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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF JYOTI BIKASH BANK LIMITED

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Jyoti Bikash Bank Limited (referred to as the “Bank”), which
comprise the statement of financial position as at 31 Ashad 2077 (15 July 2020), and the statement of profit
or loss, statement of comprehensive income, statement of cash flows, statement of changes in equity for
the year then ended and notes to the financial statements, including summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Bank as at 31 Ashad 2077 (15 July 2020), its financial performance and its cash flows for
the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

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

Key Audit Matters

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

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

a) Information Technology (‘IT’) systems and controls impacting financial reporting in
relation to the Bank

Key Audit Matter

The IT environment of the Bank is complex
and involves a large number of independent
and interdependent IT systems used in the
operations of the Bank for processing and
recording a large volume of transactions at

How our audit addressed the key audit
matter

In assessing the integrity of the IT systems
relevant for financial reporting, our team
obtained an understanding of the |IT
infrastructure and IT systems relevant to the
Bank's financial reporting process for evaluation

numerous locations. and testing of relevant IT general controls and

IT application controls.

We gathered a comprehensive understanding
of IT applications landscape implemented at the

124, Lal Colony Marg, Lal Durbar, Kathmandu, Nepal
Tel: +977 01 4410927, +977 01 4420026, Fax:+ 977 01 4413307 pkf.trunco.com.np Neas -

PKF T.R. Upadhya & Co. is a member firm of the PKF International Limited family of legally independent firms and does not accept any responsibility or liability
for the actions or inactions of any individual member or correspondent firm or firms.
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The accuracy and reliability of the financial
reporting process depends on the IT systems
and the related control environment, including:

= |T general controls over user access
management and change management
across applications, networks, database,
and operating systems;

= |T application controls.

Due to the pervasive nature, complexity and
importance of the impact of the IT systems
- and related control environment on the Bank’s
. financial reporting process, we have identified
- testing of such IT systems and related control
environment as a Key Audit Matter for the
current year audit.

Bank. It was followed b'y' 'brdcésé

understanding, mapping of applications to the

same and understanding financial risks posed
by people-process and technology.

We also assessed the operating effectiveness
of controls over granting, removal and periodical
review of access rights. We further tested
segregation of duties, including preventive
controls to ensure that access to change
applications, the operating system or databases
in the production envircnment were granted
only to authorized personnel.

Other areas that were assessed under the IT
control environment was whether requests for
access to systems were appropriately logged,
reviewed and authorized. Entity level controls
pertaining to policy and procedure and Business
continuity plan assessment due impact of
COVID-19 was also part of our audit procedure.

Where deficiencies were identified, we tested
compensating controls or performed alternate
procedures.

- b) Identification and provisioning for non-performing assets (‘NPAs’) in relation to the

Bank

Total Loans and Advances (Net of Provision) as at 31 Ashad 2077: NPR 30,910 million;
Provision for NPA as at 31 Ashad 2077: NPR 523.31 million

(Refer Schedule 4.6, 4.7 and Note 3.4.3 of Schedule 3 to the financial statements)

Key Audit Matter

The Nepal Rastra Bank (“NRB”) guidelines on
recognition of Interest Income and Unified
Circular prescribes the prudential norms for
Income Recognition, Identification and
Classification of Non-Performing Advances
and Provisioning for Loans and Advances.

The Bank is also required to apply its
judgement to determine the identification and
provision required against NPAs by applying
quantitative as well as qualitative factors.

The risk of identification of NPAs is affected
by factors like stress and liquidity concerns in
certain sectors.

wa our Vaudit addressed the key audit

matter

Our key procedures included, but were not
limited to, the following:

= We understood the process & controls,

tested the design and operating
effectiveness of key controls, including IT
based controls, focusing on the following:

a) Approval of new lending facilities against
the Bank’s credit policies and the
performance of annual loan assessments.

b) Controls over the monitoring of credit
quality which amongst other things
included, the monitoring of overdue reports,
drawing power limit, pending security
creation.
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The provisioning for identified NPAs is
estimated based on ageing and classification
of NPAs, recovery estimates, value of security
and other qualitative factors and is subject to
the minimum provisioning norms specified by
NRB and impairment of risk assets as per
para 59 of NAS 309.

In line with the COVID-19 Relief Package, the
Bank has framed policies to provide relief
measure to the borrowers.

The identification of NPAs and provisioning
for advances require significant level of
estimation and given its significance to the
overall audit including possible observation by
NRB which could result into disclosure in the
financial statements.

Considering the significance of the above
matter to the financial statements, the
heightened regulatory inspections and
significant auditor attention required, we have
identified this as a Key Audit Matter for the
current year audit.

c¢) Identification and classification of NPAs in
line with NRB's circular, the impairment
requirement as per para 59 of NAS 39 and
certain qualitative aspects; and

d) Assessment of adequacy of NPA provisions
being the higher of NRB norms and NAS
39.

To test the identification of loans with default
events and other triggers, we selected a
sample of performing loans and
independently assessed as to whether there
was a need to classify such loans as NPAs.

Performed inquiries with the credit and risk
departments to ascertain if there were
indicators of stress or an occurrence of an
event of default in a particular loan account
or any product category which needed to be
considered as NPA.

Held specific discussions with the
management of the Bank on sectors where
there is perceived credit risk and the steps
taken to mitigate the risks to identified
sectors.

Selected samples for standard accounts,
default but standard accounts and overdue
accounts and assessed compliance with
NRB circular on COVID-19 Relief Package.

As per our review of the impairment
calculation, we noted that the impairment is
calculated higher of the following prescribed
method:

i. NRB Regulation;

ii. NFRS Pronouncement with specific
reference to para 59 of NAS 39.

c) Provisions for litigation and taxation and contingent liabilities in relation to the Bank

(Schedule 4.28 read with Note 5.6 of Schedule 5 to the financial statements)

The Bank has ongoing legal and tax cases

- which is pending in different courts of Nepal.
Significant management judgement is needed
| in determining whether an obligation exists

3T : da aIfficd Ufideal Q0O&/06©
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and whether a provision should be recognized provisions and  contingent liabilities
as at the reporting date, in accordance with pertaining to taxation matters;
the accounting criteria set under Nepal

= Obtained list of cases / matters in respect of
which litigations were outstanding as at
reporting date.

Accounting Standard 37 - Provisions,
Contingent Liabilities and Contingent Assets
(‘NAS 37'), or whether it needs to be disclosed
as a contingent liability. = Evaluated the merit of the subject matter
under consideration with reference to the
grounds presented therein and available
independent legal / tax advice;

Further, significant judgements are also

involved in measuring such obligations, the

most significant of which are:

= Review and analysis of evaluation of the
contentions of the Bank through discussions,
collection of details of the subject matter
under consideration, the likely outcome and
consequent potential outflows on those

= Assessment of liability: Judgement is
involved in the determination of whether an
outflow in respect of identified material
matters are probable and can be estimated

reliably . :
issues;
= Adequacy of provisions: The
appropriateness of assumptions and " Further, we assessed whether the
judgements used in the estimation of disclosures related to significant litigation
significant provisions: and and taxation matters were appropriate and

adequate in terms of whether the potential
liabilities and the significant uncertainties
were fairly presented.

= Adequacy of disclosures of provision for
liabilities and charges, and contingent
liabilities.

We determined the above area as a Key Audit

Matter in view of associated uncertainty

relating to the outcome of these matters which

requires  application of judgment in

interpretation of law.

Information other than the Financial Statements and Auditor’s Report thereon

The Board of Directors are responsible for the other information. The other information comprises the
information included in the Report of the Board of Directors (BOD), including annexures to the BOD's
Report, but does not include the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon. In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with NFRSs and for such internal control as management determines is necessary to enable

the preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

38 aIfficd Ufddeel 200&/000 : 3L
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In preparing the financial statements, management is responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s Responsibility for Audit of the Financial Statements

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

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

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

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

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

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

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

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the Other Legal and Regulatory Requirements’

We have obtained information and explanations asked for, which, to the best of our knowledge and belief,
were necessary for the purpose of our audit. In our opinion, statement of financial position as at 15 July
2020 (31 Ashad 2077), statement of profit or loss, statement of comprehensive income, statement of
changes in equity and statement of cash flows, have been prepared in accordance with the requirements
of the Companies Act, 2063 and are in agreement with the books of account maintained by the Bank: and
proper books of account as required by law maintained by the Bank including relevant records relating to
preparation of the aforesaid financial statements have been kept so far as it appears from our examination
of those books and records of the Bank.

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

To the best of our information and according to explanations given to us and so far appeared from our
examination of the books of account of the Bank, we have not come across cases where Board of Directors
or any employees of the Bank have acted contrary to the provisions of law relating to the accounts, or
committed any misappropriation or caused loss or damage to the Bank and violated any directives of Nepal
Rastra Bank or acted in @ manner to jeopardize the interest and security of the Bank, its depositors and
investors.

CQ‘C“‘ \‘
Sanjeev Kumar Mishra
Partner

PKF T R Upadhya & Co.
Chartered Accountants

124 Lal Colony Marg, Lal Durbar, Kathmandu, Nepal
Date: 17 December 2020

UDIN No: 201218CA00160UvVgR
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Jyoti Bikash Bank Limited
Statement of Financial Position

As on 31°t Ashad 2077

Amountin Rs.

Particulars Note 31st Asar 2077 31st Asar 2076

Assets

Cash and Cash Equivalents 4.1 6,055,698,599 6,613,436,384
Due from Nepal Rastra Bank 4.2 1,883,982,358 950,957,920
Placement with Bank and Financial Institutions 43 - -
Derivative Financial Instruments 4.4 - 1,044,525,000
Other Trading Assets 4.5 - -
Loans and Advances to BFls 4.6 1,190,831,404 980,327,266
Loans and Advances to Customers 4.7 29,719,030,374 24,774,214,553
Investment Securities 4.8 2,858,027,113 1,502,595,081
Current Tax Assets 4.9 33,835,334 16,682,477
Investment in Subsidiaries 4.10 - -
Investment in Associates 4.11 - -
Investment Property 4.12 10,598,868 17,744,182
Property and Equipment 4.13 402,311,858 352,180,557
Goodwill and Intangible Assets 414 15,712,350 14,705,771
Deferred Tax Assets 4.15 36,626,457 36,311,199
Other Assets 4,16 154,446,906 156,261,325
Total Assets 42,361,101,622 36,459,941,714

Particulars Note 31st Asar 2077 31st Asar 2076

Liabilities
Due to Bank and Financial Institutions 417 1,169,848,104 4,543,732,419
Due to Nepal Rastra Bank 4.18 - 148,365,412
Derivative Financial Instruments 4.19 - 1,087,375,000
Deposits from Customers 4.2 36,313,630,527 25,995,200,700
Borrowings 4.21 - 384,825,000
Current Tax Liabilities 4.9 - -
Provisions 4.22 - -
Deferred Tax Liabilities 4.15 - -
Other Liabilities 423 373,614,752 293,521,931
Debt Securities Issued 4,24 - -
Subordinated Liabilities 4.25 - -
Total Liabilities 37,857,093,382 32,453,020,462
Equity

Share Capital 4.26 3,495,293,438 3,100,038,526
Share Premium - 4,888,655
Retained Earnings 353,375,539 396,923,104
Reserves 4.27 655,339,263 505,070,968
Total Equity Attributable to Equity Holders 4,504,008,240 4,006,921,252
Non Controlling Interest - -
Total Equity 4,504,008,240 4,006,921,252
Total Liabilities and Equity 42,361,101,622 36,459,941,714
Contingent Liabilities and Commitments 4.28 1,094,164,375 827,873,173
Net Assets Value per share 128.86 129.25

Uma Shrestha
Chief Finance Officer

Shreechandra Bhatta
Chief Executive Officer

Narayan Prasad Poudyal
Director

Date: 2077/09/02 B.S.
Place: Kathmandu,Nepal.

