% 11.08%
b Common Equity Tier 1 to Risk Weighted Exposure Ratios 14.32% 16.30%
c Tier 1 to Risk Weighted Exposure Ratios 14.32% 16.30%
d Total Capital to Risk Weighted Exposure Ratio 15.12% 17.23%
CAPITAL ADEQUACY TABLE
As on 31st Ashadh 2076 (16th July 2019)
11 RISK WEIGHTED EXPOSURE CURRENT YEAR PREVIOUS YEAR
NPR NPR
a Risk Weighted Exposure for Credit Risk 60,520,731,317 51,823,596,407
b Risk Weighted Exposure for Operational Risk 2,704,201,935 2,335,586,670
C Risk Weighted Exposure for Market Risk 80,965,930 80,307,980
Adjustments under Pillar I
ALM policies & practices are not satisfactory, add 1% of net interest income to RWE 20,701,100 13,212,945
Add ....% of the total deposit due to insufficient Liquid Assets - -
Add RWE equivalent to reciprocal of capital charge of 5 % of gross income. 127,223,894 88,610,021
Overall risk management policies and procedures are not satisfactory. Add 4% of RWE 2,532,235,967 2,169,579,642
If desired level of disclosure requirement has not been achieved, Add ....% of RWE - -
Total Risk Weighted Exposures (After Bank's adjustments of Pillar II) 65,986,060,142 56,510,893,665
CURRENT YEAR PREVIOUS YEAR
NPR NPR
Tier 1 Capital (Core Capital) (CET 1 + AT1) 9,450,072,577 9,210,047,659
Common Equity Tier 1 (CET 1) 9,450,072,577 9,210,047,659
a Paid up Equity Share Capital 8,003,389,674 8,003,389,674
b Equity Share Premium - -
c Proposed Bonus Equity Shares - -
d Statutory General Reserves 982,146,497 871,133,835
e Retained Earnings 722,998,889 540,232,455
f Un-audited current year cumulative profit - -
g Capital Redemption Reserve - -
h Capital Adjustment Reserve 35,536,834 35,536,834
i Dividend Equalization Reserves - -
j Bargain Purchase Gain - -
k Other Free Reserve - -
| Less: Goodwill - -
m Less: Intangible Assets (33,936,117) (38,380,140)
n Less: Deferred Tax Assets - -
o Less: Fictitious Assets - -
o] Less: Investment in equity in licensed Financial Institutions - -
q Less: Investment in equity of institutions with financial interests (260,063,200) (201,865,000)
r -
s
t
u
v
w
X
y

Less: Negative Balance of Reserve Accounts
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Less: Other Deductions

Adjustments under Pillar II

Less: Shortfall in Provision (6.4 a 1)

Less: Loans & Facilities extended to Related Parties & Restricted lending (6.4 a 2)
Additional Tier 1 (AT1)

Perpetual Non Cumulative Preference Share Capital

Perpetual Debt Instruments

Stock Premium

Supplementary Capital (Tier 2)

526,227,235

528,205,292

—oKQ "o o0 ocw

Cumulative and/or Redeemable Preference Share
Subordinated Term Debt
Hybrid Capital Instruments
Stock Premium
General loan loss provision
Exchange Equalization Reserve
Investment Adjustment Reserve
Assets Revaluation Reserve
Other Reserves
TOTAL CAPITAL FUND (Tier 1 & Tier 2)

506,646,011
19,581,224

9,976,299,812

509,830,079
18,375,213

9,738,252,951

=
w

CAPITAL ADEQUACY RATIOS

CURRENT YEAR

PREVIOUS YEAR

Tier 1 Capital to Total Risk Weighted Exposures (After Bank's adjustments of Pillar II)
Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures(After Bank's
adjustments of Pillar II)

14.32%
15.12%

16.30%
17.23%
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RISK WEIGHTED EXPOSURE FOR CREDIT RISK
As on 31st Ashad 2077 (15th July 2020)

Current Year Previous Year
SPECIFIC
A BALANCE SHEET EXPOSURE GROSSBOOK "oy EUGBLE  NETVAWE g "SOOSURE Netlae  Weighied
ADJUSTMENTS (D *E) Exposures
®)

Cash Balance 1,778,124,081 - - 1,778,124,081 0% - 2,022,360,878 -
Balance With Nepal Rastra Bank 2,895,016,147 - - 2,895016,147 0% - 2,727,186,346 -
Gold - - - - 0% - - -
Investment in Nepalese Government Securities 7,541,935,000 - - 7,541,935,000 0% - 6,505,110,000 -
All Claims on Government of Nepal 116,336,414 - - 116,336,414 0% - 33,168,981 -
Investment in Nepal Rastra Bank securities 485,584,830 - - 485,584,830 0% - 138,075,300 -
All claims on Nepal Rastra Bank 1,054,872,197 - - 1,054,872,197 0% - 797,894,939 -
Claims on Foreign Government and Central Bank (ECA 0-1) - - - - 0% - - -
Claims on Foreign Government and Central Bank (ECA -2) - - - - 20% - - -
Claims on Foreign Government and Central Bank (ECA -3) - - - - 50% - - -
Claims on Foreign Government and Central Bank (ECA-4-6) - - - - 100% - - -
Claims on Foreign Government and Central Bank (ECA -7) - - - - 150% - - -
Claims On BIS, IMF, ECB, EC and on

Multilateral Development Banks (MDB's) recognized - - - - 0% - - -
by the framework

Claims on Other Multilateral Development Banks - - - - 100% - - -
Claims on Domestic Public Sector Entities - - - - 100% - - -
Claims on Public Sector Entity (ECA 0-1) - - - - 20% - - -
Claims on Public Sector Entity (ECA 2) - - - - 50% - - -
Claims on Public Sector Entity (ECA 3-6) 615,130,000 6,151,300 - 608,978,700 100% 608,978,700 494,414,070 494,414,070
Claims on Public Sector Entity (ECA 7) - - - - 150% - - -
Claims on domestic banks that meet capital 3106712247 17,809,185 - 3088903061  20% 617,780,612 2392499413 478,499,883
adequacy requirements

Claims on domgstic banks that do not meet capital 2,788,450 2,788,450 ~ ~ 100% B B B
adequacy requirements

Claims on foreign bank (ECA Rating 0-1) 788,859,734 = B 788,859,734 20% 157,771,947 914,989,553 182,997,911
Claims on foreign bank (ECA Rating 2) 554,573,997 - - 554,573,997 50% 277,286,999 489,881,625 244,940,813
Claims on foreign bank (ECA Rating 3-6) 368,844,831 - - 368,844,831 100% 368,844,831 - -
Claims on foreign bank (ECA Rating 7) - - - - 150% - - -
Claims on foreign bank incorporated in SAARC

region operating with a buffer of 1% above their 707,976,467 - - 707,976,467 20% 141,595,293 590,217,511 118,043,502
respective regulatory capital requirement

Claims on Domestic Corporates 30,033,138585 425,693,705 - 29,607,444,880 100%  29,607,444,880 25161938437 25161938437
Claims on Foreign Corporates (ECA 0-1) - - - - 20% - - -
Claims on Foreign Corporates (ECA-2) - - - - 50% - - -
Claims on Foreign Corporates (ECA 3-6) - - - - 100% - - -
Claims on Foreign Corporates (ECA 7) - - - - 150% - - -
Regulatory Retail Portfolio (Not Overdue) 9,659,057,761 145,457,164 - 9,513,600,597 75%  7,135200,448 7,908,192,257  5931,144,192
Claims fulfilling all criterion of regulatory retail o

except granularity ) ) ) - 100% B B )
Claims secured by residential properties 2,178,506,898 29,653,596 - 2,148,853,302 60% 1,289,311,981 2,176,518,752 1305911251
Claims not fully secured by residential properties - - - - 150% - - -
Claims secured by residential properties (Overdue) 196,161,320 57,847,807 - 138,313,513 100% 138,313,513 82,851,244 82,851,244
Claims secured by Commercial real estate 1,155,996,139 23,524,534 - 1,132/471,605 100%  1,132,471,605 591,407,095 591,407,095
Past due claims (except for claim secured by 2,050,646,552 951,423,672 . 1,099,222880  150% 1648834320 1129453175 1694179763
residential properties)

