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VISION <>

Become a distinct National
Level Development Bank by
continuously delivering superior
customer service and promoting
welfare of stakeholders thus
making significant contribution
to nation building.

mssion €.

Provide smart,
convenient & reliable
financial solutions to
our valued customers
through our happy
employees.

Q\/ CORE VALUES

Pursuit of Excellence: The Bank shall always
strive to bring continuous improvement and
excellence in products, processes, and services.

Customer Focus: The Bank shall always place
customer’s interest at the center while making
decisions.

Corporate Governance: The Bank shall
endeavor to attain highest level of corporate
governance and not mere compliance.

Collaboration: The Bank shall always look
forward to collaborative opportunities and
achieve common goals.

Business Ethics: The Bank shall follow highest
standard of business integrity & ethics.

Innovation: The Bank shall leverage innovation
to serve customers better.

Strategic Orientation: The Bank shall derive its
competitive edge from its ability to link its goal
with well-articulated & coherent strategy.
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KEY MILESTONES

2022

Bank has crossed its
Balance Sheet Size

above 100 Billion.

Depository
Participants License
obtained.

Awarded with
Highest Tax Payer

for the second time.

Issued 1Arab
Debenture (First
Development Bank

to issue Debenture)

Market Maker
License obtained.

KSBBL share has

been listed as A
Class Script

2020

Bank initiate its own
remit as Kamana
Sewa Remit.

Expansion of
footprintin

Kathmandu Valley.

Strategy 2080 has
been formulated and
approved with the
moto to be the top
development bank.

2018

15t Development
Bank to Launch
Credit Card in Nepal

Bank Launched
KS Sports Saving
Account

Becomes th T
ISO Certified
Development Bank
in Nepal

Awarded as 3™
Best Managed
Development Bank
by 7th Newbiz
Business Conclave

Bank launched
Swabhiman Bachat
Khata for visually
impaired people for
the 1t time in Nepal

2021

Bank has crossed
its Portfolio above
50 Billion

Awarded with
Highest Tax Payer
for the first time.

Appointed
Independent &
Female Director as
Board Member.

Huge investment in
IT Infrastructure

2019

Kamana Bikas Bank
and Sewa Bikas Bank
was merged and
named as Kamana
Sewa Bikas Bank.

Shifted to Corporate
Office in Gyaneshwor
Kathmandu in its
own building.
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KAMANA ::)t:\ capital

SEWA? and uptowns.

Ongoing innovation
of banking
services based on

customer
demands.

Quality services, lean
internal processes

and Capable
management

that enable us to
deliver your request

upfront.

Flexibility
in terms and conditions:

lending rate, product
package, service range, etc.
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COMPANY SECRETARY 1

____________________________

SHAREHOLDER'S
SERVICES DEPT.

BUSINESS FUNCTION  piaii

LENDING

DEPOSIT(DTB) AND

DIGITAL BANKING
CBO

MICRO RETAIL SME BUSINESS CBO
TRANSACTION DIGITAL
REROl BANKING EXPERIENCE
Office
Head of Province
INDIVIDUAL INSTITUTIONAL

Cluster Head

Branch Office-
Branch Manager

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
:
1
! Province/Region
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

Service Function ~— - - ---------

Relationship Manager

Service Manager

Assistant Relationship
Manager Teller

RM Deposit

ORGANIZATION
STRUCTURE
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BOARD OF DIRECTOR
CHIEF EXECUTIVE RISK AML/CFT HRCOMMITTEE ~~~ "~~~
--------------------- OFFICER MANAGEMENT COMMITTEE

| COMMITTEE ,

1
1
EXECUTIVE | !
SECRETARY \ !
! |
1
DEPUTY CHIEF X
EXECUTIVE OFFICER !
! I
1

CONTROL FUNCTION | SUPPORT FUNCTION
1
1 1
1 1
__________________ 1
1 1
. 1
INTERNAL AUDIT RISK COMPLIANCE _ _ _ _ _ _ :
Head Audit Chief Risk Officer Head Compliance

Risk Department

CHIEF OPERATING
OFFICER

Finance and Strategy

Deputy
Province/Region IT Department
Head
GSD & Project

Credit Administration
Department

_____________________________

Digital Operations

Central Operations

CSD

_________

CHIEF CREDIT OTHER SUPPORT CHIEF RECOVERY
OFFICER FUNCTION OFFICER
Recovery and

Credit Approval Unit

Operation Department

Trade Operation

Treasury Back Office (TBO)

Collection Unit

Legal Department

Human Resource
Department

BCC & CSR

Service Excellence

Page 1 ‘

_________

_________



Reserve & Surplus
(in Million)
This year: 1,222.00
Last year: 1,186.28
3.01%

Deposits (in Billion)

This year: 50.56 &
Last year: 45.31

1.59%

Lending (in Billion)

This year: 45.37
Last year: 40.45
12.15%

Investment (in Billion) CORE
e year:o25 (L FINANCIAL

25.98%
HIGHLIGHTS

Balance sheet size
(in Billion)
This year: 59.88
Last year: 51.30
16.73%

Share Capital (in Billion) 4 g¥ 1
This year: 3.14 $

Last year: 2.65
18.57%

NPL
This year: 2.31
Last year: 1.61

43.48%




Number of ATM
Machines
This year: 77
Last year: 71

8.45%

Number of Staffs

This year: 955
Last year: 905
5.52%

B Total Deposit Account
b This year: 539,869

IlI[ Last year: 388,457
38.98%

Total Loan Account
£ " This year: 29,977

== Last year: 29,114
2.96%

CORE
FINANCIAL
HIGHLIGHTS

ﬁ Number of Branches
This year: 134

m Last year: 129

3.88%

“ Number of Extension

Counters
% This year:1
Last year: 1

0.00%

Internet Banking
Users
This year: 204,453
Last year: 125,527
62.88%

Debit Card

This year: 56,220
Last year: 45,901
22.48%

OR
This year: 13,247
Last year: 7,289
81.74%
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Core Financial Highlights

1. VALUE ADDED STATEMENT

The value-added statement shows how much value
(wealth) has been created by the bank through
utilization of its capacity, capital, manpower and
other resources and allocated the same to the
stakeholders, employees, government, community,
shareholder and expansion and growth of the Bank.

Value added statementdepictsthe profitgenerated
by collective effort of management, employees,
capital and its utilization which is distributed
among its various stakeholder.

I To Employees

36.96%

40.24%

™% To Government
I 7o Community

I To Share Holders

To Expansion and
Growth

A
0.34%

Application Statement In NPR Million ‘
Particulars 2078-79 2077-78 Changes
Interest Earned 5,836.29 4,090.31 | 42.69%
Other Income 321.50 598.37 | -46.27%
Interest Expense 3,843.58 | 2,554.04 | 50.49%
Other Operating 293.99 26471 11.06%
Expenses

Value Added by 2,020.23 1,869.94 8.04%
Banking Services

Impairment 284.13 272.1 4.42%
Gross Value Added 1,736.10 1,697.82 8.65%
Application

Statement

To Employees

Salaries and other 698.61 623.46 | 12.05%
benefits

To Government

Income Taxes 279.44 269.56 3.66%
To Community

Corporate Social 5.90 598 | -1.35%
Responsibility

To Share Holders

Dividend and Bonus 10.47 522.86 | -78.87%
Share

To Expansion and

Growth

Reserve and Surplus 473.71 69.34 | 583.21%
Depreciation and 189.75 116.12 | 63.40%
Amortization

Deferred Tax (21.78) (9.50) | 129.25%
Total Value Added - 1,736.10 1,697.82 8.65%
Allocation

The value added by the Bank stood at NPR 1,736.10
Million as on Asar End 2079 compared to NPR
1,597.82 Million in previous year.
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2. MARKET VALUE ADDED

Market value is the difference between the market
value and total book value of the bank. It shows the
difference between the current market value of
the bank and capital contributed by investors. It is
the sum of all capital claims held against the bank
plus the market value of debt and equity. Positive
market value added depicts the bank has added
value.

The total market value of the Bank has decreased
by NPR 4,911.85 Million and has reached to NPR
6,631.30 Million. The decrease in market value is
due to the overall decrease in market share of the
bank. Similarly, the total book value of the shares
stands at NPR 4,364.58 Million which has increased
by 13.71%.

In NPR Million
Porticuars
sos a0
(in Million)
s s
(in Million)
4,364.58 3,838.24
6,631.30 11,643.15

Page 15 ‘

3. ECONOMIC VALUE ADDED

Economic Value Added (EVA) is a financial
performance measurement tool which is an
estimate of a Bank's economic profit, or the value
created in excess of the required return of the
Bank's shareholders. EVAisthe profit earned by the
Bank less the cost of financing the Bank's capital.

The bank has generated Economic Value Added
of NPR 138.93 Million as on Asar 2079 which was
NPR 246.06 Million on Asar 2078. Cost of capital
employed is assumed to be averaging around 1%
which is slightly higher than the risk-free rate due
to inclusion of market risk premium.

In NPR Million
Net Operating Profit after tax 590.09 598.18
Average Shareholder Fund 4,101.41 3,521.15
Cost of Capital 1% 10%
Cost of Capital Employed 451.16 352.1
Economic Value Added 138.93 246.06
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As of FY 2078/79 (2021/22)

S.N Particulars No. of Staffs

1 Male Staffs 570(59.69%)
2 Female Staffs 385(40.31%)
S.N Age Group No. of Staffs
1 Below 20 yrs 5(0.52%)
2 20-30yrs 538(56.34%)
3 30-40yrs 346(36.23%)
4 40-50yrs 54(5.65%)
5 Above 50 yrs 12(1.26%)

GENDER WISE

59.69%

- Male - Female

AGE WISE

1.26%
5.56%

\ 0.52%

36.23%

56.34%

M 7bove 50 yrs M s0-50 yrs M 30-40 yrs

I 20-30yrs M Below20yrs
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PKF T. R. Upadhya & Co. PKF

INDEPENDENT AUDITOR"S REPORT
TO THE SHAREHOLDERS OF KAMANA SEWA BIKAS BANK LIMITED

Repar on the Audit of the Financial Statements
Dypinion

We have audied the inancial stalements of Kesmang Sewa Bkas Bank Limded rederred booas the "Bank™),
which comprige the statement of financial pasition as &1 Ashadn 12, 2070 (16 July 2022} and iha stalemean
of profit o loss, slaterment of comprehensiva income, stalement of cash fiews, statament of changes n
oquity far the year than ended and nates 10 he financial stefements, including a summary of sonifican
accounting policies.

In cur opinin, the accompanying financiad statemenls present fainy. in all matanal reepects, the financal
postion of the Bank as at Ashadh 32, 2078 (16 July 2022). its financial perfarmance, and (s cash Bows far
the year then onded n accardance with Mepsl Financial Reporing Standards (NFRSs),

Hasis far Qpiiar

Wi condueted our audt in secordance with Napal Standards an Auditing (WSAs). Cur responsibilities urder
thosa stardards are furdher described in the Audtor's Respansibilities for he Audit of the Francial
Stataments seclion of our report. We are indapendent of the Bank n accordance with ICAN's Handbook of
Crde of Ethics far Profassional Accourtants, ogather wilh ihe sthical reguirgrmants thal ane rodavant 1o aul
audil ol ingncial slatemant= in Mapal, snd we have fullilies sur oher mifizel ragpanaibdilies in acoordance
wilh fhese requirerrsints and the ICAN's Handbopk of Code of Ethics for Professionsd Accountants We
baligva {hat the sudd evikleance we lsave oblaned = sulcerd and Appropniate 0o provide a basis for our
Gprion

Ky Audit Matters

Fay audit matiers are hose mathars that in our prafessional judgema, were of most significance # aul
audi of the financial stalements of the current period. These mathers were nddressed in tha conbexd of o
audit of the financial sialements as a whosa, end In farming o Spinion theraon, and we do not provide &
sepRRIE OHMON o1 Ethese matiars

Wa have determined ihe malters described below % be the key audit maters 1o be cammunicatod in ow

report
#) Information Technobegy (*IT7) systems and contrats impacting financial reporting in relateon
to the Bank
ooy Auedit Matter Hew sur audit addressod the key audil matier

e IT environment of the Bank s comples  |r assessing the mbegrity of the IT systems relevant for
ard nyodves 8 farge numoer of indepandent  Nrancial  reporting,  our team  oblaled  an
ardl Irterdependent IT systerms used m e unoderstanding of the 1T infrasuchine @0 IT sysiers
eperations of the Bank for processing ang  relevant bo the Bank's fmancal reporting process for
ecodding 8 large wvoluma of ansackons sl evaluation ard testing of relevant |T generml controts
NUMsraLE |ecatans, gl IT apglication condrals,

We gathenad 8 camprahengive understarding of 1T
applications landecaps implemenisd at the Bank I

124, Lal Colomy Marg, Lal Durbae, Kathmandu, Nepal
Tal: +877 01 4510927, 4877 01 45200026, Faxs 577 01 4513307 phi.trunco.com.np
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The accuracy and reliabiky of the fmancial
reporiing process depands bn (he IT sysisms
and the nelabag confrol emviianman, H'Iﬂl..l'ﬂlf‘ﬂ:

®* T peraral conbols ower UBET  BCCESS
managemen and change managemont
dorgdsd gpplicafions, relwarss, dalabase
and oparating systems;

v [T sppiication conkmls

D 1o the pervosyve nabure, complexity and
impomance of the impact af the IT systems
and refated control arveoinmant on the Bank's
francial reparicg process, we have identified
tostng of such IT syslems and ralatad opotro
ervronment as a Key Auds Matier far the
CUITENS year sudht

was fallowed by precess understandng, mapping of
apalicabong b ihe same ard understarding inarcial
nakd poded by pesple-process and lBchaoiogy

We aled assessed ihe operating effectiveness of
gorinels owar granhng, removal and porodical noview
of mosess rghis, We fuiher besbed segregalicn ol
dulies, Inciuding preveniive controls b0 ensure thal
BCoAsE b0 chenge apphcations. the oparabng Syslem
or databasaes in tha producton envionmend wens
granted only 10 @ulthotized persaonnel

ihar arsas thal wene aesessed under 1 T conbiol
endircnmant was whether recquests far access o
gyeiema were approanalely Iogped. reveewed and
authonrzal Enlity lewst comnals paaining o policy
ard procedurs wene also pan of our audit procedire

Whare defciencies  wese  denlified. we . lesied

companmabng  contrals or peEdormed  aliemate
procachires

b} Identification and provisioning far non-perfforming asseds ('NPAS') in relation to tha Bank

Tatal Leans and Advances (Nei of Provision) as af 32 Ashad 2070 MPR 44,161,058 millon,
Proviaion for NP& as a1 37 Ashad 2078 NPR 1208, 38 million

(Rofar Mote 3.5, 4,6, 4.7 of tha financial stademanis)

Hey Audii Matter

The Mepal Hastra Bank ("MRB") guideines on
I'B'EIJ'!;'II"I}II of Enlares] Income ard Linifsg
Circular prescrioes fhe predaental noms for
Incamer. Recogntion,  |denbficabon and
Chassificaton of Mon-Parformng  Advances
art Pravisioning for Loans and Advances

Tha Bark 15 also requied to apoly ks
[udpemsEnt ta determins the ideniificatian and
provision requred against NPAS by apalying
quantitative &5 wall 55 guatiatye factars

Tha risk ol Mentdcatan of NPAS is affedted
by faciors Boa stréss and Squidity cancams in
oariin pECo

The prowsioning for denbded MNPAs B
esbimabed haded on ageing and classdicatan
af WFAE, recovery eslimabas, valua of sacunby
and other qualilalive factars and & subject 1o
1P Fimmuen RrEASE0MINg rarme EI}El}Fﬂ =%

How our audit addrossed the key audit matber

Our Key procedures irchided, bul were ol mited o
1 Falkawing

Ay We understood the process & contrals, tesied
ihe design and operalirg effeclivensss of key
contmils, inclsding IT based conbrals, focusing
on Bhe falkowing

b1 - Approved of mew kEnding faciiles againsr o
Bank's oradn policies and the perlormance of
arnual lean assasamenks

ci Cordrais aver ihe monilonng of credit quakly
which amongst ather things included, the
mantarmp of owerdue renons; drawing power
il pranding sasurity crasion

db Idemificeton and ciassificaticn of NP&E in ling
with NRB's cecular, I impairmae
requirement as per corve oul on WFRS 9
provided by the Bars ard cerisin qualiisive
aspects, and

a)  Asmessmenl of adequacy of NP prisndgiong
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WRE pnd impaiment of nsk assats as  per beirg Ihe haghear of NRB noems and carde oul
carye aud provided by AN, an NFRS § proeided By i0AN

The idenfifization of NPAs and proveioning Bl Ta test the idendification of loans wih delsul
for advances require significant level of events and alher Iriggens, wa salacled a
patEmation and geen s sgnifcanca o the sampie of perfarmang ioans and mcapandenily
cwarall audif including passibie chseralion by BEsagsed 38 b0 whethar thare was a need b
WRE whish could resdll inte disclosure in e classiy such loans as NPAS

financial stalemsnis 2l Parfomed mguires with tha onedit and rsk
Thi risk of deficil in collaberal &s requined by depariments (o ssceriain ¥ Ware  wars
NRE Diractivas 2 for fha credit faciliy irdicators of glress or Bn pocurnanca of an
provided 1o varlous barmowers. which may avent of dataull in & patcular lan accaent ar
cavss Tnancial inss ko the bank, ary product categary which neaded to ba

consiened as HPA
Cotsdering the sknilicance of ke above

matmr % the fnancipl salemants, e di hHeld speclc  discussikne wih he
heighiened  regulstory  inspeciions . and managamant of the Bank on seciors where
siimicact midior SlANGH-Tequire. wi have Ihere f8 percewed eredil risk and e staps
idarbfied Ihis a8 a Key Audit Maltar far the taken fo mitipate the nsks 1o identfad sectors
curmeEnt year audil

8) fs per our veview  of dhe  mmpairmand
calculation, we noled Sal e rrpacrecd
calculaied Peghar of 1ha falipwing prascnbod
malhad

fi MNRE Reguiation;

Rl MNFRS Prooouncament with spacinc: refarance
to Carve cut an KWFR 5.9 provaded by ICAN.

fnformation otfver that the Financisl Statements and Auditer's Repast ferasn

Karsgamend & responsibie far tha alher wiformaten. The ofher inlprmason comprises the information
inclisded in the Report of e Boand af Ciractars (BO, inckiding annaxures 1o ihe BOO's Repot, but deas
mal inciude (e Eranciel sfatmenis and our sudior's mpod herean The anneal report inclding the repan
af the Boand of Direcikers = expecied b be mada availabla S us after the dade of the sudibars repan

Qwr opimian an the financel stalemams doss nal cower the ofher mformaticn Bng wo do not express any
form of assurarce conclusion (Barean n connechon wih our acdil of fha- fnancial stabements. ow
reaponaibility 1 o read e aller mlormstion abavs whan il becomes seallable and, in doirg & consldel
ahefher the alber information = matanally incanssen with the financial staiements of our knawladge
chignad in Me udk or othenwise appears io be mabenally missiaied.

Winen we fesd the annual repeet includirg the reget of the Board of Directors. IF we canciude that here s

a malerial misstabamenl therein, we 8re required o commuenicatn 1he maier 1o ibose charged wilih
oovernance

Responsibifities of Mansgement and Those Chargped with Govornanca for the Fmancial
Statemants

Management 15 mesponsicle far the preparation and fair prasentaion of e fmencle slEiemants in
accordanca wih NFRSs and far such inferral candral as maragpament delerminee i nBCEsETY 10 eananle
iha praparaton of firancal staternents thal are free from materisl msEsistemenl wheihar disa o raud ar
|rTor
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In preparing the Bnancial staternents, managament |6 responsitie for assessing tha Bark's Bbilily ko
CONENUS B3 4 going cancem, discloeng, as applicable, malbers relafed fo going corcern and using ihe
poing concem basis of accounting unless management mther miends o kquedete the Bank ar i o
oparaliens, ar kas no resfstc alternative bl o de sa

These charged with govarnance ane respansible for overseaing ihe Baak's Fnancie! repanting process

Auditor's Hesponsibiifty for Auall of the Finencial Statermants

Our pojechives ane to cobain reasorable essurance aboul whether te inancial statemernts as a whola amn
fran from materal misstatement, whather dus fo fraed or arror, 8nd o issue an audior's rapan that indisdes
aur opiron. Reasshable sssuramce is a kigh level of sssurence, but = rot-a guaranbee that an sudi
canducted in accondence wilh NSAs will sways datect a melers! misstatement when it axisls
bMisstatements can arise from fraud or armr and are considersd material I, individualy ar 0 ik egpregete

thiey coud masenably ba expesied by influence e Bcoramis decisions of usars fken on iha bagis of
Thise Bnancial statlmmanis

As pant of an audt in acoordance with NEAS, we axacise professional judgmant and mamntain prafessianal
skppticism Mroughaul the msdi Wa alsg:

= ldeniily 8nd assess tha rsks of matenal mssiatement of Tha financsal stataments, whether due fo fraud
or &frof, dealgn and parlorm gud procadures respensive te those risks, &nd chian audit evidence
Thatis sufficient and apprepriate 1o provide 3 Desis for our oinion. The risk of not deteching @ malsial
messiatamanl reeulling from fraud & higher than for ane resulbng fram ermor, a5 fraud may invoive
rollusion, forgary, nbantfional omesEsars, misrppreseniations, or ke averride of irtemal cannal

= Obtmn an wnderstanding of imermal conirol relevant io the sudit in order to design sudit procsdures

ihal are approprste n e circumsiances, but net for the punpose aof expeessing an opimiar an the
efacibanass ol the Bank's insarmal contal

*  Evaluie the approprialeness of accourting podcles used and the reasonabioness of accountng
pshmaies and relabad disdosises made by maragament

»  Canchge on the approgriabenass of management's use of the going concern basis of accaunting snd
based an the audd avidense chlained, whalher a matenal uncaralnly ezisls relaied o everts ar
conditions. hat mey casl significant doubi on the Bank's abity to conlinue B a giing soncen. iF we
cenclude that @ materigd uncertainly exisl we are requirad 1o drass atention in gur suditars repar o
ihe refaied discinsures in the lnarcal slatements ar, il such declosuras ae inadaaupie 1o rmicsdily i
ofinian, Our conclusions &a Dessd on (e sudl evidence ablained up to ine date of aw Gudiled s

reparl. Howeyer, fulure events or condans méay causs ihe Bank o cease o conbinue & @ going
CERICEM,

*  Evaluale Ihe overal presentation, structire &nd conbant af ke irancal sfatements. inclding iha
dizciasures, snd whelhar the financial sistements représan (e underlying ransaclions and evants in
& marines thal ochdyes fair presaniasion

W communcate with thess charped with govemance regarding. among other matiees, (he planmned soaps
ard limwng of tha suEt and significant sudit indings, mcluding any sgnedcant daticiencies iniresral sontial
hat we idenbly during eur gudi.