Dhruba Koirala
Director
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Hari Chandra Khadka
Chairman

Mana Maharjan
Director

Santosh Adhikari
Director

Chhatra Man Shrestha
Director

As per our Report of even date

Surendra Bahadur Nepali
Independent Director

CA Sanjeev Kumar Mishra
Partner, T R Upadhya & Co.
Chartered Accountants
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Jyoti Bikash Bank Limited

Statement of Profit and Loss
for the year ended 31+t Ashad 2077

Amountin Rs.
Particulars Note 31st Asar 2077 31st Asar 2076
Interest Income 4.29 4,073,148,759 3,384,495,431
Interest Expense 4.30 2,674,198,994 2,090,113,836
Net Interest Income 1,398,949,765 1,294,381,595
Fee and Commission Income 4.31 270,760,936 238,198,549
Fee and Commission Expense 4.32 3,948,328 4,167,295
Net Fee and Commission Income 266,812,608 234,031,254
Net Interest, Fee and Commission Income 1,665,762,373 1,528,412,849
Net Trading Income 4.33 22,529,149 7,465,873
Other Operating Income 4.34 57,505,036 30,226,292
Total Operating Income 1,745,796,558 1,566,105,013
Impairment Charge/ (Reversal) for Loans and Other Lossess 4.35 160,338,717 98,710,184
Net Operating Income 1,585,457,841 1,467,394,829
Operating Expense
Personnel Expenses 4.36 483,466,947 405,183,449
Other Operating Expenses 4.37 318,418,243 261,721,963
Depreciation & Amortization 4.38 80,651,067 53,415,256
Operating Profit 702,921,584 747,074,162
Non Operating Income 4.39 = 94,609
Non Operating Expense 4.40 5,940 34,710
Profit Before Income Tax 702,915,644 747,134,061
Income Tax Expense 4.41
Current Tax 218,473,597 242,596,344
Deferred Tax (4,014,162) (26,803,836)
Profit for the Period 488,456,209 531,341,553
Profit Attributable to:
Equity-holders of the Bank 488,456,209 531,341,553
Non-Controlling Interest -
Profit for the Period 488,456,209 531,341,553
Earnings per Share
Basic Earnings per Share 4.13 13.97 17.14
Diluted Earnings per Share 413 13.97 17.14
Uma Shrestha Shreechandra Bhatta Hari Chandra Khadka Santosh Adhikari Chhatra Man Shrestha
Chief Finance Officer Chief Executive Officer Chairman Director Director

Narayan Prasad Poudyal
Director

Dhruba Koirala
Director

Date : 2077/09/02 B.S.
Place: Kathmandu,Nepal.

Mana Maharjan
Director

As per our Report of even date

Surendra Bahadur Nepali
Independent Director

CA Sanjeev Kumar Mishra
Partner, T R Upadhya & Co.
Chartered Accountants
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Jyoti Bikash Bank Limited

Statement of Other Comprehensive Income
For the year ended 31t Ashad 2077

Amount in Rs.
Particulars 31st Asar 2077 31st Asar 2076
Profit or loss for the year 488,456,209 531,341,553

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 11,921,531 (17,509,338)

Gains/(losses) on revaluation - -
Actuarial gains/(losses) on defined benefit plans 408,153 (5,948,566)

Income tax relating to above items (3,698,905) 7,037,371
Net other comprehensive income that will not be reclassified to profit

8,630,779 (16,420,533)

or loss

Other Comprehensive Income for the year, Net of Income Tax 8,630,779 (16,420,533)

Total Comprehensive Income for the Period 497,086,988 514,921,019

Total Comprehensive Income attributable to:

Equity-Holders of the Bank 497,086,988 514,921,019

Non-Controlling Interest

Total Comprehensive Income for the Period 497,086,988 514,921,019
G Shvesin Shraschanda Bhatta o Chandra Khadka Sariod Rdkar e an Shretha

Chief Finance Officer Chief Executive Officer Chairman Director Director

As per our Report of even date

Narayan Prasad Poudyal Dhruba Koirala Mana Maharjan Surendra Bahadur Nepali CA Sanjeev Kumar Mishra
Director Director Director Independent Director Partner, T R Upadhya & Co.
Chartered Accountants

Date : 2077/09/02 B.S.
Place: Kathmandu,Nepal.
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Amount in Rs.

Particulars 31st Asar 2077 31st Asar 2076
CASH FLOWS FROM OPERATING ACTIVITIES

Interest Received 3,910,145,758 3,264,748,033
Fee and Other Income Received 270,760,936 238,198,549
Dividend Received - -
Receipts from Other Operating Activities 36,009,093 29,525,538
Interest Paid (2,674,198,994) (2,090,113,836)
Commissions and Fees Paid (3,948,328) (4,167,295)
Cash Payment to Employees (436,814,055) (364,339,500)
Other Expenses Paid (318,424,183) (261,756,674)
Operating Cash Flows before Changes in Operating Assets and Liabilities 783,530,227 812,094,815
(Increase) Decrease in Operating Assets

Due from Nepal Rastra Bank (933,024,438) (289,588,208)
Placement with Banks and Financial Institutions - -
Other Trading Assets - -
Loans and Advances to BFls (210,504,138) (404,230,181)

Loans and Advances to Customers

(5,118,621,940)

(9,458,186,975)

Other Assets

1,147,786,938

(1,040,699,446)

Increase (Decrease) in Operating Liabilities

Due to Banks and Financials Institutions (3,373,884,315) 2,220,816,450
Due to Nepal Rastra Bank (148,365,412) 148,365,412
Deposit from Customers 10,318,429,827 8,253,849,567
Borrowings (384,825,000) 384,825,000
Other Liabilities (1,027,761,828) 1,204,335,686
Net Cash Flow from Operating Activities before Tax Paid 1,052,759,920 1,831,582,120
Income Tax Paid (218,473,597) (242,596,344)
Net Cash Flow from Operating Activities 834,286,323 1,588,985,775

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Investment Securities

(1,343,202,120)

(786,538,840)

Receipts from Sale of Investment Securities

Purchase of Property and Equipment (127,044,628) (245,293,699)
Receipts from Sale of Property and Equipment - -
Purchase of Intangible Assets (5,711,285) (12,026,778)
Purchase of Investment Properties 7,145,313 23,824,593
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Amountin Rs.
Particulars 31st Asar 2077 31st Asar 2076
Receipts from Sale of Investment Properties = -
Interest Received 66,555,619 103,739,192
Dividend Received 10,232,996 698,594
Net Cash Used in Investing Activities (1,392,024,104) (915,596,936)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts from Issue of Debt Securities - -
Repayments of Debt Securities - -
Receipts from Issue of Subordinated Liabilities - -
Repayments of Subordinated Liabilities = -
Receipt from Issue of Shares - 506,548,716
Dividends Paid - -
Interest Paid - -
Other Receipts/Payments - (181,559,818)
Net Cash from Financing Activities - 324,988,898
Net Increase (Decrease) in Cash and Cash Equivalents (557,737,785) 998,377,735
Cash and Cash Equivalents at Shrawan 01, 2076 6,613,436,384 5,615,058,649
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents Held
Cash and Cash Equivalents at Asar 31%, 2077 6,055,698,599 6,613,436,384
Uma Shrestha Shreechandra Bhatta Hari Chandra Khadka Santosh Adhikari Chhatra Man Shrestha
Chief Finance Officer Chief Executive Officer Chairman Director Director
As per our Report of even date
NarayanPrasadPoudyaI DhrubaK0|raIa .... ManaMaharJan Surendra Bahadur Nepali CA Sanjeev Kumar Mishra
Director Director Director Independent Director Partner, T R Upadhya & Co.

Chartered Accountants
Date : 2077/09/02 B.S.

Place: Kathmandu,Nepal.
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Jyoti Bikash Bank Limited

Statement of Distributable Profit or Loss
For the year ended 31tAshad 2077

(As per NRB Regulation)

Amount in Rs.

Particulars 31st Asar 2077 31st Asar 2076
Net profit or (loss) as per statement of profit or loss 488,456,209 531,341,553
Opening balance in Retained Earnings. 401,811,758 344,517,713
Appropriations:

a. General reserve 97,691,242 106,268,311

b. Foreign exchange fluctuation fund 2,793,337 1,966,622
c. Capital redemption reserve
d. Corporate social responsibility fund 4,884,562 7,970,123
e. Employees'training fund
f. Other -

>Investment adjustment reserve - (3,860,464)
>Deferred tax reserve - (879,041)
>Bonus Share (FY 2075/76 @ 12.75%) 395,254,912 -
>Cash dividend - 218,062,753
>Merger/Acquisions - (7,992,681)
>CSR Expenses (10,943,020) (449,900)
>Training expense - (114,732)

Profit or (loss) before regulatory adjustment 400,586,935 554,888,276

Regulatory adjustment :

Transfer to regulatory reserve

(205,176,568)

(157,965,173)

a. Interest receivable (-)/previous accrued interest received (+) (104,154,609) (42,775,496)
b. Short loan loss provision in accounts (-)/reversal (+)

¢. Short provision for possible losses on investment (-)/reversal (+) - (1,304,919)
d. Short loan loss provision on Non Banking Assets (-)/resersal (+) (6,745,120) (11,292,397)
e. Deferred tax assets recognised (-)/ reversal (+) (36,626,457) (36,311,199)

f. Goodwill recognised (-)/ impairment of Goodwill (+)

g. Bargain purchase gain recognised (-)/resersal (+)

h. Acturial loss recognised (-)/reversal (+)

(11,159,431)

(11,445,138)

i. Other (+/-)

Debts securities recognised at amortised cost

Defined benefit Obligation

Fair value reserve (46,490,952) (54,836,024)
Share Premium - 4,888,655
Opening Regulatory Reserve 157,965,173

This Year Regulatory reserve 205,176,568 -
Additional Regulatory reserve(FY 2076-77) 47,211,395 157,965,173
Total Distributable profit or (loss) 353,375,539 401,811,758

J3! aIffcd Ufidest 200&/06 : 8t
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Jyoti Bikash Bank Limited

Notes to the Financial Statements
For the year ended 31* Ashad, 2077

1. Reporting Entity

Jyoti Bikash Bank Limited (“JBBL" or “the Bank”) is a limited liability company domiciled in Nepal
which has been in operation in Nepal since 24th July 2008. The Bank is 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 “B” licensed institution (National Level). It is registered, and
corporate office is at Kamaladi, Kathmandu, Nepal.

The Bank merged with Jhimruk Bikas Bank Limited (FY 2073/74) and has acquired 2 more regional
level development banks, Raptibheri Bikas Bank Limited (FY 2074/75) and Hamro Bikas Bank Limited
(FY 2075/76).

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

The Bank is listed on Nepal Stock Exchange and its stock symbol is “JBBL".

The Bank has no any Subsidiary or, Associate Company.

2. Basis of Preparation

The financial statements of the Bank have been prepared on accrual basis of accounting in accordance
with 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 through Directive No. 4 of NRB Directives, 2076 (Revised 2077) .

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss,
Statement of Other Comprehensive Income, the Statement of Changes in Equity, the Statement of
Cash Flows and the Notes to the Accounts.

2.1. 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). Details have
been disclosed as per provisions of Bank and Financial Institutions Act, 2073, Companies Act 2063,
Unified Directives issued by Nepal Rastra Bank and rules and regulations issued by Securities Board
of Nepal. These policies have been consistently applied to all the years presented except otherwise
stated..

2.2. Reporting Period Reporting Period and Approval of Financial Statements

The Bank has, for the preparation of financial statements, adopted the NFRS pronounced by
Accounting Standard Board with effect from fiscal year 2074/75. The Bank has prepared financial
statement for the fiscal year 2076/77 in accordance with NFRS.

8! afas UfideaT 006/000 : Yq
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Nepali Calendar English Calendar
Current Year 2076/77 2019/20
Previous Year 2075/76 2018/19
Current Year Period Shrawan 01, 2076 to July 17,2019 to
Ashadh 31, 2077 July 15,2020
Previous Year Period Shrawan 01, 2075 to July 17,2018 to
Ashadh 31, 2076 July 16,2019

2.3  Functional and Presentation Currency

The financial statements are presented in Nepalese Rupees (NPR) which is also the Bank’s functional
currency. All financial information presented in NPR has been rounded off to the nearest rupee except
where indicated otherwise.