High Risk claims (Venture capital, private equity
investments, personal loans and credit card 3,689,318,705 58,067,019 421233561  3,210,018,125 150% 4,815,027,187 2,218,914,605  3,328371,908
receivables)

Lending against securities (bonds & shares) 2,462,514,362 28,890,855 - 2433,623,507 100% 2,433,623,507 1,515,934,165 1,515,934,165
Investments in equity and ather Zi'c’;f:i]'g”estr“me”ts 81,905,646 - - 81905646 100% 81905646 48876532 48876532
g‘f"liitt’:t‘jtr:;'snn?t‘ﬂge?j”i ‘t’;ze;tgiﬁ'tei'c'ﬁ;:g‘:e”ts 8,255,300 - - 8255300  150% 12,382,950 9964100 14,946,150
Staff Loan secured by residential property 559,564,600 - - 559,564,600 60% 335,738,760 368,288,804 220,973,283
Interest receivable/claim on government securities 79,613,466 - - 79,613,466 0% - 55,660,357 -
Cash in transit and other cash items in the process o

of collection B B B . 20% . . B
Other Assets 1,783,064,604 97429977 - 1685634627 100% 1685634627 2865877395 2865877395

TOTAL 73954498333 1844737263 421,233,561 71,688527,509 - 52488147807 61,239,675536 44,281,307,594
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RISK WEIGHTED EXPOSURE FOR CREDIT RISK

Continued...

Current Year

Previous Year

SPECIFIC RISK RISK WEIGHT Risk
B. OFF BALANCE SHEET EXPOSURE oty Provsion  FLGBLE BT VEICR weGHT - ExPOSURE NetValue  Weighted
(B) (E) (D *E) Exposures
Revocable Commitments - - - - 0% - - -
Bills Under Collection 222,959 - - 222,959 0% - 603,681 0
Forward Exchange Contract Liabilities 3,381,454,940 - - 3,381,454,940 10% 338,145494  1,673,810,051 167,381,005
;‘;ﬁi?{gg:g;‘;i \anr;g:g’a':g))""at“ rity Up to 6 1,785,866,436 - 57445087 1728421349  20% 345684270 2284755272 456951054
Foreign counterparty (ECA Rating 0-1) - - - - 20% - 0 0
Foreign counterparty (ECA Rating- 2) - - - - 50% - 0 0
Foreign counterparty (ECA Rating 3-6) - - - - 100% - 0 0
Foreign counterparty (ECA Rating-7) - - - - 150% - 0 0
éf)g;g:gg:;’:gpvgg)or'g'”a' Maturity Over 6 months 526,669,638 - 9746081 516923557  50% 258461779 922144509 461072299
Foreign counterparty (ECA Rating 0-1) - - - - 20% - 0 0
Foreign counterparty (ECA Rating-2) - - - - 50% - 0 0
Foreign counterparty (ECA Rating 3-6) - - - - 100% - 0 0
Foreign counterparty (ECA Rating-7) - - - - 150% - 0 0
g'ja rBaonr;:'e F;Zr;?nrer:grc‘cfoﬁﬁ?g ;’;ft;"““ter 2,453,105,120 - 178574443  2,274,530,677 50% 1,137,265338 1684451012 842,225,506
Foreign counterparty (ECA Rating 0-1) - - - - 20% - 0 0
Foreign counterparty (ECA Rating-2) - - - - 50% - 0 0
Foreign counterparty (ECA Rating 3-6) 1,457,474,959 - 9,802,500 1,447,672,459 100% 1,447,672,459 876,841,192 876,841,192
Foreign counterparty (ECA Rating -7) - - - - 150% - 0 0
Underwriting commitments - - - - 50% - 0 0
Lending of Bank's Securities or Posting of Securities R _ ~ B 100% B 0 0
as collateral
_Repurghase Agreements, Assets sale with recourse B ~ ~ B 100% B 0 0
(including repo/ reverse repo)
Advance Payment Guarantee 395,349,803 - 25,534,869 369,814,934 100% 369,814,934 375,901,700 375,901,700
Financial Guarantee - - - - 100% - 0 0
Acceptances and Endorsements 319,684,507 - 30,352,227 289,332,280 100% 289,332,280 629,593,516 629,593,516
Unpaid portion of Partly paid shares and Securities - - - - 100% - 0 0
Irrevocable Credit commitments (Short term) 6,496,018,521 - - 6,496,018,521 20% 1,299,203,704 9228958826 1,845,791,765
Irrevocable Credit commitments (long term) 4,938,515,096 - - 4,938,515,096 50% 2,469,257,548 3,622,449,633  1811,224.816
Claims on foreign bank incorporated in SAARC
region operating with a buffer of 1% above their - - - - 0.2 - 0 0
respective regulatory capital requirement
Other Contingent Liabilities 77,745,703 - - 77,745,703 100% 77,745,703 75,305,957 75,305,957
Unpaid Guarantee Claims - - - - 200% - 0 0
TOTAL 21,832,107,682 - 311455207 21,520,652475 - 8032583509 21374815441 7,542,288,813
Total RWE for credit Risk (A) +(B) 95,786,606,015 1,844,737,263 732,688,768 93,209,179,984 - 60520,731,317 82614490976 51,823,596407
Adjustments under Pillar IT
Add: 10% of the loan and facilities in excess of . B B . . . . B
Single Obligor Limits(6.4 a 3)
Add: 1% of the contract(sale) value in case of the . . R . . : : )
sale of credit with recourse (6.4 a 4)
Total RWE for credit Risk (After Bank's 95786606015 1844737263 732688768 93,209,179,984 - 60520731317 82614490976 51823506407

adjustments of Pillar II)
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ELIGIBLE CREDIT RISK MITIGANTS
As on 31st Ashad 2077 (15th July 2020)

DEPOSITS GTEE .
DEPOSITS  WITH GOVT.&  OF  SEC/G'TEE GOTFEE GTEE  SEC/G'TEE
CREDIT EXPOSURES WITH OTHER GOLD NRB  GOVI. OFOTHER ' ~ OF  OF FOREIGN TOTAL
BANK BANKS/ SEQRMES ~ OF  SOVERBGNS p\.c”  MDBS BANKS
A NEPAL
(@) (b) (© d (e (f) @ (i)

Balance Sheet Exposures - - - - - - - - -
Cash Balance - - - - - - - . R
Balance with Nepal Rastra Bank - - - - - - - . R
Gold - - - - - - - - -
Investment in Nepalese Government Securities - - - - - - - . R
All Claims on Government of Nepal - - - - - - - - -
Investment in Nepal Rastra Bank securities - - - - - - - . R
All claims on Nepal Rastra Bank - - - - - - - . R
Claims on Foreign Government Securities (ECA 0-1) - - - - - - - . R
Claims on Foreign Government Securities (ECA -2) - - - - - - - - R
Claims on Foreign Government Securities (ECA -3) - - - - - - - - -
Claims on Foreign Government Securities (ECA-4-6) - - - - - - - - R
Claims on Foreign Government Securities (ECA -7) - - - - - - - - R

Claims On BIS, IMF, ECB, EC and on Multilateral
Development Banks (MDB's) recognized by the - - - - - - - - R
framework