Ve also provics those changed with gowarnanca wih & alalemant thal we have complied wilh relavar
effical requitements regarding independance, and b communcals with them all relalicnships and ather
irattars (Kol may reosonably be thought o baar an our irdependence. and where applcable, reiaied
safaEIArE
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Fram the rallars cormrmumscated with thosa chargad with governanca, we deleming those matiens mhatl
were o mosl significance in the audit of tha financsal sistements of the curend penod and are Herelos
ihe ke audit matters, We describs these matiers 0 our BudRors port urdess law o requiation precudes
putlic disclosure about thie matter of when, n ekrarsly @re cicumstances, we delerming that a matier
shoud nol ba communicaled n our reporl becadss the adverse consequerces of doing 5o wousd
rapsonably be axpacied b outwegh the public inierest benefits of such cammenication

Repaort an the Other Legal and Regulatory Reguirements

W have obtained infaf mation and explanalions asked for, which, io tha best of our inowiedge ard befiel,
were necansary for e puipese of our auds |n aur opinion, the statemant of firancial position as st 15
July 2023 (52 Ashad 2073), the stddement of profil o loss, stalemant of comarahensiva incoms_ siatemenl
ol ehanpes in-equity and staiemant of cash flows for the year then ended @nd nedes o the fmancial
stalemants, including summany of signifcant accoenting policies have prepared in the farmat prascribed
by the Mepal Rastra Bank Linshad Directives Mo, 4 @nd [0 acceedance with {be requiremants of the
Companies Act, 2063 and are n egreament with (e badks of account maintained by the Bank; and proper
beoks of account as raguired by lew including relevant records refaling to preganation of the adoresald
fnancial statemeats nave Been Kapt 5o far 88 L apgears from aur axamnation of thoss books and records
ol the Bank. |n ow opinan the relems recesved from the ranches wera suMicienl ler e purpose of e
audil though fhase stalements waere independanily not audied.

in owr oprion, sa far as appesred from ow exammalion of the books, the Bank has mamined adoguale
capkal funds and aseguale provisians lor possible immarment of assets in accordance it the dretives
of Hapal Rasira Bank

Ta the bast of our indormation and sccording b explanalions ghen 16 us and so fir appeared from our
examinatan af the books of Bocound af the Benk, we heve rol came aoross cases when Bosd of Directars
or any emplyees of tha Bank have acied contrary 10 the provisions of law redaling to the acoounts, o
cormmitled amy misapproprabion or causad loss of damage ke the Bank and votatad ary ditectieas of Napal
Fastra Bank or atted in a mannar to jecpardiza tha ntergst and securily of he Sank, ils depcsilars and

myEsiors except o H:-Ir! reiahng 1z cartain problemats lpans as rafarmed 16 sa8ctan 3 5.7 in Nolas o
Arcaunis s

gr— II'-..- 4
b s ;"

Sanjeey Kumar Mishra
Parirar

FKF T R Ugediya & Ca
Charlsrad Accoualanis

124 Lal I:Dhny Marg, Lal Durtar, Kalhmandu, Meapal
Daie 30 Mamch 2023

UDIM Mo: 2304000 AR BlglEBLID
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KAMANA SEWA BIKAS BANK LIMITED
Statement of Financial Position
As on 32 Ashadh 2079

Particulars ‘ Note ‘ Current Year‘ Previous Year
Cash and Cash Equivalent 4.1 6,299,336,225 4,401,235,416
Due from Nepal Rastra Bank 4.2 1,234,516,965 940,622,266
Placement with Bank and Financial Institutions 4.3 - -
Derivative Financial Instruments 4.4 - -
Other Trading Assets 4.5 - -
Loans and Advances to BFls 4.6 1,798,623,002 952,703,267
Loans and Advances to Customers 4.7 42,362,425,918 38,580,550,842
Investment Securities 4.8 6,261,364,873 4,972,529,625
Current Tax Assets 4.9 34,223,075 46,952,495
Investment in Subsidiaries 4.10 - -
Investment in Associates 4.1 - -
Investment Property 4.12 237,680,213 34,810,000
Property and Equipment 4.13 1,200,766,701 613,077,820
Goodwill and Intangible Assets 4.4 14,785,051 100,534,705
Deferred Tax Assets 4.15 75,189,304 28,379,326
Other Assets 4.16 362,788,627 633,508,463
Total Assets 59,881,699,953 51,304,904,226
Due to Bank and Financial Institutions 4.17 4,303,589,712 1,106,024,820
Due to Nepal Rastra Bank 4.18 2,809,542,033 599,786,423
Derivative Financial Instruments 4.19 - -
Deposits from Customers 4.20 46,256,070,297 44,200,605,720
Borrowings 4.21 - -
Current Tax Liabilities 4.9 - -
Provisions 4.22 16,045,256 25,824,308
Deferred Tax Liabilities 4.15 - -
Other Liabilities 4.23 1,137,734,070 541,440,648
Debt Securities Issued 4.24 994,139,255 992,982,007
Subordinated Liabilities 4.25 - -
Total Liabilities 55,517,120,623 47,466,663,926
Share Capital 4.26 3,142,577,022 2,651,963,732
Share Premium - -
Retained Earnings 146,719,988 527,521,035
Reserves 4.27 1,075,282,320 658,755,534
Total Equity Attributable to Equity Holders 4,364,579,329 3,838,240,300
Non Controlling Interest - -
Total Equity 4,364,579,329 3,838,240,300
Total Liabilities and Equity 59,881,699,953 51,304,904,226
Contingent Liabilities and Commitments 4.28 1,301,008,046 170,357,616
Net Assets Value per share 138.89 144.73

As per our report of even date

Sudeep Acharya Bhim Prasad Tulachan Chaturakhar Adhikari Dev Krishna Kafle CA Sanjeev Kumar Mishra
Chairman Director Director Director Partner
PKF T.R. Upadhya & Co.
Chartered Accountants

Sita Ghimire Bishweshwar Subedi Balaram Baral Binay Dahal Sunil Pandey
Director Director Director Acting Chief Executive Officer Head - Finance & Strategy

Date : 30 March 2023
Place : Kathmandu
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KAMANA SEWA BIKAS BANK LIMITED

Statement of Profit or Loss
For the year ended 32 Ashadh 2079

Particulars ‘ Note ‘ Current Year‘ Previous Year
Interest Income 4.29 5,836,290,879 4,090,314,629
Interest Expense 4.30 3,843,576,168 2,554,044,452
Net Interest Income 1,992,714,712 1,536,270,177
Fee and Commission Income 4.31 295,329,060 338,368,753
Fee and Commission Expense 4.32 13,516,556 7,366,778
Net Fee and Commission Income 281,812,503 331,001,974
Net Interest, Fee and Commission Income 2,274,527,215 1,867,272,151
Net Trading Income 4.33 95,047 44,822
Other Operating Income 4.34 39,594,072 267,326,680
Total Operating Income 2,314,216,333 2,134,643,653
Impairment Charge/ (Reversal) for Loans and Other Losses 4.35 284,127,846 272,112,605
Net Operating Income 2,030,088,488 1,862,531,047
Operating Expense

Personnel Expenses 4.36 698,610,064 623,457,603
Other Operating Expenses 4.37 276,855,390 262,564,924
Depreciation & Amortisation 4.38 189,745,298 116,124,379
Operating Profit 864,877,736 860,384,141
Non Operating Income 4.39 - -
Non Operating Expense 4.40 17,133,739 2,143,348
Profit Before Income Tax 847,743,997 858,240,793
Income Tax Expense

Current Tax 4.4 279,435,266 269,564,022
Deferred Tax (21,776,555) (9,498,969)
Profit for the Period 590,085,285 598,175,740
Profit Attributable to:

Equity-holders of the Bank 590,085,285 598,175,740
Non-Controlling Interest - -
Profit for the Period 590,085,285 598,175,740
Earnings per Share

Basic Earnings per Share 18.78 22.56
Diluted Earnings per Share 18.78 22.56

As per our report of even date

Sudeep Acharya Bhim Prasad Tulachan Chaturakhar Adhikari Dev Krishna Kafle CA Sanjeev Kumar Mishra
Chairman Director Director Director Partner
PKF T.R. Upadhya & Co.
Chartered Accountants
Sita Ghimire Bishweshwar Subedi Balaram Baral Binay Dahal Sunil Pandey
Director Director Director Acting Chief Executive Officer Head - Finance & Strategy

Date : 30 March 2023
Place : Kathmandu
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KAMANA SEWA BIKAS BANK LIMITED

Statement of Other Comprehensive Income
For the year ended 32 Ashadh 2079

Particulars ‘ Current Year‘ Previous Year
Profit for the year 590,085,285 598,175,740
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 (90,455,705) 61,726,394
Gains/(losses) on revaluation - -
Actuarial gains/(losses) on defined benefit plans 7.010,961 (2,787.237)
Income tax relating to above items 25,033,423 (17,681,747)
Net other comprehensive income that will not be reclassified to profit or loss (58,411,321) 41,257,410
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 (58,411,321) 41,257,410
Total Comprehensive Income for the Period 531,673,964 639,433,150
Total Comprehensive Income attributable to:
Equity-Holders of the Bank 531,673,964 639,433,150
Non-Controlling Interest - -
Total Comprehensive Income for the Period 531,673,964 639,433,150

As per our report of even date

Sudeep Acharya Bhim Prasad Tulachan Chaturakhar Adhikari Dev Krishna Kafle CA Sanjeev Kumar Mishra
Chairman Director Director Director Partner
PKF T.R. Upadhya & Co.
Chartered Accountants
Sita Ghimire Bishweshwar Subedi Balaram Baral Binay Dahal Sunil Pandey
Director Director Director Acting Chief Executive Officer Head - Finance & Strategy

Date : 30 March 2023
Place : Kathmandu
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KAMANA SEWA BIKAS BANK LIMITED

Statement of Cash Flows
For the year ended 32 Ashadh 2079

Current Year‘

Interest Received

5,423,004,803

3,832,266,700

Fee and Other Income Received 295,329,060 338,368,753
Dividend Received - -
Receipts from Other Operating Activities 18,467,094 253,771,334
Interest Paid (3,672,655,197) (2,521,789,151)
Commissions and Fees Paid (13,516,556) (7,366,778)

Cash Payment to Employees

(5692,242,943)

(539,665,942)

(293,989,129)

(264,708,272)

Other Expenses Paid

Operating Cash Flows before Changes in Operating Assets and Liabilities

1,164,397,132

1,090,876,643

Due from Nepal Rastra Bank (293,894,699) 134,139,208
Placement with Banks and Financial Institutions - -
Other Trading Assets - -
Loans and Advances to BFls (845,919,736) 23,957,940

Loans and Advances to Customers

(3.637,386.,210)

(12,654,532,828)

Other Assets

(380,839,840)

(206.,610,257)

Due to Banks and Financials Institutions

3,197,564,891

44,480,323

Due to Nepal Rastra Bank

2,209,755,610

599,786,423

Deposit from Customers

2,055,464,577

12,294,629,096

Borrowings

599,090,933

117,130,893

Other Liabilities

Net Cash Flow from Operating Activities before Tax Paid 4,068,232,660 1,443,857,441
Income Tax Paid (257,658,711) (260,065,053)
Net Cash Flow from Operating Activities 3,810,573,949 1,183,792,388

Purchase of Investment Securities (1,288,835,248) 786,886,477
Receipts from Sale of Investment Securities - -
Purchase of Property and Equipment (80,382,429) (82,138,127)
Receipts from Sale of Property and Equipment 9,620,857 8,067,993
Purchase of Intangible Assets (2,607,050) (93,555,857)

Purchase of Investment Properties

Receipts from Sale of Investment Properties

(202,870,213)

(25,200,000)

Interest Received 268,797,211 258,047,929
Dividend Received 21,222,025 13,600,168
Net Cash Used in Investing Activities (1,275,154,847) 865,708,582

Cash Flows From Financing Activities

Receipts from Issue of Debt Securities

1,000,000,000

Repayments of Debt Securities

Receipts from Issue of Subordinated Liabilities

Repayments of Subordinated Liabilities

Receipt from Issue of Shares

Dividends Paid

Interest Paid

(183,497,534)

(32,255,301)

Other Receipts/Payments

(453,820,760)

(326,914,387)

Net Cash from Financing Activities (637,318,293) 640,830,312
Net Increase (Decrease) in Cash and Cash Equivalents 1.898,100,808| 2,690,331,282

Cash and Cash Equivalents at Shrawan 01, 2078

4,401,235,416

1,710,904,134

Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held

Cash and Cash Equivalents at Ashadh 32, 2079

6,299,336,225

4,401,235,416

Sudeep Acharya Bhim Prasad Tulachan Chaturakhar Adhikari
Chairman Director Director

Sita Ghimire Bishweshwar Subedi Balaram Baral
Director Director Director

Date : 30 March 2023
Place : Kathmandu

Dev Krishna Kafle
Director

Binay Dahal
Acting Chief Executive Officer

As per our report of even date

CA Sanjeev Kumar Mishra
Partner
PKF T.R. Upadhya & Co.
Chartered Accountants

Sunil Pandey
Head - Finance & Strategy
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KAMANA SEWA BIKAS BANK LIMITED

Statement of Distributable Profit or Loss
For the year ended 32 Ashadh 2079

(As per NRB Regulation)

Particulars Current Year Previous Year
Net profit or (loss) as per statement of profit or loss 590,085,285 119,709,082
Adjustment/Restatement 26,272,197 633,007
Opening bal in retained earnings 527,521,035 598,175,740
a. General reserve (118,017,057) (119,635,148)
b. Foreign exchange fluctuation fund (443,694) (51,5633)
c. Capital redemption reserve - -
d. Corporate social responsibility fund (5,900,853) (5,981,757)

e. Employees’ training fund

(11,620,176)

f. Other

>Investment adjustment reserve

>Deferred Tax

>Bonus Share

(490,613,290)

(111,768,380)

>Cash dividend (25,822,171) (5,882,546)

>Merger - -

>CSR Expenses - 1,971,643

>Training expense 10,508,425 -
Profit or (loss) before regulatory adjustment 501,970,701 477,170,109
a. Interest receivable (-)/previous accrued interest received (+) (116,166,879) 20,059,524
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/resersal (+) (133,862,534) (15,876,000)
e. Deferred tax assets recognised (-)/ reversal (+) (46,809,978) 8,182,778
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/resersal (+) - -
h. Acturial loss recognised (-)/reversal (+) 4,907,673 (1,951,066)
i. Fair value Loss on investment (63,318,994) 39,935,689
j. Other (+/-) - _
Distributable profit or (loss) 146,719,988 527,521,035

Sudeep Acharya Bhim Prasad Tulachan
Chairman Director

Sita Ghimire Bishweshwar Subedi
Director Director

Date : 30 March 2023
Place : Kathmandu

Chaturakhar Adhikari
Director

Balaram Baral
Director

Dev Krishna Kafle
Director

Binay Dahal
Acting Chief Executive Officer

As per our report of even date

CA Sanjeev Kumar Mishra
Partner
PKF T.R. Upadhya & Co.
Chartered Accountants

Sunil Pandey
Head - Finance & Strategy
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1.1REPORTING ENTITY

Kamana Sewa Bikas Bank Limited is a limited
liability company domiciled in Nepal which has
been in operation in Nepal since 2064/02/24
(2007/06/07). The Bankis registered with the Office
of Company Registrar as a public limited company
and carries out banking activities in Nepal under
the license from Nepal Rastra Bank as Class “Kha"
licensed institution (National Level). It's registered,
and corporate office is at Kathmandu, Nepal.

The Bank merged with Sewa Bikas Bank Limited in
the Fiscal year 2074/75 and started joint operation
from 20th Shrawan, 2075.

The Bank offers maximum banking services of
banking products and services including loans and
advances, deposits etc. to wide range of clients
encompassing individuals, corporates, large public
sector companies, government corporations, etc.
as authorized by the Nepal Rastra Bank (Central
Bank of Nepal).

The Bankis listed on Nepal Stock Exchange and its
stock symbolis "KSBBL".

1.2 SUBSIDIARY/GROUP

Subsidiaries are investees that are controlled by
the Bank. Control is achieved when the Bank is
exposed, or has rights, to variable returns from its
involvement with the investee and has the ability
to affect the returns of those investees through its
power over the investee.

The bank does not have any subsidiary company.

1.3 PRINCIPAL ACTIVITIES OF THE BANK

Principal activities of the Bank comprise banking
services including financial intermediation,
trade finance services, remittance, treasury,
cards and e-banking, agency services and
other ancillary banking services to a diverse
clientele encompassing individuals, corporates,
multinationals, state owned enterprises, public
sector companies, developmental aid agencies,
embassies, NGOs and INGOs.
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2.1 BASIS OF PREPARATION

The Financial Statements of the Bank have been
prepared in accordance with the requirement of
Nepal Financial Reporting Standards (NFRS) as
published by the Accounting Standards Board
(ASB) Nepal and pronounced by The Institute of
Chartered Accountants of Nepal (ICAN) and in the
format issued by Nepal Rastra Bank in Directive
No. 4 of NRB Directives, 2078. The Bank has opted
for certain carve outs which are briefly described
in Notes to Accounts. The Financial Statement
comprise of:

- Statement of Financial Position (SOFP) stating
the financial position of the Bank as at the end
of reporting period;

- Statement of Profit and Loss (SOPL) and
Statement of Other Comprehensive Income
(SOCI) stating the financial performance of the
Bank for the reported period ended.

- Statement of Cash Flow(SOCF)stating the ability
of Bank to generate Cash and Cash Equivalent.

- Statement of Changes in Equity (SOCE) stating
all the changes in Equity of the Bank during the
reporting period.

« Notes to the Financial Statements comprising
summary of Principal Accounting Palicies
and explanatory notes that are of significant
importancetotheusersof Financial Statements.

2.2 STATEMENT OF COMPLIANCE

The financial statements have been prepared and
approved by the Board of Directors in accordance
with Nepal Financial Reporting Standards (NFRS)
and as published by the Accounting Standards
Board (ASB)Nepal and pronounced by The Institute
of Chartered Accountants of Nepal (ICAN) and in
the formatissued by Nepal Rastra Bank in Directive
No. 4 of NRB Directives, 2078. These financial
statements comply with the requirements of the
Companies Act, Banking and Financial Institutions
Act and also provide appropriate disclosures
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required under regulations of the Securities Board
of Nepal (SEBON).

2.3 REPORTING PERIOD AND APPROVAL OF
FINANCIAL STATEMENTS

For the preparation of financial statement, Bank
has adopted the NFRS pronounced by ASB during
the fiscal year 2078/79. To comply with the NFRS
provisions following dates have been considered
for the reporting time period.

Financial state- | English date Nepali
ments dates

Statement of Fi- | 16 July 2021-16 | 1Shrawan 2078~

nancial Position | July 2022 32 Ashadh 2079
Comparatives 16 July 2020-15 | 1Shrawan 2077-
July 2021 31 Ashadh 2078

The Board of Directors of the bank has authorized
the financial statement vide its resolution dated 30
March 2023 and recommended for its approval by
the Annual General Meeting of the shareholders.

Responsibility for financial statements

The board of directors of the Bank is responsible
for the preparation of financial statements of
the Bank which reflects a true and fair view of
the financial position and performance of the
Bank. The board is of the view that the financial
statements in its entirety have been prepared in
conformity with the prevailing financial reporting
standards, regulations of the Nepal Rastra Bank
and the requirements of the Companies Act.

The board of directors acknowledges their
responsibility for financial statements as set out in
the Statement of Director's Responsibility’and in the
certification on the statement of financial position.

2.4 GOING CONCERN

The financial statements are prepared on a going
concern basis, as the Board of the Bank is satisfied

that the Bank has the resources to continue in
business for the foreseeable future. In making this
assessment, the Board of Directors has considered
awide range of information relating to present and
future conditions, including future projections of
profitability, cash flows and capital resources.

2.5 FOREIGN EXCHANGE TRANSACTION

Foreign Exchange Transactions Assets and
liabilities denominated in foreign currencies as
on the balance sheet date have been converted
into local currency at mid-point exchange rates
published by Nepal Rastra Bank after adjustment
for effective trading rate.

2.6 FUNCTIONAL AND PRESENTATION
CURRENCY

Thefinancial statements of the Bank are presented
in Nepalese Rupees(NPR), which is the currency of
the primary economic environment in which the
Bank operates. Financial information is presented
in Nepalese Rupees. There was no change in the
presentation and functional currency during the
year under review. The figures are rounded to
nearest integer, except otherwise indicated.

2.7 USE OF ESTIMATES, ASSUMPTIONS AND
JUDGEMENT

The Bank, under NFRS, is required to apply
accounting policies to most appropriately suit
its circumstances and operating environment.
Further, the Bank is required to make judgmentsin
respectofitemswherethe choice of specific policy,
accounting estimate or assumption to be followed
could materially affect the financial statements.
Thismay later be determined thatadifferent choice
could have been more appropriate. The accounting
policies have been included in the relevant notes
for each item of the financial statements and the
effect and nature of the changes, if any, have been
disclosed. The NFRS requires the Bank to make
estimates and assumptions that will affect the
assets, liabilities, disclosure of contingent assets
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and liabilities, and profit or loss as reported in the
financial statements. The Bank applies estimatesin
preparing and presenting the financial statements
and such estimatesandunderlyingassumptionsare
reviewed periodically. The revision to accounting
estimates are recognized in the period in which the
estimatesarerevisedandare applied prospectively.
Disclosures of the accounting estimates have
been included in the relevant sections of the notes
wherever the estimates have been applied along
with the nature and effect of changes of accounting
estimates, if any.

2.8 ACCOUNTING POLICIES AND CHANGES IN
ACCOUNTING POLICES

There are different accounting principles adopted
by management and these policies are consistently
applied to all years presented except or changes
in accounting policies that has been disclosed
separately.

The Bank, under NFRS, is required to apply
accounting policies to most appropriately suit
its circumstances and operating environment.
Further, the Bank is required to make judgments in
respect of itemswhere the choice of specific palicy,
accounting estimate or assumption to be followed
could materially affect the financial statements.
Thismay later be determined thatadifferent choice
could have been more appropriate. The accounting
policies have been included in the relevant notes
for each item of the financial statements and the
effect and nature of the changes, if any, have been
disclosed.

2.9 REPORTING PRONOUNCEMENTS

The Bank has, for the preparation of financial
statements, adopted the NFRS pronounced by
ICAN. The NFRS conform, in all material respect,
to International Financial Reporting Standards
(IFRS) as issued by the International Accounting
Standards Board (IASB).
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However, the Institute of Chartered Accountants
of Nepal (ICAN) vide its notice dated 20 November
2020 and 18 July 2022 has resolved that Carve-
outs in NFRS with Alternative Treatment and the
effective period shall be provided to the Banks
and Financial Institutions regulated by NRB on the
specific recommendation of Accounting Standard
Board (ASB). Details of carve-out provided are as
follows.

2.9.1NFRS 9: FINANCIAL INSTRUMENTS

a) As per Para 5.4 read together with appendix A
(Defined Terms) relating to Effective Interest
Rate, Effective interest rate is the rate that
exactly discounts estimated future cash
payments or receipts through the expected
life of the financial asset or financial liability to
the gross carrying amount of a financial asset
or the amortized cost of financial liability.
When calculating the effective interest rate, an
entity shall estimate the expected cash flows
by considering all the contractual terms of the
financial instrument (for example, prepayment,
extension, call, and similar options) but shall
not consider the expected 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 anintegral part of the effective
interest rate (see paragraphs Rs.4.1-8s.4.3),
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 reliably estimate 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).
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Optional: The carve-out is optional. If any entity
opts to use this carve-out that should be disclosed
inthefinancial statementswithitsmonetoryimpact
in the financial statements as far as practicable.

combined effect of several events may have
caused the impairment. Losses expected as
aresult of future events, no matter how likely,
are not recognized. Objective evidence that a

b) As per Para 5.5, Impairment, for impairment and

uncollectibility of financial assets measured
at amortized cost, the following provision have
been made.

1) An entity shall assess at the end of each
reportingPeriodwhetherthereisanyobjective
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 paragraph 5 (given below)
to determine the amount of any impairment
loss unless the entity is a bank or financial
institution registered as per Bank and
Financial Institution Act 2073. Such entities
shall measure impairment loss on loans and
advances as the higher or amount derived
as per the norms prescribed by Nepal Rostra
Bank for loan loss provision and the amount
determined as per paragraph 5 (given below)
and shall apply paragraph 5 (given below) 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
impairmentlossdeterminedas per paragraph
5(given below).

2) A financial asset or a group of financial
assets is impaired and impairment losses
are incurred if, and only if, there is objective
evidence of impairment as a result of one or
more events that occurred after the initial
recognition of the asset (a 'loss event') and
that loss event (or events) has an impact
on the estimated future cash flows of the
financial asset or group of financial assets
that can be reliably estimated. It may not be
possible to identify a single, discrete event
that caused the impairment. Rather the

vi.

financial asset or group of assets is impaired
includes observable data that comes to the
attention of the holder of the asset about the
following loss events:

Significant financial difficulty of the issuer or
obligor;

ii. Abreachof contract, such abreach of contract,

such as a default or delinquency in interest or
principal payments;

The lender, for economic or legal reasons
relating to the borrower's financial difficulty,
granting to the borrower a concession that the
lender would not otherwise consider;

iv. Itbecomingprobablethattheborrowerwillenter

bankruptcy or other financial reorganization;

The disappearance of an active market for that
financial asset because of financial difficulties;
or

Observable data indicating that there is a
measurable decrease in the estimated future
cash flows from a group of financial assets
since the initial recognition of those assets,
although the decrease cannot yet be identified
with the individual financial assets in the group,
including:

- adverse changes in the payment status
of borrowers in the group (e.g. an
increased number of delayed payments
or an increased number of credit card
borrowers who have reached their credit
limit and are paying the minimum monthly
amount); or

- national or local economic conditions
that correlate with defaults on the assets
in the group (e.g. an increase in the
unemployment rate in the geographical
area of the borrowers, a decrease in
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5) If there

property prices for mortgages in the
relevant area, a decrease in oil prices for
loan assets to oil producers, or adverse
changes in industry conditions that affect
the borrowers in the group).