2.4. Use of Estimates, Assumptions and Judgment

The NFRS requires the Bank to make estimates and assumptions that may affect the profit or loss,
financial position and other details provided in annual report. These assumptions are based on
information available and judgment of management of the bank. Actual results may be different
than estimated and sometimes the effect may be material.

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.

Estimates and underlying assumptions are reviewed periodically by the bank. The revision to accounting
estimates are recognized in the period in which the estimates are revised and are applied prospectively.

The accounting estimates and effect of such estimates are disclosed in the relevant notes.

2,5. Going Concern

The financial statements are prepared on a going concern basis, as the Bank is satisfied that the
Bank has the resources to continue in business for the foreseeable future. In making this assessment,
the Board of Directors have considered a wide range of information relating to present and future
conditions, including the impact of COVID-19 in the operations and the future projections of
profitability, cash flows and capital resources.

2,6. Materiality

The Bank for the preparation of financial statements determines materiality based on the nature or
magnitude, or both. Materiality is a pervasive constraint in financial reporting because it is pertinent
to all of the qualitative characteristics.

2.7. Changes in Accounting Policies

The Bank had adopted NFRS for the first time in previous year. The Bank prepared the statement of
financial position as per NFRS by recognizing all assets and liabilities whose recognition was required
by NFRS, not recognizing the items of assets or liabilities which were not permitted by NFRS, and
applying NFRS in measurement of recognized assets and liabilities.

During the current year, there is no change in accounting policies.

Y2 : qgf A Ufdiddal Q0E&/0GG
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2.8. Reporting Pronouncements

The Bank has, for the preparation of financial statements, adopted the NFRS pronounced by ASB as
effective on 13 September 2013. The NFRS conform, in all material respect, to International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 20 September
2018 has resolved that Carve-outs in NFRS with Alternative Treatment and effective period shall be
provided to the Banks and Financial Institutions regulated by NRB on the specific recommendation
of ASB. Details of carve outs provided are as follows.

2.8.1. NAS 17: Lease

In para 33, lease payments under an operating lease shall be recognized as an expense on a straight-
line basis over the lease term unless either:

(a)  Another systematic basis is more representative of the time pattern of the user’s benefit even if the
payments to the lessors are not on that basis; or

(b)  The payments to the lessor are structured to increase in line with expected general inflation to
compensate for the lessor’s expected inflationary cost increases. If payments to the lessor vary

because of factors other than general inflation, then this condition is not met.

Bank as a lessee

Leases that do not transfer to the Bank substantially all of the risks and benefits incidental to ownership
of the leased items are operating leases. Operating lease payments are recognized as an expense in
the income statement on a straight-line basis over the lease term.

Bank as a lessor

Leases where the Bank does not transfer substantially all of the risk and benefits of ownership of the
asset are classified as operating leases. Rental income is recorded as earned based on the contractual
terms of the lease in other operating income.

2.8.2. NAS 39: Financial Instruments: Recognition and Measurement
a) Impairment

In para 58, an entity shall assess at the end of each reporting period whether there is any objective
evidence that a financial asset or group of financial assets measured at amortized cost is impaired.
If any such evidence exists, the entity shall apply paragraph 63 to determine the amount of any
impairment loss unless the entity is bank or financial institutions registered as per Bank and Financial
Institutions Act, 2073. Such entities shall measure 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 amount
determined as per paragraph 63; and shall apply paragraph 63 to measure the impairment loss on
financial assets other than loan and advances. The entity shall disclose the impairment loss as per this
carve-out and the amount of impairment loss determined as per paragraph 63.

b) Impracticability to determine transaction cost of all previous years which is the part of
effective interest rate

In para 9, the effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or, when appropriate, a shorter period to
the net carrying amount of the financial asset or financial liability. When calculating the effective interest

8! afcp UfideaT 006&/000 : Y3
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rate, an entity shall estimate cash flows considering all contractual terms of the financial instrument (for
example, prepayment, call and similar options) but shall not consider future credit losses. The calculation
includes all fees and points paid or received, unless it is immaterial or impracticable to determine
reliably, between parties to the contract that are an integral part of the effective interest rate (see NAS
18 Revenue), transaction costs and all other premiums or discounts. There is a presumption that the cash
flows and the expected life of a group of similar financial instruments can be estimated reliably. However,
in those rare cases when it is not possible to estimate reliably the cash flows or the expected life 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).

The carve-out is optional and has been provided for the FY 2017-18, 2018-19, 2019-20 and 2020-21.
Accordingly, the Bank has opted the carve-out.

c¢) Impracticability to determine interest income on amortized cost

In para AG 93, once a financial asset or a group of similar financial assets has been written down as a
result of an impairment loss, interest income is thereafter recognized using the rate of interest used
to discount the future cash flows for the purpose of measuring the impairment loss. Interest income

shall be calculated by applying effective interest rate to the gross carrying amount of a financial asset
unless the financial asset is written off either partially or fully.

2.9. NAS 28: Investment in Associates and Joint Ventures

In Para 33, the most recent available financial statements of the associate or joint venture are used by
the entity in applying the equity method.

In Para 35, the entity’s financial statements shall be prepared using uniform accounting policies for

like transactions and events in similar circumstances.

Thecarve-outisoptionaland has been provided forthe FY 2017-18,2018-19and 2019-20. Accordingly,
the Bank has opted the carve-out.

2.10. New Reporting standards issued but not effective

For the reporting of financial instruments, NAS 32 Financial Instruments, Presentation, NAS 39
Financial Instruments Recognition and Measurements and NFRS 7 Financial Instruments — Disclosures
have been applied. NRFS 9 has been applied only for the classification of Financial Instruments.

A new Financial Reporting Standard (NFRS 2018) has been pronounced by the ICAN on 11th Ashad
2077.The NFRS 2018 contains some new standards with amendments to the existing standards.

NFRS 2018 introduces the new standard as mentioned hereunder which will be applicable from the
date mentioned below

Standard Applicable date
NFRS 9 16 July 2021
NFRS 14 16 July 2021
NFRS 15 16 July 2021
NFRS 16 16 July 2021
NFRS 17 16 July 2021

ys : gl aIfcd Uldidcel Q0E/0C®
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2.11. Discounting

Discounting has been applied where assets and liabilities are non-current and the impact of the
discounting is material.

2.12. Limitation of NFRS implementation

If the information is not available and the cost to develop would exceed the benefit derived, such
exception to NFRS implementation has been noted and disclosed in respective section.

3. Significant Accounting Policies

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

3.1. Basis of Measurement

The financial statements have been prepared on a historical cost basis, except for available for
sale (AFS) investments, assets held for sale and discontinued operations, other financial assets and
liabilities held for trading and financial assets and liabilities designated at fair value through profit or
loss (FVPL), all of which have been measured at fair value.

The financial statements have been prepared on a going concern basis where the accounting policies
and judgments as required by the standards are consistently used and in case of deviations disclosed
specifically.

3.2. Basis of consolidation

The Bank does not have control over any other entity for consolidation of Financial Statements.

3.3. Cash and cash equivalents

Cash and cash equivalents include cash in hand, balances with B/Fls, money at call and short notice
and highly liquid financial assets with original maturities of three months or less from the acquisition
dates that are subject to an insignificant risk of changes in their fair value and are used by the Bank in
the management of its short-term commitments.

Cash and cash equivalents are presented in the carrying value in the statement of financial position.

3.4. Financial assets and Financial Liabilities

A. Recognition

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

Jdaf afes UfideaT 006/000 : YY
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B. Classification

The Bank classifies its financial assets into the following measurement categories:

l. Financial Assets

The Bank classifies the financial assets 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:

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 give rise 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:

v 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 is
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.

4 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.

1. Financial Liabilities

The Bank classifies its financial liabilities, other than financial guarantees and loan commitments, as follows;

v Financial Liabilities at Fair Value through Profit or Loss

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 costs are directly
attributable to the acquisition are recognized in Statement of Profit or Loss as incurred. Except
for particular liabilities designated as at FVTPL, the amount of the change in the fair value that is
attributable to changes in the liability’s credit risk is recognized in Other Comprehensive Income.

yg : dal aIffcd Uldidcel Q00E/00®
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v 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 rate method.

C. Measurement

i. Initial Measurement

A financial asset or financial liability is measured initially at fair value plus transaction costs that are
directly attributable to its acquisition or issue except on the case of financial assets and liabilities
recorded at fair value through profit or loss. Transaction cost in relation to financial assets and
liabilities at fair value through profit or loss are recognized in Statement of Profit or Loss.

ii. Subsequent Measurement

A financial asset or financial liability 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.

Financial assets classified at fair value are subsequently measured at fair value. The subsequent
changes in fair value 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.

3.4.1. De-recognition:

De-recognition 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 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.

De-recognition of Financial Liabilities

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 the recognition
of a new liability. The difference between the carrying value of the original financial liability and the
consideration paid is recognized in Statement of Profit or Loss.

3.4.2. Determination of Fair Value:

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

3! aIffcd Ufidest 200&/00 : Y




>3fd fdoRT A for.

%“\* JYOTI BIKASH BANK LTD.

wriil\

e g e v AR g i e

market or the level of observability of the inputs to the valuation techniques as at the end of the
reporting period.

The fair values are determined according to the following hierarchy:

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

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

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

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 fair value of a financial instrument at initial 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.

3.4.3. Impairment:

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

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

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

v' When a counterparty files for bankruptcy and this would avoid or delay discharge of its
obligation.
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v" Where the Bank initiates legal recourse of recovery in respect of a credit obligation of the
counterpart.

v' 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.

v" 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 investment securities measured at amortized cost are assessed for specific impairment. Those
found not to be specifically impaired are then collectively assessed for any impairment that has been
incurred but not yet identified.

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

In assessing collective impairment, the Bank uses statistical 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 regularly benchmarked against actual outcomes to
ensure that they remain appropriate.

a) Impairment losses on assets measured at amortized cost

As per NAS 39

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

Loans and advances to customers with significant value i.e. Top 30% of the Total Loan Portfolio for
individual assessment of impairment individually are assessed for individual impairment test. The
recoverable value of loan is estimated on the basis of realizable value of collateral and the conduct
of the borrower/past experience of the bank. Assets that are individually assessed and for which
no impairment exists are grouped with financial assets with similar credit risk characteristics and
collectively assessed for impairment. The credit risk statistics for each group of the loan and advances
are determined by management prudently being based on the past experience. For the purpose of
collective assessment of impairment Bank has categorized assets in five broad products as follows:

1. Auto Loan
2. Home Loan
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3. Personal Loan
4, Short term Loan
5. Term Loan

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

Loan Loss Provision as per Nepal Rastra Bank Directives

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 advances including bills purchased at 1% to 100% on the basis of classification of loans and
advances, overdraft and bills purchased in accordance with NRB directives. The loan settled after the
Ashad end, 2077 has been considered as Good and provision of 1% has been provided considering
it as the adjusting event after the balance sheet date. The detail of loans and advances and loan loss
provision is given below:

In NPR
Particulars Loans and Advances Loan Loss Provision
Good 28,502,061,297 280,648,695
Watch List 1,997,735,394 87,802,382
Restructured/Rescheduled 9,620,931 1,202,616
Substandard 19,621,537 2,698,955
Doubtful 93,340,310 76,804,586
Bad 83,412,378 74,153,962
Total 30,705,791,847 523,311,197

Policies Adopted

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 requirement of Nepal Rastra Bank on loan loss
provision and amount determined as per paragraph 63 of NAS 39.

The impairment figure of NPR 73.095 million is derived from the impairment test which is less than
the regulatory provision of NPR 523.311 million. Hence, the bank has considered the higher amount
i.e., NPR 523.311 million.

3.5. Trading Assets

Trading assets and liabilities are those assets and liabilities that the Bank acquires or incurs principally
for the purpose of selling or repurchasing in the near term or holds as 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

&0 : daf afcd Ufddeel Q00&/ 06O




N% s=ifa fddri da fe1.

%\\\Q JYOTI BIKASH BANK LTD.