Claims on Other Multilateral Development Banks - - - - - - - - -
Claims on Public Sector Entity (ECA 0-1) - - - - - - - - -
Claims on Public Sector Entity (ECA 2) - - - - - - - - -
Claims on Public Sector Entity (ECA 3-6) - - - - - - - - -
Claims on Public Sector Entity (ECA -7) - - - - - - - - -

Claims on domestic banks that meet
capital adequacy requirements

Claims on domestic banks that do not
meet capital adequacy requirements

Claims on foreign bank (ECA Rating 0-1) - - - - - - - . -
Claims on foreign bank (ECA Rating 2) - - - - - - - - -
Claims on foreign bank (ECA Rating 3-6) - - - - - - - - -
Claims on foreign bank (ECA Rating- 7) - - - - - - - - -

Claims on foreign bank incorporated in SAARC
region operating with a buffer of 1% above their - - - - - - - - -
respective regulatory capital requirement

Claims on Domestic Corporates - - - - - - - - -
Claims on Foreign Corporates (ECA 0-1) - - - - - - - . R
Claims on Foreign Corporates (ECA 2) - - - - - - - . R
Claims on Foreign Corporates (ECA 3-6) - - - - - - - . R
Claims on Foreign Corporates (ECA -7) - - - - - - - . R
Regulatory Retail Portfolio (Not Overdue) - - - - - - - . R
Regulatory Retail Portfolio (Overdue) - - . - - - - . R

Claims fulfilling all criterion of regulatory retail
except granularity

Claims secured by residential properties - - - - - - - - -

Claims no fully secured by residential properties - - - - - - - . R
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ELIGIBLE CREDIT RISK MITIGANTS
Continued...

Claims secured by residential properties (Overdue) -
Claims secured by Commercial real estate -

Past due claims (except for claim secured by
residential properties)

High Risk claims (Venture capital, private equity
investments, personal loans and credit card 210/480,816
receivables)

Investments in equity and other capital
instruments of institutions not listed in the stock -
exchange

Investments in equity and other capital
instruments of institutions listed in the stock -
exchange

Other Assets (as per attachment) -

210,752,745

421,233,561

Total (A) 210480816

210,752,745

421,233,561

Off Balance Sheet Exposures
Forward Exchange Contract Liabilities -

€ Commiers i gAMLY 02106 g5
Foreign counterparty (ECA Rating 0-1) -
Foreign counterparty (ECA Rating-2) -
Foreign counterparty (ECA Rating 3-6) -
Foreign counterparty (ECA Rating- 7) -

LC Commitments With Original Maturity Over 6
months (domestic counterparty)

ECA Rating 0-1) -
ECA Rating 2) -
ECA Rating 3-6) -
ECA Rating -7) -

Bid Bond, Performance Bond and
Counter guarantee (domestic counter party)

9,746,081

Foreign counterparty (
Foreign counterparty (
Foreign counterparty (
Foreign counterparty (
178574443

Foreign counterparty (ECA Rating 0-1) -
Foreign counterparty (ECA Rating -2) -
Foreign counterparty (ECA Rating 3-6) -
Foreign counterparty (ECA Rating- 7) -
Underwriting commitments -

Lending of Bank's Securities or Posting of
Securities as collateral

Repurchase Agreements, Assets sale with
recourse (including repo/ reverse repo)

Advance Payment Guarantee 25,534,869
Financial Guarantee -
Acceptances and Endorsements 30,352,227
Unpaid portion of Partly paid shares and Securities -
Irrevocable Credit commitments (Short term) -
Irrevocable Credit commitments (long term) -

Claims on foreign bank incorporated in SAARC
region operating with a buffer of 1% above their -
respective regulatory capital requirement

Other Contingent Liabilities -

9,802,500

57,445,087

9,746,081

178,574,443

9,802,500

25,534,869

30,352,227

Total (B) 301,652,707

9,802,500

311,455,207

Grand Total (C=A+B) 512133523

210,752,745

9,802,500

732,688,768
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RISK WEIGHTED EXPOSURE FOR OPERATION RISK
As on 31st Ashad 2077 (15th July 2020)

PARTICULARS 2073/74 2074/75 2075/76 For Previous Year

Net Interest Income 1,122,837,953 1,321,294,527 2,070,110,000 1,321,294,527
Commission and Discount Income 87,072,068 96,102,757 89,830,000 96,102,757
Other Operating Income 114,854,747 170,480,345 162,420,000 170,480,345
Exchange Fluctuation Income 99,107,064 170,110,388 206,810,000 170,110,388
Addition/Deduction in Interest Suspense during the period 209,289,102 14,212,395 15,307,880 14,212,395
Gross income (a) 1,633,160,934 1,772,200,412 2,544,477,880 1,772,200,412
Alfa (b) 15% 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb)] 244,974,141 265,830,062 381,671,682 265,830,062
Capital Requirement for operational risk (d) (average of c) - - 297,491,962 233,558,667
Risk Weight (reciproc.al o.f capital ) ) 11 10
requirement of 11%) in times (e)

Equivalent Risk Weight Exposure [f=(dxe)] - - 2,704,201,935 2,335,586,670
PILLAR-II ADJUSTMENTS

If Gross Income for all the last three years is negative(6.4 a 8) - - - -
Total Credit and Investment (net of Specific Provision) - - - -
Capital Requirement for operational risk (5%) - - - -
Risk Weight (reciprocal of capital requirement of 11%) in times - - - -
Equivalent Risk Weight Exposure [g] - - - -
Equivalent Risk Weight Exposure [h=f+g)] - - 2,704,201,935 2,335,586,670

RISK WEIGHTED EXPOSURE FOR MARKET RISK

As on 31st Ashad 2077 (15th July 2020)

Current Year

Previous Year

Open Position

Open Position

Relevant Open

Relevant Open

CURRENCY (FCY) Rate (LCY) Position Position
INR 95,195,969.55 1.6008 152,384,948 152,384,948 128,842,041
usD (81,393.92) 120.5500 (9,812,037) 9,812,037 24,207,155
GBP 16,367.43 151.4975 2,479,624 2,479,624 1,303,520
EUR 27,155.21 137.3931 3,730,938 3,730,938 2,094,856
THB 50,400.00 3.8896 196,036 196,036 18,751
CHF 7,475.04 128.2626 958,768 958,768 270,536
AUD 6,340.00 84.3029 534,480 534,480 246,332
CAD 13,080.00 88.6915 1,160,085 1,160,085 728,695
SGD 9,315.00 86.6537 807,179 807,179 821,051
JPY 138,954.00 1.1286 156,823 156,823 502,242
HKD 38,340.00 15.4167 591,074 591,074 224,498
DKK 57,000.00 18.4750 1,053,072 1,053,072 -
SEK - 13.3350 - - -
SAR 27,607.00 31.5466 870,906 870,906 367,560
QAR 12,665.00 33.3041 421,796 421,796 192,932
AED 65,376.55 32.6250 2,132,907 2,132,907 282,635
MYR 9,556.00 28.2954 270,391 270,391 98,253
KRW 912,000.00 0.1004 91,519 91,519 111,620
CNY 22,153.00 17.2170 381,407 381,407 207,202
KWD 237.00 391.8333 92,864 92,864 81,525
BHD 50.00 319.8281 15,991 15,991 14,553
Total Open position (a) 178,142,847 160,615,957
Fixed Percentage (b) 5% 5%
Capital Charge for Market Risk [c=(axb)] 8,907,143 8,030,798
Risk weight (reciprocal of capital requirement of 11%) in times (d) 11 10
Equivalent Risk Weight Exposure[e=(cxd)] 80,965,930 80,307,980




2016/ ‘

Form No.5 Other Assets
As on 31st Ashad 2077 (15th July 2020)