3) The disappearance of an active market

because an entity's financial instruments
are no longer publicly traded is not evidence
of impairment. A downgrade of an entity's
credit rating is not, of itself, evidence of
impairment, although it may be evidence
of impairment when considered with other
available information. A decline in the fair
value of a financial asset below its cost or
amortized cost is not necessarily evidence of
impairment (for example, a decline in the fair
value of an investment in a debt instrument
that results from an increase in the risk-free
interest rate).

4) In some cases the observable data required

to estimate the amount of an impairment
loss on a financial asset may be limited
or no longer fully relevant to current
circumstances. For example, this may be
the case when a borrower is in financial
difficulties and there are few available
historical data relating to similar borrowers.
In such cases, an entity uses its experienced
judgement to estimate the amount of any
impairment loss. Similarly, an entity uses its
experienced judgement to adjust observable
data for a group of financial assets to reflect
current circumstances (see paragraph AG6
below). The use of reasonable estimatesis an
essential part of the Preparation of financial
statements and does not undermine their
reliability.

is objective evidence that an
impairment loss on financial assets
measured at amortized cost has been
incurred, the amount of the loss is measured
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as the difference between the asset's
carrying amount and the present value of
estimated future cash flows (excluding future
credit losses that have not been incurred)
discounted at the financial asset's original
effective interest rate (i.e. the effective
interest rate computed at initial recognition).
The carrying amount of the asset shall be
reduced either directly or through use of an
allowance account. The amount of the loss
shall be recognized in profit or loss.

6) An entity first assesses whether objective

7)

evidence of impairment exists individually
for financial assets that are individually
significant, and individually or collectively
for financial assets that are not individually
significant (see paragraph 2 above). If an
entity determines that no objective evidence
of impairment exists for an individually
assessed financial asset, whether significant
or not, it includes the asset in a group of
financial assets with similar credit risk
characteristics and collectively assesses
them for impairment. 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, in a subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognized (such as an improvement in
the debtor's credit rating), the previously
recognized impairment loss shall be reversed
either directly or by adjusting an allowance
account. The reversal shall not result in a
carrying amount of the financial asset that
exceeds what the amortized cost would have
beenhadtheimpairmentnot beenrecognized
at the date the impairment is reversed. The
amount of the reversal shall be recognized in
Profit or loss.
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Application Guidance (AG) for carve-out

AG1 Impairment of a financial asset measured at
amortized cost is measured using the financial
instrument'soriginaleffectiveinterestrate because
discounting at the current market rate of interest
would, in effect, impose fair value measurement
on financial assets that are otherwise measured
at amortized cost. If the terms of a financial asset
measured at amortized cost are renegotiated or
otherwise modified because of financial difficulties
of the borrower or issuer, impairment is measured
using the original effective interest rate before
the modification of terms. Cash flows relating to
short-term receivables are not discounted if the
effect of discounting is immaterial. If a financial
asset measured at amortized cost has a variable
interest rate, the discount rate for measuring any
impairment loss under paragraph 5 is the current
effective interest rate(s) determined under the
contract. As a practical expedient, a creditor
may measure the impairment of a financial asset
measured at amortized cost on the basis of an
instrument’s fair value using an observable market
price. The calculation of the present value of the
estimated future cash flows of a collateralized
financial asset reflects the cash flows that may
result from foreclosure less costs for obtaining and
selling the collateral, whether or not foreclosure is
probable.

AG2 The process for estimating impairment
considers all credit exposures, not only those of
low credit quality. For example, if an entity uses an
internal credit grading system it considers all credit
grades, not only those reflecting a severe credit
deterioration.

AG3 The process for estimating the amount of
an impairment loss may result either in a single
amount or in a range of possible amounts. In the
latter case, the entity recognizes an impairment
loss equal to the best estimate within the range
taking into account all relevant information

available before the financial statements are
issued about conditions existing at the end of the
reporting period.

AG4 For the purpose of a collective evaluation
of impairment, financial assets are grouped on
the basis of similar credit risk characteristics
that are indicative of the debtor’s ability to pay
all amounts due according to the contractual
terms (for example, on the basis of a credit risk
evaluation or grading process that considers asset
type, industry, geographical location, collateral
type, past-due status, and other relevant factors).
The characteristics chosen are relevant to the
estimation of future cash flows for groups of such
assets by being indicative of the debtor’s ability to
pay all amounts due according to the contractual
terms of the assets being evaluated. However,
loss probabilities and other loss probabilities and
other loss statistics differ at a group level between
(a) assets that have been individually evaluated for
impairment and found not to be impaired and (b)
assets that have not been individually evaluated
for impairment, with the result that a different
amount of impairment may be required. If an entity
does not have a group of assets with similar risk
characteristics, it does not make the additional
assessment.

AG5 Impairment losses recognized on a group
basis represent an interim step pending the
identification of impairment losses on individual
assets in the group of financial assets that are
collectively assessed for impairment. As soon as
information is available that specifically identifies
losses on individually impaired assets in a group,
those assets are removed from the group.

AG6 Future cash flowsinagroup of financial assets
that are collectively evaluated for impairment are
estimated on the basis of historicalloss experience
forassets with credit risk characteristics similar to
those in the group. Entities that have no entity-
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specific loss experience or insufficient experience,
use peer group experience for comparable groups
of financial assets. Historical loss experience is
adjusted on the basis of current observable data
to reflect the effects of current conditions that
did not affect the period on which the historical
loss experience is based and to remove the
effects of current conditions that did not affect
the period on which the historical loss experience
is based and to remove the effects of conditions
in the historical period that do not exist currently.
Estimates of changes in future cash flows reflect
and are directionally consistent with changes in
related observable data from period to period
(such as changes in unemployment rates, property
prices, commoadity prices, payment status or other
factors that are indicative of incurred losses in the
group and their magnitude). The methodology and
assumptions used for estimating future cash flows
are reviewed reqgularly to reduce any differences
between loss estimates and actual loss experience.

AG7 As an example of applying paragraph AG6,
an entity may determine based on historical
experience, that one of the main causes of default
on credit card loans is the death of the borrower.
The entity may observe that the death rate is
unchanged from one year to the next. Nevertheless,
some of the borrowers in the entity's group of credit
card loans may have died in that year, indicating
that an impairment loss has occurred on those
loans, even if, at the year-end, the entity is not
yet aware which specific borrowers have died. It
would be appropriate for an impairment loss to be
recognized for these Fincurred but not reported
losses. However, it would not be appropriate to
recognize an impairment loss for deaths that are
expected to occur in a future period, because the
necessary loss event (the death of the borrower)
has not yet occurred.

AG8 When using historical loss rates in estimating
future cash flows, it is important that information
about historical loss rates is applied to groups that
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are defined in a manner consistent with the groups
for which the historical loss rates are observed.
Therefore, the method used should enable each
group to be associated with information about past
loss experience in groups of assets with similar
credit risk characteristics and relevant observable
data that reflect current conditions.

AGY Formula-based approached or statistical
methods may be used to determine impairment
lossesinagroup of financial assets(e.qg. for smaller
balance loans) as long as they are consistent with
the requirements in paragraphs 5-7 and AG4-AG8.
Any model used would incorporate the effect of
the time value of money, consider the cash flows
for all of the remaining life of an asset (not only the
next year), consider the age of the loans within the
portfolio and not give rise to an impairment loss on
initial recognition of a financial asset.

Non-Optional: The carve-out is not optional.

2.10 NEW STANDARDS IN ISSUE BUT NOT
YET EFFECTIVE

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

2.11 NEW STANDARDS AND INTERPRETATION
NOT ADOPTED

The following amendments are not mandatory for
2021-22 and have not been early adopted by the
Bank. The Bank is still currently assessing the
detailed impact of these amendments -

2.11.1 EXPECTED CREDIT LOSS MODEL OF
IMPAIRMENT AS PER NFRS-9

Though NFRS-9 has been made effective from 16
July 2021, carve out has been provided to adopt
expected credit loss model of impairment.
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Expected Credit Loss Model (ECL) of Impairment

The Expected Credit Loss (ECL) model is a
forward-looking model. The ECL estimates are
unbiased, probability-weighted, and include
supportableinformationabout pastevents, current
conditions, and forecasts of future economic
conditions.

Under the general approach, IFRS 9 recognizes
three stage approach to measure expected credit
losses and recognized interest income.

Stage 1: 12-month ECL - No significantly increased
credit risk Financial instruments that have not
had a significant increase in credit risk since
initial recognition require, at initial recognition a
provision for ECL associated with the probability
of default events occurring within the next 12
months (12-month ECL). For those financial
assets with a remaining maturity of less than 12
months, a Probability of Default (PD) is used that
corresponds to the remaining maturity. Interest
will be calculated on the gross carrying amount of
the financial asset before adjusting for ECL.

Stage 2: Lifetime ECL - Significantly increased
credit risk in the event of a significant increase in
credit risk since initial recognition, a provision is
required for the lifetime ECL representing losses
over the life of the financial instrument (lifetime
ECL).

Interest income will continue to be recognized on
a gross basis.

Stage 3: Lifetime ECL - Defaulted Financial
instruments that move into Stage 3 once credit
impaired and purchases of credit impaired assets
will require alifetime provision. Interest income will
be calculated based on the gross carrying amount
of the financial asset less ECL

The management is still assessing the potential
impact on its financial statements, if the Expected
Credit Loss (ECL)modelis introduced.

2.12 DISCOUNTING

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

2.13 PRIOR PERIOD ERRORS

Prior Period Errors are omissions or misstatements
in an entity’s financial statements. Such omissions
may relate to one or more prior periods. Correction
of an error is done by calculating the cumulative
effect of the change on the financial statements of
the period as if new method or estimate had always
been used for all the affected prior years' financial
statements. Sometimes such changes may not
be practicable. In such cases, it is applied to the
latest period possible by making corresponding
adjustment to the opening balance of the period.

2.14 MATERIALITY AND AGGREGATION

Each material class of similar items is presented
separately in the Financial Statements. Items
of dissimilar nature or function are presented
separately, unless they are immaterial as permitted
by the Nepal Accounting Standard - NAS 1 on
FPresentation of Financial Statements. Notes
to the Financial Statements are presented
in a systematic manner which ensures the
understandability and comparability of Financial
Statements of the bank. Understandability of
the Financial Statements is not compromised by
obscuring material information with immaterial
information or by aggregating material items that
have different natures or functions.

2.15 OFFSETTING

Assets and liabilities, income and expense are
reported separately and no assets and liabilities, or
income and expense are offset unless required or
permitted by NFRS.
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2.16 COMPARATIVE INFORMATION

Comparative information is provided in narrative
anddescriptive nature, ifitisrelevanttounderstand
the current periods financial statement and
reclassified whenever necessary to conform to
current year presentation.

2.17 ROUNDING

The statements have been rounded off to nearest
Rupeesin relevant assertions.

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

3.1BASIS 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:

Financial assets and liabilities at fair value
throughprofitorlossorothercomprehensive
income are measured at fair value.

Liabilities for defined benefit obligations
are recognized at the present value of the
defined benefit obligation less the fair value
of the plan assets.

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

3.2 BASIS OF CONSOLIDATION

The Bank does not have control over any other
entity for consolidation of Financial Statements
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3.3 CASH AND CASH EQUIVALENT

Cash and Cash Equivalents include cash in hand,
balances with banks and money at call and at short
notice. These are subject to insignificant risk of
changes in their fair value and are used by the Bank
in the management of short-term commitments.

Details of the Cash and Cash Equivalents are given
in Note 4.7to the Financial Statements.

3.4 BALANCE WITH CENTRAL BANK

Balances with central banks are carried at
amortized cost in the Statement of Financial
Position.

3.5 FINANCIAL ASSETS AND FINANCIAL
LIABILITIES

3.5.1RECOGNITION

The Bank initially recognizes a financial asset or
a financial liability in its statement of financial
position when, and only when, it becomes party
to the contractual provisions of the instrument.
The Bank initially recognize loans and advances,
deposits and debt securities/ subordinated
liabilitiesissued onthe date that theyare originated
which is the date that the Bank becomes party
to the contractual provisions of the instruments.
Investments in equity instruments, bonds,
debenture, Government securities, NRB bond or
deposit auction, reverse repos, outright purchase
are recognized on trade date at which the Bank
commits to purchase/ acquire the financial assets.
Regular way purchase and sale of financial assets
are recognized on trade date at which the Bank
commits to purchase or sell the asset.

3.5.2 CLASSIFICATION
Financial instruments are classified as
. Financial Assets

Financial Liabilities
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a. Financial Assets

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

« Financial assets measured at amortized cost

« Financial asset measured at fair value

i. Financial assets measured at amortized cost

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

« The asset is held within a business model
whose objective is to hold assets in order to
collect contractual cash flows and

« The contractual terms of the financial asset
giverise on specified dates to cash flows that
are solely payments of principal and interest
on the principal amount outstanding.

ii. Financial asset measured at fair value

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

« Financial assets at fair value through profit
orloss.

« Financial assets at fair value through other
comprehensive income

Financial assets at fair value through profit or
loss.

Financial assets are classified as fair value through
profit or loss (FVTPL) if they are held for trading
or are designated at fair value through profit or
loss. Upon initial recognition, transaction cost
are directly attributable to the acquisition are
recognized in profit or loss as incurred. Such
assets are subsequently measured at fair value and

changes in fair value are recognized in Statement
of Profit or Loss.

Financial assets at fair value through other
comprehensive income

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

b. Financial Liabilities

The Bank classifies its financial liabilities, other
than financial guarantees and loan

Commitments, as follows;

« Financial Liabilities at Fair Value through
Profit or Loss

« Financial Liabilities measured at amortized
cost

Financial Liabilities at Fair Value through Profit
orLoss

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

Financial Liabilities measured at amortized
cost

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

Initial Measurement

A financial asset or financial liability is measured
initially at fair value plus or minus, for anitem not at
fair value through profit or loss, transaction costs
that are directly attributable to its acquisition
or issue. Transaction cost in relation to financial
assets and liabilities at fair value through profit or
loss are recognized in Statement of Profit or Loss.

Subsequent Measurement

Afinancial asset or financialliability is subsequently
measured either at fair value or at amortized cost
based on the classification of the financial asset
or liability. Financial asset or liability classified
as measured at amortized cost is subsequently
measured at amortized cost using effective
interest rate method.

The amortized cost of a financial asset or financial
liability is the amount at which the financial asset or
financial liability is measured at initial recognition
minus principal repayments, plus or minus the
cumulative amortization using the effective
interest method of any difference between that
initial amount and the maturity amount, and minus
any reduction for impairment or collectability.

Financial assets classified at fair value are
subsequently measured at fair value. The
subsequent changesinfairvalue of financial assets
at fair value through profit or loss are recognized
in Statement of Profit or Loss whereas of financial
assets at fair value through other comprehensive
income are recognized in other comprehensive
income.

3.5.4 DERECOGNITION
Derecognition of Financial Assets

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

Any interest in such transferred financial assets
that qualify for derecognition that is created or
retained by the Bank is recognized as a separate
asset or liability. On derecognition of a financial
asset, the difference between the carryingamount
of the asset (or the carrying amount allocated to
the portion of the asset transferred), 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 recognized in profit or loss.

In transactions in which the Bank neither retains
nor transfers substantially all the risks and rewards
of ownership of a financial asset and it retains
control over the asset, the Bank continues to
recognize the asset to the extent of its continuing
involvement, determined by the extent to whichitis
exposed to changes in the value of the transferred
asset.

Derecognition of Financial Liabilities

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

Fair value is the amount for which an asset could
be exchanged, or a liability be settled, between
knowledgeable, willing parties in an arm’s length
transaction on the measurement date. The fair
value of a liability reflects its non-performance
risk. The fair values are determined according to
the following hierarchy:

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

Level 1:

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

observable.

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

Level 3:

When available, the Bank measures
the fair value of an instrument using
quoted prices in an active market for
that instrument. A market is regarded
as active if quoted prices are readily
and regularly available and represent
actual and regularly occurring market
transactions on an arm’'s length basis.

If a market for a financial instrument
is not active, the Bank establishes
fair value using a valuation technique.
Valuation techniques include using
recent arm's length transactions
between knowledgeable, willing parties
(if available), reference to the current
fair value of other instruments that are

substantially the same, discounted cash
flow analyses. The best evidence of the
fairvalue of afinancialinstrumentatinitial
recognition is the transaction price - i.e.
the fair value of the consideration given
or received. However, in some cases,
the fair value of a financial instrument
on initial recognition may be different to
its transaction price. If such fair value
is evidenced by comparison with other
observable current market transactions
in the same instrument (without
modification) or based on a valuation
technique whose variables include only
data from observable markets, then the
difference is recognized in profit or loss
on initial recognition of the instrument.
In other cases, the difference is not
recognized in profit or loss immediately
but is recognized over the life of the
instrument on an appropriate basis
or when the instrument is redeemed,
transferred or sold, or the fair value
becomes observable. All unquoted
equity investments are recorded at cost,
considering the non-trading of promoter
shares up to the date of balance sheet,
the market price of such shares could
not be ascertained with certainty. Hence,
these investments are recognized at cost
net of impairment, if any

3.5.6 OFFSETTING

Financial assets and liabilities are offset and the
netamount presented in the statement of financial
position when, and only when, the group has a legal
right to set off the amounts and it intends either
settle them 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 NFRS, or for gains and losses
arising froma group of similar transactions such as
in the Group's trading activity.
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3.5.7 IMPAIRMENT

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

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

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

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

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

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

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

The Bank considers evidence of impairment
for loans and advances and held-to-maturity
investment securities at both a specific asset and
collective level. All individually significant loans
and advances and held-to-maturity investment
securities are assessed for specific impairment.
Those found not to be specifically impaired are
then collectively assessed for any impairment that
has been incurred but not yet identified.
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oans and advances and held-to-maturity
investment securities that are not individually
significantare collectively assessed forimpairment
by grouping togetherloans and advances and held-
to-maturity investment securities with similar risk
characteristics. Impairment test is done on annual
basis for trade receivables and other financial
assetsbasedontheinternaland externalindication
observed.

In assessing collective impairment, the Bank uses
statistical modelling of historical trends of the
probability of default, the timing of recoveries
and the amount of loss incurred, adjusted for
management’s judgment as to whether current
economic and credit conditions are such that the
actual losses are likely to be greater or less than
suggested by historical trends. Default rates, loss
rates and the expected timing of future recoveries
are reqgularly benchmarked against actual
outcomes to ensure that they remain appropriate.

Impairment losses on assets measured at
amortized cost

Financial assets carried at amortized cost(such as
amounts due from Banks, loans and advances to
customersas wellasheld-to-maturity investments
isimpaired, and impairment losses are recognized,
only if there is objective evidence as a result of
one or more events that occurred after the initial
recognition of the asset. The amount of the loss
is measured as the difference between the asset's
carrying amount and the deemed recoverable
value of loan.

Bank considers evidence of impairment for
loans and advances and investment securities
measured at amortized cost at both specific asset
and collective level. Bank first assess individually
whether objective evidence of impairment exists
for financial assets that are individually significant
and assessed on collective basis for those that are
not individually significant. Loans and advances to
customers with significant value are assessed for
individual impairment test. The recoverable value
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of loan is estimated on the basis of realizable value
of collateral and the conduct of the borrower/past
experience of the bank.

If there is objective evidence that impairment loss
has been incurred, the amount of loss is measured
at the difference between asset’s carrying amount
and present value of estimated future cash flows.
Carrying amount of the asset is reduced through
the use of an allowance account and amount of
loss is recognized in profit or loss. All individually
significant loans and advances and investment
securities are assessed for specific impairment.
Those not found to be specifically impaired are
collectively assessed for impairment by grouping
together loan and advances and held to maturity
with similar risk characteristics.

Assets that are individually assessed and for which
no impairment exists are grouped with financial
assets with similar credit risk characteristics and
collectively assessed forimpairment. The credit risk
statistics for each group of the loan and advances
are determined by management prudently being
based on the past experience. For the purpose of
collective assessment of impairment bank has
categorized assets in to four broad products as
follows:

1. Term Loan
2. Auto Loan
3. Home Loan
4. Overdraft

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

Loan Loss Provision as per direction of Nepal
Rastra Bank

Loan loss provisions in respect of non-performing
loans and advances are based on management’s
assessment of the degree of impairment of the
loans and advances, subject to the minimum
provisioning level prescribed in relevant NRB
guidelines. Provision is made for possible losses on
loans and advancesat 1.3 % to 100 % on the basis of
classification of loans and advances, overdraft and
bills purchased in accordance with NRB directives.

Certain loan accounts booked in Province 01 in
financial year 2076-77, 2077-78 and 2078-79 with
total value of Rs. 337,654,757/~ were found to be
problematic and bank had conducted internal
investigation in regards to the same and noted the
misconduct of the Provincial staff and branches'
staffs. The bank accordingly had requested to NRB
to further investigate the matter. As per available
information to the bank, such matter is still under
investigation from appropriate authority as on
the date of approval of financial statement by the
board of directors.

Further, out of total loans in relating to above case
of Rs. 337,554,757/-, Rs. 182,738,446/~ has already
been settled (fully recovered and in some cases,
NBA has been booked) and loan amounting to Rs.
154,816,311/~ was outstanding as on Ashadh End
2079. The Bank had classified the loan as bad and
booked the whole amount as loan loss provision in
the financial year 2078-79 as per Clause 9 of Nepal
Rastra Bank unified directives 2.

Policies Adopted

The bank adopts carve out issued by ICAN for
measurement of impairment loss on loans and
advances. As per the Carve out notice issued by
ICAN, the Bank has measured impairment loss on
loan and advances as the higher of amount derived
as per norms prescribed by Nepal Rastra Bank for
loan loss provision and the amount determined as
per applicable framework of carve out provided by
ICAN.
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Impairment of investment in equity instrument
classified as fair value though other
comprehensive income

Where objective evidence of impairment exists for
available-for-sale financial assets, the cumulative
loss (measured as the difference between the
amortized cost and the current fair value, less any
impairment loss on that financial asset previously
recognized in the statement of profit or loss) is
reclassified from equity and recognized in the
profit or loss. A significant or prolonged decline in
the fair value of an equity security below its cost
is considered, among other factors in assessing
objective evidence of impairment for equity
securities.

If, in a subsequent period, the fair value of a
debt instrument classified as available-for-sale
increases and the increase can be objectively
related to an event occurring after the impairment
loss was recognized, the impairment loss is
reversed through the statement of profit or loss.
Impairment losses recognized in the profit or loss
on equity instruments are not reversed through the
profit or loss.

3.6 TRADING ASSET AND LIABILITIES

Trading assets and liabilities are those assets and
liabilitiesthatthe Bankacquiresorincursprincipally
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.

Trading assets and liabilities are initially recognized
at fair value and subsequently measured at fair
value in the statement of financial position, with
transaction costs recognized in profit or loss. All
changes in fair value are recognized as part of net
trading income in profit or loss as regarded as fair
value through profit & loss account.
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3.7 DERIVATIVE FINANCIAL INSTRUMENTS

A derivative is a financial instrument whose value
changesin 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 commodity, or a foreign currency at a specified
price determined at the outset, with delivery or
settlement at a specified future date. Settlementis
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.

3.8 PROPERTY, PLANT AND EQUIPMENT
Recognition

Property, plant 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
thanoneperiod. The Bankappliestherequirements
of the Nepal Accounting Standard - NAS 16
(Property, Plant and Equipment) in accounting for
these assets. Property, plant and equipment are
recognized if it is probable that future economic
benefits associated with the asset will flow to the
entity and the cost of the asset can be measured
reliably measured.
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Measurement

An item of property, plant 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, plant&
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, plant and
equipment.

Cost Model

Property and equipment is stated at cost excluding
the costs of day-to-day servicing, lessaccumulated
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.

Subsequent Cost

The subsequent cost of replacing a component
of an item of property, plant 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, plant and equipment
are charged to the Statement of Profit or Loss as
incurred.