AT g ATz e R g i g

changes in fair value are recognized as part of net trading income in profit or loss as regarded as fair
value through profit and loss account.

3.6. Derivatives Assets and Derivative Liabilities

The Bank does not deal with any derivative financial instruments.

3.7. Property, Plant and Equipment

a. Recognition and Measurement

The cost of an item of property and equipment shall be recognized as an asset, initially recognized at
cost, if, and only if:

v/ itis probable that future economic benefits associated with the item will flow to the entity; and

v the cost of the item can be measured reliably.

Cost includes purchase price including any non-refundable taxes after deducting volume rebates
and trade discounts and such other costs that are incurred to bring asset to location and condition to
be operating in a manner intended by management.

The cost of self-constructed assets includes the following:

v" the cost of materials and direct labor;

v' any other costs directly attributable to bringing the assets to a working condition for their
intended use;

v' when the Bank has an obligation to remove the asset or restore the site, an estimate of the costs
of dismantling and removing the items and restoring the site on which they are located; and

v/ Capitalized borrowing costs for qualifying assets

v' The Bank adopts cost model for entire class of property and equipment. Neither class of the
property and equipment are measured at revaluation model nor is their fair value measured at
the reporting date. The items of property and equipment are measured at cost less accumulated
depreciation and any accumulated impairment losses.

Purchased software that is integral to the functionality of the related equipment is capitalized as part
of that equipment.

Subsequent expenditure is capitalized if it is probable that the future economic benefits from the
expenditure will flow to the Bank. Ongoing repairs and maintenance to keep the assets in working
condition are expensed as incurred. Any gain or loss on disposal of an item of property and equipment
(calculated as the difference between the net proceeds from disposal and the carrying amount of the
item) is recognized within other income in profit or loss.

Assets with a value of less than NPR 2,000 are charged off to revenue irrespective of their useful life in

the year of purchase.

b. Capital Work in Progress (CWIP)
The Bank does not have any CWIP as on the reporting date.

C. Depreciation
Depreciation is calculated by using the written down value method on cost or valuation of the
Property & Equipment, freehold land and leasehold properties. Depreciation on leasehold properties
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is calculated by using the straight-line method on cost or valuation of the property. The rates of
depreciations are given below:

Rate of Depreciation per annum (%)

Asset Category For the year ended 15 July 2020 | For the year ended 16% July 2019

Freehold Buildings 5% 5%
Motor Vehicles 20% 20%
Computer Equipment 25% 25%
Furniture, Office Equipment 25% 25%
Leasehold Properties 10 % 10%

The assets'residual values and useful lives are reviewed, and adjusted if appropriate, ateach statement
of financial position date. The value of the assets fully depreciated but continued to be in use is
considered not material.

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

d. De-recognition

The carrying amount of an item of property, plantand 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.

3.8. Intangible Assets/ Goodwill
Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software. Costs associated with the development of software are capitalized
where it is probable that it will generate future economic benefits in excess of its cost. Computer
software costs are amortized on the basis of expected useful life. Costs associated with maintaining
software are recognized as an expense as incurred.

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

Software is amortized on a straight-line basis in profit or loss over its estimated useful life, from the
date that it is available for use. The estimated useful life of software for the current and comparative
periods is five years.

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

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

Asset Category For the year ended 15 July 2020 | For the year ended 16" July 2019
Computer Software 5 years 5 years

Licenses 5 years 5 years

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.

3.9. Investment Property/Non-Current Assets Held for Sale

Investment Property

Investment properties include land or land and buildings other than those classified as property
and equipment and non-current assets held for sale. Generally, it includes land, land and building
acquired by the Bank as non-banking assets but remains unsold at the reporting date.

The details of Non-Banking Assets classified as investment property has been provided in note 5.14

Non-Current Assets Held for Sale

Non-current assets (such as property) and disposal groups (including both the assets and liabilities of
the disposal groups) are classified as held for sale and measured at the lower of their carrying amount
and fair value less cost to sell when: (i) their carrying amounts will be recovered principally through
sale; (ii) they are available-for-sale in their present condition; and (iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amounts of the assets (or
assets and liabilities in a disposal group) are measured in accordance with the applicable accounting
policies described above.

3.10. Income Tax
Tax expense comprises current and deferred tax expense. Current tax and deferred tax are recognized

in profit or loss except to the extent that they relate to items recognized directly in equity or in other
comprehensive income.

a. Current Tax

Current tax is the expected tax payable or recoverable on the taxable income or loss for the year,
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax
payable in respect of previous years.

b. Deferred Tax
Deferred tax is recognized in respect of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
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Deferred income tax is determined using tax rate applicable to the Bank as at the reporting date
which is expected to apply when the related deferred income tax asset is realized or the deferred
income tax liability is settled.

3.11. Deposits, 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 customer.

b. Debt Securities Issued

The Bank does not have any debt securities issued as on the reporting date.

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.

3.12. Provisions

The Bank recognizes a provision if, as a result of past event, the Bank has a present constructive
or legal obligation that can be reliability measured and it is probable that an outflow of economic
benefit will be required to settle the obligation.

Adisclosure for contingent liability is made when there is a possible obligation or a present obligation
as a result of past event that may but probably will not require an outflow of resources. When there is
a possible obligation or a present obligation in respect of which the likelihood of outflow of resources
is remote, no provision or disclosure is made.

A provision for onerous contract is recognized when the expected benefits to be derived by the Bank
from a contract are lower than the unavoidable cost of meeting its obligation under the contract.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If
it is no longer probable that an outflow of resources would be required to settle the obligation, the
provision is reversed. Contingent assets are not recognized in the financial statements if it is not
probable that the amount will be received. If it is probable, then disclosure is given for the contingent
asset. However, contingent assets are assessed continually and if it is virtually certain that an inflow of
economic benefits will arise, the asset and related income are recognized in the period in which the
change occurs.

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

a. Interest Income

Interest income on available-for-sale assets and financial assets held at amortized cost shall be
recognized using the Bank’s normal interest rate which is very close to effective interest rate using
effective interest rate method.

For income from loans and advances to customers, initial charges are not amortized over the life of
the loan and advances as the income so recognized closely approximates the income that would
have been derived under effective interest rate method. The difference is not considered material.
The Bank considers that the cost of exact calculation of effective interest rate method exceeds the
benefit that would be derived from such compliance.

The effective interest method is a method of calculating the amortized cost of a financial asset or a
financial liability and of allocating the interest income or interest expense over the relevant period.
The effective interest rate is the rate that discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period, to the
net carrying amount of the financial asset or financial liability. When calculating the effective interest
rate, the Bank estimates cash flows considering all contractual terms of the financial instrument (for
example, prepayment options) but does not consider future credit losses. As per the Carve-out Notice
issued by ICAN, the calculation includes all fees paid or received between parties to the contract that
are anintegral part of the effective interest rate, transaction costs and all other premiums or discounts
unless it is immaterial or impracticable to determine reliably, between parties to the contract that are
an integral part of the effective interest rate, transaction costs and all other premiums or discounts.

The Bank recognizes the interest income on loans and advances as per Guideline on Recognition of
Interest Income, 2019. The bank has recognized the interest receivable of loan and advances which
falls up to sub-standard category, Doubtful and Bad loan has not been recognized.

The interest receivable on bad loan would be NPR 9,406,069.21.

Among the total interest receivable of NPR 503,595,058 as on Ashad End, 2077, NPR 494,188,988
has been recognized as interest income.

During the FY 2076/77, the bank has capitalized the interest accrued as per the approval obtained
from Nepal Rastra Bank. The details of the interest capitalization have been presented as follows:

Borrower Amount
Green Life Energy P. Ltd. 31,292,731.95

Fees & Commission

Fees and commissions are recognized on an accrual basis when the service has been provided or
significant act performed whenever the benefit exceeds cost in determining such value. Whenever,
the cost of recognizing fees and commissions on an accrual basis exceeds the benefit in determining
such value, the fees and commissions are charged off during the year. Generally, income less than
five thousand is recognized under cash basis.
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C. Dividend Income

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

d. Net Trading Income

Net trading income comprises gains less losses related to trading assets and liabilities, and includes
all realized and unrealized fair value changes, interest, dividends and foreign exchange differences.

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

Gains and losses arising from changes in the fair value of financial instruments designated at fair
value through profit or loss are included in the statement of profit or loss in the period in which they
arise. Contractual interest income and expense on financial instruments held at fair value through
profit or loss is recognized within net interestincome.

3.14. Interest expense

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

3.15. Employees 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 security contributions;

ii. Paid annual leave and paid sick leave;

iii. Bonusesand,

iv. Non-Monetary Benefits such as Staff Life Insurance, Medical, Accidental Insurance,

Subsidized Loan Facilities

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 (e.g.: lump sum payments on retirement); and

ii. Other post-employment benefits such as post-employment life insurance and post-
employment medical care;
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° Other long-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 Bank (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 benéefits 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 ‘Personnel expense’as and
when they become due. Unpaid contribution is recorded as a liability under ‘Other Liabilities'.

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

Defined Benefit 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

As per Staff Bylaws of the Bank, provision is made in the fiscal year of service, for gratuity payable to
employees who joined bank on a permanent basis.

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 in the form
of refunds from the plan or reduction on the future contributions to the plan. In order to calculate
the present value of economic benefits, consideration is given to any minimum funding requirement
that apply to any plan in Bank. An economic benefit is available to Bank if it is realizable during the
life of the plan, or on settlement of the plan liabilities.

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

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

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

Unutilized Accumulated Leave

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

3.16. Leases

Lease payments under an operating lease shall be recognized as an expense on a straight-line basis
over the lease term unless another systematic basis is more representative of the time pattern of the
user’s benefit even if the payments to the lessors are not on that basis.

Finance Lease

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

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

Operating Lease

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

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

Rentals payable and receivable under operating leases are accounted for on a straight-line basis over
the periods of the leases and are included in‘Other operating expenses’and ‘Other operating income,
respectively
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3.17. Foreign Currency Translation

The financial statements are presented in Nepalese Rupees (NPR).

Transactions in foreign currencies are initially recorded at the functional currency using rate of
exchange ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rate of exchange at the statement of financial
position date.

Foreign exchange gains and losses resulting from the settlement of such transactions, and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the statement of profit or loss.

Non-monetary assets and liabilities are translated at historical exchange rates if held at historical cost,
or year-end exchange rates if held at fair value, and the resulting foreign exchange gains and losses
are recognized in either the statement of profit or loss or other comprehensive income depending on
the treatment of the gain or loss on the asset or liability.

3.18. Financial guarantee and loan commitment

Financial guarantees are contracts that require the Bank to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance
with the terms of a debt instrument. Loan commitments are firm commitments to provide credit
under pre-specified terms and conditions.

Loan commitment is the commitment 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 these financial statements as commitments.

3.19. Share Capital and Reserves

The Bank classifies capital instruments as financial liabilities or equity instruments in accordance with
the substance of the contractual terms of the instruments. Equity is defined as residual interest in
total assets of the Bank after deducting all its liabilities. Common shares are classified as equity of the
Bank and distributions thereon are presented in statement of changes in equity. Incremental costs
directly attributable to the issue of an equity instrument are deducted from the initial measurement
of the equity instruments considering the tax benefits achieved thereon.

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

The reserves include retained earnings and other statutory reserves such as general reserve,
capital adjustment reserve, foreign exchange equalization reserve, regulatory reserve, investment
adjustment reserve, staff training and development fund, CSR reserve etc.

3.20. Earnings per share

The Bank presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic
EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Bank by
the weighted average number of ordinary shares outstanding during the period. Diluted EPS is
determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted
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average number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares.

If the number of ordinary or potential ordinary shares outstanding increases as a result of a
capitalization due to right share, bonus issue, the calculation of basic and diluted earnings per share
for all periods presented are adjusted retrospectively.

3.21. Segment Reporting

The Bank is organized for management and reporting purposes into segments such as Core Banking,
Microfinance, Treasury, Card and Remittance. The segment results that are reported include items
directly attributable to a segment as well as those that can be allocated on a reasonable basis.
Unallocated items comprise mainly common assets, head office expenses, and tax assets and
liabilities.
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Jyoti Bikash Bank Limited

Notes to Financial Statement
For the year ended 31tAshad 2077

4.1 Cash and Cash Equivalent

Amountin Rs.