Current Year Previous Year
Specific
S.N. Assets AIG'::::“ P{/‘:‘Y::::n& Net Balance Net Balance
Adjustments
1 Cash and Cash Items in Transit - - - -
2 Expense not Written off - - - -
3 Fixed Assets 708,429,633 97,429,977 610,999,656 501,011,061
4 Interest Receivable on Other Investment - - - -
5 Interest Receivable on Loan - - - -
6 Non Banking Assets 115,102,257 - 115,102,257 227,981,351
7 Reconciliation Account - - - -
8 Draft Paid Without Notice - - - -
9 Sundry Debtors - - - -
10 Advance payment and Deposits 218,561,388 - 218,561,388 104,222,911
11 Staff Advance 247,111,625 - 247,111,625 164,954,148
12 Stationery - - - -
13 Advance tax Deposit 33,109,075 - 33,109,075 -
14 Other 460,750,625 - 460,750,625 1,867,707,924
Total 1,783,064,604 97,429,977 1,685,634,627 2,865,877,395
5.2 Classification of financial assets and financial liabilities

NAS 39 requires financial assets to be classified in one of the following categories:

» Financial assets at fair value through profit or loss
> Financial assets at fair value through OCI
4 Financial assets at amortized cost

Financial assets at fair value through profit or loss have two sub-categories:
» Financial asset that is designated on initial recognition as one to be measured at fair value with fair
value changes in profit or loss.
4 Held for trading

NAS 39 recognizes two classes of financial liabilities:

4 Financial liabilities at fair value through profit or loss
> Other financial liabilities measured at amortized cost using the effective interest rate method

The category of financial liability at fair value through profit or loss has two sub-categories:
4 Financial liability that is designated by the entity as a liability at fair value through profit or loss

upon initial recognition
» Held for trading
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Classification of Financial Asset and Financial Liabilities
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Particulars Carrying Value Fair value
Financial Assets
Assets carried at Amortised Cost
Cash and cash equivalent 4,725,485,858 4,725,485,858
Due from Nepal Rastra Bank 3,949,888,344 3,949,888,344
Placement with Bank and Financial Institutions 803,364,430 803,364,430
Loans and advances to customers 52,204,257,192 52,204,257,192
Loan and advances to BFIs 1,770,050,840 1,770,050,840
Investment securities 8,107,133,296 8,107,133,296
Other Financial Asset 712,421,089 712,421,089
Fair Value through Profit and Loss (FVTPL)
Derivative financial instruments 3,361,079,484 3,361,079,484
Fair Value through Other Comprehensive Income (FVTOCI)
Investment securities 91,291,817 91,869,746
Investment in subsidiaries 260,063,200 260,063,200

Total

Financial Liabilities

Liabilities carried at Amortised Cost

Due to Bank and Financial Institutions

Due to Nepal Rastra Bank

Deposits from customers

Other Financial Liabilities

Fair Value through Profit and Loss (FVTPL)
Derivative financial instruments

Total

75,985,035,550

3,130,182,705
728,565,709
57,512,407,224
1,730,995,163

3,376,676,328
66,478,827,128

75,985,613,479

3,130,182,705
728,565,709
57,512,407,224
1,730,995,163

3,376,676,328
66,478,827,128

5.3 Operating Segment Information
5.3.1 General Information

An operating segment is a component of an entity:

4 that engages in business activities from which it may earn revenues and incur expenses (including revenues
and expenses relating to transactions with other components of the same entity),
4 whose operating results are regularly reviewed by the entity’s chief operating decision maker to make

decisions about resources to be allocated to the segment and assess its performance, and
4 For which discrete financial information is available.

Not every part of an entity is necessarily an operating segment or part of an operating segment. For example,
a corporate office or some functional departments may not earn revenues or may earn revenues that are only
incidental to the activities of the Bank and would not be operating segments. For the purposes of this NFRS, the

Bank's post-employment benefit plans are not operating segments.
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5.3.2 Information about profit or loss, assets and liabilities
Amount in 000

Particulars Provincel Province2 Province 3 f::\‘,?:g Province 5 Other Total
Interest Income 441,987 240,886 4,611,627 291,528 469,722 143,311 6,199,060
Interest Expense 252,629 79,267 3,226,723 142,505 207,601 53,805 3,962,530
Net Interest Income 189,358 161,619 1,384,904 149,023 262,121 89,506 2,236,530
Fee and Commission Income 30,825 22,209 190,918 13,413 36,409 6,906 300680
Fee and Commission Expense 6,417 - 20,608 - - - 27,025
Net Fee and Commission Income 24,409 22,209 170,309 13,413 36,409 6,906 273,655
Net Interest, Fee and Commiission Income 213,767 183,829 1,555,213 162,436 298,529 96,412 2,510,186
Net Trading Income 22,765 18,119 184,958 384 3,623 3 229,853
Other Operating Income (7.257) (877) 105,707 297 (999) 834 97,704
Total Operating Income 229,275 201,070 1,845,878 163,117 301,154 97,249 2,837,743
Lr:gag{;‘::‘tgs:aersge/ (Reversah forLloans o7 011) 50701 212399 2,477 26,168 (1,089) 223,646
Net Operating Income 296,286 150,370 1,633,478 160,640 274,986 98,338 2,614,097
Operating Expense -
Personnel Expenses 171,817 114,636 454,724 92,170 122,974 84,465 1,040,786
Other Operating Expenses 81,866 52,378 270,962 43,747 61,560 44,149 554,662
Depreciation & Amortization 16,604 14,014 47,850 8,071 13,487 9,812 109,837
Operating Profit 25,999 (30,658) 859,942 16,653 76,964 (40,088) 908,812
Non Operating Income - - - - - - -
Non Operating Expense 125 - 29,623 - - - 29,748
Profit Before Income Tax 25,875  (30,658) 830,319 16,653 76,964 (40,088) 879,065
Income Tax Expense - - - - - - 324,002
Profit for the Period 25,875  (30,658) 830,319 16,653 76,964 (40,088) 555,063
5.3.3 Measurement of operating segment profit (b) Profit or Loss
or loss, assets and liabilities Amount in 000
Total profit or loss for reportable segments 879,065
The bank has identified the key segments of business Other profit or loss -
on the basis of nature of operations that assists the Elimination of intersegment profits -
Executive Committee of the bank in decision making Unallocated amounts: -
process and to allocate the resources. It will help the Other operating expenses -
management to assess the performance of the business Profit before tax 879,065
segments. The Segment has been identified on the
basis of geographic location of the branches. () Assets
Amount in 000
Income, Expenses, Assets, and Liabilities of Head office Total asset for reportable segments 76,845,521
has been apportioned to various Segments on Other assets -
proportionate basis. Unallocated amounts -
Entity's assets 76,845,521
5.3.4 Reconciliations of reportable segment
revenues, profit or loss, assets and liabilities () Liabilities
Amount in 000
(@) Revenue Total liabilities for reportable segments 76,845,521
Amount in 000 Other Liabilities -
Total revenues for reportable segments 6,827,298 Unallocated liabilities B
Other revenues B Entity’s liabilities 76,845,521

Elimination of intersegment revenues -
Banks net revenue from reportable segments 6,827,298
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5.3.5 Information about geographical areas

Revenue from following geographical areas is as
follows:

Province Revenue
Province 1 488,321
Province 2 280,337
Province 3 5,093,209
Gandaki Province 305,622
Province 5 508,755
Other 151,054
Total 6,827,298

5.3.6 Information about Major Customer

If revenues from transactions with a single external
customer amount to 10 percent or more of the banks
revenues, the bank shall disclose that fact, the total
amount of revenues from each such customer, and the
identity of the segment or segments reporting the
revenues. The banks revenue from single customer
doesn't exceed 10% of total revenue.