Depreciation

Depreciation is calculated by using the written
down value method on cost of the Property, Plant
& Equipment other than leasehold properties.
Depreciation on leasehold properties is calculated
byusingthestraightlinemethodoncostorvaluation
of the property. The rates of depreciations are
given below:

Rate of Depreciation per annum (%)

Asset Category For the year For the
ended 16 July | year ended
2022 15 July
2021
Freehold Buildings 5% 5%
Motor Vehicles 20% 20%
Computer 25% 25%
Equipment
Furniture and 25% 25%
Fixtures
Equipment’s and 25% 25%
others
Leasehold 10% 10%
Properties

Other disclosures regarding the depreciation;

a) Depreciation for income tax purpose is
calculated separately at the rate and manner
prescribed by the Income Tax Act, 2058.

b) Assets with a unit value of NPR 5,000 or less
are expensed-off during the year of purchase
irrespective of its useful life.

c) Leasehold assets and cost of software licenses
are amortized over a period of useful life and in
case useful life cannot be ascertained the bank
has the policy to amortize the cost in five years.

Changes in Estimates

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

These are expenses of capital nature directly
incurred in the construction of buildings, major
plant and 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.

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 costsare expensedinthe periodinwhich
they occur. Borrowing costs consist of interest and
other costs that the Bankincursin connection with
the borrowing of funds.

De-recognition

The carrying amount of an item of property, plant
and equipment is derecognized on disposal or
when no future economic benefits are expected
from its use. The gain or loss arising from de-
recognition of an item of property, plant 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, plant 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.
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3.9 INTANGIBLE ASSETS
Recognition

Anintangible asset is an identifiable non-monetary
asset without physical substance, held for use in
the production or supply of goods or services, for
rental to others or for administrative purposes. An
intangible asset is 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.

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
Fintangible assets’ and carried at cost less
accumulated amortization and any accumulated
impairment losses.

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.
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Amortization of Intangible Assets

Intangible Assets, except for goodwill, are
amortized on a straight-line basisin 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.

Asset Category For the year For the year
ended 16 July ended 15 July
2022 2021
Computer 5years 5years
Software
Licenses 5years 5years

De-recognition of Intangible Assets

The carrying amount of an item of intangible asset
is 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.

3.10 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.

Measurement

Investment property is accounted for under Cost
Model in the Financial Statements. Accordingly,
after recognition as an asset, the property is
carried at its cost, less impairment losses. If any
property isreclassified to investment property due
to changes in its use, fair value of such property at
the date of reclassification becomes its cost for
subsequent accounting.

De-recognition

Investment properties are derecognized when
they are disposed of or permanently withdrawn
from use since no future economic benefits
are expected. Transfers are made to and from
investment property only when there is a change in
use. When the use of a property changes such that
it is reclassified as Property, Plant and Equipment,
its fairvalue at the date of reclassification becomes
its cost for subsequent accounting.

3.11DEPOSITS, DEBTS SECURITIES ISSUED
AND SUBORDINATED LIABILITIES

a. Deposits

The Bank accepts deposits from its customers
under account, current, term deposits and margin
accounts which allows money to be deposited
and withdrawn by the account holder. These
transactions are recorded on the bank's books, and
the resulting balance is recorded as a liability for
the Bank and represents the amount owed by the
Bank to the customers.

b. Debt Securities Issued

It includes debentures, bonds or other debt
securities issued by the Bank. Deposits, debt
securities issued, and subordinated liabilities are
initially measured at fair value minus incremental
direct transaction costs, and subsequently
measured at their amortized cost using the
effective interest method, except where the Group
designates liabilities at fair value through profit or
loss. However, debentures issued by the bank are
subordinate to the deposits from customer.

c. Subordinated Liabilities

Subordinated liabilities are those liabilities which
at the event of winding up are subordinate to the
claims of depositors, debt securities issued and
other creditors. The bank does not have any of such
subordinated liabilities.
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3.12 CONTINGENT LIABILITIES AND
COMMITMENTS:

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.

Commitments:

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

Please refer Note No. 4.28.1to 4.28.4 for the detall
of contingent liabilities and commitments as at 16
July 2022.

3.13 LITIGATION

Litigations are anticipated in the context of
business operations due to the nature of the
transactions involved. The Bank is involved in
various such legal actions in the normal course of
business 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 Bank, resulting through normal
business operations.

The details of litigations is presented in Notes no
4.28.5.
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3.14 BORROWING COST:

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

3.15 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.

3.15.1CURRENT TAX

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

3.15.2 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.
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Deferredtaxassetsarerecognizedforalldeductible
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:

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

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

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

3.16 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
recognizedisthebestestimate ofthe 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. Provision are not recognized for
future operating losses.

Before a provision is established, the Bank
recognizes any impairment loss on the assets
associatedwiththat contract. The expenserelating
to any provision is presented in the Statement of
Profit or Loss net of any reimbursement.

3.17 REVENUE RECOGNITION

Revenue is the gross inflow of economic benefits
during the period arising from the course of the
ordinary activities of an entity when those inflows
result in increases in equity, other than increases
relating to contributions from equity participants.
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.

3.17.1INTEREST INCOME

Forallfinancialassets measured at amortized cost,
interest bearing financial assets classified as Fair
value through profit and loss, interest income is
recorded using the rate that closely approximates
the effective interest rate (EIR) because the bank
considers that the cost of exact calculation of
effective interest rate method exceeds the benefit
that would be derived from such compliance. 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.
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Further, Interestincome on Loans and Advances is
recognized as per the guideline on recognition of
interest income, 2019 issued by NRB and carve out
issued by ICAN has been opted.

Carve out issued by ICAN

As perthe carveoutregardingthe effective interest
rate EIR rate treatment issued by ICAN, when
calculating EIR, all these shall be considered unless
it is immaterial or impracticable to do so. Since
all these transaction costs cannot be identified
separately and separate EIR computation for every
customer seems impracticable, such transaction
costs of all previous years has not been considered
when computing EIR. Due to impracticability,
such relevant costs are ignored, due to which EIR
rate equals to the rate provided to customers and
therefore, income recognized by system on accrual
basis has been considered as income Once the
recorded value of a financial asset or a group of
similar financial assets has been reduced due to
an impairment loss, interest income continues to
be recognized using the rate of interest used to
discount the future cash flows for the purpose of
measuring the impairment loss.

Guideline on Recognition of Interest Income, 2019
by NRB.

Criteria for determining loans on which interest
no longer be recognized to the profit or loss
account but shall be suspended

Guideline issued by NRB on income recognition
defines certain criteria for determining loans on
which interest nolonger be recognized to the profit
or loss account but shall be suspended. These
criteria are as follows

(a) Loans where there is reasonable doubt about
the ultimate collectability of principal or
interest;
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(b) Loans against which individual impairment or
life time impairment as per NFRS 9 has been
made;

(c) Loans where contractual payments of principal
and/or interest are more than 3 months in
arrears and where the “net realizable value”
of security is insufficient to cover payment of
principal and accrued interest;

(d) Loans where contractual payments of principal
and/or interest are more than 12 months in
arrears, irrespective of the net realizable value
of collateral;

(e) Overdrafts and other short-term facilities
which have not been settled after the expiry of
the loan and even not renewed within 3 months
of the expiry, and where the net realizable value
of security is insufficient to cover payment of
principal and accrued interest;

(f) Overdrafts and other short term facilities which
have not been settled after the expiry of the
loan and even not renewed within 12 months
of the expiry, irrespective of the net realizable
value of collateral;

Criteria to cease the accrual of interest

Bank and financial institutions shall accrue the
interest on loan although it has been decided to
suspend the recognition of income. However, BFls
shall cease toaccrueinterest onloan, in case where
contractual payments of principal and/or interest
of the loan are due for more than 12 months and
the “net realizable value” of security is insufficient
to cover payment of principal and accrued interest.
Cessation of accrual of interest for accounting
purpose shall not preclude an entity to continue to
accrue interest on a memorandum basis for legal
enforcement purposes unless the loan is written
off.
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Interest Premium Refund

The bank has made provision in the books of
accountsforrefundofinterest premiumamounting
to Rs. 15,916,269/~ pertaining to FY 2078-79.

3.17.2 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, commission income.
Guarantee commission are recognized on cash
basis. 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.

3.17.3 DIVIDEND INCOME

Dividend incomes are recognized when the right
to receive such dividend is established. Usually
this is the ex-dividend date for equity securities.
Dividends are presented in net trading income,
net income from other financial instruments at
fair value through profit or loss or other revenue
based on the underlying classification of the equity
investment.

3.17.4 NET TRADING INCOME

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

3.17.5 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 any other financial instrument are
designated at fair value through profit or loss.
Contractual interest income and expense on
financial instruments held at fair value through
profit or loss is recognized within net interest
income. The bank has noincome under the heading
net income from other financial instrument at fair
value through profit or loss.

3.18 INTEREST EXPENSE

For financial liabilities measured at amortized cost
using the rate that closely approximates effective
interest rate(EIR), 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.

3.19 IMPAIRMENT OF NON-FINANCIAL
ASSETS:

Bank assess at each reporting date whether there
is an indication that an asset may be impaired. If
any such indication exists, Bank estimates the
recoverable amount which is higher of Fair Value
less cost to sell or value in use. Where the carrying
amount exceeds its recoverable amount, asset
is considered impaired and is written down to
recoverable amount.

3.20 EMPLOYMENT BENEFITS
Employee benefits include:

- 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

contributions;

security

ii. Paid annual leave and paid sick leave;
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iii. Profit sharing and bonuses, and

iv. Non-monetary benefits (such as medical
care, housing, cars and free or subsidized
goods or services) for current employees;

Short term employee benefits are measured on
an undiscounted basis and are expenses 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.

« Post-employment benefits, such as the

following:

i. Retirement benefits (eg: pensions, lump
sum payments on retirement); and

ii. Other post-employment benefits such as
post-employment life insurance and post-
employment medical care;

« Otherlong term employee benefits and

« Termination benefits

Post employments benefits are as follows:

Defined Contribution Plans

A defined contribution plan is a post-employment
benefit plan under which an Bank pays fixed
contribution into a separate entity (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, 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 FPersonnel expense’
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asand when they become due. Unpaid contribution
are recorded as a liability under FOther Liabilities".

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

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).

Gratuity

An actuarial valuation is carried out every year to
ascertain the full liability under gratuity.

Bank's obligation in respect of defined benefit
obligation is 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 inthe 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 to the
defined benefit liability at the beginning of the
annual period. The discount rate is the yield at the
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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 (current service cost) has been recognized in
the Statement of Profit or Loss under FPersonnel
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
(net of taxes)during the period in which it occurs.

The demographic assumptions underlying the
valuation are retirement age (58 vyears), early
withdrawal from service and retirement on medical
grounds.

Unutilized Accumulated Leave

Bank'sliability towardstheaccumulatedleave 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
binds 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 FPersonnel Expenses'in the period in which
they arise.

3.21 0THER EXPENSE

Other Expense have been recognized in the
Statement of Profit or Loss as they are incurred
in the period to which they relate. All expenditure
incurred in the operation of the business and
in maintaining the capital assets in a state of

efficiency has been charged to revenue in arriving
at profit for the year. Provisions in respect of other
expenses are recognized when there is present
obligation(legal or constructive)asaresult of a past
event, it is probable that an outflow of resources
embodying economic benefits will be required to
settle the obligation and a reliable estimate can be
made of the amount of the obligation.

3.22 FINANCE AND OPERATING LEASES

NFRS16 Leaseswasadopted from st shrawan 2078
asperpronouncement by ICAN.NFRS 16 requiresto
assesseswhetheracontractis, orcontains, alease,
at inception of the contract. The bank recognizes
a right-of-use asset and a corresponding lease
liability with respect to all lease arrangements
in which it is the lessee, except for short-term
leases (defined as leases with a lease term of 12
months or less). Lease payments included in the
measurement of the lease liability comprise of
fixed lease payments (including in-substance fixed
payments), less any lease incentives receivable,
variable lease payments that depend on an index
or rate, initially measured using the index or rate
at the commencement date, the amount expected
to be payable by the lessee under residual value
guarantees, the exercise price of purchase options
if the lessee is reasonably certain to exercise the
options; payments of penalties for terminating the
lease, if the lease term reflects the exercise of an
option to terminate the lease.

Atthe commencementdate, alessee shallmeasure
the lease liability at the present value of the lease
payments that are not paid at that date. The lease
payments shall be discounted using the interest
rate implicit in the lease if that rate can be readily
determined. the lessee shall use the lessee’s
incremental borrowing rate.

Theleaseliabilityisinitially measuredatthe present
value of the lease payments that are not paid at
the commencement date, discounted by using
the rate implicit in the lease. If this rate cannot be
readily determined, the Bank uses its incremental
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borrowing rate. The bank has considered rate of
10% as incremental borrowing rate for discounting
of remaining lease payments.

All operating lease contracts were recognized
on the balance sheet by recognizing right-of-use
assets and corresponding lease liabilities at the
transition date. Bank has applied NFRS 16 effective
from FY 2078-79 and has applied the modified
prospective transition method, and consequently
comparative information is not restated. As
a practical expedient, no reassessment was
performed of contracts that were previously
identified as leases and contracts that were not
previously identified as containing a lease applying
NAS17 Leases.

The lease liability is presented as a separate
line item under other liabilities in the Statement
of Financial Position. The lease liability is
subsequently measured by increasing the carrying
amount to reflect interest on the lease liability
(using the effective interest method) and by
reducing the carrying amount to reflect the lease
payments made. The Bank re-measures the lease
liability (and makes a corresponding adjustment to
the related right-of-use asset) whenever:

The lease term has changed or there is a
significant event or change in circumstances
resulting in a change in the assessment of
exercise of a purchase option, in which case
thelease liabilityisre-measured by discounting
the revised lease payments using a revised
discount rate;

3.23 FOREIGN CURRENCY TRANSACTIONS,
TRANSLATION AND BALANCES

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

Monetary assets and liabilities denominated
in foreign currencies at the reporting date are
translated to Nepalese Rupees using the spot
foreign exchange rate ruling at that date and all
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differences arising on non-trading activities are
taken to FOther Operating Income’in the Statement
of Profit or Loss. The foreign currency gain 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.

3.24 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.

3.25 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
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during the reporting period comprise income and
expenses recognized in the statement of financial
performance; plus contributions from holders of
equity claims, minus distributions to holders of
equity claims.

3.26 EARNINGS PER SHARE INCLUDING
DILUTED EARNING

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
the face of Statement of Profit and loss.

3.27 SEGMENT REPORTING
An operating segment is a component of an entity:

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

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

« For which discrete financial information is
available.

Not every part of an entity is necessarily an
operatingsegmentorpartof anoperatingsegment.
For example, a corporate headquarters or some
functional departments may not earn revenues or
may earn revenues that are only incidental to the
activities of the entity and would not be operating
segments. For the purposes of this NFRS, an
entity's post-employment benefit plans are not
operating segments.

The bank has identified seven segments based
on the geographic locations of its offices in the 7
provinces of the country. Interest earnings and
foreign exchange gains/losses generated while
conducting businesses under different segments
are reported under the respective segment. For
segmentation purpose, all business transactions
of offices and business units located in a particular
province are grouped together. All transactions
between the units are conducted on arm’s length
basis, with intra unit revenue and cost being
nullified at the bank level.

3.28 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.
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Inassessing 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, an appropriate valuation model is
used.

3.29 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. Interim
Dividend is deducted from equity when they are
declared and no longer at the discretion of the
Bank. Dividend for the year that is approved after
the reporting date is disclosed as an event after the
reporting date.
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3.30 CASH FLOW STATEMENT

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

3.31 COMPARATIVE FIGURES

The comparative figures and phrases have been
rearranged wherever necessary to conform to the
current year's presentation.
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4.NOTES TO FINANCIAL STATEMENTS :

Particulars ‘ Current Year‘ Previous Year

Cash in Hand 630,753,339 579,771,630
Balances with BFls 5,668,582,885 3,821,463,786
Money at Call and Short Notice - -
Other - -
Total 6,299,336,225 4,401,235,416

The fair value of cash and cash equivalent isits carrying value. Cash at vault is adequately insured for physical and financial risks. Cash balance at vault is maintained
on the basis of the availability and regular business requirements. Balance with BFls includes balance held at various local banks and financial institutions. Cash
held in foreign currency is subject to risk of changes in the foreign exchange rates which are closely monitored, if any risk identified then are promptly managed.
Money at call and short notice includes the amount deposited in call account of various banks and financial institution.

Particulars ‘ Current Year‘ Previous Year

Statutory Balances with NRB 1,234,516,965 940,622,266
Securities purchased under Resale Agreement - -
Other Deposit and Receivable from NRB - -
Total 1,234,516,965 940,622,266

Statutory balance with NRB represents the balance maintained for requlatory cash reserve ratio required by the NRB. Other deposit and receivable from NRB
includes the Foreign currency deposit due from NRB.

Particulars ‘ Current Year‘ Previous Year

Placement with Domestic BFls - -
Placement with Foreign BFls - -
Less: Allowances for Impairment - -
Total - -

Bank does not have any Placement with Domestic and Foreign banks and financial institutions.

Particulars ‘ 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 = -

Particulars ‘ Current Year Previous Year
Treasury Bills - -
Government Bonds - -
NRB Bonds - -
Domestic Corporate Bonds - -
Equities - -
Other - -
Total - -

Trading assets are those assets that the bank has acquired for the purpose of selling in the near term, or holds as part of a portfolio that is managed together for
short-term profit are presented under this head.
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Particulars ‘ Current Year‘ Previous Year
Loans to Micro-Finance Institutions 1,822,313,072 965,251,537
Other - -
Less: Allowances for Impairment (23,690,070) (12,548,270)
Total 1,798,623,002 952,703,267

Loans and advances disbursed to banks and financial institutions are presented above. These assets are measured at amortised cost. All the loans to BFls are
classified in pass category. These are interest bearing advances and the income on these assets is credited to statement of profit or loss under interest income.

Particulars ‘ Current Year‘ Previous Year
Balance at Shrawan 01 12,548,270 9,865,265
Impairment Losss for the year:
Charge for the year 11,141,800 2,683,005
(Recoveries)/Reversal - -
Amount Written Off - -
Balance at Asar End 23,690,070 12,548,270

Impairment allowance on these loans and advances has been consided as per NRB directives. All the loans outstanding with BFIs have been classified in pass
category.No individual loans to banks and micro finance has terms and conditions that significantly affect the amount, timing or certainty of consolidated cash
flows of the Bank.

Particulars
Loans and Advances measured at Amortized Cost

Current Year
43,544,119,631

Previous Year
39,489,258,410

Less: Impairment Allowances

Collective Impairment

(592,906,499)

(541,444,418)

Individual Impairment (588,787,115) (367,263,150)
Net Amount 42,362,425,918 38,580,550,842
Loans and Advances measured at FVTPL - -
Total 42,362,425,918 38,580,550,842

Loans and advances disbursed to customers and employees other than banks and financial institutions are presented above. These assets are measured
at amortized cost. These are interest bearing advances and the income on these assets is credited to statement of profit or loss under interest income.
Loans and advances are presented net of impairment allowances as per Directive No. 2 issued by Nepal Rastra Bank. Impairment as per NRB directives for each of
the above periods is higher than the impairment as per para 5 of the Alternative treatment and its application guideline provided in the carveout for implementation
of NFRS 9 by ICAN dated 2079.04.02. Hence, impairment allowance as per NRB Directives is considered in the Financial Statements. Impairment in loans and
advances to BFIs and loans and advances to customer are as per NRB directive no.2 NPR 1,205,383,683/- which is higher than total impairment as per NFRS 9. As
per NFRS 9 impairment are NPR 240,553,223 for FY 2021/22.

Particulars
Product

Current Year

Previous Year

Term Loans 21,087,038,701 19,374,496,577
Overdraft 11,647,485,776 10,183,471,720
Trust Receipt/Import Loans 41,727,594 10,449,964
Demand and other Working Capital Loans 612,550,630 891,548,090
Personal Residential Loans 2,140,462,716 1,809,254,556
Real Estate Loans 83,470,488 70,941,754

Margin Lending Loans

1,199,289,102

1,240,515,483

Hire Purchase Loans

2,208,335,438

2,495,661,714

Deprived Sector Loans

2,548,705,318

1,956,305,162

Bills Purchased

Staffs Loans 390,628,605 211,193,733
Other 1,287,791,075 1,075,792,739
Sub-Total 43,247,485,443 39,319,631,493
Interest Receivable 296,634,088 169,626,917
Grand Total 43,544,119,531 39,489,258,410
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Particulars Current Year‘ Previous Year
Nepalese Rupee 43,544,119,531 39,489,258,410
Indian Rupee - -

United States Dollar

Great Britain Pound

Euro

Japanese Yen

Chinese Yuan

Other

Grand Total

43,544,119,531

39,489,258,410

Particulars

Current Year

Previous Year

Moveable/Immoveable Assets

40,874,583,797

35,651,411,788

Gold and Silver 757,759,133 759,033,668
Guarantee of Domestic BFls - -
Government Guarantee 601,658 601,658
Guarantee of International Rated Bank - -
Collateral of Export Document - -
Collateral of Fixed Deposit Receipt

Collatereal of Government Securities

523,569,487

306,855,328

Counter Guarantee

Personal Guarantee

1,058,160,999

1,042,060,019

Other Collateral 32,810,369 1,5659,669,033
Subtotal 43,247,485,443 39,319,631,493
Interest Receivable 296,634,088 169,626,917
Unsecured - -
Grand Total 43,544,119,531 39,489,258,410

Particulars
Specific Allowance for Impairment

Current Year‘

Previous Year

Balance at Shrawan 01 367,263,150 324,865,052
Impairment Loss for the year

Charge for the year 238,657,704 42,398,097

Recoveries/Reversals during the year - -
Write-Offs 17,133,739 -
Exchange Rate Variance on Foreign Currency - Individual - -
Other Movement - -
Balance at Asar End 588,787,115 367,263,150
Collective Allowances for Impairment
Balance at Sharawan 01 541,444,418 314,412,916
Impairment Loss for the year

Charge/(Reversal) for the year 51,462,081 227,031,502
Exchange Rate Variance on Foreign Currency - Foreign - -
Other Movement-From Merger - -
Balance at Asar End 592,906,499 541,444,418
Total Allowances for Impairment 1,181,693,613 908,707,567

Particulars Current Year‘ Previous Year
Investment Securities measured at Amortized Cost 6,008,572,900 4,670,000,000
Investment in Equity measured at FVTOCI 252,791,973 302,529,625
Total 6,261,364,873 4,972,529,625

Investment made by the Bank in financial instruments has been presented under this account head in two categories i.e. investment securities measured at
amortized cost and investment in equity measured at fair value through other comprehensive income. Investment other than those measured at amortized cost is
measured at fair value and changes in fair value has been recognized in other comprehensive income. Where income from the investment is received in the form

of bonus shares, the valuation of investment is made by increasing the number of shares without changing in the cost of investment.
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4.8.1: Investment Securities measured at Amortized Cost

Particulars ‘ Current Year‘ Previous Year
Debt Securities - -
Government Bonds 5,521,300,000 4,670,000,000
Government Treasury Bills 487,272,900 -

Nepal Rastra Bank Bonds - -
Nepal Rastra Bank Deposit Instruments - -
Other - -
Less: Specific Allowances for Impairment - -
Total 6,008,572,900 4,670,000,000

4.8.2: Investment in Equity measured at FVTOCI
Particulars ‘ Current Year‘ Previous Year

Equity Instruments

Quoted Equity Securities 231,968,273 283,255,525
Unquoted Equity Securities 20,823,700 19,274,100
Total 252,791,973 302,529,625

uity measured at fair value through other comprehensive income

4.8.3 Investment in e

. As at 32 Ashadh 2079 As at 31 Ashadh 2078

Particulars
Fair Value Fair Value

Aarambha Chautari Laghubitta Sanstha Ltd Promoter
125388.55 Shares of Rs. 100 Each with Bonus of 6300 shares 9,000,000 12,538,855 9,000,000 9,630,000
General Insurance company Itd
20000 Share of Rs.100 Each 2,000,000 2,000,000 2,000,000 2,000,000
Neco Insurance Company Limited
21324 shares of Rs. 1544.74 Each 26,249,790 14,798,856 26,249,790 22,906,564
NLG Insurance Company Limited
12000 Shares of Rs. 1293.57 Each 12,935,669 5,736,000 12,935,669 12,200,000
National Life Insurance Company Limited
17851 shares of Rs. 1156.38 Each 17,345,744 10,300,027 17,345,744 17,265,000
Life Insurance Corporation Nepal Limited
18000 Shares of Rs 2290.46 Each 34,356,824 25,470,000 34,356,824 35,130,000
Asian Life Insurance Company Limited
17412 Shares 1365.005 19,013,164 9,994,488 19,013,164 18,776,292
Surya Life Insurance Company Limited
16905 shares of Rs. 905.22 Each 13,578,300 6,542,235 13,578,300 13,830,000
Nepal Reinsurance Company Limited
17475 Shares of Rs. 1630.60 24,458,960 12,844,125 24,458,960 23,910,000
Premier Insurance Company Limited
8962 shares of Rs. 1205.32 9,455,733 5,162,112 9,455,733 9,178,650
National Micro Finance Limited
1share of Rs 0 - 1,537 - -
NIBL Sahabhagita Fund
250000 units 2,500,000 2,677,500 2,500,000 2,767,500
Laxmi Unnati Kosh
990500 Units 9,905,000 9,469,180 9,905,000 12,500,110
NIC Asia Dynamic Debt Fund (Open-Ended)
664820 Units 6,648,200 7.120,222 6,648,200 7,479,225
Sanima Large Cap Fund
1000000 Units 10,000,000 9,320,000 10,000,000 10,500,000
Kumari Equity Fund
1000000 Units 10,000,000 10,070,000 10,000,000 10,500,000
Sunrise Blue Chip Fund
1000000 Units 10,000,000 8,740,000 10,000,000 10,160,000
NIBL Samridhi Fund2
3672123 Units 36,721,230 31,837,306 36,721,230 39,695,650
Prabhu Select Fund
1468100 Units 14,681,000 14,108,441 14,681,000 14,886,534
NIC SELECT 30
1000000 Units 10,000,000 8,770,000 10,000,000 9,940,000
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4.8.3 Investment in equity measured at fair value through other comprehensive income

As at 32 Ashadh 2079 As at 31 Ashadh 2078

Particulars
Fair Value Fair Value

Global IME Samunnat Scheme 1

1504019 Units 30,551,354 15,040,190 - -
RBB Mutual Fund 1

1000000 Units 10,000,000 9,270,000 - -
NABIL BALANCED FUND Il

16670 Units 166,700 157,198 - -
Total 319,567,669 231,968,273 278,849,615 283,255,525

Nepal Clearing House Ltd.