Particulars Current Year Previous Year
Cash in Hand 1,133,301,685 1,016,291,341
Balances with BFls 21,675,343 40,514,848
Money at Call and Short Notice 4,900,721,572 5,556,630,194
Other - -
Total 6,055,698,599 6,613,436,384

Cash and cash equivalents include cash at vault and agency Bank account balances, unrestricted balances
with NRB, highly liquid financial assets with original maturity of 3 months from the date of its acquisition
and are readily convertible to cash, which are subject to an insignificant risk of changes in value. Fair value
of cash and cash equivalent amount is the carrying amount.

4.2  Due from Nepal Rastra Bank

Amountin Rs.
Particulars Current Year Previous Year

Statutory Balances with NRB 1,883,982,358 950,957,920

Securities purchased under Resale Agreement - -

Other Deposit and Receivable from NRB = -

Total 1,883,982,358 950,957,920

Statutory balances with NRB includes the CRR balance maintained with NRB.The fair value of balance with
the Nepal Rastra Bank is the carrying amount.

4.3 Placements with Banks and Financial Instutions

Amount in Rs.
Particulars Current Year Previous Year
Placement with Domestic BFls = -
Placement with Foreign BFls = -
Less: Allowances for Impairment = -
Total = =
Bank doesnot have any Placement related to Domestic and Foreign bank and financial institution

4.4 Derivative Financial Instruments

Amount in Rs.
Particulars Current Year Previous Year

Held for Trading
Interest Rate Swap 5 -
Currency Swap = -
Forward Exchange Contracts. - 1,044,525,000
Others = -
Held for Risk Management
Interest Rate Swap 5 -
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Amount in Rs.

Particulars Current Year Previous Year
Currency Swap S -
Forward Exchange Contracts = -
Others - -
Total - 1,044,525,000
4.5 Other Trading Assets
Amount in Rs.
Particulars Current Year Previous Year
Treasury Bills - -
Government Bonds - -
NRB Bonds - -
Domestic Corporate Bonds - -
Equities = -
Other Trading Assets - -
Total - -
4.6 Loans and Advances to BFls
Amountin Rs.
Particulars Current Year Previous Year
Loans to Micro-Finance Institutions 1,202,860,004 990,229,561
Other - -
Less: Allowances for Impairment 12,028,600.04 9,902,296
Total 1,190,831,404 980,327,266

Loan and advances provided to microfinance financial institution are presented under this head.

4.6.1 Allowances for Impairment

Amount in Rs.

Particulars Current Year Previous Year
Balance at Shrawan 01
Impairment Losss for the year:
Charge for the year
Recoveries/Reversal
Amount Written Off
Balance at Asar End - =
4.7 Loans and Advances to Customers
Amount in Rs.
Particulars Current Year Previous Year
Loans and Advances measured at Amortized Cost 30,230,312,971 25,127,345,635
Less: Impairment Allowances
Collective Impairment 356,422,478 269,615,596
Individual Impairment 154,860,120 83,515,486
Net Amount 29,719,030,374 24,774,214,553
Loans and Advances measured at FVTPL - -
Total 29,719,030,374 24,774,214,553
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Loans and advances are assessed individually and collectively as per incured 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.

4.7.1: Analysis of Loans and Advances - By Product

Amount in Rs.

Particulars Current Year Previous Year
Product
Term Loans 8,238,562,508 5,857,424,286
Overdraft 8,673,175,474 8,021,776,276

Trust Receipt/Import Loans

Demand and other Working Capital Loans

19,206,607

Personal Residential Loans

3,780,978,787

3,086,137,105

Real Estate Loans

1,922,520,613

1,358,922,243

Margin Lending Loans

1,202,460,894

1,003,587,709

Hire Purchase Loans

1,991,985,865

2,155,807,896

Deprived Sector Loans 873,689,075 785,730,008
Bills Purchased = -
Staffs Loans & Adavances 233,192,140 191,966,742
Other 2,800,352,019 2,525,660,079
Sub-Total 29,736,123,983 24,987,012,344
Interest Receivable 494,188,988 140,333,291
Grand Total 30,230,312,971 25,127,345,635
4.7.2: Analysis of Loans and Advances - By Currency

Amount in Rs.

Particulars Current Year Previous Year
Nepalese Rupee 30,230,312,971 25,127,345,635
Indian Rupee - -
United States Dollar - -
Great Britain Pound - -
Euro = -
Japanese Yen - -
Chinese Yuan - -
Other - -
Grand Total 30,230,312,971 25,127,345,635
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4.7.3: Analysis of Loans and Advances - By Collateral

Amount in Rs.

Particulars

Current Year

Previous Year

Secured

Moveable/Immoveable Assets

26,655,126,675

23,357,760,872

Gold and Silver 278,811,000 285,593,703
Guarantee of Domestic BFls - -
Government Guarantee 3,399,684 4,600,000
Guarantee of International Rated Bank - -
Collateral of Export Document = -
Collateral of Fixed Deposit Receipt 386,904,913 303,505,223
Collatereal of Government Securities - -
Counter Guarantee - -
Personal Guarantee - -
Other Collateral 2,672,878,559 983,919,095
Subtotal 29,997,120,831 24,935,378,893
Unsecured - -
Staffs Loans 233,192,140 191,966,742
Grand Total 30,230,312,971 25,127,345,635

4.7.4: Allowance for Impairment
Amount in Rs.

Particulars Current Year Previous Year
Specific Allowance for Impairment

Balance at Shrawan 01 83,515,486 38,713,710
Impairment Loss for the year - -
Charge for the year 71,344,634 44,801,776
Recoveries/Reversals during the year - -
Write-Offs - -
Exchange Rate Variance on Foreign Currency - -
Other Movement - -
Balance at Asar End 154,860,120 83,515,486

Collective Allowances for Impairment
Balance at Sharawan 01 269,615,596 184,245,159
Impairment Loss for the year - -
Charge/(Reversal) for the year 86,806,881 -
Exchange Rate Variance on Foreign Currency = -
Other Movement - -
Balance at Asar End 356,422,478 269,615,596
Total Allowances for Impairment 511,282,597 353,131,082
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Amount in Rs.

Particulars Current Year Previous Year
Investment Securities measured at Amortized Cost 2,183,717,015 1,096,439,500
Investment in Equity measured at FVTOCI 674,310,098 406,155,581
Total 2,858,027,113 1,502,595,081

The total investment of the bank in the financial instruments is presented under this account head in two
categories; investment securities measured at amortized cost and investment in equity measured at fair

value through other comprehensive income.

4.8.1: Investment Securities measured at Amortized Cost

Amountin Rs.
Particulars Current Year Previous Year
Debt Securities - -
Government Bonds 1,400,701,367 950,725,000
Government Treasury Bills 783,015,648 145,714,500
Nepal Rastra Bank Bonds = -
Nepal Rastra Bank Deposit Instruments - -
Other - -
Less: Specific Allowances for Impairment = -
Total 2,183,717,015 1,096,439,500
4.8.2: Investment in Equity measured at FVTOCI
Amount in Rs.
Particulars Current Year Previous Year
Equity Instruments
Quoted Equity Securities 438,626,198 247,971,681
Unquoted Equity Securities 235,683,900 158,183,900
Total 674,310,098 406,155,581
4.8.3 Information relating to investment in equities
As at As at
Particulars 15 July 2020 16 July 2019
Cost Fair Value Cost Fair Value
Investment in Quoted Equity
Barun hydropower Co. Ltd.(BARUN)
1,000.00 840.00 1,000.00 900.00
10 Shares of NRS.100 each
Vijaya Laghubitta Bittiya Sanstha Ltd.
(VLBS) 2,300.00 31,620.00 2,300.00 15,035.00
31 Shares of NRS.74.19 each
Butwal Power Company
Limited(BPCL) 11,025,067.65 9,954,711.00 11,025,067.65 9,611,091.00
27729 Shares of NRS.397.6 each
Chilime Hydropower Company
Limited(CHCL) 29,877,311.09 18,029,798.00 23,101,454.49| 13,561,630.00
45301 Shares of NRS.659.53 each
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As at As at
Particulars 15 July 2020 16 July 2019
Cost Fair Value Cost Fair Value
Citizen Mutual Fund 1(CMF1)
10,000,000.00 10,060,000.00 10,000,000.00( 10,180,000.00
1000000 Shares of NRS.10 each
First Microfinance Development
Bank Ltd.(FMDBL) 184,353.11 180,375.00 184,353.11 104,250.00
325 Shares of NRS.567.24 each
Gurans Life Insurance Company
(GLICL) 6,216,371.63 6,920,130.00 5,472,271.63 3,284,760.00
14882 Shares of NRS.417.71 each
Hydroelectricity Investment Com-
pany Ltd.(HIDCL) 29,388,200.18 11,513,012.00 29,388,200.18| 13,936,804.00
86564 Shares of NRS.339.5 each
Laxmi Equity Fund(LEMF)
11,699,160.00 10,260,163.32 11,699,160.00 8,926,459.08
1169916 Shares of NRS.10 each
Laxmi Laghubitta Bittiya Sanstha Ltd.
(LLBS) 8,600.00 125,042.00 8,600.00 64,778.00
103 Shares of NRS.83.5 each
Life Insurance Co. Nepal(LICN)
41,684,784.47 34,935,110.00 56,508,905.50| 40,284,160.00
26267 Shares of NRS.1586.96 each
Mero Microfinance Bittiya Sasntha
Ltd.(MERO) 15,000.00 136,148.00 15,000.00 107,464.00
202 Shares of NRS.74.26 each
Nabil Equiity Fund(NEF)
14,644,540.00 13,663,355.82 14,644,540.00| 13,663,355.82
1464454 Shares of NRS.10 each
Nabil Balance Fund-2(NBF2)
20,000,000.00 20,000,000.00 20,000,000.00| 20,000,000.00
2000000 Shares of NRS.10 each
Nepal Insurance Co. Ltd.(NICL)
1,608,345.23 1,448,700.00 3,292,303.85 1,919,130.00
3300 Shares of NRS.487.38 each
Nepal Insurance Co. Ltd.(NICL)
12,180,563.77 10,482,881.00 - -
23879 Shares of NRS.510.1 each
Nepal Doorsanchar Company Lim-
ited (NTC) 1,943,797.65 1,938,800.00 1,943,797.65 2,051,280.00
2960 Shares of NRS.656.69 each
Nyagdi Group Power Ltd.(NGPL)
115,800.00 146,280.00 115,800.00 147,552.00
1272 Shares of NRS.91.04 each
NIBL Pragati Fund(NIBLPF)
10,274,070.00 8,374,182.05 10,274,070.00 7,643,908.08
1027507 Shares of NRS.10 each
NIC Asia Growth Fund (NICGF)
10,000,000.00 10,190,000.00 10,000,000.00| 10,280,000.00
1000000 Shares of NRS.10 each
NLG Insurance Company Ltd.--NLG
892.79 30,879.00 1.00 22,098.00
47 Shares of NRS.18.99 each
National Life Insurance Co. Ltd.--
(NLICL) 47,039,273.53 31,327,826.00 37,657,298.69| 18,591,300.00
47323 Shares of NRS.994 each
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As at As at