5.4 Share options and share based payment

A share-based payment is a transaction in which the
bank receives goods or services either as consideration
for its equity instruments or by incurring liabilities for
amounts based on the price of the entity’s shares or
other equity instruments of the entity. The bank does
not have any share option and share based payment.

5.5 Contingent liabilities and commitment
5.5.1 Contingent Liabilities:

Where the Bank undertakes to make a payment on
behalf of its customers for guarantees issued, such as
for performance bonds or as irrevocable letters of credit
as part of the Bank’s transaction banking business for
which an obligation to make a payment has not arisen
at the reporting date, those are included in these
financial statements as contingent liabilities.

Other contingent liabilities primarily include revocable
letters of credit and bonds issued on behalf of
customers to customs, for bids or offers.

5.5.2 Commitments:

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

Please refer Note No. 4.28.1 to 4.28.4 for the detail of
contingent liabilities and commitments as at 15th July
2020.

5.5.3 Litigations:

Litigations are anticipated in the context of business
operations due to the nature of the transactions
involved. The Bank and the Group are involved in
various such legal actions and the controls have been
established to deal with such legal claims. There are
pending litigations existing as at the end of the
reporting period against the Large Taxpayers Office,
resulting through normal business operations.

The details of litigations are presented in 4.28.5.

5.6 Related parties disclosures
(a) Board Member Allowances and Facilities

The Board of Directors has been paid meeting fees of
NPR 1,454,000, during the fiscal year. There were 27
Board Meeting conducted during the fiscal year.

The Chairperson and other members of the Board
are paid NPR 10,000 and NPR 8,000 per meeting
respectively for Board and Board Level Committees.

Meeting fees paid to four Board Level Committees are
as follows:

No of Meeting
Board Level Committees Meetings Allowance
9 (NPR)

Audit Committee 16 232,000
Risk Management Committee 8 112,000
Human Resource Management 2 32,000
Committee

AML Committee 5 80,000

Existing members of the Board are:

Er. Mr. Ichchha Raj Tamang Chairman

Mr. Ambir Bogati Member

Mr. Prakash Tayal Member

Mr. Shambhu Prasad Panta Member

Mr. Pratap Jung Pandey Member

Mr.Yugesh Bahadur Malla Member

Mr. Bhimananda Dhungana Independent Director
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(b) Loans and Advances extended to Promoter

The Bank has not provided any Loans and Advances to
Promoters.

(c) Compensation Details for Key Management
Personnel

Key Management Personnel includes members of
Executive Committee of the Bank.

S- Particulars Amount

No

A Short Term Employee Benefits 35,376,333
Post-Employment Benefits 1,616,407

@ Other Long Term Benefits -

D Termination Benefits (Gratuity and Sick 255573
Leave Encashment)

E Share Based Payment -
Total of Key Management Personnel 37248313

Compensation

The Salary and benefits paid to CEO is as follow:

. . Other
. Basic  Provident Bonus & N Total
Particulars Salary Fund Allowance Welfare Pe.'q“" Income
sites
GG?J‘;L”:; 6,504,000 650,400 2,710,800 3,158,595 1,535800 14,559,595

Key management personnel are also provided with the
following benefits:

i) Benefits as per the Employee Terms of Service
By-laws,

i) Bonus to staff as per the Bonus Act,

iii) Vehicle Fuel Expenses as per the Bank’s Staff

Vehicle Scheme.

Executive Management includes:

Name Designation
Govinda Gurung CEO
Sunil Kumar Pokharel DCEO
Sachin Jung Rayamajhi CCO/CIO
Suman Acharya CCB
(d) Transaction with Subsidiaries
S.N. Particulars Civil Capital Lagcl::.’ﬂ;“a
1 Deposit 128,415,562 58,750,190
2 Loans and Advances - 284,493,321
3 Interest Income - 38,083,755
4 Interest Expenses 7,685,977 5,116
5 Commission Income - -
6 RTS Expenses 1,312,482 -
7 Investment by CIVIL Bank 150,865,000 109,198,200

5.7 Other Disclosures
a) Loans and Advances

Loans and advances measured at amortized cost under
the NFRS are inclusive of Loans to BFI's, Loans to
customer and Staff Loans & advances provided
according to the Employee Bylaws of the bank is
presented under this head. Accrued Interest Receivable
onloans has been considered under Loans and Advances
measured at Amortized Cost. Loans and advances are
assessed individually and collectively as per incurred
loss model which is compared with the loss provision
prescribed by NRB directive no. 2. Higher of the loss as
per incurred loss model and NRB directive is considered
for impairment. The bank has recovered interest
amounting NPR 563,840,095 till Aswin end 2077.

b) Staff Loans measured at fair value

Under previous NAS, staff loans were recorded at cost
less repayments net of loan loss provision, if any. Under
NFRS, the Bank has to measure the staff loans granted
below the market interest rate at their fair value, based
on the market interest rate of similar products.

The difference between the fair value and NAS carrying
amount of staff Loan as at Ashadh 31 2077 (15th July
2020) was NPR 348,119,803 which has been netted off
against staff loans & recognized as pre-paid staff cost
in other assets.

c) Adjustment on loan impairment

In compliance with the NRB Directives and subsequent
amendment there to, specific loan loss provision was
made based on the arrears time period and General
provision were made at a specified rate directed by NRB
time to time. Thus, total provision under Pass Loan as
per NRB Directive No. 2 is categorized as Collective
Impairment and remaining are categorized as Individual
Impairment.

As at Ashadh 31, 2077 the impairment provision was

increased to NPR 1,443,315,067. The movement between

the impairment balances of respective years was recognized

in the statement of profit or loss as an impairment charge

on loan and advances to customer and BFIs.

Impairment calculations are presented hereunder;
Amount in NPR

As at 31

Particulars Ashadh 2077

Total Impairment as per NFRS 1,205,161,146
1,443,315,067

1,443,315,067

Loan loss provision as per NRB directive
Loan loss provision as per ICAN Crave-out No. 5




s ¥ fofics

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

d) Financial assets at Fair value through OCI

Under previous NAS, the Bank recognized its
investment portfolios which are not held for trading
activities at their cost. Under NFRS, the Bank has
designated such investments as Fair value through OCI
and measured at fair value. Such investment includes
equity investments and Mutual Funds. The valuation of
Promoter share whose transactions are not active in the
market, 50% of quoted price of ordinary share of the
same entity has been taken as fair value.

As at Ashadh 31 2077 the difference between the
instruments fair value and NAS carrying amount was
NPR 10,687,814 has been reversed from the Fair value
reserve and movement was charged to Other
Comprehensive Income.

e) Interest Income

Interest Income amounting to NPR 6,199,060,280 was
recognized for financial year 2076/77 for accrual of
interest on loans, Interest benefit for staff loans and
amortization of development bonds as an impact of
interest unwinding.

f) Personnel Cost

An additional expense of NPR 8,229,107 was charged
to Personnel expenses as a result of actuarial valuation
of gratuity, reversal of NPR 8,392,553 on Leave
Encashment and NPR 85,959,334 was recognized as
Personal expenses as amortization of prepaid staff loan
for Financial Year 2076/77.

g) Corporate Social Responsibility

As per NRB Directive No. 6 (16), 1% of Net Profit of
the year is required to be created as Corporate Social
Responsibility (CSR) Fund. The bank has set aside NPR
5,550,634 from NFRS Profit and Loss as CSR fund during
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this fiscal year.