16799 Shares of 100 each with Bonus 612,600 1,679,900 612,600 882,100
Prabhu Capital Ltd.

37518 Shares 3,000,000 3,751,800 3,000,000 3,000,000
Smart Choice Technologies Ltd.

153920 shares of Rs. 100 Each 15,392,000 15,392,000 15,392,000 15,392,000
Total 19,004,600 20,823,700 19,004,600 19,274,100
Grand Total 338,572,269 252,791,973 297,854,215 302,529,625

4.9 Current Tax Assets/(Liabilities)

Particulars ‘ Current Year‘ Previous Year

Current Tax Assets
Current year Income Tax Assets 313,658,341 316,516,517
Tax Assets of Prior Periods - -

Current Tax Liabilities
Current year Income Tax Liabilities 279,435,266 269,564,022
Tax Liabilities of Prior Periods - -

Total 34,223,075 486,952,495

Current Tax Assets includes advance income tax paid by the Bank under self assessment tax returns filed as per the Income Tax Act 2058 and tax deducted at
source (TDS) by several parties on behalf of the Bank. Similarly, current income tax liabilities includes the tax payable to the Government computed as per the
provision of the Income Tax Act 2058.

4.10 Investment in Subsidiaries

Investment in Quoted Subsidiaries - -
Investment in Unquoted Subsidiaries - -
Total Investment
Less: Impairment Allowances - -
Net Carrying Amount - -

4.10.1: Investment in Quoted Subsidiaries
‘ Previous Year

‘ Cost‘ Fair Value
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each
Total
4.10.2: Investment in Unquoted Subsidiaries
‘ Cost‘ Fair Value
Ltd.
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4.10.3: Information relating to Subsidiaries of the Bank
‘ Percentage of Ownership held by Bank
‘ Current Year‘ Previous Year

...Ltd.

Total - -

4.10.4: Non Controlling Interest of the Subsidiaries

..... Ltd .....L.td
Equity Interest held by NCI (%)
Profit (Loss)allocated during the year
Accumulated Balances of NCl as on Asar End
Dividend Paid to NCI
..... Ltd .....Ltd

Equity Interest held by NCI (%)

Profit (Loss)allocated during the year
Accumulated Balances of NCl as on Asar End
Dividend Paid to NCI

4.11 Investment in Associates

Particulars ‘ Current Year‘ Previous Year
Investment in Quoted Associates - -
Investment in Unquoted Associates - -
Total Investment - -
Less: Impairment Allowances - Associates - -
Net Carrying Amount - -
4.11.1: Investment in Quoted Associates
Previous Year
Cost Fair Value

.......... Ltd.

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

.......... Ltd.

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

Bank

Percentage of Ownership held by Bank

Previous Year
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4.12 Investment Properties
Particulars ‘ Current Year‘ Previous Year

Investment Properties measured at Fair Value
Balance as on Shrawan 01 34,810,000 9,610,000
Addition/(Disposal) during the year. 202,870,213 25,200,000
Net Changes in fair value during the year. - -
Adjustment/Transfer - Fair Value - -
Closing Balance of NBA 237,680,213 34,810,000
Investment Properties measured at Cost
Balance as on Shrawan 01. - -
Addition/(Disposal) during the year - -
Net Changes in fair value during the year - -
Adjustment/Transfer - At Cost - -
Net Amount - -
Total 237,680,213 34,810,000
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Particulars

Goodwill ‘

Software

Purchased ‘ Developed ‘

Other

Total Asar end 2079

Total Asar end 2078

Balance as on Shrawan 12078 26,359,279 - - 26,359,279 17,086,559
Addition during the Year
Acquisition 2,607,050 - - 2,607,050 10,440,168
Capitalization - - - - -
Disposal during the year - - - - -
Adjustment/Revaluation - - - (1,167,447)
Balance as on Ashadh end 2079 28,966,329 - - 28,966,329 26,359,279

As on Shrawan 12078 (10,107,711) = = (10,107,711) (6,693,331)
Impairment for the year

Depreciation for the year (4,073,567) - - (4,073,567) (3,414,380)
Amortisation charge for the year - - - -
Disposals - - - - -
Adjustment - - - - -
As on Ashadh end 2079 (14,181,278) = o (14,181,278) (10,107,711)
Capital Work in Progress 84,283,146
Net Book Value 14,785,051 - - 14,785,051 100,534,705
As on Ashadh end 2079 14,785,051 - - 14,785,051 100,534,705
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4.15 Deferred Tax

Particulars

Deferred Tax Assets

Deferred Tax Liabilities

Current Year

Net Deferred Tax Assets

Deferred tax on temporary differences on following items

/(Liabilities)

Loans and Advances to BFls

Loans and Advances to Customers

Investment Properties

Investment Securities 25,734,089 - 25,734,089
Property and Equipment - 165,323,916 (165,323,916)
Employees’' Defined Benefit Plan 36,612,436 - 36,612,436
Lease Liabilities 173,433,745 - 173,433,745
Provisions 2,974,727 - 2,974,727
Debentures 1,768,223 - 1,758,223
Other Temporary Differences - - -
Deferred tax on temporary differences 75,189,304
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
;lg;sneferred Tax Asset (Liabilities) as on year end of Ashadh 75,189,304
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2078 (28,379,326)
Origination/(Reversal) during the year 46,809,978
Deferred Tax expense (income) recognized in profit or loss 21,776,555
Deferred Tax expense (income) recognized in OCI 25,033,423

Deferred Tax expense (income) recognized directly in Equity

Particulars

Deferred tax on temporary differences on following items

Bank

Deferred Tax Assets

Deferred Tax Liabilities

Previous Year

Loans and Advances to BFls

Loans and Advances to Customers

Investment Properties

Net Deferred Tax Assets
/(Liabilities)

Investment Securities - 1,402,623 (1,402,623)
Property and Equipment - 4,683,514 (4,683,514)
Employees’' Defined Benefit Plan 33,860,064 € - 33,860,064
Lease Liabilities - - -
Provisions - - -
Debentures 605,398 - 605,398
Other Temporary Differences - - -
Deferred tax on temporary differences 28,379,326
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
lzig;;)eferred Tax Asset (Liabilities) as on year end of Ashadh 28,379,326
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2076 (36,562,104)
Origination/(Reversal) during the year (8,182,778)
Deferred Tax expense (income) recognized in profit or loss 9,498,969
Deferred Tax expense (income) recognized in OCI (17,681,747)

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

Particulars ‘ Current Year‘ Previous Year

Bills Receivable 1,993,532 56,737,002
Accounts Receivable 35,624,978 36,125,214
Accrued Income 81,021,643 66,623,954
Prepayments and Deposits 20,778,704 263,354,843
Deferred Employee Expenditure 108,649,487 130,782,059
Other
Prepaid Expenses 6,824,892 397,540
Stationery Stock 15,916,399 15,375,451
Insurance Tie Up Home Loans - Interest Receivable 24,499,746 18,887,414
Staff Advances 13,257,420 9,168,876
Deferred Revenue Expenditure 15,401,886 22,255,296
Paid In Advance 2,501,011 3,102,045
NRB - Interest Subsidy 31,965,460 10,617,059
Other Assets 4,353,468 81,71
Total 362,788,627 633,508,463

4.17 Due to Banks and Financial Institutions

Particulars ‘ Current Year‘ Previous Year

Money Market Deposits - -
Interbank Borrowing - -

Other Deposits from BFls 4,303,589,712 1,106,024,820
Settlement and Clearing Accounts - -
Total 4,303,589,712 1,106,024,820
4.18 Due to Nepal Rastra Bank

Refinance from NRB 1,049,542,033 599,786,423
Standing Liquidity Facility 1,760,000,000 -

Lender of Last Resort facility from NRB - -
Securities sold under repurchase agreements - -
Other Payable to NRB - -
Total 2,809,542,033 599,786,423

4.19 Derivative Financial Instruments
Particulars ‘ Current Year‘ Previous Year
Held for Trading
Interest Rate Swap - Held for Trading - -
Currency Swap - Held for Trading - -
Forward Exchange Contracts - Held for Trading - -
Others - Held for Trading - -
Held for Risk Management
Interest Rate Swap - Risk Management - -
Currency Swap - Risk Management - -
Forward Exchange Contracts - Risk Management - -
Others - Risk Management - -
Total - -

4.20 Deposits from Customers

Particulars Current Year Previous Year
Institutional Customers:
Term Deposits. 8,450,536,568 10,022,924,435
Call Deposits 2,997,485,684 3,356,857,828
Current Deposits. 622,620,051 761,324,646
Others. - -
Individual Customers:
Term Deposits 23,861,571,049 16,971,200,748
Saving Deposits 10,323,856,945 13,088,298,062
Current Deposits - -
Call Deposits. - -

Total 486,256,070,297 44,200,605,720
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4.20.1: Currency wise analysis of deposit from customers

Particulars

Current Year

Nepalese Rupee

46,256,070,297

44,200,605,720

Indian Rupee

United States Dollar

Great Britain Pound

Euro

Japanese Yen

Chinese Yuan

Other

Total

486,256,070,297

44,200,605,720

4.21 Borrowings
Particulars ‘ 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

4.22 Provisions

Particulars ‘ Current Yea

Provisions for Redundancy

r‘ Previous Year

Provisions for Restructuring

Pending Legal Issues and Tax Litigation

Onerous Contracts

Other

Provision for Expenses 11,552,204 20,742,331
Provision for rebate and refund 4,211,548 4,211,548
Provision on Assets for Probable Loss - 770,045
Provision for NBA - -
Other Provisions 281,505 100,383
Total 16,045,256 25,824,308

4.22.1: Movement in Provision

Particulars ‘ Current Year‘ Previous Year

Balance at Shrawan 01 25,824,308 71,409,499
Provisions made during the year - -
Provisions used during the year (9,779,052) (45,585,191)
Provisions reversed during the year - -
Unwind of Discount - -
Balance at Asar end 16,045,256 25,824,308
4.23 Other Liabilities

Particulars Current Year‘ Previous Year
Liabilities for emloyees defined benefit obligations 53,807,989 47,422,425
Liabilities for long service leave 68,233,465 65,444,456
Short term employee benefits 560,708 560,708
Creditors and accruals 5,192,053 18,811,020
Interest payable on deposits 62,848,211 50,271,649
Unpaid Dividend 10,124,215 13,071,591
Employee bonus payable 95,890,793 96,063,017
Other

Lease Liability 578,112,484 -
Employee Provident Fund Payable 26,480 3,413,601
ATM/CARD Payables 18,850,660 8,952,476
TDS Payable 39,324,396 31,932,232
Managers Cheque 875,339 1,864,313
Deposit Account Payable 25,792,131 37,419,244
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Fee\Commission Payable 4,422,055 3,020,485
CIT Payable 50,000 7,788,224
Social Security Fund Payable 36,424,239 35,551,517
Retention Money 28,442,797 37,020,974
Payable for Remittance 816,611 734,488
Other Liabilities 60,761,346 17,638,145
Interest payable on debentures 45,123,287 34,273,294
Clearing Accounts 1,060,120 698,394
CIB Payable 1,004,690 2,139,990
Total 1,137,734,070 541,440,649
4.23.1: Defined Benefit Obligation

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

Particulars Current Year‘ Previous Year
Present value of unfunded obligations 58,690,578 47,422,425
Present value of funded obligations - 7,926,606
Total present value of obligations 58,690,578 55,349,031
Fair value of plan assets 4,882,589 7,926,606
Present value of net obligations 53,807,989 47,422,425
Recognised liability for defined benefit obligations 53,807,989 47,422,425

4.23.2: Plan Assets

Plan assets comprise
Particulars ‘ Current Year‘ Previous Year

Equity securities

Government bonds

Bank deposit - -
Other 4,882,589 7,926,606
Total 4,882,589 7,926,606
Actual return on plan assets (103,573) 751,083

£4.23.3: Movement in the present value of defined benefit obligations

Current Year‘

Particulars

Defined benefit obligations at Shrawan 1 55,349,031 43,318,703
Actuarial losses (10,428,859) 2,497,111
Benefits paid by the plan (2,940,444) (4,393,460)
Current service costs and interest 16,710,810 13,926,677
Defined benefit obligations at Asar end 58,690,538 55,349,031

4.23.4: Movement in the fair value of plan assets

Particulars

Current Year

Previous Year

Fair value of plan assets at Shawan 1 7,926,606 11,568,983
Contributions paid into the plan - -
Benefits paid during the year (2,940,444) (4,393,460)
Actuarial (losses) gains (3,417,898) (290,126)
Expected return on plan assets 3,314,325 1,041,208
Fair value of plan assets at Asar end 4,882,589 7,926,606

4.23.5: Amount recognised in profit or loss

Particulars

Current Year

Previous Year

Current service costs 11,889,695 10,907,977
Interest on obligation 4,821,155 3,018,700
Expected return on plan assets (3,314,325) (1,041,208)
Total 13,396,525 12,885,469

4.23.6: Amount recognised in other comprehensive income

Current Year

Previous Year

Particulars
Acturial (gain)/loss

(10,428,859)

2,497,111

Total

(10,428,859)

2,497,1M

4.23.7: Actuarial assumptions
Particulars ‘ Current Year‘ Previous Year

Discount rate 1% 9%
Expected return on plan asset N% 9%
Future salary increase 10% 10%
Withdrawal rate 18% 15%
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Current Year‘ Previous Year
Debt securities issued designated as at fair value through profit or loss - -
Debt securities issued at amortised cost 994,139,255 992,982,007
Total 994,139,255 992,982,007
Particulars Current Year‘ Previous Year
Redeemable preference shares - -
Irredeemable cumulative preference shares (liabilities component - -
Other - Subordinated Liabilities - -
Total - -
Particulars Current Year‘ Previous Year

Ordinary shares

Convertible preference shares (equity component only)

3,142,577,022

2,651,963,732

Irredeemable preference shares (equity component only)

Perpetual debt (equity component only)

Total

3,142,577,022

2,651,963,732

Particulars
Authorized Capital

Current Year

Previous Year

50,000,000 Ordinary share of Rs. 100 each

5,000,000,000

3,000,000,000

Issued capital

31,425,770.22 Ordinary share of Rs. 100 each

3.142,577,022

2,651,963,732

Subscribed and paid up capital

31,425,770.22 Ordinary share of Rs. 100 each

3.142,577,022

2,651,963,732

Total 3,142,577,022 2,651,963,732
Particulars Percent ‘ Amount
Domestic ownership
Nepal Government - -
"A’ class licensed institutions - -
Other licensed institutions - -
Other Institutions 4.69% 147,543,578
Public 95.31% 2,995,033,444
Other - -
Foreign ownership - -
Total 100% 3,142,577,022

Share Capital Structure
Promoter Shareholder: 51%

Ordinary Shareholder: 49%
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Details of Shareholders holding 0.5% or more of total share capital of the Bank

S.N. |Name of shareholders Total Kitta Percentage (%)
1 Tulasa Pandey 764,684 2.43%
2 Sita Acharya 552,492 1.76%
3 Shri Ram Pandey 435,339 1.39%
4 Sitaram Upreti 429,158 1.37%
5 Madan Khanal 382,798 1.22%
6 Kamal Raj Uday 321,812 1.02%
7 Ganesh Bahadur Shrestha 312,599 0.99%
8 Ram Prasad Pokherel 297,046 0.95%
9 Hathway Investment Nepal 296,803 0.94%
10 |Rib Bahadur Thapa 292,556 0.93%
1 Chakrapani Bastola 258,781 0.82%
12 |Bhim Prasad Tulachan 256,582 0.82%
13 |Dewan Singh Thapa 251,322 0.80%
14 |Global Ime Sammunat Yojana -1 250,366 0.80%
15 |Babu Ram Pant 247,183 0.79%
16 |Bhim Raj Adhikari 242,533 0.77%
17 |Prakash Chhetri 234,054 0.74%
18 |Omkar Gauchan 231,725 0.74%
19 |Janardan Dev Pant 218,270 0.69%
20 |Raj Kumar Amatya 206,663 0.66%
21 |Bharatraj Koirala 184,390 0.59%
22 |Deepak Kharel 171,092 0.54%
23 |Rajendranidhi Koirala 170,913 0.54%
24 |Caliber Investment Company Pvt Ltd 163,983 0.52%
25 |Bhaktaram Gyawali 160,533 0.51%
4.27 Reserves

Particulars Current Year‘ Previous Year
Statutory General Reserve 657,238,618 539,221,561
Exchange Equilisation Reserve 724,969 281,275
Corporate Social Responsibility Reserve 6,097,654 5,981,757
Capital Redemption Reserve - -
Regulatory Reserve 466,897,594 111,646,881
Investment Adjustment Reserve 3,000,000 3,000,000
Capital Reserve - -
Assets Revaluation Reserve - -
Fair Value Reserve (60,046,207) 3,272,786
Dividend Equalisation Reserve - -
Debenture Redemption Reserve - -
Actuarial Gain (3,625,242) (8,532,915)
Special Reserve - -
Other Reserve 4,994,933 3,884,182
Total 1,075,282,320 658,755,534
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Statutory General Reserve
General reserve maintained as per the regulatory requirements of the Banks and Financial Institutions Act, 2073. 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 Banks and Financial Institutions Act, 2073. There is a regulatory requirement to set aside 25% of the
foreign exchange revaluation gain on the translation of foreign currency to the reporting currency.

Corporate Social Responsibility Reserve
Corporate Social Responsibility reserve of 1% of net profit after tax is maintained as per Nepal Rastra Bank Directive. The balance in the reserve includes the
apportion of profit of current year and unexhausted balance of previous year which shall be utilized as per CSR objective in the coming years.

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 ungoted investments.

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.

Actuarial gain/(losses)
The reserve created against the actuarial valutation of gratuity benefit to the employee of the bank.

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.

4.28 Contingent liabilities and commitments
Particulars ‘ Current Year‘ Previous Year

Contingent liabilities 377,536,149 9,400,000
Undrawn and undisbursed facilities 923,471,897 160,957,616
Capital commitment - -
Lease Commitment - -
Litigation - -
Total 1,301,008,046 170,357,616

4.28.1: Contingent Liabilities

Particulars Current Year Previous Year
Acceptance and documentary credit - -

Bills for collection - -
Forward exchange contracts - -
Guarantees 377,536,149 9,400,000
Underwriting commitment - -
Other commitments - -
Total 377,536,149 9,400,000

4.28.2: Undrawn and undisbursed facilities

Particulars ‘ Current Year‘ Previous Year
Undisbursed amount of loans - -
Undrawn limits of overdrafts 923,471,897 160,957,616

Undrawn limits of credit cards - -
Undrawn limits of letter of credit - -
Undrawn limits of guarantee - -
Total 923,471,897 160,957,616

4.28.3: Capital commitments

Capital expenditure approved by relevant authority of the bank but provision has not been made in financial statements
Particulars ‘ 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 = -
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Particulars
Operating lease commitments

Current Year‘ Previous Year

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

Not later than 1year

Later than 1year 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 1year

Later than 1year but not later than 5 years

Later than 5 years

Sub total

Grand total

Medium Tax Payer Office has reassessed the income tax of FY 2072/73 demanding total additional tax of Rs. 36.08 lakhs (erstwhile Kaski Finance Ltd and Sewa

Bikas Bank Ltd). The bank has disputed the said ment and is under with the Revenue Tribunal.

Large Tax Payer Office has reassessed the income tax of FY 2074/75 demanding total additional tax of Rs. 86.19 lakhs. The bank has disputed the said assessment

and is under with the Revenue Tribunal.
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4.29 Interest Income

Particulars ‘ Current Year‘ Previous Year
Cash and cash equivalent 83,835,362 14,546,584
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions - -
Loan and advances to bank and financial institutions 132,924,291 77,834,336
Loans and advances to customers 5,254,857,498 3,680,727,452
Investment securities 268,797,211 258,047,929
Loan and advances to staff 95,876,517 59,158,328
Other - -
Total interest income 5,836,290,879 4,090,314,629

Notes:

Interest income is recognized for all items on accrual basis as per the fair presentation framework of NFRS. Interest accrual on default party is not recognised
as per the guidelines issued by Nepal Rastra Bank. Hence considering the materiality of the transaciton cost with respect to the tenure of the loan interest rate
charged to customer is considered as effective interest rate to calculate the interest on loans and advances.

4.30 Interest Expenses
Particulars ‘ Current Year‘ Previous Year

Due to bank and financial institutions 1,883,614 -
Due to Nepal Rastra Bank 21,191,568 7,925,217
Deposits from customers 3,637,003,453 2,513,863,934
Borrowing 92,772,603 -
Debt securities issued 90,724,931 32,255,301
Subordinated liabilities - -
Other - -
Total Interest expense 3,843,576,168 2,554,044,452

Notes:

Interest expense on all financial liabilities including deposits are recognized in profit or loss using effective interest rate method.

4.31 Fees and Commission Income
Particulars

‘ Current Year‘

Previous Year

Loan administration fees 137,997,669 246,627,785
Service Fees 73,119,789 16,029,849
Consortium fees - -
Commitment fees 2,963,086 6,364,674
DD/TT/Swift fees - -
Credit Card/ATM issuance and renewal fees 2,725,350 5,285,723
Prepayment and swap fees 2,559,376 4,020,122
Investment banking fees - -
Asset management fees - -
Brokerage fees 2,839,547 2,127,961
Remittance fees 7,089,414 6,300,856
Commission on letter of credit - -
Commission on guarantee contracts issued - -
Commission on share underwriting/issue - -
Locker rental 2,516,694 837,875
Other fees and commission income

Agency Commission 3,466,619 1,307,020
Service Charges - Cards 5,473,692 2,672,671
Prepayment fee - -
Mobile banking 34,818,150 23,866,188
Renewal Fees - -
Exchange Fee - -
Revenue Sharing - NCHL 3,677,300 3,646,420
Other Fee and Commission - Cards 6,373,101 3,646,243
Other Fees and Commission - Loan 9,729,273 15,635,366
Total Fees and Commission Income 295,329,060 338,368,753

Fees and commissions are generally recognized on an accrual basis when the service has been provided or significant act is performed. Service processing fees
on loan is recognized as fees and commission income by the bank and the same is recognized by the bank upfront and is not deferred with the tenure of loan.
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Particulars ‘ Current Year‘ Previous Year

ATM management fees 13,516,556 7,357,367
VISA/Master card fees - -
Guarantee commission - -

Brokerage - -
DD/TT/Swift fees. - -
Remittance fees and commission - -
Other fees and commission expense - 9,412
Total Fees and Commission Ex 13,516,556 7,366,778

p
Particulars ‘ Current Year‘ Previous Year

Changes in fair value of trading assets

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

95,047

44,822

Gain/loss foreign exchange transaction
Other - -
Net trading income 95,047 44,822

Net trading income includes all gains and (losses) from changes in fair value, related capital gains/ losses, foreign exchange trading gains/ (losses), interest
income from trading assets and dividend from financial assets measured at fair value through profit or loss. Dividend income from assets is recognized when
the bank’s right to receive the payment is established.