Particulars

15 July

y 2020

16 July 2019

Cost

Fair Value

Cost

Fair Value

NMB HYBRID FUND(NMBHF 1)
1735141 Shares of NRS.10 each

17,351,410.00

16,483,839.50

17,351,410.00

17,403,464.23

Prime Life Insurance(PLIC)
7218 Shares of NRS.599.16 each

4,324,708.27

3,832,758.00

4,324,708.27

1,585,434.00

Rasuwagadhi Hydropower Co.(RHPL)
179324 Shares of NRS.201.68 each

36,165,511.31

26,898,600.00

Ridi Hydro Power(RHPC)
117 Shares of NRS.80.34 each

9,400.00

9,828.00

9,400.00

10,080.00

SANIMA EQUITY FUND(SAEF)
2400000 Shares of NRS.10 each

24,000,000.00

23,832,000.00

24,000,000.00

22,560,000.00

SIDDHARTH EQUITY FUND(SEF)
967748 Shares of NRS.10 each

9,677,480.00

9,677,480.00

9,677,480.00

9,764,577.32

Sworojgar Laghubitta Bikash Bank
Ltd.(SLBBL)
3206 Shares of NRS.618.25 each

1,982,114.55

2,959,138.00

Surya Life Insurance Company Ltd.
(SLICL)
6883 Shares of NRS.420.49 each

2,894,221.76

3,083,584.00

2,610,721.76

1,647,984.00

Swabalamban Laghubitta Bittya
Sanstha Ltd.(SWBBL)
913 Shares of NRS.456.18 each

416,496.05

1,417,950.00

416,496.05

798,875.00

United Insurance Co. Ltd(UIC)
3638 Shares of NRS.462.63 each

1,683,035.93

1,346,060.00

1,426,235.93

909,500.00

Deprosc Laghubitta Bittiya Sanstha
Ltd.(DDBL)
20916.2 Shares of NRS.800.05 each

16,734,087.17

18,113,429.20

Nepal Life Insurance Company
Ltd.o(NLIC)
8487 Shares of NRS.1138.71 each

9,664,191.89

10,693,620.00

1,608,345.23

1,168,200.00

Nerude Laghubitta Bittiya Sasntha
Ltd.(NLBBL)
13425 Shares of NRS.800.23 each

10,743,153.59

10,216,425.00

Nirdhan Utthan Laghubitta Bittiya
Sanstha Ltd(NUBL)
14720 Shares of NRS.998.79 each

14,702,243.63

14,940,800.00

3,259,446.80

2,354,800.00

Shikhar Insurance Company Ltd.
(SICL)
13715 Shares of NRS.986.2 each

13,525,707.95

13,975,585.00

Swabhalamban Laghubitta Bittiya
Sanstha Ltd.(SWBBL)
11559 Shares of NRS.1246.05 each

14,403,077.62

14,252,247.00
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As at As at
Particulars 15 July 2020 16 July 2019
Cost Fair Value Cost Fair Value
Neco Insurance Company Ltd.(NIL)
15,929,367.52 16,287,631.00 - -
26833 Shares of NRS.593.65 each
Asian Life Insurance Company
Ltd(ALICL) 9,008,367.73 8,783,290.00 - -
14470 Shares of NRS.622.55 each
Citizen Investment Trust(CIT)
5,559,526.43 4,724,888.00 - -
1946 Shares of NRS.2856.9 each
Sanakishan Bikash Bank Ltd.(SKBBL)
12,314,074.47 12,442,764.00 - -
9564 Shares of NRS.1287.54 each
Sanima Mai Hydropoer
Company(SHPC) 16,044,236.17 14,904,428.00 - -
66836 Shares of NRS.240.05 each
Suryodaya Laghubitta Bittiya Sanst-
ha Ltd. - - 1,982,114.55 1,115,730.00
2530 Shares of NRS.783.44 each
NMB SULAV FUND
- - 1,808,375.17 1,757,081.44
162392 Shares of NRS.11.14 each
Citizen Mutual Fund 2(CMF2)
10,000,000.00 10,000,000.00 10,000,000.00| 10,000,000.00
1000000 Shares of NRS.10 each
Total 505,041,843.13| 438,626,197.89 323,808,857.50 | 245,471,680.97
Investment in Unquoted Equity
Nepal Clearing House Ltd.(NCHL)
883,900.00 883,900.00 883,900.00 883,900.00
12728 Shares of NRS.69.45 each
Nepal Eletronic Payment System (NEPS)
1,000,000.00 1,000,000.00 1,000,000.00 1,000,000.00
10000 Shares of NRS.100 each
NIC Asia Balanced Fund I
10,000,000.00 10,000,000.00 - -
1000000 Shares of NRS.10 each
NMB 50
25,000,000.00 25,000,000.00 - -
2500000 Shares of NRS.10 each
Siddhartha Growth Scheme 2
30,000,000.00 30,000,000.00 - -
3000000 Shares of NRS.10 each
Sunrise First Mutual Fund
10,000,000.00 10,000,000.00 - -
1000000 Shares of NRS.10 each
Mahalaxmi Life Insurance Co. Ltd.
150,000,000.00 150,000,000.00| 150,000,000.00| 150,000,000.00
1500000 Shares of NRS.100 each
3000 Shares of NRS.100 each 300,000.00 300,000.00 300,000.00 300,000.00
SRIJANA BIKASH KENDRA(JALAPA)
6,000,000.00 6,000,000.00 6,000,000.00 6,000,000.00
60000 Shares of NRS.100 each
NIBL Sahabhagita Fund(NIBLSF)
2,500,000.00 2,500,000.00 2,500,000.00 2,500,000.00
250000 Shares of NRS.10 each
Total 235,683,900.00 235,683,900.00 160,683,900.00 | 160,683,900.00
Grand Total 740,725,743.13 674,310,097.89| 484,492,757.50| 406,155,580.97
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Amount in Rs.

Particulars Current Year Previous Year

Current Tax Assets
Current year Income Tax Assets 33,835,334 16,682,477
Tax Assets of Prior Periods - -
Current Tax Liabilities
Current year Income Tax Liabilities = -
Tax Liabilities of Prior Periods - -

Total 33,835,334 16,682,477

4,10 Investment in Subsidiaries

Amount in Rs.

Particulars

Current Year Previous Year

Investment in Quoted Subsidiaries

Investment in Unquoted Subsidiaries

Total Investment

Less: Impairment Allowances

Net Carrying Amount

Bank doesnot have any subsidiary till Date.

4.10.1: Investment in Quoted Subsidiaries

Amount in Rs.
Previous Year
Cost Fair Value
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each
Total
4.10.2: Investment in Unquoted Subsidiaries
Previous Year
Cost Fair Value
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each

Total
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4.10.3: Information relating to Subsidiaries of the Bank

Amount in Rs.
Percentage of Ownership held by Bank
Current Year Previous Year

Total - -

4.10.4: Non Controlling Interest of the Subsidiaries

Amountin Rs.
Current Year
Sltd Ltd.
Equity Interest held by NCI (%)
Profit (Loss) allocated during the year
Accumulated Balances of NCl as on Asar End
Dividend Paid to NCI
Sltd o 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
Amount in Rs.
Particulars Current Year Previous Year

Investment in Quoted Associates - -

Investment in Unquoted Associates = -

Total Investment - .

Less: Impairment Allowances - -

Net Carrying Amount - -

4.11.1: Investment in Quoted Associates

Amount in Rs.

Current Year
Cost Fair Value
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each

Total

T2 : dal afcd Ufdidicel Q006/006G
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Current Year
Cost Fair Value
.......... Ltd.
......... Shares of Rs. ..... Each
.......... Ltd.
......... Shares of Rs. ..... Each

Total

4.11.3: Information relating to Associates of the Bank

Amount in Rs.

Percentage of Ownership held by Bank

Current Year Previous Year

4.11.4: Equity Value of Associates
Not applicable

4.12 Investment Properties

Amountin Rs.
Particulars Current Year Previous Year
Investment Properties measured at Fair Value
Balance as on Shrawan 01. 17,744,181 26,431,265
Addition/(Disposal) during the year. (7,145,314) (8,687,084)
Net Changes in fair value during the year. - -
Adjustment/Transfer. - -
Net Amount 10,598,867 17,744,181
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 - -
Net Amount = -
Total 10,598,868 17,744,181
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4.14 Goodwill and Intangible Assets

Amount in Rs.

Particulars

Goodwill

Software

Purchased Developed

Other

Total Asar
end 2077

Total Asar
end 2076

Cost

As on Shrawan 01

9,681,866 -

9,681,866

Addition during the year

Acquisition

Capitalization

12,026,776 -

12,026,776

Disposal during the year

Adjustment/Revaluation

Balance as on Asar end
2076

21,708,642 -

21,708,642

21,708,642

Addition during the Year

Acquisition

Capitalization

5,711,285 -

5,711,285

Disposal during the year

Adjustment/Revaluation

Balance as on Asar end
2076

27,419,927 -

27,419,927

21,708,642

Amortisation and
Impairment

As on Shrawan 01. 2075

(3,875,055) -

(3,875,055)

Amortisation charge for
the year

(3,127,816) -

(3,127,816)

Impairment for the year

Disposals

Adjustment

As on Asar end 2076

(7,002,871) -

(7,002,871)

(7,002,871)

Impairment for the year

Amortisation charge for
the year

(4,704,706) -

(4,704,706)

Disposals

Adjustment

As on Asar end 2077

(11,707,577) -

(11,707,577)

(7,002,871)

Capital Work in
Progress

Net Book Value

As on Asar end 2076

14,705,771 -

14,705,771

As on Asar end 2077

15,712,350 =

15,712,350
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4.15 Deferred Tax
Amount in Rs.
Current Year
Particulars Deferred Tax | Deferred Tax | Net Deferred
Assets Liabilities Tax Assets
/(Liabilities)
Deferred tax on temporary differences on
following items
Loans and Advances to BFls -
Loans and Advances to Customers - -
Investment Properties 0 -
Investment Securities (3,576,459.39) -  (3,576,459.39)
Property and Equipment 7,434,456.53| (7,434,456.53)
Employees’' Defined Benefit Plan 22,293,965.21 -|  22,293,965.21
Lease Liabilities -
Provisions 23,501,152.96 23,501,152.96
Other Temporary Differences -
Deferred tax on temporary differences 34,784,202.25
Deferred tax on carry forward of unused tax losses 1,842,254.32
Deferred tax due to changes in tax rate
Net Deferred Tax Asset (Liabilities) as on year end of 36,626,456.56
2077
Deferred Tax (Asset)/ Liabilities as on Shrawan 01, (36,311,199.47)
2076
Origination/(Reversal) during the year (315,257.09)
Deferred Tax expense (income) recognized in profit or (4,014,162.38)
loss
Deferred Tax expense (income) recognized in OCI 3,698,905.29
Previous Year
Particulars Deferred Tax | Deferred Tax | Net Deferred
Assets Liabilities Tax Assets

/ (Liabilities)

Deferred tax on temporary differences on following
items

Loans and Advances to BFls

Loans and Advances to Customers

Investment Properties

Investment Securities 23,501,152.96| 18,168,610.45 5,332,542.51
Property and Equipment 10,764,857.50| (10,764,857.50)
Employees’ Defined Benefit Plan 15,252,385.64 282,444.74| 14,969,940.90
Lease Liabilities -
Provisions 23,564,516.22 23,564,516.22

Other Temporary Differences
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Deferred Tax | Deferred Tax | Net Deferred

Previous Year

Particulars Assets Liabilities Tax Assets
/ (Liabilities)
Deferred tax on temporary differences 33,102,142.12
Deferred tax on carry forward of unused tax losses 3,209,057.34

Deferred tax due to changes in tax rate

Net Deferred Tax Asset (Liabilities) as on year end of
2075

36,311,199.47

Deferred Tax (Asset)/ Liabilities as on Shrawan 01,
2074

(1,590,950.63)

Origination/(Reversal) during the year

(34,720,248.84)

Deferred Tax expense (income) recognized in profit or
loss

(26,803,836.21)

Deferred Tax expense (income) recognized in OCI

(7,037,371.28)

Deferred Tax expense (income) recognized directly in

Equity (879,041)
4.16 Other Assets
Amount in Rs.
Particulars Current Year Previous Year
Assets held for Sale - -
Other Non-Banking Assets - -
Bills Receivable - -
Accounts Receivable 2,371,119 3,070,080
Accrued Income 818,433 36,397,945
Prepayments and Deposits 22,591,322 17,133,538
Income Tax Deposit - -
Deferred Employee Expenditure 55,266,454 56,644,895
Other Assets 73,399,577 43,014,866
Total 154,446,906 156,261,325
4.17 Due to Banks and Financial Institutions
Amount in Rs.
Particulars Current Year Previous Year
Money Market Deposits = -

Interbank Borrowing

= 1,300,000,000

Settlement and Clearing Accounts

Other Deposits from BFls

1,169,848,104 3,243,732,419

Total

1,169,848,104 4,543,732,419
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4.18 Due to Nepal Rastra Bank

Amount in Rs.