Particular Amount
Opening Balance 16,061,435
Transfer during the year 5,550,634
Expense during the year (14,676,547)
Closing Balance 6,935,522
h) Employee Training and Development Fund

As per NRB Directive No. 6 (6) the bank is required to
incur expenses at least 3% of its preceding year’s total
staff expenses towards employee training and
development. Any shortfall in meeting this mandatory
expense in the FY 2076-77, will have to create a reserve
fund to be spent on subsequent year. The Bank does
not meet the statutory requirement of spending 3% of
its preceding year's total staff expenses towards
employee training and development. However the
same is not required to be apportioned for FY 2076/77
via point no 4 of NRB circular no 14/076/77. Hence,
additional Employee Training and Development Fund
has not been created during the Fiscal year.

Particular Amount
Opening Balance 2,627,272
Transfer during the year -
Expense during the year -
Closing Balance 2,627,272

i) Defined Benefit Plans

A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan. Accordingly,
staff gratuity has been considered as defined benefit
plans as per Nepal Accounting Standards — NAS 19
(Employee Benefits).

FY 2076-077
. . Annual Leave
Particular Gratuity Encashment
PV of Obligation at 108,077,133 45,141,035
beginning of the year
Interest Cost 35,603,650 3,798,156
Current Service Cost 9,205,042 13,274,034
Acquisitions (credit)/ cost - -
Benefit paid (2,770,292) (5,878,614)
Actuarial (Gain)/ Loss 3,383,623 10,730,389
Past Service Cost - -
Liability at the end of 153,499,156 67,065,000

the year
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»

Fair Value Reserve

Fair value reserve is created for the investment classified as the available for sale through OCI. The movement during

the year is as below:

Particular Amount
Opening Balance (10,747,402)
Transfer during the year 11,151,953
Expense during the year -
Closing Balance 404,551

k)

Movement of various statutory reserve for the year 2076/77 is stated below:

Fair value reserve is created for the investment classified as the available for sale through OCIL The movement during

the year is as below:

. General Exchange Regulatory Fair Value Revaluation
Particulars 2 Total
Reserve Equalization Reserve Reserve Reserve
Opening Balance 871,133,835 18,375,213 | 706,690,743 | (10,747,402) - 1,585,452,390
Transfer to Reserves during the year 111,012,662 1,206,011 | (274965,619) | 11,151,953 - (151,594,993)
Transfer from Reserves during the year - - - - - -
Closing Balance 982,146,497 19,581,224 | 431,725,125 404,551 -| 1,433,857,397
5.8 Other Reserve
The details of other reserve movement during the fiscal year are as below:
Actuarial Capital Investment Employee Trainin
Particulars Adjustment | CSR Reserve | Adjustment ploy 9 Total
Reserve and Dev. Fund
Fund Reserve
Opening Balance (34,959,351) 35,536,834 | 16,061,435 3,000,000 2,627,272 22,266,190
Actuarial gains/(losses) on defined benefit plans - - - - - -
Transfer to Reserves during the year (3,383,623) - 5,550,634 - - 2,167,011
Transfer from Reserves during the year - - | 14,676,547 - - 14,676,547
Closing Balance (38,342,974) 35,536,834 | 6,935,522 | 3,000,000 2,627,272 9,756,654

5.9

Compliance with Directive/Circulars related to COVID-19

The bank has complied with all circulars and Directive issued by Nepal Rastra Bank in order to minimize various

effects resulted due to COVID-19.

5.10 Provision for investment

The bank has created provision amounting NPR. 82,983,005 for possible loss in investment. The provision has been
disclosed as other provisions under schedule no 4.22
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5.11 Details of Loan write off
. Basis of Loan -
S.No. Product Write Off Amount Type .° f Valuation of Approved Initiations Made for
Date Security By/ | Recovery
Collateral Designation
35 days public notice on
20% Govt. . .
. Land and 5 2072/10/29 at Rajdhani ,35 days
1 Fixed Term Loan 12-Apr-20 4,236,842 building vﬂ:fk:?eai?:) CEO auction notice on 2073/06/07
at Annapurna, 35 days auction
notice on 2073/10/11 at
Annapurna
NBA booked on 2017.07.09 with
20% Govt. .
2 Demand LoanRevolving  12-Apr-20 22256863 tandand e and 80% CEO Board meeting no 222. NBA
building market value amount 28,311,000
15 days auction notice on
20% Govt. 2074/09/24 at Nagarik , 15 days
3 RD;;ET\:: Loan 12-Apr-20 2,453,730 le:‘i‘lj dia:d value and 80% CEO auction notice on 2075/02/7 at
9 9 market value Nagarik, 7 days auction notice
on 2075/03/03 at Nagarik
7 days auction notice
20% Govt 2075/03/25 at Rajdhani, 15 days
4 Overdraft 12-Apr-20 152312 2@ndand e and 80% ceo  uction notice on 2075/08/17
building market value at Nagarik and 15 days auction
notice on 2076/07/28 at
Nagarik
7 days internal letter
2072.06.07, internal 35 days
letter 2072.07.18, Internal letter
20% Govt. 07.01.2014, 35 days public
5 Overdraft 18-Aug-20 40,742 Land value and 80% CEO notice 2072.09.15, Kantipur, 35
market value days auction notice 2073.07.30
Kantipur, 15 days auction notice
2073.12.16, 15 days auction no-
tice on 2074.10.12 Annapurna.
7 days letter 2073.10.24, 35
days letter 2073.11.05, recovery
Land and 30% Govt. letter 2074.11.08, 35 days public
6 Overdraft 18-Aug-20 122,640 buildin value and 70% CEO notice 2074.01.03 Kantipur, 35
9 market value days auction notice 2074.02.14,
15 days auction notice
2074.06.24.
Total 29,263,129
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5.12 Loans and Advances Extended to Promoter/Group of Promoters against Promoter Shares by Other
BFI's

S.N Promoter's;GShareholders's Total % of ::fu:I::f; ArI;IO::nt Lending Bank %Scl,\fa:e:r? ©
ame Shares  Paid-up Pledge (Rs.) Total Share