Particulars ‘ Current Year‘ Previous Year

Foreign exchange revaluation gain 1,774,776 206,131
Gain/loss on sale of investment securities 1,405,740 248,508,075
Fair value gain/loss on investment properties - -
Dividend on equity instruments 21,222,025 13,600,168
Gain/loss on sale of property and equipment 741,012 1,081,165
Gain/loss on sale of investment property 7,598,432 -

Operating lease income - _
Gain/loss on sale of gold and silver - _
Other Operating Income 6,852,086 3,931,141
Total 39,594,072 267,326,680

All other operating income not specifically provided under the income heads above is booked and presented under this head. This include foreign
exchange revaluation gain,gain/loss on sale of available for sale securities, dividend on available for sale securities, gain/loss on sale of property and
equipment, gain/loss on sale of investment properties, operating lease income, gain/loss on sale of gold and silver, finance income of finance lease etc.

Particulars ‘ Current Year‘ Previous Year
Impairment charge/(reversal) on loan and advances to BFls - 2,683,005
Impairment charge/(reversal) on loan and advances to customers 284,127,846 269,429,600
Impairment charge/(reversal) on financial Investment - -
Impairment charge/(reversal) on placement with BFls - -

)

)

)

Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties - -
Total 284,127,846 272,112,605

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. Accrued Interest Receivable on loans have been considered
under Loans and Advances measured at Amortized Cost. Loan to employees provided according to the Employee Bylaws of the bank is presented under this
head, which is also measured at amortized cost.
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4.36 Personnel Expenses
Particulars ‘ Current Year‘ Previous Year

Salary 245,786,310 229,135,353
Allowances 185,440,576 158,203,846
Gratuity Expense 13,396,525 12,885,469
Provident Fund 20,986,266 20,297,880
Uniform 7,686,151 4,147,405
Training & development expense 10,509,425 396,687
Leave encashment 25,400,819 35,614,909
Medical - 1,300
Insurance - Staff 814,475 2,045,140
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 67,569,777 35,291,282
Other expenses related to staff

Staff Tiffin Expenses 21,842,156 19,890,060
Voluntary Retirement Scheme (VRS) Expenses - 2,511,000
Other expenses related to staff 4,983,805 7,677,182
Subtotal 604,416,287 528,097,515
Employees Bonus 94,193,777 95,360,088
Grand total 698,610,064 623,457,603

Provision for staff bonus is a mandatory requirement under the requirement of the Bonus Act, 2074. All expenses related to employees of a bank has been
included under this head. Expenses covered under this head include employees’ salary, allowances, pension, gratuity, contribution to provident fund, training

expenses, uniform expenses, insurance, staff bonus, finance expense under NFRS, etc. Staff Loans are fair valued using the market rates.

4.37 Other Operating Expense
Particulars ‘ Current Year‘ Previous Year

Directors’ fee 1,782,000 1,476,000
Directors’ expense 2,159,815 544,251
Auditors’ remuneration 800,000 750,000
Other audit related expense - -
Professional and legal expense 788,910 749,304
Office administration expense 188,617,208 153,329,350
Operating lease expense - 84,275,520
Corporate social responsibility expense - 1,971,643
Other Expenses 82,707,456 19,468,854
Finance Expense- Lease 58,618,432 -
Share Issue Expenses 2,017,948 1,445,436
Deposit Product Insurance 219,671 351,820
Bank Charges 664,875 2,186,185
Mobile Banking Expenses 735,183 3,025,180
Registration and Renewals 5,970,974 4,209,272
Clearing Expenses 541,510 502,895
Software Licencing and Related Costs 11,445,917 5,794,112
DC Colocation Rent 1,000,728 976,320
Debenture & Other Related Expenses 1,056,644 673,577
Commission Expenses - 304,057
Onerous lease provisions - -
Total 276,855,390 262,564,924

All operating expenses other than those relating to personnel expense are recognized and presented under this account head. The expenses covered under
this account head includes office administration expense, other operating and overhead expense, directors’ emoluments, remuneration and audit fee paid to

auditors, professional and legal expense, expense of restructuring, onerous lease provisions etc.
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Particulars ‘ Current Year‘ Previous Year
Water and electricity 20,168,193 16,712,481
Repair and maintenance

(a) Building 1,603,625 945,601
(b) Vehicle 2,311,485 1,362,912
(c) Computer and accessories 481,496 222,355
(d) Office equipment and furniture 2,852,616 1,458,455
(e) Other 674,033 1,090,792
Insurance 8,218,360 3,870,349
Postage, telex, telephone, fax 5,182,563 5,245,425
Printing and stationery 14,321,948 11,998,424
News paper, books and journals 27,120 33,240
Advertisement 9,317,198 4,558,331
Security expense 45,388,032 44,561,125
Deposit and loan guarantee premium 19,483,186 13,076,032
Travel allowance and expense 9,804,428 4,990,300
Annual/special general meeting expenses 822,402 515,723
Other

Fuel Expenses 6,713,338 5,441,441
Business Promotion Expenses 8,154,177 7,856,824
Technical/Consultancy Services Fee 471,829 641,654
Office Expenses 16,529,381 12,607,053
Annual Maintenance 3,602,980 3,333,336
Meeting Expenses 186,480 1,202,539
Branch Opening Expenses 272,100 112,601
Donation - 400
Internet Expenses 12,030,239 11,491,956
Total 188,617,208 153,329,350

Particulars ‘ Current Year‘ Previous Year

Depreciation on property and equipment 109,329,407 112,710,000
Depreciation on Right of use Assets 76,342,324

Depreciation on investment property - -
Amortisation of intangible assets 4,073,567 3,414,380
Total 189,745,298 116,124,379

Depreciation is calculated by using the written down value method on cost or valuation of the Property & Equipment other than freehold land and leasehold
properties. Depreciation on leasehold properties is calculated by using the straight line method on cost or valuation of the property. Intagible asset contains

software which has been amortised over 5 years.

Recovery of loan written off

‘ Current Year‘ Previous Year

Otherincome

Total

Particulars ‘ Current Year‘ Previous Year

Loan written off 17,133,739 2,143,348
Redundancy provision - -
Expense of restructuring - -
Other expense. - -
Total 17,133,739 2,143,348

Particulars
Current tax expense

‘ Current Year Previous Year

Current year

279,435,266 269,564,022

Adjustments for prior years
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Deferred tax expense

Origination and reversal of temporary differences (21,776,555) (9,498,969)
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense 257,658,711 260,065,053

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.Inocme tax and deferred tax have been recognised as per regulatory profit.

4.41.1: Reconciliation of tax expense and accounting profit

Current Year

Previous Year

Profit before tax 847,743,997 858,240,793
Tax amount at tax rate of 30% 254,323,198.97 257,472,238
Add: Tax effect of expenses that are not deductible for tax purpose 25,112,067 12,091,784
Less: Tax effect on exempt income - -
Add/less: Tax effect on other items - -
Total income tax expense 279,435,266 269,564,022
Effective tax rate 32.96% 31.41%
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5. DISCLOSURES & ADDITIONAL

INFORMATION
Year ended 32 Ashadh 2079

5.1. FINANCIAL RISK MANAGEMENT

Introduction and Overview

Risk is inherent in the Bank's activities but is
managed through a process of ongoing identification,
measurement and monitoring, subject to risk limits
and other controls. This process of risk management
is critical to the Bank's continuing profitability and each
individual within the Bank is accountable for the risk
exposures relating to his or her responsibilities. The
Bank is mainly exposed to;

1. Credit Risk

2 Liquidity Risk

3. Market Risk

4 Operational Risk

Risk Management Framework

The Board of Directors has overall responsibility for
the establishment and oversight of the Bank's risk
management framework. Chief Risk Officer (CRO)
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 withitsinternal operating policies and other
applicable regulations and procedures, external, legal,
regulatory or contractual requirements on a continuous
basis. Further, CRO ensures integration of all major
risk in capital assessment process. The Bank's risk
management policies are established to identify and
analyse the risks faced by the Bank, to set appropriate
risk limits and controls, and to monitor adherence
to established limits. Risk management policies and
systems are reviewed annually to reflect changes in
market conditions, products and services offered. The
Bank , through its training and management standards
and procedures, continuously updates and maintains
a disciplined and constructive control environment,
in which all employees are assigned and made to
understand their respective roles and responsibilities.

Risk Management structure is depcited below:

5.1.1. Credit Risk

Risk is an inherent feature of any business and it drives
an entity towards income generation. Likewise, Risk
management objective of the Bank is to strike balance
between risk and return, and ensure optimum Risk-
adjusted return on capital. A reasonable level of return
is essential for sustainability of the business. However,
taking higher risk in search of higher earnings may have
chances to result in failure of business. Thus effective
risk management is a must for business success. Towards
this end Kamana Sewa Bikas Bank has implemented
robust risk management architecture as well as policies
and processes approved by the Board of Directors. These
encompass independent identification, measurement
and management of risks across various facets of banking
operation.

Board level risk management committee has been set
up under NRB Directive for ensuring/reviewing bank's
risk appetite are in line with the policies and CRO acts as
member secretary. CRO closely monitors and report on
credit related risks in RMC meeting.

Credit Risk Mitigation (CRM)

The Bank has extensive policy and guidelines to mitigate
credit risks. The Bank's credit policy has strengthened
minimizing credit risk and provided support to make
qualitative analysis based on sound credit principles and
procedures. Bank has a policy to consider as security
for pledge, hypothecated or mortgage which have value
considering physical control and legal title. Bank has
considered eligible CRM as prescribed by Capital Adequacy
standard. Collateral taken as Deposit with own Bank,
Deposit with other BFls, National Saving & Development
Bonds, and Gold & Silver have been considered as CRM
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and adjusted on overall risk weighted exposure on credit
risk in line with the standard.

The Bank has developed a risk assessment culture
and has in place the required reports for assessing
concentration of risks. Periodic performance reporting
based on Balanced Scorecard, in line with capital
strength, to the Board is also in place. These reports
are periodically put up to the board. Board also reviews
the same and issues instructions, as appropriate, to the
Bank's management.

Collateral and other credit enhancements

The amount and type of collateral required depends on
an assessment of the credit risk of the counter-party.
Guidelines are in place covering the acceptability and
valuation of each type of collateral.

The general creditworthiness of customers tends to be
the most relevant indicator of credit quality of a loan.
However, collateral provides additional security and
the Bank generally requests large borrowers to provide
same. The Bank may take collateral in the form of a
first charge over real estate and residential properties,
floating charges over all corporate assets and other
liens and guarantees.

The Bank's policy is to pursue timely realisation of the
collateral in an orderly manner. The proceeds are used
to reduce or repay the outstanding claim. The Bank
generally does not use non-cash collateral for its own
operations.

Definition of Past Due
Bank consider that any amounts uncollected one day or
more beyond their contractual due date are ‘past due'.

Past due but not impaired loans

Past due but not impaired loans are those for which
contractual interest or principal payments are past
due, but the Bank believes that impairment is not
appropriate on the basis of the stage of collection of
amounts owed to the Bank. All loans and advances have
been impaired.
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5.1.2. Market Risk

Market riskis the risk that the fair value or future cash flows
of financial instruments will fluctuate due to changes in
market variables such as interest rates, foreign exchange
rates, commodity prices and equity prices. The bank
classifies exposures to market risk into either trading
or non-trading portfolios and manages each of those
portfolios separately. The bank has separate market risk
management policy in place as a guiding document.

Market Risks are discussed at Asset Liability Management
Committee (ALCO) of the Bank and even discussed at
respective division level on open position on daily basis.
The limits for open position are controlled, level wise which
ensures in-depth knowledge of the market and movement
before taking decision (by choice). The monthly reports on
such aspects are well discussed and dealt in ALCO. The
committee ensures functioning of the jobs in line with the
policies and procedures and suggests/recommends for
necessary steps collectively to address the risk on interest
rate movement, exchange rate movement and equity price
changes. Most of the market operations (investments) are
done from the Treasury Front Office which reports to the
Chief Financial Officer and exposure accounting including
booking of income/expense is done from Treasury Back
Office which reports to the Chief Operating Officer.
The Bank assesses the open position on daily basis and
calculatesrisk exposure for allocation of required capital in
line with Basel provisions. Likely impact on earnings due to
change in the market condition and change in the standing
of the counter-party are well assessed periodically and
necessary actions are taken as appropriate. TFO is
equipped with advanced dealing platform for timely and
effectively concluding the deals. Similarly the unit is
equipped with modern and advanced information system
on global news, market movements and any incidents so
that bank can manage and maintain the position favorably.

5.1.3. Liquidity Risk & Funding management

Liquidity risk is the risk that the Bank will encounter
difficulties in meeting its financial commitments that
are settled by delivering cash or another financial asset.
Hence the bank may be unable to meet its payment
obligations when they fall due under both normal and
stress circumstances. To limit this risk, management has
arranged diversified funding sources in addition to its
core deposit base, and adopted a policy of continuously
managing assets with liquidity in mind and of monitoring
future cash flows and liquidity on a daily basis. The bank
has formulated separate liquidity risk management policy
and developed internal control processes and contingency
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plans for managing liquidity risk. This incorporates an
assessment of expected cash flows and the availability
of high grade collateral which could be used to secure
additional funding if required.

The Bank maintains a portfolio of highly marketable and
diverse assets assumed to be easily liquidated in the
event of an unforeseen interruption of expected cash
flow. The Bank also has committed lines of credit that
could be utilized to meet liquidity needs. Further, the
Bank maintainsa statutory deposit with the Nepal Rastra
Bank equal to approx. 3.19% of customer local deposits.
In accordance with the bank's policy, the liquidity
position is assessed and managed under a variety of
scenarios, giving due consideration to stress factors
relating to both the market in general and specific to the
Bank. The most important of these is to maintain the
required ratio of liquid assets to liabilities, to meet the
regulatory requirement . Liquid assets consist of cash,
short-term bank deposits and liquid debt securities
available for immediate sale.

Statutory Liquidity Ratio
For the Month of Ashad 2079 16.13%

5.1.4. Fair value of Financial instruments

Financial instruments are recorded at fair value. The
following is a description of how fair values are determined
for financial instruments that are recorded at fair value
using valuation techniques. These incorporate the bank's
estimate of assumptions that a market participant would
make when valuing the instruments.

For all financial instruments where fair values are
determined by referring to externally quoted prices or
observable pricing inputs to models, independent price
determination or validation is obtained. In an inactive
market, direct observation of a traded price may not
be possible. In these circumstances, the Bank uses
alternative market information to validate the financial
instrument’s fair value, with greater weight given to
information that is considered to be more relevant and
reliable. Financial assets measured at fair value (either
through PL or OCI), primarily consisting of quoted
equities and Quoted Mutual Fund units, are valued
using the quoted market price in active markets as at the
reporting date. If unquoted, those are carried at cost.

Financial investments - Measured

ocClI

Financial assets measured through OCI, primarily consist
of quoted equities and Quoted Mutual Fund units ,are valued
using the quoted market price in active markets as at the
reporting date. For unquotes securities those are carried at
cost.

through

5.1.5. Operational Risk

Operational risk is the risk of losses arising from failed
internal processes, systems failure, human error, fraud or
external events. When controls fail to perform, operational
risks can cause damage to reputation, have legal or
regulatory implications, or lead to financial loss. Strategic
and Reputational Risks are not covered in Operational Risk.

Effective operational risk management systems aims
to minimizing losses and customer dissatisfaction due
to failure in processes, focusing on flows in products
and their design that can expose the Bank to losses due
to fraud, analyzing the impact of failures in technology /
system, developing plans to meet external shocks that
can adversely impact continuity in the Bank's operations.
Bank has introduced a “‘comprehensive operational risk
monitoring and reporting framework” as well as “output
checking”at all branches covering all transactions on daily
basis to minimize operational risk.

One of the growing risks among others these days is
Operations Risk that arises out of inefficient processes
and people inside and outside the Bank. Asset Liability
Management Committee (ALCO) is the management
committee where operating risk, market risk and other risks
are discussed, in line with ALM Policy. Banking System (BS)
is another area of concern where it has witnessed growing
threat from outside. Information and Technology Division
in the Bank reviews and checks the security aspects in line
with IT Policy of the Bank. Bank has conducted an IS Audit of
the Bank's system and suggestions given by the audit with
respect to safety and security standards are being put in
place.

Bank has separate division to oversee operation risk
including Compliance of KYC and AML. The division is
headed by senior level staff with adequate access to the
dailyreport, operational processesandright torecommend
the changes in the system and procedures. The head
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of operation risk directly reports to the Chief Risk
Officer. Bank has SIMs(Standing Instruction Manuals)for all
businesses of the Bank. All the activities are undertaken in
line with the set criteria in the Standing Instruction Manual,
policies and guidelines including Directives and circulars
from central bank (the requlatory authority). Similarly daily
functions at operations are independently reported through
separate reporting line other than business generation and
credit risk where independence of checking and control is
complied with.

Processes are reviewed periodically so that their
perfection can be weighed and any shortcoming can
be addressed. Most of the functions like line approval,
bill payment, loan disbursement are centralized which
controls activities that can cause mistake due to
inadequate knowledge on the part of staff. Similarly
awareness to the public is made on our services and
products periodically by placing the notices in the
website of the Bank, or in branches or publishing notices
as appropriate. Staffs are given orientation on the job
including that of system of the Bank before they are
placed for the job and are guided to follow the SIMs for the
job. Any staff for the first time in any job is put under the
supervision of an experienced staff and is allowed to work
independently after attaining required skills.

Bank has Whistle Blowing Policy to report to senior or
management directly on anyone’s suspicious conduct
outside and inside the Bank. Skill development and skill
enhancement programs are conducted on periodic
basis and staffs identified for the program get the
opportunity for training, seminar and workshop.
Adequate numbers of trainings are conducted and
staffs required with training are given the opportunity
for skill enhancement. Knowledge sharing is one
of the core methods of skill development. If a staff
gets any training, s/he is encouraged to share the
same among the peers in the division/branch.

In operations, the Bank has put in place a maker
and checker concept in which a transaction has to
compulsorily go through two individuals from a control
standpoint with proper transaction right to capture
deviations, if any. Similarly MIS Reports are generated
to check correctness of transactions and any mistakes
are promptly addressed and rectified. The activities
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of a personnel and division / branch can be viewed and
monitored centrally through an integrated system, which
helpsin minimizing the risk of misconduct, if any. The Bank
has an on-line replication Disaster Recovery Site (DRS)
which captures the record of each transaction that takes
place at the Production Server. Both the sites (Production
Server and Disaster Recovery - Back up site) are housed
in well-conditioned and high shock resistant buildings and
are at different seismic zone, far from each other. DRS is
outsourced to a professionally managed company having
expertise in the sector. Drill is being done periodically and
is being tested occasionally to assess the functioning of
DRS.

Each desktop is implemented with Active Directory System
(ADS) which does not allow user to take away the data in
devices like data traveler (pen drive) or bring in data for
processing or any other purposes posing threat to the
repository. Similarly individual data in desk are also stored
and backed up in periodic interval at data center so that any
loss of data in desktop can be retrieved from data center.

The Bank has a separate Legal division which is adequately
manned by qualified and experienced staff. All legal
agreements, deeds and documents including claims
and charges are thoroughly studied prior to making any
decision involving such documents. Compliance with
existing rules and regulations and business practices
globally and locally are taken into account before arriving
at the decision. The cases where the Bank needs expert’s
opinion on any of the issues the same is done through the
expert in the respective field.

5.1.6. Currency Risk

Currency risk arises as a result of fluctuations in the
value of a financial instruments due to changes in
foreign exchange rates. The Bank's Board has set limits
on positions by currency in line with NRB directives
(maximum position for all currency excluding INR is 30%
of core capital). In accordance with the bank's policy,
positions are monitored on a daily basis and also reviewed
in ALCO meeting and hedging strategies are used to
ensure positions are maintained within established limits.
Market risk management policy and Treasury Manual of the
bank are the qguiding documents for the management and
mitigation of currency risk.
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The Bank's capital management policies and practices 5.2.2. QUAANTITATIVE DISCLOSURES
support its business strategy and ensure that it is

adequately capitalised to withstand even in severe A, Capital structure and capital adequacy
macroeconomic downturns. Kamana Sewa Bikas Bank

is a liscened institution provides financial services . Tier1Capital and a breakdown of its Components:
therefore it must comply with capital requirement
of central bank so called Nepal Rastra Bank.
The Bank's capital consists of Tier | capital and Tier Il

capital.

Particulars Amount (Rs.)

Paid up Equity Share Capital 3,142,577,022

Irredeemable Non-cumulative preference shares -

Share Premium -

5.2.1. QUALITATIVE DISCLOSURES

Nepal Rastra Bank has directed the Banks to develop
own internal policy, procedures and structures to Statutory General Reserves 657,238,618
manage all material risk inherent in business for Retained Earnings 146,719,988
assessing capital adequacy in relation to the risk
profiles as well as strategies for maintaining capital
levels. This includes basic requirements of having
good governance, efficient process of managing all _Capital Adjustment Reserve
material risks and an effective regime for assessing  Debenture Redemption Reserve -
and maintaining adequate capital. The Bank has various
BODs approved risk management policies for proper
governance. The Bank has developed a comprehensive
ICAAP document which is subject to review every
year. The ICAAP has two major components; first is Less: Fictitious Assets -
an internal process to identify, measure, manage and | ggs: Investment in equity in licensed Financial -
report risks to which the bank is exposed or could be  Institutions
exposed inthe future; and second is aninternal process Less: Investment in equity of institutions with i
to plan and manage a bank's capital so as to ensure financial interests
adequate capital. The Bank prepares the ICAAP report Less: Investment in equity of institutions in -
annually complying with the NRB requirement. The  excess of limits
report is reviewed and analyzed by Risk Management Less: Investments arising out of underwriting -
Committee and Board. The report is prepared as per commitments

Proposed Bonus Equity Shares -

Un-audited current year cumulative profit/(loss) -

Capital Redemption Reserve -

Dividend Equalization Reserves -

Other Free Reserve -

Less: Goodwill -

BASEL Ill norms considering various adverse scenarios. Less: Reciprocal crossholdings -
The Bank also conducts the s.tress testing on thll’"fy two Less: Purchase of land & building in excess of (10,046,400)
different unfavorable scenarios on quarterly basis and  limit and unutilized
is reviewed by senior management, Risk Management Less: Other Deductions (14,785,051)
Committee and Board. The Bank in line with BASEL . .

Total Tier 1Capital 3,921,704,177

provisions and ICAAP document assesses risk
exposures and allocated sufficient capital/cushion for
perceived risks. The adequacy of capital is main agenda
of any ALCO, Man-Com and board meetings.
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« Tier 2 Capital and Breakdown of its Components:

Particulars Amount (Rs.)

Cumulative and/or Redeemable Preference Share -
Subordinated Term Debt 994,139,255
Hybrid Capital Instruments -
General loan loss provision 616,596,568
Exchange Equalization Reserves 724,969
Investments Adjustment Reserves 3,000,000
Assets Revaluation Reserves -
Other Reserve -
Total Tier 2 Capital 1,614,460,793

« Total Qualifying Capital:

Particulars Amount (Rs.)