Particulars Current Year Previous Year
Refinance from NRB - 148,365,412
Standing Liquidity Facility - -
Lender of Last Resort facility from NRB - -
Securities sold under repurchase agreements - -
Other Payable to NRB - -
Total - 148,365,412
4.19 Derivative Financial Instruments
Amount in Rs.
Particulars Current Year Previous Year
Held for Trading
Interest Rate Swap - -
Currency Swap - -
Forward Exchange Contracts. - 1,087,375,000
Others - -
Held for Risk Management
Interest Rate Swap = -
Currency Swap = -
Forward Exchange Contracts - -
Others - -
Total - 1,087,375,000
4.20 Deposits from Customers
Amount in Rs.
Particulars Current Year Previous Year

Institutional Customers:

Term Deposits. 11,373,327,041 659,700,000
Call Deposits 4,223,459,097 4,167,617,673
Current Deposits. 1,033,868,219 996,244,202
Others. 112,503,547 51,734,323
Individual Customers:

Term Deposits 9,944,188,618 12,006,292,368
Saving Deposits 9,232,916,603 8,064,535,283
Current Deposits 331,309,030 3,528,548
Others 62,058,372 45,548,303

Total 36,313,630,527 25,995,200,700
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4.20.1: Currency wise analysis of deposit from customers

Amount in Rs.
Particulars Current Year Previous Year
Nepalese Rupee 36,312,157,664 25,334,208,815
Indian Rupee
United States Dollar 1,467,217 660,986,766
Great Britain Pound
Euro 5,646 5119
Japanese Yen - -
Chinese Yuan - -
Other - -
Total 36,313,630,527 25,995,200,700

4.21 Borrowings

Amount in Rs.
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 - 384,825,000
Sub Total - 384,825,000
Total - 384,825,000

4.22 Provisions

Amount in Rs.
Particulars Current Year Previous Year

Provisions for Redundancy = -

Provisions for Restructuring = -

Pending Legal Issues and Tax Litigation - -

Onerous Contracts - -

Other Provisions - -

3! aIffed Ufidest 200&/00 : TE
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4.22.1: Movement in Provision

Amount in Rs.

Particulars Current Year Previous Year

Balance at Shrawan 01 - 565,000
Provision Transfer from Merger/Acquision - -
Provisions made during the year - (565,000)
Provisions used during the year - -
Provisions reversed during the year - -
Unwind of Discount - -
Balance at Asar end = =

4.23 Other Liabilities
Amount in Rs.

Particulars Current Year Previous Year

Liabilities for emloyees defined benefit obligations 41,769,156 32,392,877
Liabilities for long service leave 32,544,062 17,506,926
Short term employee benefits 2,238,838 1,569,056
Bills payable - -
Creditors and accruals 7,324,341 11,768,291
Interest payable on deposits 27,878,313 12,391,036
Interest payable on borrowing - -
Liabilities on defered grant income - -
Unpaid Dividend 37,534,089 38,687,006
Liabilities under Finance Lease = -
Employee bonus payable 70,291,564 76,903,372
Other Liabilities 154,034,388 102,303,367
Total 373,614,752 293,521,931

4.23.1: Defined Benefit Obligation

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

Amount in Rs.

Particulars Current Year Previous Year
Present value of unfunded obligations 41,769,156 32,392,877
Present value of funded obligations - -
Total present value of obligations 41,769,156 32,392,877
Fair value of plan assets = -
Present value of net obligations 41,769,156 32,392,877
Recognised liability for defined benefit obligations 41,769,156 32,392,877

B0 : dgi aIffcd UfAdgel Q00E/06
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Amount in Rs.

Particulars

Current Year

Previous Year

Equity securities

Government bonds

Bank deposit

Other

Total

Actual return on plan assets

4.23.3: Movement in the present value of defined benefit obligations

Amount in Rs.
Particulars Current Year Previous Year
Defined benefit obligations at Sharwan 1 32,392,877 21,309,787
Actuarial losses (408,153) 5,948,566
Benefits paid by the plan (2,508,877) (2,396,087)
Current service costs and interest 12,293,309 7,530,611
Defined benefit obligations at Asar end 41,769,156 32,392,877
4.23.4: Movement in the fair value of plan assets
Amount in Rs.
Particulars Current Year Previous Year
Fair value of plan assets at Sawan 1 - -
Contributions paid into the plan - -
Benefits paid during the year - -
Actuarial (losses) gains - -
Expected return on plan assets - -
Fair value of plan assets at Asar end z -
4.23.5: Amount recognised in profit or loss
Amount in Rs.
Particulars Current Year Previous Year
Current service costs 9,533,725 5,729,613
Interest on obligation 2,759,584 1,800,998
Expected return on plan assets
Total 12,293,309 7,530,611
4.23.6: Amount recognised in other comprehensive income
Amount in Rs.
Particulars Current Year Previous Year
Acturial (gain)/loss (408,153) 5,948,566
Total (408,153) 5,948,566
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4.23.7: Actuarial assumptions

Amount in Rs.

Particulars Current Year Previous Year
Discount rate 9.00% 9.00%
Expected return on plan asset 0.00% 0.00%
Future salary increase 8.00% 8.00%
Withdrawal rate 15.00% 15.00%
4.24 Debt secutities issued
Amount in Rs.
Current Year Previous Year
Debt securities issued designated as at fair value through profit - -
or loss
Debt securities issued at amortised cost - -
Total - -
4.25 Subordinated Liabilities
Amount in Rs.
Particulars Current Year Previous Year
Redeemable preference shares = -
Irredemable cumulative preference shares (liabilities compo- - -
nent
Other - -
Total - -
4.26 Share Capital
Amount in Rs.
Particulars Current Year Previous Year

Ordinary shares

3,495,293,438

3,100,038,526

Convertible preference shares (equity component only)

Irredemable preference shares (equity component only)

Perpetual debt (equity component only)

Total 3,495,293,438 3,100,038,526
4.26.1: Ordinary Shares
Amount in Rs.
Particulars Current Year Previous Year
Authorized Capital
50,000,000 Ordinary share of Rs. 100 each 5,000,000,000 5,000,000,000

Issued capital

3,4952,934 Ordinary share of Rs. 100 each

3,495,293,438

3,100,038,526

Subscribed and paid up capital

3,4952,934 Ordinary share of Rs. 100 each

3,495,293,438

3,100,038,526

Total

3,495,293,438

3,100,038,526
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4.26.2: Ordinary share ownership

Amount in Rs.
Particulars Current Year Previous Year
Percent Amount Percent Amount

Domestic ownership

Nepal Government - - - -

“A" class licensed institutions - - - -

Other licensed intitutions - - - _

Other Institutions - _ -

Public 45.65%| 1,595,601,454 45.65% 1,415,167,587
Other 54.35%| 1,899,691,983 54.35% 1,684,870,939
Foreign ownership - - - -
Total 100.00% | 3,495,293,438 100.00%| 3,100,038,526

4.27 Reserves

Amount in Rs.

Particulars Current Year Previous Year
Statutory general reserve 475,784,165 378,092,923
Exchange equilisation reserve 4,790,243.1 1,996,906
Corporate social responsibility reserve 4,884,562 10,943,020
Capital redemption reserve - -
Regulatory reserve 205,176,568 157,965,173
Investment adjustment reserve 300,000 300,000

Capital reserve

Assets revaluation reserve = -

Fair value reserve (46,490,952) (54,836,024)
Dividend equalisation reserve = -
Actuarial gain (11,159,431) (11,445,138)
Special reserve - -
Other reserve 22,054,107 22,054,107
Capital Adjustment Fund 15,610,967 15,610,967
Hamro Bikash Prabardhan Kosh(CSR Fund) 6,443,140 6,443,140
Staff skill enhancement Reserve - -
Total 655,339,263 505,070,968

Statutory General Reserve

General reserve maintained as per the regulatory requirements. The regulatory requirement to set aside
20% of net profit until the reserve is twice the paid up capital and thereafter minimum 10% of the net profit.
Exchange Equalization Reserve

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

@i aIffich Ufacel QVOE/00G : B3
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Corporate Social Responsibility Reserve

Corporate Social Responsibility Reserve is created as per NRB directive, which is set aside of 1.5% of net
profit of previous year. The balance in the reserve is the amount which is not exhausted in the current fiscal
year to be utilized for Corporate Social Responsibility Objective in the coming years.

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. In the previous year, the other reserve also
includes deferred tax reserve. Capital Adjustment Reserve is created against the income recognition by capi-
talization in loans, for which capitalization is allowed by NRB, but distribution is not done till the settlement
of the capitalized interest part, this is also included in the other reserves.

4.28 Contingent liabilities and commitments

(]

Amount in Rs.

Particulars Current Year Previous Year
Contingent liabilities 244,325,747 225,236,293
Undrawn and undisbursed facilities 849,838,629 602,636,881
Capital commitment - -
Lease Commitment - -
Litigation = -
Total 1,094,164,375 827,873,173

4.28.1: Contingent Liabilities

Amountin Rs.

Particulars Current Year Previous Year
Acceptance and documentary credit = -
Bills for collection - -
Forward exchange contracts - -
Guarantees 244,325,747 218,469,884
Underwriting commitment = -
Other commitments - 6,766,409
Total 244,325,747 225,236,293
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4,28.2: Undrawn and undisbursed facilities

Amount in Rs.

Particulars Current Year Previous Year
Undisbursed amount of loans - -
Undrawn limits of overdrafts 849,838,629 602,636,881

Undrawn limits of credit cards = -
Undrawn limits of letter of credit = -
Undrawn limits of guarantee = -

Total 849,838,629 602,636,881

4.28.3: Capital commitments

Capital expenditure approved by relevant authority of the bank but provision has not been made in financial
statements

Amount in Rs.
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 - -

4.28.4: Lease commitments

Amount in Rs.
Particulars Current Year Previous Year
Operating lease commitments

Future minimum lease payments under non cancellable operat-
ing lease, where the bank is lessee
Not later than 1 year - -

Later than 1 year but not later than 5 years = -

Later than 5 years = -
Sub total - -

Amount in Rs.
Finance lease commitments Current Year Previous Year

Future minimum lease payments under non cancellable operat-
ing lease, where the bank is lessee
Not later than 1 year - -

Later than 1 year but not later than 5 years - -

Later than 5 years - -
Sub total - -
Grand total - -
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4.28.5: Litigation
N/A

4.29 Interest Income

Amount in Rs.
Particulars Current Year Previous Year

Cash and cash equivalent 269,304,328 278,688,434
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions = -
Loan and advances to bank and financial institutions - 72,445,677
Loans and advances to customers 3,706,792,575 2,965,620,829
Investment securities 66,555,619 31,293,516
Loan and advances to staff 30,315,032 36,331,135
Other Interest Income 181,205 115,840
Total interest income 4,073,148,759 3,384,495,431

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 Rastrya Bank.
Service fee charged to customer is approx. 1%. 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

Amount in Rs.
Particulars Current Year Previous Year

Due to bank and financial institutions 147,671,423 233,036,847
Due to Nepal Rastra Bank 1,682,830 1,284,479
Deposits from customers 2,469,609,872 1,781,766,448
Borrowing 55,234,870 74,026,063
Debt securities issued = -
Subordinated liabilities - -
Other Charges - -
Total Interest expense 2,674,198,994 2,090,113,836

Notes:

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

interest rate method.
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Amountin Rs.
Particulars Current Year Previous Year

Loan administration fees = -
Service fees 169,213,004 165,886,783
Consortium fees - -
Commitment fees - -
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 84,274,179 47,495,147
Prepayment and swap fees - -
Investment banking fees - -
Asset management fees - -
Brokerage fees - -
Remittance fees 8,494,519 6,750,451
Commission on letter of credit - -
Commission on guarantee contracts issued 3,423,235 2,368,613
Commission on share underwriting/issue - -
Locker rental 930,900 1,045,155
Other fees and commision income 4,425,099 14,652,400
Total Fees and Commission Income 270,760,936 238,198,549

Notes :

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 in recognized by the bank upfront and is not deferred with the tenure of loan.