1 Ram Kaji Silwal 25,000 0.03124 25,000 40,075,589 Citizens Bank International Ltd. 100
2 Binita Adhikari 110,354 0.13788 110,354 3,891,799 Citizens Bank International Ltd. 100
3 Rishi Prasad Subedi 133,848 0.16724 95,953 Settled Century Commercial Bank Ltd. 71.69
4 Himalay Bikram Malla Thakuri 256,037 0.31991 232,234 8,800,000 Century Commercial Bank Ltd. 90.70
5 Shiva Hari Dangal 83,849 0.10477 76,054 2,196,444 NIC Asia Bank Ltd. 90.70
6 Vijaya International Pvt Ltd. 1175738 1.46905 166,397 80,558,868 Prime Commercial Bank Ltd. 14.15
7 Anu Piya 110,708 0.13833 97,500 5,259,074 Mahalaxmi Bikas Bank Ltd. 88.07
8 Binaya Upadhyaya 59,892 0.07483 54,324 2,190,905 Mahalaxmi Bikas Bank Ltd. 90.70
9 Navin Man Shrestha 7,748 0.00968 7,028 Settled Mahalaxmi Bikas Bank Ltd. 90.71
10  Ishwor Lal Shreshta 154990 019366 110,706 6,830,000 gg'_‘ge;;é‘?i‘\’/':‘{g_‘d Credit 7143
11 Ashok Budhathoki 10,194 0.01274 10,194 729,000 Kailash Bikas Bank Ltd. 100
12 Jeevan Raj Bajracharya 5,534 0.00691 5,534 3,459,208 Kailash Bikas Bank Ltd. 100
13 Girendra Man Sing Shrestha 147,196 0.18392 88,511 5,000,000 Kailash Bikas Bank Ltd. 60.13
14  Kamala Regmi 5,622 0.00702 5,622 213,805 Garima Bikas Bank Ltd. 100
15 Ram Agrawal 73,748 0.09215 69,350 1,700,000 Global IME Bank Ltd. 94.04
16 Anil Kumar Agrawal 27,677 0.03458 26,902 2,500,000 Global IME Bank Ltd. 97.20
17 Suman Devi Agrawal 27,677 0.03458 26,902 2,500,000 Global IME Bank Ltd. 97.20
18 Puna Prasad Subedi 74,218 0.09273 62,000 2,294,000 Global IME Bank Ltd. 83.54
19 Puna Prasad Subedi 74,218 0.09273 5,021 530,000 Manjushree Finance Ltd. 6.77
20  Bhasker Shrestha 55,907 0.06985 55,907 - Global IME Bank Ltd. 100
21 Amir Shrestha 209,745 026207 199,326 199,800,000 g‘:rflf'l_tcfd't and commerce 95.03
22 Bala Krishna Shrestha 275255 034392 275255 2,800,000 E‘:r‘]’;'ucd“*dit and commerce 100
23 Rajan Krishna Shrestha 24772 0.03095 24772 2,800,000 Elae:flucfdlt and commerce 100
24 Deepak Kumar Malhotra 38748  0.04841 35146 13,886,166 g:rf’lf'ucfd't and commerce 90.70
25  Sabita Malhotra Pradhan 154990 019366 140,581 10,000,000 g‘ae:;'ucfd't and commerce 90.70
26 Dikesh Malhotra 103,845  0.12975 94,191 8,007,300 E:r?;'ucdredit and commerce 90.70
27  Ashok Kumar Shrestha 55,353 0.06916 55,353 2,650,000 Jyoti Bikas Bank Ltd. 100
28 Shakuntal Pokharel Ghimire 2,739 0.00342 2,739 Settled ICFC Finance Ltd.. 100
29  Yeshaswika International Pvt Ltd 2499407 3.12294 700,000 25,231,500 Laxmi Bank Limited 28.01
30  Yeshaswika International Pvt Ltd 2499407 3.12294 500,000 17,827,500 Muktinath Bikas Bank 20
31 Amit Agrawal 38,748 0.04841 35,146 2,506,261 Muktinath Bikas Bank 90.70
32 Bimal Kumar Agrawal 38,748 0.04841 38,748 1,418,000 Mega Bank Nepal Ltd. 100
33 Prem Dhoj Lama 183,664 0.22948 166,589 6,099,000 Mega Bank Nepal Ltd. 90.70
34 Subhash Kumar Khetan 15498 001936 15498 1200000 cro0at Bahuudeshylya sahakar 100
35 Seema Marwadi 114,989 0.14368 100,414 6,000,000 Prabhu Bank Ltd. 87.32
36  Achyut Raj Regmi 5,512 0.00689 5,000 6,000,000 Lumbini Bikas Bank Ltd. 90.71
37 Kalu Gurung 54,246 0.06778 54,246 6,000,000 Lumbini Bikas Bank Ltd. 100
38 Jagdish Kumar Agrawal 154,989 0.19365 154,989 54,595,346 Kumari Bank Ltd. 100
39 Saila Shrestha 31,000 0.03873 31,000 20,000,000 Kumari Bank Ltd. 100
40 Gopal Shrestha 30,000 0.03748 30,000 6,991,213 Kumari Bank Ltd. 100
41 Vivek Agrawal 116,243 0.14524 105,436 Lower 9 digit Nabil Bank Ltd. 90.70
42 Manish Kumar Agrawal 15,508 0.01938 10,081 Settled Himalayan Bank Ltd. 65.01
43 Mahendra Kumar Goyal 116,244 0.14524 116,244 49,122,900 Himalayan Bank Ltd. 100
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44 Abhishek Agrawal 38,747 0.04841 38,747 3,081,000 Himalayan Bank Ltd. 100
45 Pramila Shrestha 6,881 0.00860 6,881 2,300,000 Machhapuchchhre Bank Ltd 100
46  Ram Prakash Shrestha 13,762 0.01720 13,762 6,700,000 Machhapuchchhre Bank Ltd 100
47 Bhim Prasad Timalsina 40,000 0.04998 40,000 1,500,000 Siddhartha Bank Itd 100
48  Sajjan Kumar Khetan 15,500 0.01937 15500 15,477,453 Siddhartha Bank Itd 100
49  Prem Kaji Khaiju 30,000 0.03748 30,000 1,800,000 fg'_‘f;:rraet?v';"ﬁg'p“rpose 100
5.13 Shareholders Holding 0.5% or more Share of the Total Shares
S.No. Name of Shareholder Number of Shares % c(’_:far)?ti;up Amount
1 Employees Provident Fund 6,813,832 8.51% 681,383,200
2 Pradeep Jung Pandey 3,504,868 4.38% 350,486,800
3 Er. Ichchha Raj Tamang 3,083,508 3.85% 308,350,800
4 National Life Insurance Company Limited 2,796,719 3.49% 279,671,900
5 Yeshaswika International Private Limited 2,499,407 3.12% 249,940,700
6 Asian Investment And Trading Company Pvt Ltd. 1,735,252 2.17% 173,525,200
7 Prabha Goenka Bhimsaria 1,555,467 1.94% 155,546,700
8 Ambika Shah 1,392,936 1.74% 139,293,600
9 Vijaya Inernational Pvt.Ltd 1,223,056 1.53% 122,305,600
10  KDB Capital Corporation 865,339 1.08% 86,533,900
11  Rana Bahadur Shah 710,576 0.89% 71,057,600
12 Birendra Kumar Shah 671,566 0.84% 67,156,600
13 Prabhu Life Insurance Ltd 581,099 0.73% 58,109,900
14 Meena Maharjan 481,949 0.60% 48,194,900
15  Bala Krishna Shrestha 444,047 0.55% 44,404,700
16 Prakash Tayal 408,102 0.51% 40,810,200
Total 28,767,723 2,876,772,300
5.14  Principal Indicators
As per Previous GAAP As per NFRS
Report
Indicators Unit 20%/;73 207F§/\({)74 207F£/\({)75 20:4/:76 zo;gn
1. Net Profit/ Gross Income Percent 7.30 33.10 12.79 11.38 8.13
2. Earnings Per Share Rs. 6.03 29.68 9.69 8.84 6.94
3. Market Value Per Share Rs. 255 246 153 158 139
4. Price Earning Ratio Ratio 42.32 8.29 15.79 17.88 20.04
5. Dividend (including bonus) on Share Capital Percent 3.03 10.79 4.05 6.57 842
6. Cash Dividend on Share Capital Percent 0.15 0.54 4.05 6.57 0.42
7. Interest Income/ Loans and Advances Percent 9.46 10.16 9.97 12.90 11.49
8. Staff Expenses/ Total Operating Expenses Percent 50.04 1311 13.87 15.97 18.28
9. Interest Expenses/ Total Deposits and Borrowings Percent 4.86 6.02 7.44 7.27 6.53
10. Exchange Gain/ Total Income Percent 3.39 1.86 3.18 3.18 3.37
11. Staff Bonus/ Total Staff Expenses Percent 10.22 11.99 16.03 15.00 9.38
12. Net Profit/Total Loans and advances Percent 0.73 4.88 1.52 1.59 1.03
13. Net Profit/ Total Assets Ratio 0.01 0.04 0.01 113 0.72
14. Total Loans & Advances/ Total Deposits Percent 84.05 92.04 103.38 94.34 89.74
15. Total Operating Expenses/ Total Assets Percent 1.45 6.55 7.75 7.95 741
16. Capital Adequacy (On Risk Weighted Assets)
a. Core Capital Percent 11.07 17.85 19.45 16.30 14.32
b. Supplementary Capital Percent 111 0.96 0.86 0.93 0.80

c. Total Capital Fund Percent 12.19 18.82 20.32 17.23 15.12
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17. Liquidity (CRR)

18. Non-Performing Loan/ Total Loans & advances
19. Weighted Average Interest Rate Spread

20. Book Net Worth (In Million)

21. Book Net Worth per Share

22. Number of Shares

23. Number of Staff

24. Base Rate

25. Others

Percent
Percent
Percent
Rs.
Rs.
Nos.
Nos.
Percent

8.50

449

343

3,473
108.04
32,147,929
404

7.85

713

3.96

2.66

7,127
137.45
51,852,217
526

11.59

6.34

2.63

2.65

9,850
135.69
72,593,104
685

11.84

4.61

2.37

3.76
10,151
126.84
80,033,897
991

1111

3.74

1.90

3.92
10,170
127.07
80,033,897
960

9.84

5.15 Merger and acquisition

The Group has not entered into any merger and acquisition activities in the reporting period.