Core Capital (Tier 1) 3,921,704,177

Supplementary Capital (Tier 2) 1,614,460,793

Total Capital Fund 5,536,164,970

« Core Capital Ratio: 8.59%
« Capital Adequacy Ratio0:12.13%

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

Kamana Sewa Bikas Bank adopts healthy risk
management framework. The bank follows Internal
Capital Adequacy Assessment Process (ICAAP)and
Risk Management Guideline while taking decision on
any business. It has always taken note of ICAAP and
has taken steps accordingly in ensuring soundness
of capital position and sustainability of the business.
The bank's policies and procedures are approved by
the Board of Directors and these documents provide
guidance on independent identification, measurement
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and management of risks across various businesses.
Bank's different committees like Audit Committee, Risk
Management Committee review the business and risks
periodically and take account of stress test results,
scenario analysis so as to align risk, return and capital in
sustainable manner.

The bank also defines risk aspects, considering
domestic economic scenario, and puts in place the
system to minimize and remove such risk. The risk
appetite and approach towards risk taking is well
discussed in management level and board level. It is
always aligned with the business, its return and capital.
Basel disclosures have been complied with, addressing
the risks and adopting measures to minimize their
impact. Increasing complexities in risks, weakness
of businesses and fast changing world with intense
competition pose a threat to sustainability.

Capital planning is an integral part of the bank's
medium term strategic planning and annual budget
formulation process. Total risk weighted exposures for
the projected level of business operations is calculated,
the required capital level is projected, and a plan is
formulated to retain the required capital. The bank
is well capitalized and able to maintain the required
capital through internal generation, and equally through

capital markets if needed.

B. Risk exposures

- Risk weighted exposures for credit Risk, Market Risk and

Operational Risk:

Risk Weighted Exposures Amount (Rs.)

Risk Weighted Exposure for Credit Risk 42,302,674,068

Risk Weighted Exposure for Operational Risk 2,430,037,631
Risk Weighted Exposure for Market Risk 14,845,527
Total Risk Weighted Exposures (Before Bank's | 44,747,557,225

adjustment of Pillar II)
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A. Balance Sheet Exposures Book Value Spe.m.flc Eligible CRM Net Value Risk Weighted
Provision Exposures
Cash Balance 630,753,339 - - 630,753,339 0% -
Balance With Nepal Rastra Bank 1,234,516,965 - - 1,234,516,965 0% -
Investment in Nepalese Govern- o
- 6,008,572,900 - - 6,008,572,900 0% -
ment Securities
Claims on domestic banks that
meet capital adequacy require- 7,470,023,495 - - 7,470,023,495 20% 1,494,004,699
ments
Claims on Domestic Corporates
(Unrated) 5,075,038,589 - 32,900,000 5,042,138,589 100% 5,042,138,589
Regulatory Retail Portfolio (Not 26,090,734,538 -| 199501173 | 24,891,233,364 75% | 18,668,425,023
Overdue)
Claims secured by residential 2,204,838,548 - - 2,204,838,548 60% | 1322,903,129
properties
Claims secured by residential o
: 72,076,355 25,696,428 - 46,379,927 100% 46,379,927
properties (Overdue)
Past due claims (except forclaims | g5 196 433 | 555,860,354 2,283,307 113,962,773 | 150% |  1,700,944,169
secured by residential properties)
High Risk claims 7.727,287,906 - 47,195,798 7.680,092,108 150% 11,520,138,162

Investments in equity and other
capital instruments of institutions 319,567,669 - - 319,567,669 100% 319,567,669
listed in stock exchange

Investments in equity and other
capital instruments of institutions 19,004,600 - - 19,004,600 150% 28,506,900
not listed in the stock exchange

Staff loan secured by residential

249,878,541 - - 249,878,541 50% 124,939,271
property
Interest Recelygble/clalm on gov- 81,010,598 B B 81,010,598 0% _
ernment securities
Other Assets (as per attachment) 2,022,841,558 330,344,702 - 1,692,496,856 100% 1,692,496,856
TOTAL (A) 60,898,252,033 911,901,484 | 1,281,880,278 58,704,470,271 41,960,444,382

B. Off Balance Sheet Exposures

Bid Bond, Performance Bond and
Counter guarantee domestic coun- 377,536,149 - - 377,536,149 40% 151,014,460
terparty

Irrevocable Credit commitments
(short term)

TOTAL (B) 1,333,612,278 = = 1,333,612,278 342,229,685
Total RWE for credit Risk (A) +(B) 62,231,864,311 | 911,901,484 | 1,281,880,278 | 60,038,082,549 42,302,674,068

956,076,129 -

956,076,129 20% 191,215,226
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- Total Risk Weight Exposures calculation Table:

RISK WEIGHTED EXPOSURES m

Risk Weighted Exposure for Credit Risk 42,302,674,068

Risk Weighted Exposure for Operational Risk 2,430,037,631

Risk Weighted Exposure for Market Risk 14,845,527

Add: 2% of the total RWE added by Supervisory
Review

894,951,145

Add: RWE equivalent to reciprocal of capital
charge of 3% of Gross Income

Total Risk Weighted Exposures (After Bank's

adjustment of Pillar Il) 45,642,508,370

Total Core Capital 3,921,704,177

Total Capital 5,536,164,970

« Amount of Non-Performing Assets (both Gross and Net):
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5.2.3. COMPLIANCE
REQUIREMENT

Bank has complied with externally imposed capital
requirements to which it is subject and there are
no such consequence where the institution has not
complied with those requirement.

WITH EXTERNAL

Analysis of financial instruments by measurement
basis.

Financial instruments are measured on an ongoing
basis either at fair value or at amortized cost. The
summary of significant accounting palicies describes
how the classes of financial instruments are measured,

Particulars Gross Amount Loan Loss Net NPL (Rs)
(Rs) Provision (Rs) and how income and expenses, including fair value gains
Restructured | - - - and losses, are recognized. The following table analyses
Sub-Standard | 361,795,569 91447540 | 270,348,029 ~ [N€ carrying amounts of the financial instruments by
category as defined in NAS 39 and by headings of the
Doubtful 322,509,300 160,778,669 161,730,631 . . .
Statement of Financial Position.
Loss 347,137,249 336,560,905 10,576,344
Total 1,031,442,118 588,787,115 | 442,655,003
Fair Vaule . Measured at
throuah PL Amortized Cost FvTOCI Total
Cash & Cash Equivalents 6,299,336,225 - 6,299,336,225
Due from Nepal Rastra Bank 1,234,516,965 - 1,234,516,965
Placement with Bank and Financial Institutions - - -
Derivative Financial Assets - - -
Loan and Advances to B/Fls 1,798,623,002 - 1,798,623,002
Loans & Advances to Customers 42,362,425,918 - 42,362,425,918
Financial Investments - Measured at Fair Value through PL - - - -
Financial Investments - Measured at Fair Value through OCI - 252,791,973 252,791,973
Financial Investments - Measured at Amoritized cost 6,008,572,900 - 6,008,572,900
Other Financial Assets 113,002,955 - 113,002,955
Total Financial Assets - 57,816,477,964 252,791,973 58,069,269,937
Due from Customers 46,256,070,297 - 46,256,070,297
Other Financial Liabilities 7.113,131,745 - 7.113,131,745
Other Liabilities 1,153,779,326 - 1,153,779,326
Total Financial Liabilities - 54,522,981,368 - 54,522,981,368
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Revenue from
external customers

Province 1

645,186,5675.55

Province 2

599,592,926.10

Province 3

2,045,615,567.87

Province 4

1,137,751,640.54

Province 5

1,499,298,351.7

Province 6

45,008,265.32

Province 7

198,855,730.37

6,171,309,057

Intersegment
revenues

Net Revenue

Interest Revenue

639,334,421.96

587,830,678.56

1,747,448,557.65

1,122,328,136.24

1,499,247,759.55

45,100,369.46

195,000,956.09

5,836,290,879

Interest Expense

136,295,136.69

92,297,510.28

1,568,694,066.77

1,134,449,483.57

858,291,362.70

14,069,275.45

48,479,332.14

3,843,576,168

Net interest revenue

(d-e)

503,039,285

495,633,168

188,754,491

(12,121,347)

640,956,397

31,031,084

145,521,624

1,992,714,712

Depreciation and
Amortization

18,384,422.21

14,832,681.72

88,419,360.47

27,862,298.01

33,421,077.33

962,554.1

5,862,904.56

189,745,298

Segment profit/(loss)

(27,120,487)

50,178,056

162,129,624

151,040,166

235,951,641

5,462,036

12,444,249

590,085,285

Entity'sinterest in
the profit or loss of
associates accounted
for using equity
method

(j)

Other material non-
cashitems:

Impairment of assets

Segment assets

6,463,708,548

6,236,927,960

18,113,046,008

11,702,497,169

14,869,711,882

428,045,656

2,067,762,729

59,881,699,953

Segment liabilities

2,209,915,812

1,694,808,120

20,680,643,339

16,872,746,043

13,049,288,269

227,984,011

781,734,030

55,517,120,623

Not applicable

As per NAS 37
Contingent liability

The Standard defines a contingent liability as:

A possible obligation that arises from past events and whose existence will be confirmed only by the

occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the

entity; or

A present obligation that arises from past events but is not recognized because :
itis not probable that an outflow of resources embodying economic benefits will be required to settle the

obligation; or

The amount of the obligation cannot be measured with sufficient reliability An entity should not recognize
a contingent liability. An entity should disclose a contingent liability, unless the possibility of an outflow of
resources embodying economic benefits is remote.

The followings are the details of contingent liabilities of bank:
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PARTICULARS 2078/79 2077/78

. Claims on Bank but not Accepted by the Bank

. Letters of Credit (Full Amount)

. Letter of Credit With Maturity Less than 6 Months

. Letter of Credit With Maturity More than 6 Months

. Rediscounted Bills

. Unmatured Guarantees/Bonds

. Bid Bonds

1,818,000

. Performance Bonds

145,355,281

. Other Guarantee/Bonds

230,362,868

. Unpaid Shares in Investment

. Forward Exchange Contract Liabilities

. Bills under Collection

. Acceptances and Endorsements

O |00 N o (o0 ([T | N o N |-

. Underwriting Commitments

10. Irrevocable Loan Commitments

11. Guarantees issued against Counter Guarantee of In'lly Rated Foreign Banks

12. Advance Payment Guarantees

13. Financial Guarantees

14. Contingent Liabilities on Income Tax

15. Unpaid Guarantee Claims

TOTAL CONTINGENT LIABLITIES

1,301,008,046

170,357,616
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5.7 RELATED PARTIES DISCLOSURES
a) Identified related parties

The bank has identified following as related parties
under NAS 24:

1. Directors

2. Key Management Personnel of the Bank and

3. Related parties of the above two

Name of Related Party Chairman, Board of Directors

1 Mr. Sudeep Acharya Member, Board of Directors

2 Mr. Bhim Prasad Tulachan Member, Board of Directors
3 Mr. Chaturakhar Adhikari Member, Board of Directors
4 Mr. Dev Krishna Kafle Member, Board of Directors
5 Mr. Bishweshwar Subedi Member, Board of Directors
6 Mr. Balaram Baral Member, Board of Directors
7 Mrs. Sita Ghimire Member, Board of Directors
8 Mr. Prabin Basnet Former Chief Executive Officer

9 Mr. Mahesh Prasad Kafle Former CEO

b) Key Management Personnel (KMP)

Key Management Personnel are those persons
having authority and responsibility for planning,
directing and controlling the activities of the
entity directly or indirectly. The Board of Directors
and Chief Executive Officer (CEQ) of the bank are
identified as KMP of the bank.

c) Transaction with Board of Directors

Board meeting fee/allowance 1,254,000.00
Other board level meeting fee/allowance 2,169,815.44
Total 2,020,251.00

All board of directors are non-executive directors.
The directors are entitled to meeting fees on
attending board and board committee meetings as
well as monthly allowances to cover for expenses
towards communication and periodicals.

d) Transaction with Chief Executive Officer

Particulars ‘

2020-21
Net Salary Payments (After deduction of tax and
excluding PF and other perquisites) 10,643,103.71
Post-Employment Benefit
Total 10,643,103.71

e) Transaction and agreements involving KMP and
their close family member

Close family members of a KMP are those family
members who may be expected to influence, or
be influenced by, that KMP in their dealings with
the Bank. They may include KMP's spouse, children
and their dependents. Close family members are
related parties to the Bank.

For the reported period there have been no
any payments or transactions with close family
members of KMP except in the normal course of
banking business, both for the Bank.

5.8 MERGER AND ACOQUISITION
No any merger / acquisition during the reporting
period.

5.9 ADDITIONAL DISCLOSURES

a) Paid-up capital

The structure of the share capital of the Bank is as

follows:

« Authorized capital of NPR 5,000,000,000
represented by 50,000,000 Ordinary Shares of
NPR 100 each; and

« Issued capital as of balance sheet date is NPR
3.142,577,021.93 represented by 31,425,770.22
Ordinary Shares of NPR 100 each.

« Paid-up capital as of balance sheet date is NPR
3.142,577,021.93 represented by 31,425,770.22
Ordinary Shares of NPR 100 each.

The Paid-up capital of the Bank as on the balance

sheet date is NPR 3,142,577,021.93 represented by

31,425,770.22 Ordinary Shares of NPR 100 Paid up
share capital of the Bank.
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b) Reserve

Section 44 of Bank and Financial Institutions Act
2073 requires the Bank to allocate at least 20%
of the net profit of every year to General Reserve
until it is twice the paid-up capital. The Bank has
appropriated NPR 118,017,057/- of the net profits to
General Reserve in the current year.

Page 135 ‘

Assets are recognized under cost model and they
are presented under historical cost. So, no assets
have been revalued as on balance sheet date.

The amount has been allocated to this reserve
from profit/retained earnings as per the Directive
of NRB for the purpose of implementation of
NFRSs and is not regarded as free for distribution
of dividend. Details are as presented under:

Particulars ‘ This Year ‘ Previous Year

Opening General Reserve 539,221,561 419,586,413
20% of Profit to be transferred 118,017,057 119,635,148
Closing General Reserve 657,238,618 539,221,561

Section 45 Bank and Financial Institutions Act
2073 requires, 25% of revaluation gain from
foreign currency exchange rate differences to be
transferred to Exchange Equalization Reserve
and revaluation loss is charged to profit and loss
account. 25% of Revaluation profit of foreign
currency accounts during the current period
amounting NPR 443,694 been transferred to
exchange fluctuation fund maintained by the Bank.

Particulars ‘ This Year ‘ Previous Year

Particulars 32nd Ashadh 3ist Ashadh | 3i1st Ashadh
2079 2078 2077

Opening Balance of

111,646,881 161,997,807 173,788,123
Regulatory reserve
Addition:
Interest receivable on 116,166,879 | (20,059,524) |  (1,163,841)
Loans and advances
Change in fair value of 63,318,994 | (39,935689) | (18,631,389
equity instrument
Deferred Tax Assets 46,809,978 (8,182,778) 4,888,216
Non-Banking Assets 133,862,534 15,876,000 6,054,300
Actuarial Gain/Loss (4,907,673) 1,951,066 (2,937,602)
Closing Balance of 466,897,594 | 11,646,881 | 161,997,807
Regulatory Reserve

Opening Exchange Equalization Reserve 281,275 229,742
‘ 25% of Revaluation gain 443,694 51,633
Closing Exchange Equalization Reserve 724,969 281,275

The net change in fair value of financial assets that
are measured at fair value and change in fair value
is recognized in other comprehensive income until
assets are derecognized. The amount transferred
to this reserve during the year is:

Particulars ‘ This Year ‘

Previous Year
Opening Fair Value Reserve 3,272,786 (39,935,689)
Transfer/ Adjustment in Reserve (63,318,994) 43,208,476
Closing Fair Value Reserve (60,046,207) 3,272,786

The Bank has maintained adequate reserve in
compliance with NRB Directives 08/2078 for unlisted
investments according to which 100% reserve is to
be created for investments not being listed with in
stipulated time frame.

‘ This Year

Particulars Previous Year
Opening IAR 3,000,000 3,000,000
Add: Additional Reserve during this year - -
Less: Adjustment in Reserve - -
Closing IAR 3,000,000 3,000,000

Province wise and Sector wise Corporate Social
Responsibility Fund spending is as follows:
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Short loan loss

Deferred tax

Actuarial Gain /

Fair Value Loss

A D provision on NBA assets | (Loss)Recognized Recognized in OCI

Balance as on Ashad 31st 2076 74,027,705 - 31,673,888 9,519,451 58,567,078 173,788,123
Addition during the FY 2076-77 (1,163,841) 6,054,300 4,888,216 (2,937,602) (18,631,389) (11,790,316)
Balance as on Ashad 31st 2077 72,863,864 6,054,300 36,562,104 6,581,849 39,935,689 161,997,807
Addition during the FY 2077-78 (20,059,524) 15,876,000 (8,182,778) 1,951,066 (39,935,689) (50,350,926)
Balance as on Ashad 31st 2078 52,804,341 21,930,300 28,379,326 8,532,915 - 111,646,881
Addition during the FY 2078-79 116,166,879 133,862,534 46,809,978 (4,907,673) 63,318,994 355,250,713
Balance as on Ashad 32nd 2079 168,971,220 155,792,834 75,189,304 3,625,242 63,318,994 466,897,594

Sector

N 32nd Ashadh
Province 2079
Social Projects 4,940,055 Koshi Pradesh 642,773
Direct Donation 89,986 Madhesh Pradesh 471,367
Sustainable 632,802 Bagmati Pradesh 1,628,358
Development Goals
Child Day Care B .
Centre Related Gandaki Pradesh 1,371,249
Donation to
Orphanage & Old Lumbini Pradesh
Age Home 122,13 1,371,249
Kholau Khata .
Abhiyan, 2076 - Karnali Pradesh 42,852
Others Sudur Pashchim
- Pradesh 257,109
Total 5,784,956 Total 5,784,956

Clause 13 of the NRB Directive No.6. requires the
Bank to allocate 1% of its net profit to the corporate
social responsibility fund and spent the same for
the social causes. The details of the movement
of the Corporate Social Responsibility Fund is
presented below:

Particulars ‘ This Year ‘ Previous Year
Opening CSR Reserve 5,981,757 1,971,643
Add: Amount allocated to CSR reserve 5,900,853 4,010,114
Less: Expenses incurred from CSR Fund 5,784,956 -
Closing CSR Reserve 6,097,654 5,981,757

The Bank and Financial Institution are required
to allocate and spent at least 3% of the previous
year's salary and allowances for the staff skKill
development as per Directive 6 of the Nepal Rastra
Bank Directives. In case the allocated amount isn't
spent, the same has to be carried forward to the
next financial year in a Staff Skill Development Fund.
In line of this requirement, the movement on the
Skill Development Fund is as follows:

Particulars This Year Previous
Year

Opening Balance 3,884,182 3,884,182

3% of the previous year salary and 11,620,176 ~

allowances

?I'otalamognt incurred for employee train- (10,509,425) B

ing and skill development program

Excess/(Deficit)amount incurred for

employee training and skill development 1,110,750 -

program

Staff Skill Development Fund carried 4,994,933 3,884,182

forward to next year

c) Investment Securities:

Investment Securities have been valued under fair
value or amortized cost as allowed under NFRS
9. Closing Market Price of Securities has been
used as the Fair value of the Asset/Securities for
investment securities valued at Fair Value through
Other Comprehensive Income. Different Fair Value
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Hierarchy has been considered (Level 1, Level 2
and Level 3) depending upon the availability of
information and regarding the valuation of other
investments through amortized cost, EIR rate
has been used for booking the amaortized cost of
investment and interest income accordingly.

d) Loans & Advances to B/Fls and customers:
Loans & Advances to B/Fls and Customers have
been valued under amortized cost as allowed
under NFRS 9. Separate Effective Interest Rate
(EIR) has not been computed since all the relevant
transactions costs for computing EIR are ignored
due to impracticability to determine the relevant
costs as allowed by Carve Out issued by ICAN. The
details of loans and advances are as follows:

Particulars Loans and advances
(In FO00)

1. Performing Loans and advances 43,632,080,859

1.1 PassLoan 42,815,634,822

111 Llj’laesdscl_gva;g (F;);r;i;g;an Restructured/Resched- 42,815,634,822

1.1.2 Pass Loan (Restructured/Rescheduled Covid

Related)

1.2 Watch List 816,446,038

2 Non-Performing Loan and Advances 1,031,442,118

2.1Restructured / Rescheduled

2.2 Sub-standard 361,795,569

2.3 Doubtful 322,509,300

2.4 Loss 347,137,249

3 Total Loan and Advances (1+2) 44,663,522,977

As per para 63 of NAS 39, an entity shall assess
at the end of each reporting period if there is any
objective evidence that financial asset or group
of financial assets measured at amortized cost
is impaired. Bank has applied Para 63 and has
computed impairment loss. However, as per the
Carve-outissued by ICAN asamandatory treatment
of impairment loss for the transition period for
banks and financial institution, impairment loss
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to be measured at higher of amount derived as per
norms prescribed by NRB for loan loss provision
and as per para 63. Details of such impairment is as
mentioned below:

‘ This Year ‘ Previous Year ‘ P/L Impact

Particulars

Loan Loss as per NRB | 1,205,383,683 921,255,837 284,088,898
Good 571,910,036 483,278,808 88,592,280
Watch list 44,686,533 70,713,880 (26,027,347)
Substandard 91,447,540 73,341,260 18,106,280
Doubtful 160,778,669 59,597,419 101,181,250
Bad 336,560,905 234,324,470 102,236,435
:‘;’;ﬁ'me“t Ll 33,978,240 | 22,305,867 1,672,373
Individual Impairment - - -
Collective Impairment 33,978,240 22,305,867 1,672,373
Impairment to be con-

Sidered as ﬁ::fé:f:i"e 1205,383,683 | 921,255,837 | 284,088,898
(Higher of above two)

Provision as per NRB contains provision required as
NRB directive. Higher of impairment as per para 63
of NAS 39 and as per the provision norms prescribed
by NRB for loans and advances has been considered
in preparing financial statements.

e) Segmental reporting

An operating segment is a component that engages
in business activities from which it earns revenue
and incurs expense, including revenues and
expenses that are related to transaction with any
other components, whose operating results are
reviewed by management.

f) Staff Bonus
Proposed bonus for staff have been provided for 10%
of net profit before such bonus.

g) Interim Financial Statements:

Interim Financial Statements are prepared and
published on quarterly basis in accordance with NRB
Directives in compliance with statutory and legal
requirement within the time frame as prescribed.
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Loan Loss Provision as per Unified Directive 2078

2078-79

Particulars

Loans and Advances Loan Loss Provision Loans and Advances Loan Loss Provision
Pass 42,815,634,822 571,910,036 38,009,136,586 483,278,808
Watch list 816,446,038 44,686,533 1,414,277,593 70,713,880
Restructure - - - -
Substandard 361,795,569 91,447,540 293,365,039 73,341,260
Doubtful 322,509,300 160,778,669 119,194,839 59,597,419
Bad 347,137,249 336,560,905 234,324,470 234,324,470
Total 44,663,522,977 1,205,383,683 40,070,298,527 921,255,837

h) Gratuity and Accumulated Leave Provision:

As per the actuarial valuation, gratuity liability of
the bank is NPR 53,807,989. Bank has made an
additional provision of NPR 6,385,564 for gratuity
liability as per the actuarial valuation report this
year.However, fundingarrangementto CIT hasbeen
made on the basis of gratuity liability computed as
per relevant provisions of Act. Net liability after
deducting the fair value of planned assets from Net
Benefit Obligations has been shown as Net liability
of bank. Details of actuarial valuation of gratuity is
as follows:

‘ This Year ‘ Previous Year

Particulars

Defined Benefit Obligations (DBO) 58,690,578 55,349,031
Fair Value of Planned Assets 4,882,589 7,926,606
Net Liability 53,807,989 47,422,425
Expense booked as in PL 13,396,525 12,885,469
Actuarial Gain/ (Loss) booked in OCI 7,010,961 2,787,237

The Bank has recognized an additional provision of
NPR 2,789,009 for accumulated leave liability in the
current year. Being non-funded arrangement, total
amount is booked as liability for bank. Moreover, leave
encashment paid in excess of accumulated leave
exceeding 90 days each of sick and annual leave is
also charged in profit and loss account.

Particulars ‘ This Year ‘ Previous Year
Defined Benefit Obligations 68,233,465 65,444,456
Fair Value of Planned Assets - -
Net Liability 68,233,465 65,444,456

i. Operating Lease

As per NFRS 16, Lease expense shall be recognized
at the commencement date, a lessee shall
recognize a right-of-use asset and a lease liability.
At the commencement date, a lessee shall
measure the lease liability at the present value of
the lease payments that are not paid at that date.
The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can
be readily determined. If that rate cannot be readily
determined, the lessee shall use the lessee’s
incremental borrowing rate.