5.16 Additional Disclosures of hon-consolidated entities

The Group does not have any non-consolidated entities to report for the reporting period and in the comparative

previous period.

5.16.1 Figures are regrouped and rearranged

The figures have been regrouped/ rearranged wherever necessary in order to facilitate comparison.

5.17 Events after the reporting period

Events after the reporting period are those events, favorable and unfavorable, that occur between the end of
reporting period and the date when the financial statements are authorized for issue. Two types of events can be

identified:
(a) Those that provide evidence of conditions that existed at the end of reporting period (adjusting
events after the reporting period); and
(b) Those that is indicative of conditions that arose after the reporting period (non-adjusting events

after the reporting period).

Non adjusting Event-Disclosure

There are no material Non-adjusting events that have occurred subsequent to 15th July, 2020 till the signing of this

financial statement on 11th January 2021.

Adjusting Event

There are no material adjusting events that have occurred subsequent to 15th July, 2020 till the signing of this

financial statement on 11th January 2021.

The Board has decided to propose 8% Bonus Share amounting NPR 640,271,173.91 and 0.42% Cash Dividend for
tax purpose amounting NPR. 33,698,482.84 which shall be approved by the Annual General Meeting of the Bank.
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Comparison Unaudited and Audited Financial Statements
as of FY 2076/77

Statement of Financial Position As per unaudited As per Audited Variance

Fi ial . . ;
Assets Stlalrlzrr::vlsal'\t Financial Statement In amount In % Reasons for Variance
Cash and Cash Equivalents 4,725,485,858 4,725,485,858 - -
Due from Nepal Rastra Bank 3,949,888,344 3,949,888,344 - -
Plagemgnt with Bank and Financial 803,364,430 803,364,430 R R
Institutions
Derivative Financial Instruments 3,361,079,484 3,361,079,484 - -
Other Trading Assets - - - -
Loans and Advances to BFIs 1,767,327,983 1,770,050,840 2,722,857 0.15%  Due to effect of Changes in LLP and Interest Recovery
Loans and Advances to Customers 51,512,715,070 52,204,257,192 691,542,122 1.34%  Due to effect of Changes in LLP and Interest Recovery
Investment Securities 8,197,294,242 8,199,003,042 1,708,800 0.02%  Due to Fair Value Adjustment
Current Tax Assets 274,526,085 99,869,000 (174,657,085)  -63.62%  Due to Changes in Income Tax Liability
Investment in Subsidiaries 260,063,200 260,063,200 - -
Investment in Associates - - - -
Investment Property 208,577,623 115,102,257 (93,475,366)  -44.82%  Due to changes in value of Investment Property
Property and Equipment 611,865,033 610,999,656 (865,377) -0.14%  Due to changes in Depreciation
Goodwill and Intangible Assets 34,022,838 33,936,117 (86,721) -0.25% Due to changes in Amortization
Deferred Tax Assets - - - -
Other Assets 1,493,083,221 712,421,089 (780,662,132) -52.29% Due to regrouping & reclassification
Total Assets 77,199,293,411 76,845,520,508 (353,772,903) -0.46%
Liabilities
Due to Bank and Financial 3,130,182,705 3,130,182,705 - -
Institutions
Due to Nepal Rastra Bank 728,565,709 728,565,709 - -
Derivative Financial Instruments 3,381,454,940 3,376,676,328 (4,778,612) -0.14%  Due to regrouping & reclassification
Deposits from Customers 57,512,407,224 57,512,407,224 - -
Borrowings - - - -
Current Tax Liabilities - - - -
Provisions - 82,983,005 82,983,005 100% Due to possible !oss in investment
Deferred Tax Liabilities 151,482,836 113,707,761 (37,775,075)  -24.94% Eﬁaent;’ecshii”g:;r'gd‘a’:'gﬁ of Investment Property,
Other Liabilities 2,222,994,547 1,730,995,163 (491,999,384) -22.13%  Due to regrouping & reclassification
Debt Securities Issued - - - -
Subordinated Liabilities - - - -
Total Liabilities 67,127,087,960 66,675,517,894 (451,570,066) -0.67%
Equity
Share Capital 8,003,389,674 8,003,389,674 - -
Share Premium - - - -
Retained Earnings 264,735,975 722,998,889 458,262,914 173.10%  Due to Change in profit
Due to following effects
1. Addition of defined benefit obligation due to actuarial
R 1,804,079,802 1,443,614,051 360,465751) -19.98%  Yaluation.
eserves T T (360,465,751) °  2.Change in deferred tax liabilities
3. Regrouping & reclassification.
Total Capital and Liabilities 77,199,293,411 76,845,520,508 (353,772,903) -0.46%
Statement of Profit or Loss
Interest Income 6,198,103,110 6,199,060,280 957,169 0.02%  Due to adjustment in Interest Income
Interest Expense 3,959,670,471 3,962,529,827 2,859,356 0.07%  Due to adjustment in Interest Expense
Net Interest Income 2,202,202,030 2,236,530,452 34,328,422 1.56%
Fee and Commission Income 299,045,438 300,680,336 1,634,897 0.55%  Due to adjustment in Fee and Commission Income
Fee and Commission Expense 27,025,125 27,025,125 - -
Net Fee and Commission Income 272,020,314 273,655,211 1,634,897 0.60%
Net Interest, Fee and Commission 2,510,452,953 2,510,185,663 35,963,320  1.43%
Income
Net Trading Income 229,853,155 229,853,155 - -
Other Operating Income 50,875,145 97,704,288 46,829,143 92.05% Due to adjustment in Other Operating Income
Total Operating Income 2,791,181,253 2,837,743,106 46,561,853 1.67%
Impairment Charge/ (Reversal) for 442,031,370 223,645,931 (218,385439)  -49.40%  Due to changes in Loan loss provision
Loans and Other Losses
Net Operating Income 2,349,149,883 2,614,097,175 264,947,292 11.28%
Operating Expense
Personnel Expenses 1,014,728.179 1,040,786,204 26058025  257% Dueto Changesin Employeee Bonus and adjustments on
staff benefits
Other Operating Expenses 551,346,727 554,661,671 3314944  0.60% aD(;‘jistfm’:gtr%‘;Fg;g:‘tifgdfs:':'ecat'o” and Effects of NFRS
Depreciation & Amortisation 108,784,824 109,836,921 1,052,097 0.97%  Due to Changes in Depreciation
Operating Profit 674,290,152 908,812,378 234,522,225 34.78%
Non Operating Income B B = -
Non Operating Expense 29,747,540 29,747,540 - -
Profit Before Income Tax 644,542,613 879,064,838 234,522,225 36.39%  Due to reasons as mentioned above
Income Tax Expense
Current Tax 193,362,784 368,934,197 175,571,413 90.80% Due to Changes in Income Tax Liability
Deferred Tax (5,821,118) (44,932,665) (39,111,547) 671.89% Due to Changes in Deferred Tax Liability

Profit for the Period 457,000,947 555,063,306 98,062,359  21.46%
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