After the commencement date, a lessee shall
measure the lease liability by:

(a) Increasing the carrying amount to reflect
interest on the lease liability;

Reducing the carrying amount to reflect the
lease payments made; and

Re-measuring the carrying amount to reflect
any reassessment or lease modifications
to reflect revised in-substance fixed lease
payments

(b)

(c)

For the first time adoption of lease, the effect is
recognized in prospective basis as:

Particulars ‘ 2078-79
Right of Use Asset 541,136,795
Lease Liability 578,112,484
Right of Use Asset Depreciation 76,342,324
Interest Expense 58,618,432
Total Lease Expense 134,960,756
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j) Deferred Tax Asset/Liability:

Tax effect of all the NFRS adjustment are created
and reflected under deferred tax income or
expenses. All the adjustments relating to current
year are taxed in current period and all the prior
year NFRS adjustments have been deferred.

Deferred Net Deferred
Tax Liabil- Tax Assets
ities /(Liabilities)

Deferred Tax
Assets

Particulars

Deferred tax on temporary differences on following items

Investment Securities 25,734,089 - 25,734,089
Property and Equipment -| 165,323,916 (165,323,916)
Employees’ Defined Ben-

efit Plan 36,612,436 - 36,612,436
Lease Liabilities 173,433,745 - 173,433,745
Provision 2,974,727 - 2,974,727
Debentures 1,758,223 - 1,758,223
Deferred tax on temporary differences 75,189,304
Net Deferred Tax Asset (Liabilities) as on year-end of

Ashadh 2079 75,189,304
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, 2078 (28,379,326)
Origination/(Reversal) during the year 46,809,978
Deferred Tax expense (income) recognized in profit or loss 21,776,555
Deferred Tax expense (income) recognized in OCI 25,033,423

Page 139 ‘

1) Weighted Average Interest Rate Spread
The weighted average interest rate spread between
Loan and Deposit Liabilities are shown as below.

‘ Annual Average %

Average Interest Rate of Loan 13.86%
Average Interest Rate of Deposit 9.05%

Average Interest Rate Spread 4.81%

m) Loans and Advances extended to Promoters:
The Bank has not extended any loans to promoters
during the year.

n) Non-Banking Assets

Non-Banking Assets are the assets obtained as
security for loans & advances and subsequently
takenoverbytheBankinthecourseofloanrecovery.
Such assets are booked at fair market value or total
amount due from the borrower, whichever is lower.
The bank has following Non-Banking Assets as on
the date of financial statement:

k) 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, calculate based on the market
interest rate of similar products.

The fair value of such loans as at Ashad 32 2079
the fair value of staff loan was NPR 4399.28 Million.
The difference between the fair value and NAS
carrying amount was NPR 108.65 Million has been
netted off against staff loans & recognized as
deferred employee expenditure.

Particulars Current Year Previous Year
Balance as on Shrawan 01. 34,810,000 9,610,000
Addition during the year. 216,780,213 2,5200,000
Disposal during the year (13,910,000) -
‘ Net Amount 237,680,213 34,810,000

o) Contingent Liabilities
Contingent liabilities related details has been
presented under Schedule 4.28.

p) Earnings per Share

Earnings per Share is calculated using the earnings
attributable to equity shareholders for the period
divided by the number of weighted average number
of shares as required under NAS 33 Earnings per
share.
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‘ Units ‘ Current Year ‘ Previous Year

Particulars

Profit attributable to equity NPR | 590085285 | 598,175,740
shareholders

Weighted average of number

of equity shares used in Nos. 31,425,770 26,519,637
computing basic earnings per

share

Earnings Per Share (EPS) NPR 18.78 22.56
Diluted Earnings Per Share

(DPS) NPR 18.78 22.56

As there is no potential ordinary shares that would
dilute current earning of equity holders, basic EPS
and diluted EPS are equal for the period presented.

q) Unpaid Dividend

As on balance sheet date, total dividend payable
amounts to NPR 10,124,215 (PY NPR 13,071,591).
Details have been presented as under:

Dividend Payable of FY ‘

As at 16 July 2022
Dividend Payable KSBBL 073/074 51,556
Dividend Payable KSBBL 074/075 66,949
Dividend Payable KSBBL 075/076 10,005,710
Total 10,124,215

r) Non-performing assets

The Banks' non-performing assets ratio stood
at 2.31% as at balance sheet date. The total non-
performing assets is as below:

s) Interest recovered after 32" Ashadh 2079

As per NRB directives, BFI's may calculate the
loan loss provision by considering the collection of
due interest on 32" Ashadh 2079 till 15*" Shrawan
2079 the uncollected portion of interest is to be
transferred to regulatory reserve. The details of
interest recovered after 32" Ashadh 2079 is as
follows:

Particulars ‘

Amount
AIR Loan 317,506,550.64
Opening AIR _

Adjusted AIR For Current Year Collection 317,506,550.64

Collection After Ashadh 32, 2079 to Shrawan 15,2079 49,298,265.95

Interest Acrrued but not collected till Shrawan 15 268,208,284.69

Regulatory Reserve for uncollected interest 168,971,219.36

Opening Regulatory Reserve for INT suspense 52,804,339.86

Transfer to Regulatory Reserve (116,166,879.50)

t) Interest Capitalization
Interest accrued has not been capitalized during
this year.

u) Loan write off
During the fiscal year following loans had been
written off:

Amount written
off (Rs.)

Borrower name

Bhola Chaudhary 151,363
Particulars This Year | Previous Year
Amount - Dan Bahadur Mahara 656,641
N.D.C Cold Stores 1,651,412
Pass 42,815,634,822 | 38,009,136,586 | 4,806,498,236 | 13% Om Resort & Party Palace Pvt.L td 1294,269
Watch List 816,446,038 1,414,277,593 (597.831,555) | -42% S And A Construction Solution And Suppliers Pvt. Ltd. 2,491,611
Shree Pathivara Trade 4,990,601
Tshiring Enterprises 5,350,534
Restruc- Bhairab Darshan Group Pvt Ltd 266,896
tured/resched- - - -1 0%
uT;z resene Shrestha Nirman Sewa 201,912
Substandard 361,795,569 293,365,039 68,430,530 | 23% Darshan Sahara Group Pvt.Ltd 178,500
Doubtful 322,509,300 119,194,839 203,314,461 | 171% Total 17,133,739
Loss 347,137,249 234,324,470 12,812,779 | 48%
GrossLoans& | ., 663 529977 | 40,070,298,527 | 4,503,224,450 | 1%
Advances
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v) Refinance Loan
During the fiscal year the bank has provided the
refinance loan to 781 customers as below:

During FY 2078-79

ETGTETES

No. of customers | Refinance Amount (NRs.)

Refinance Loan 781 1,036,325,669

w) Subsidized Loan

During the fiscal year the bank has provided
subsidized loan to 2,114 customers as below:
Particulars During FY 2078-79

‘ No.ofcustomers‘ Amount (NRs.)

Subsidized Loan ‘ 2,114 ‘ 3,430,184,588
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5.10 EVENTS AFTER REPORTING DATE

Events after the balance sheet date are those
events, favorable and unfavorable, that occur
between the balance sheet date and the date when
the financial statements are authorized for issue.

Appropriate  adjustments in the financial
statements and disclosures in notes to accounts
have been made for all material and significant
events that have occurred between the balance
sheet date and date when the financial statements
have been authorized for issue.

Where necessary all material events after reporting
date have been considered and appropriate
adjustments or disclosures have been made in the
Financial Statements as per NAS 10. There are no
material events that have occurred subsequent
to 16 July 2022 till the signing of this financial
statement on 30 March 2023.
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Principal Indicators

S.N. |Particulars |indicators] 2072/73]  2073/74] 2074/75] 2075/76] 2076/20771]  2077/2078| 2078/2079
1 Net Profit/Gross Income % 24.06 20.47 13.87 10.72 3.19 13.51 9.62
2 Earnings Per Share Rs 17.01 15.96 12.684 11.20 4.71 22.56 18.78
3 Market Value per Share Ratio - - 141.00 160.00 145.00 580.00 349.90
4 Price Earning Ratio % - - 11.16 14.28 30.77 25.71 18.63
5 Dividend (including bonus) on share capital % 21.58 17.12 9.50 6.80 4.63 19.47 4.64
6 Cash Dividend on share Capital % - 9.27 8.00 6.80 0.23 0.97 0.23
7 Interest Income/Loans & Advances % 6.71 13.22 14.26 12.21 12.82 10.35 13.22
8 Employee Expenses/Total Operating Exps % 12.41 13.06 10.63 59.26 54.68 62.21 59.96
9 Interest Exps on Total Deposit and Borrowings % 2.81 5.97 7.60 7.52 7.47 5.78 8.31
10 Exchange Fluctuation Gain/Total Income % - - - 0.001 0.000 0.000 0.000
n Staff Bonus/ Total Employee Expenses % 46.85 34.92 27.80 15.91 3.87 18.06 16.58
12 Net Profit/Loans & Advances % 1.76 2.89 2.25 1.4 0.45 1.51 1.34
13 Net Profit/ Total Assets % 1.32 2.14 1.56 1.07 0.33 1.7 0.99
14 Total Credit/Deposit % 86.64 87.53 85.35 94.67 81.60 87.26 87.34
15 Total Operating Expenses/Total Assets % 3.35 6.70 7.70 2.16 2.44 1.95 1.95
16 Adequacy of Capital Fund on Risk Weighted Assets

a. Core Capital % 13.30 11.75 20.52 15.44 12.73 10.02 8.59
b. Supplementary Capital % 0.95 1.02 1.06 1.37 1.26 3.91 3.54
c. Total Capital Fund % 14.25 12.76 21.58 16.81 14.00 13.93 12.13
17 Liquidity % 8.71 7.30 5.24 5.21 23.79 22.10 26.79
18 Non Performing Loans/Total Loans % 1.03 1.39 1.13 0.97 1.79 1.61 2.31
19 Weighted Average Interest Rate Spread % 6.95 4.33 5.22 4.97 4.91 4.20 4.81
20 Book Net worth Rs| 945,632,957| 1,047,934,569| 2,924,475,713| ,245,220,259| 3,204,056,688| 3,838,240,300| 4,364,579,329
21 Return on Equity % - - 12% 9% 4% 16% 14%
22 Total Shares Number| 8,043,792 8,674,853 25,401,954 25,401,954 25,401,954 26,519,637 31,425,770
23 Book Net Worth Per Share Ratio 18 121 15 128 126 145 139
24 Reserve & Surplus Rs| 141,253,757 328,815,484| 634,739,930| 705,024,907 663,861,336 1,186,276,568| 1,222,002,307
25 Total Employees Number 147 158 398 790 913 905 955
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KAMANA SEWA BIKAS BANK LIMITED
Comparison of Projected Financial Statements published for the

issuance of 9% KSBBL Debenture 2087 and Audited Financial
Statements as of FY 2078/79

0 q As per Projected As per Audited
g(t;tifi'::nt Ciiinanci=) Financial [ALEDIE]] Variance | Reasons for Variance
Statement Statement
Assets In amount In%
Cash and Cash Equivalent 6,426,505,324 6,299,336,225 (127,169,099) -1.98% | Cash is maintained as per necessity and NRB requirement.
Due from Nepal Rastra Bank 2,440,147,281 1,234,516,965 (1,205,630,316) -49.41% | NRB balance is maintained as per NRB requirement
P\agem_entwith Bank and Financial ~ - ~ 0.00%
Institutions
Derivative Financial Instruments - - - 0.00%
Other Trading Assets - - - 0.00%
Loans and Advances to BFls 1,059,429,670 1,798,623,002 739,193,332 69.77% | DSL loan was disbursed more than expected.
Loans and Advances to Customers 47,20,712,317 42,362,425.918 | (4858,286,399) |  -10.29% | New!oanscouldnotbe disbursed due to adverse market
Investment Securities 6,953,216,566 6,261,364,873 (691,851,693) -9.95% ‘;rﬁ:élzm isas per management decision which is less than
Current Tax Assets 114,461,612 34,223,075 (80,238,538) -70.10% | Actual tax was less than estimated tax.
Investment in Subsidiaries - - - 0.00%
Investment in Associates - - - 0.00%
Investment Property . 237,680,213 237,680,213 0.00% | Investment property was created due to takeover of
collateral from bad loans which was not expected.
Property and Equipment 718,255,257 1,200,766,701 482,511,444 67.18% | Right of use Asset is created as per NFRS requirement.
Goodwill and Intangible Assets 11,722,031 14,785,051 3,063,020 26.13% | Intangible assets are purchased as per actual requirement
which is more than expected.
Deferred Tax Assets - 75,189,304 75,189,304 0.00% | Deferred tax asset is calculated on actual basis.
Other Assets 392,862,690 362,788,627 (30,074,063) -7.66% Sr‘;izomfe”ease in prepayment, deposit and bills receivable
Total Assets 65,337,312,746 59,881,699,953 (5,455,612,793) -8.35%

Particulars

Liabilities

Due to Bank and Financial

As per Projected
Financial
Statement

As per Audited
[ALELIE]]
Statement

In amount ‘

Variance

In %

Reasons for Variance

Institutions 1,284,468,841 4,303,589,712 3,019,120,871 235.05% | Bank has held deposit of other banks as per necessity.

Due to Nepal Rastra Bank - 2,809,542,033 2,809,542,033 0.00% | Refinance facility was not expected while preparing
projected financials.

Derivative Financial Instruments - - - 0.00%

Deposits from Customers 58,061,809,262 46,256,070,297 (11,805,738,985) | -20.33% | Increasein deposits has been affected due to adverse
market scenario.

Borrowings - - - 0.00%

Current Tax Liabilities - - - 0.00%

Provisions - 16,045,256 16,045,256 0.00% | Provisions were created as per actual requirement.

Deferred Tax Liabilities - - - 0.00%

Other Liabilities 618,377,768 1,137,734,070 519,356,302 83.99% | Adjustment of lease liability as per NFRS requirement.

Debt Securities Issued 1,000,000,000 994,139,255 (5:860.745) | -059% | \regfferenceis duetoamortization of debenture as per

Subordinated Liabilities - - - 0.00%

Total Liabilities 60,964,655,872 55,517,120,623 (5,447,535,249) -8.94%
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Equity
Share Capital
Share Premium

Retained Earnings

Reserves

Total Equity Attributable to Equity
Holders

Non Controlling Interest
Total Equity

Total Liabilities and Equity

Statement of Profit or Loss

2,754,183,718

585,201,550

1,033,271,606

4,372,656,874

4,372,656,874

65,337,312,746

As per Projected

Financial
Statement

3,142,577,022

146,719,988

1,076,282,320

4,364,579,329

4,364,579,329

59,881,699,953

As per Audited
Financial
Statement

388,393,304

(438,481,562)

42,010,714

(8,077,545)

(8,077,545)

(5,455,612,793)

Variance

0.00%

-74.83%

4.07%

-0.18%

-0.18%

-8.35%

Due toissuance of bonus shares which is more than
projected.

The bank projected high dividend capacity but due to liquidity
crunch the bank could not meet the projected target.

Reserves are created on the basis of actual profit and as per
regulatory requirement.

Reasons for Variance

Interest income

Interest expense
Net interest income

Fee and commission income

Fee and commission expense

Net fee and commission income

Net interest, fee and commission
income

Net trading income

Other operating income

Total operaing income

Impairment charge/(reversal) for
loans and other losses

Net operating income

Operating expense
Personnel expenses

Other operating expenses
Depreciation & Amortization
Operating profit

Non operating income

Non operating expense

Profit before income tax
Income tax expense
Current Tax

Deferred Tax

Profit /(loss) for the period

5,360,545,584

3,713,085,609

1,647,458,974

254,468,246

2,321,832

252,146,413

1,899,606,387

68,493

46,333,780

1,946,008,661

109,933,992

1,836,074,669

629,682,173

379,433,357

108,135,879

718,823,259

718,823,259

215,646,978

503,176,282

5,836,290,879

3,843,676,168

1,992, 714,712

295,329,060

13,516,556

281,812,503

2,274,527,215

95,047

39,594,072

2,314,216,333

284,127,846

2,030,088,488

698,610,064

276,855,390

189,745,298

864,877,736

17,133,739

847,743,997

279,435,266

(21,776,555)

590,085,285

Inamount

475,745,295

130,490,559

345,254,738

40,860,814

1.194,724

29,666,090

374,920,828

26,554

(6,739,708)

368,207,672

174,193,854

194,013,819

68,927,891

(102,577,967)

81,609,419

146,054,477

17,133,739

128,920,738

63,788,288

(21,776,555)

86,909,003

In%

8.87%

3.51%

20.96%

16.06%

482.15%

Nn.77%

19.74%

38.77%

-14.56%

18.92%

168.45%

10.57%

0.00%

10.95%

-27.03%

75.47%

20.32%

0.00%

0.00%

17.93%

29.58%

0.00%

17.27%

The difference in interest income is due to fluctuation
interest rate which is dependent on quarterly base rate.

The difference in interest expense is due to fluctuation of
interest rate which is published in monthly basis.

Fee and commission income is charged on the basis of actual
disbursement and renewal of loans.

The increment is due to increment in VISA card related
expenses which is more than projected.

Foreign exchange transaction is increased resulting in
increase of trading income.

No sale transaction of investment securities during the
period.

Loan Loss provision is higher than expected

Personnel expenses has increased due to NFRS adjustment
of staff loan

Adjustment of lease expense as per NFRS.

Depreciation of ROU asset is considered which was not
projected.

Loan write off was not projected during preparation of
projected report.

Tax has beenincreased due to increment in profit.
Deferred tax expense is calculated on actual basis.

Profit has increased due to increment of interest income
and other operating income.
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KAMANA SEWA BIKAS BANK LIMITED
Comparison Unaudited and Audited Financial Statements as of FY
2078/079

Statement of Financial Position

As per
Unaudited
Financial
Statement

As per Audited
[ALEDIE]]
Statement

Variance

In amount

Reasons for Variance

Adjustment of interest on nostro accounts of

Cash and Cash Equivalent 5,949,089,247| 6,299,336,225| 350,246,978 5.89% |FY 2078-79 received after the end of financial
year

Due from Nepal Rastra Bank 1,234,516,965 1,234,516,965 (0) -0.00%

Placement with Bank and Financial Institutions 350,000,000 -(350,000,000)|  -100.00% |Reclassification as money at call

Derivative Financial Instruments

Other Trading Assets

Loans and Advances to BFls

1,778,021,882

1,798,623,002

20,601,120

1.16%

Final adjustments for loan loss provision as
suggested by external auditor

Loans and Advances to Customers

42,511,226,930

42,362,425,918

(148,801,012)

-0.35%

Final adjustments for loan loss provision as
suggested by external auditor

Final adjustment for fair market value of

Investment Securities 6,259,815,273 6,261,364,873 1,549,600 0.02% investments

Current Tax Assets 43,240,097 34,223,075 (9,017,023) -20.85% |Final adjustment for provision for income tax

Investment in Subsidiaries - - - -

Investment in Associates - - - -

Investment Property 237,680,213 237,680,213 0 0.00%

Property and Equipment 574,800,578 120,766,701 625,966,123  108.90%|Rooaseification and adjustments of fixed
; ; _ o, |Reclassification and adjustments of fixed

Goodwill and Intangible Assets 97,594,297 14,785,051| (82,809,246) 84.85% assets on final audit

Deferred Tax Assets 55,980,917 75,189,304 19,208,387 34.31% | Final calculation of deferred tax assets

Other Assets 260,287090| 362,788,627 102501537  39.38% A0ustmentofstaffloanandlease on final

Total Assets 59,352,253,489| 59,881,699,953| 529,446,464 0.89%

Partiowiars | asperl poo o B Veriance,
Unaudited Fi ial R for Vari

Liabilities Financial . Tanclat R easons for Variance
Statement I

Due to Bank and Financial Institutions 4,303,589,712|  4,303,589,712 (0) -0.00%

Due to Nepal Rastra Bank 2,809,542,033| 2,809,542,033 0 0.00%

Derivative Financial Instruments - - - -

Deposits from Customers -0.01% | Reclassification of deposits on final audit

Borrowings

46,261,302,055

46,256,070,297

(5,231,758)

Current Tax Liabilities

0.00%

Final adjustments for provision write off and

Provisions 28,704,028 16,045,256 (12,658,772)  -44.10%|F N2l adustments for provision write off.2

Deferred Tax Liabilities - - - -

Other Liabilities 555,616,591  1137,734,070| 582,117,479  104.77%|Adiustment of gratuity, leave encashment and
T e ! o lease on final audit

Debt Securities Issued 992,982,007 994,139,255 1,157,248 0.12% | Amortization of Debenture as per NFRS.

Subordinated Liabilities - - - -

Total Liabilities 54,951,736,426| 55,517,120,623| 565,384,197 1.03%

Equity - - -

Share Capital 3,142,677,022]  3,142,577,022 (0]  -0.00%

Share Premium - - - -

Retained Earnings 198,617,801 146,719,988|  (51,897,813)  -26.13%|Changes due to change in Profit figure after

final audit.

Changes due to change in Profit figure after

Reserves 1,059,322,239| 1,075,282,320 15,960,081 1.51% final audit
Total Equity Attributable to Equity Holders 4,400,517,062| 4,364,579,329| (35,937,733) -0.82%

Non Controlling Interest - -

Total Equity 4,400,517,062| 4,364,579,329| (35,937,733) -0.82%

Total Liabilities and Equity 59,352,253,488| 59,881,699,953| 529,446,465 0.89%



S Page 146 qIf¥e gfiaea 00¢/o6R

Statement of Profit or Loss U"_.‘ianua:':ie; Financial Reasons for Variance
ST Statement| Inamount

Interest income 5,797,228,545|  5,836,290,879 39,062,334 0.67% |Adjustments as per the NFRS

Interest expense 3,843,097,813 3,843,576,168 478,355 0.01% | Adjustments as per the NFRS

Net interest income 1,954,130,732 1,992,714,712| 38,583,980 1.97%

Reclassification of NBA Sale income booked in

Fee and commission income 302,927,492 295,329,060  (7,598,432) -2.51% fee and commission income
Fee and commission expense 13,516,556 13,516,556 0 0.00%
Net fee and commission income 289,410,936 281,812,503 (7,598,433) -2.63%
Net interest, fee and commission income 2,243,541,668| 2,274,527,215| 30,985,547 1.38%
Net trading income 95,047 95,047 (0) -0.00%

Reclassification of NBA sale income in other
Other operating income 31,625,138 39,594,072 8,068,934 25.60% |operating income and adjustment of provision
written back

Total operaing income 2,275,161,853| 2,314,216,333| 39,054,480 1.72%

Impairment charge/(reversal) for loans and other ~ o, |Adjustment for provision as suggested by
losses 299,781,089 284,127,846| (15,653,243) 5.22% external auditor

Net operating income 1,975,380,764| 2,030,088,488 54,707,724 2.77%

Operating expense - 0.00%

8.94% Adjustment of gratuity, leave encashment and

Personnel expenses 641,270,263 698,610,064 57,339,801 staff loan on final audit
Booking of finance and depreciation expense

Other operating expenses 319,418,806 276,855,390| (42,563,416) -13.33% |under lease adjustment and booking of prepaid
insurance

Depreciation & Amortization 113,297,548 189,745,298 76,447,750 67.48%

Operating profit 901,394,147 864,877,736| (36,516,411) -4.05%

Non operating income - - - 0.00%

Non operating expense - 17,133,739 17,133,739 0.00% |Adjustment of loan written off.

Profit before income tax 901,394,147 847,743,997 (53,650,150) -5.95%

Income tax expense - - 0.00%

Current Tax 270,418,244 279,435,266 9,017,022 3.33% |Change in tax figure after audit.

Deferred Tax - (21,776,555)|  (21,776,555) 0.00% |Change in tax figure after audit.

Profit /(loss) for the period 630,975,903 590,085,285| (40,890,618) -6.48%
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Kamana Sewa Bikas Bank Ltd.
Kathmandu-30, Gyaneshwor, Anand Bhairab Marg
Tel: +977-4540115/116/124/133/134

Toll Free Number: 16600-11-3000

E-mail: customercare@kamanasewabank.com
www.kamanasewabank.com