4.32 Fees and Commission Expense

Amount in Rs.
Particulars Current Year Previous Year

ATM management fees 3,708,503 3,819,255
VISA/Master card fees - -
Guarantee commission = -
Brokerage - -
DD/TT/Swift fees. - -
Remittance fees and commission 239,825 348,040
Other fees and commission expense - -
Total Fees and Commission Expense 3,948,328 4,167,295

4.33 Net Trading income
Amount in Rs.

Particulars Current Year Previous Year

Changes in fair value of trading assets = -
Gain/loss on disposal of trading assets - -
Interest income on trading assets S -
Dividend income on trading assets S -
Gain/loss foreign exchange transation 22,529,149 7,465,873
Other - -
Net trading income 22,529,149 7,465,873
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Notes:

Gains and losses arising from changes in fair value of financial instruments held at fair value through profit
and losses are included in the statement of profit or loss in the period in which they arise. Gains and lossed
arising from changes in the fair value of available for sale financial assets are recognised directly in equity,
until the financial assets are derecognised. Dividends on equity instruments are recognised in the statement
of profit or loss within other income when the Bank has right to recive paryment is established.

4.34 Other Operating Income

Amount in Rs.
Particulars Current Year Previous Year

Foreign exchange revauation gain 11,173,348 7,866,487
Gain/loss on sale of investment securities 12,229,912 -
Fair value gain/loss on investment properties - -
Dividend on equity instruments 10,232,996 698,594
Gain/loss on sale of property and equipment (966,965) 96,768
Gain/loss on sale of investment property (743,068) -
Operating lease income = -
Gain/loss on sale of gold and silver - -
Other Operating Income 25,578,814 21,564,442
Total 57,505,036 30,226,292

Notes:

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.

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

Amount in Rs.
Particulars Current Year Previous Year

Impairment charge/(reversal) on loan and advances to BFls - 4,042,302
Impairment charge/(reversal) on loan and advances to customers 160,277,819 109,805,392
Impairment charge/(reversal) on financial Investment - (15,137,510)
Impairment charge/(reversal) on placement with BFls - -
Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties = -
Impairment charge/(reversal) for other losses 60,898 -
Total 160,338,717 98,710,184

Notes:

Loans and advances are assessed individually and collectively as per incured 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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Amount in Rs.

Particulars Current Year Previous Year
Salary 204,588,621 169,863,999
Allowances 92,160,697 64,811,551
Gratuity Expense 12,293,309 7,530,611
Provident Fund 17,014,744 13,306,950
Uniform 8,272,000 7,404,400
Training & development expense 10,938,129 9,093,216
Leave encashment 20,831,284 8,760,819
Medical - -
Insurance 9,654,680 8,997,656
Employees incentive - -
Cash-settled share-based payments - -
Pension expense = -
Finance expense under NFRS 13,528,299 24,552,519
Other expenses related to staff 23,893,619 16,148,322
Dashain Allowances 21,553,999 13,929,072
Staff Telephone Expenses 2,339,620 2,219,250
Subtotal 413,175,383 330,470,042
Employees Bonus 70,291,564 74,713,406
Grand total 483,466,947 405,183,449

Staff bonus has been calculated and provided at 10 percent of net profit after Bonus.

4.37 Other Operating Expense

Amount in Rs.
Particulars Current Year Previous Year

Directors’ fee 2,113,000 1,948,000
Directors’ expense 662,767 1,058,812
Auditors’ remuneration 621,500 565,000
Other audit related expense 250,588 -
Professional and legal expense 103,918 1,090,299
Office administration expense 54,084,208 49,855,322
Light,Electricity & Water 16,391,673 13,908,937
Postage, Telex, Telephone & Fax(Incl. Internet Expenses) 19,995,798 17,599,906
Office Equipment, Furniture Repair 3,157,391 4,211,362
Printing & Stationery 14,539,346 14,135,117
Operating lease expense 91,293,663 68,763,638
Operating expense of investment properties - -
Corporate social responsibility expense 10,943,020 449,900
Onerous lease provisions = -
Other Expenses 158,345,578 137,990,993
Repair & Maintenance-Vechiles 2,853,222 2,101,754

J3! aIffcd Ufidest Q006/000 : BE




>3fd fdoRT A for.

i\ JYOTI BIKASH BANK LTD.

e g e v AR g i e

Amount in Rs.
Particulars Current Year Previous Year

Repair & Maintenance-Others 5,320,758 6,075,341
Insurance 5,729,887 4,129,328
Travelling Allowances & Expenses 3,923,103 3,407,931
Periodicals & Books 359,789 393,804
Advertisements 18,901,951 8,045,869
Donation 103,055 176,153
Annual General Meeting Expenses 735,501 451,311
Technical/Consultancy Services Fee(AMC) 5,525,022 2,198,895
Hospitality Expenses 7,215,537 8,911,873
Security Expenses 66,927,378 57,183,162
Deposit/Credit Guarantee Premium 10,585,436 7,206,447
Fuel Expenses 6,088,752 5,990,972
Bank Charges 50,743 15,345
Business Promotion Expenses 1,549,572 4,670,469
Registration and Renewal - -
Branch Opening Expenses 570,834 2,795,978
Membership Fees,Registration and Renewal 6,973,811 4,853,094
Other Expenses 14,931,227 19,383,267
Anniversary Expenses 834,199 4,681,857
Share RTS related Expenses 444,413 367,204
Electronic Clearing related Expenses 2,893,720 3,092,335
Foreign Currency Exchange Expenses 2,619,543 7,028,769
Health & Hygiene Related Expenses 2,107,910 -
Cleaning Expenses 4,466,947 1,096,126
Miscellaneous Expenses 1,564,495 3,116,975
Total 318,418,243 261,721,963

4.38 Depreciation and Amortisation
Amount in Rs.

Particulars Current Year Previous Year

Depreciation on property and equipment 75,946,361 50,287,438
Depreciation on investment property - -
Amortisation of intangible assets 4,704,706 3,127,818
Total 80,651,067 53,415,256

Notes :

Depreciation is calculated by using the written down value method on cost or valuation of the Property &
Equipment and leasehold properties.. Intagible asset contains software which has been amortised over 5
years.
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Amount in Rs.

Current Year Previous Year
Recovery of loan written off - 94,609
Other income - -
Total - 94,609
4.40 Non Operating Expenses
Particulars Current Year Previous Year
Loan written off - 10,512
Redundancy provision - -
Expense of restructuring = -
Other expense. 5,940 24,199
Total 5,940 34,710
4.41 Income Tax Expenses
Particulars Current Year Previous Year
Current tax expense
Current year 218,118,904 240,254,260
Adjustments for prior years 354,693 2,342,084
Deferred tax expense
Origination and reversal of temporary differences (4,014,162) (26,803,836)
Changes in tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense 214,459,434 215,792,508

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

4.41.1: Reconciliation of tax expense and accounting profit

Amount in Rs.
Current Year Previous Year

Profit before tax 702,915,644 747,134,061

Tax amount at tax rate of 30% 210,874,693 224,140,218

Add: Tax effect of expenses that are not deductible for tax 88,441,124 (4,381,753)
purpose

Less: Tax effect on exempt income (1,431,910) (189,436)

Add/less: Tax effect on other items (79,765,003) 20,685,231

Total income tax expense 218,118,904 240,254,260

Effective tax rate 31.03% 32.16%
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5. Disclosures and Additional Information

5.1 Risk Management

In compliance with Nepal Rastra Bank Directives 6 on "Corporate Governance', the Board of Bank has
established a Risk Management Committee with clear terms of reference. Overall risk management
function of the Bank is supervised by Risk Management Committee and Internal Audit Committee
represented by BOD members and Senior Executives. 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 with its
internal operating policies and other applicable regulations and procedures, external, legal, requlatory
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 analyze 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 depicted below:

Risk Management Structure of the Bank.

Operation Risk
BOD Management  Sub-
7| Committes

Credit Risk
Management  Sub-
Committee

(]
m
O

l l

Operation'and Other Credit Risk Management
Risk Department

As at the date of this report, the Bank’s Risk Management Committee comprised of the following:

S. No. Members of Risk Management Committee Designation
1 Non-Executive Director from Promoter Co-Ordinator
2 Co-Ordinator of Audit Committee Member
3 Chief Operating Officer Member
4 Chief Risk Officer Member Secretary
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The Committee meets at least four times annually to oversee and review the fundamental prudential
risks including operational, credit, market, reputational, capital and liquidity risk etc.

The responsibilities of Risk Management Committee are as follows:

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

b. Ensuring the Bank has clear, comprehensive and well documented policies and procedure.
C Defining the Bank’s overall risk tolerance in relation to credit risk.
d. Ensuring that Bank’s significant risks exposure is maintained at prudent levels and consistent

with the available capital.

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

i. Risk Governance

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

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

Through its risk management framework, the Bank seeks to efficiently manage credit, market
and liquidity risks which arise directly through the Bank’s commercial activities as well as
operational, regulatory and reputational risks which arise as a normal consequence of any
business undertaking. As part of this framework, the Bank uses a set of principles that describe
its risk management culture. Policy if any developed has been developed to manage Credit risk,
Market risk and liquidity risk.

The major risk areas and mitigation mechanism is as given below:

5.1.1 Credit Risk

Credit risk is the probability of loss of principal and reward associated with it due to failure of
counterparty to meet its contractual obligations to pay the Bank in accordance with agreed terms. The
Credit Risk Monitoring and Reporting Framework/ have been prepared in order to mitigate/minimize
the credit risk of the Bank through appropriate monitoring and reporting framework established
within the Bank.

The Bank has its own Credit Policy Guidelines to handle the Credit Risk Management philosophy
that involves a continual measurement of probability of default/loss; identification of possible risks
and mitigations. The provisions of Capital Adequacy Framework -2007 are compiled in line-to-line
basis to overcome the Credit Risk. In order to manage and eliminate the credit risk, the Bank has a
practice of maintaining the best quality assets in its book. The Bank’s Credit Policy elaborates detailed
procedures for proper risk management. The Bank has delegated credit approval limits to various
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officials to approve and sanction various amount of credit request based on their individual expertise
and risk judgment capability.

As a check and balance mechanism, each credit case requires dual approval. Regular monitoring
of the credit portfolio ensures that the Bank does not run the risk of concentration of portfolio in a
particular business sector or a single borrower. Similarly, the Bank also exercises controlled investment
policy with adequately equipped resource looking after the investment decisions.

i) Maximum exposure to credit risk

The Bank has financial assets consisting mainly of loans & advances and investments at amortized
cost. In these cases, the maximum exposure to credit risk is the carrying amount of the related
financial assets.
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5.1.2 Market Risk

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

Market Risk is discussed at ALCO and within respective division level on open position on daily basis.
In depth knowledge of the market and movement in variables are obtained in order to control limits
for open position and monthly reports prepared. As for the monitoring of market and liquidity risk,
the Bank has an active Assets and Liability Management Committee (ALCO) in place which meets
regularly and takes stock of the Bank’s assets and liability position and profile of assets & liabilities,
monitors risks arising from changes in exchange rates in foreign currencies. All foreign exchange
positions are managed by treasury consisting of front office dealers with specific dealing limits and
an independent back office. The back office executes the deals made by the dealers and also monitors
the liquidity position of the Bank. For the purpose of proper check and control, the front dealing
room of treasury and the back office have different reporting line.

5.1.3 Operational Risk

Operational risk occurs due to external as well as the internal environment. First step is to clearly
identify the risk events, after which appropriate combination of qualitative or quantitative techniques
are used to evaluate the magnitude of the consequences due to the occurrence of such events. Key
risk indicators and audit findings are mostly used to assess operational risk of the Bank.

As a part of monitoring operational risks, the Bank has devised operational manuals for various
Banking functions, which are reviewed and modified time to time as per the changing business
context.

The Bank has adopted dual control mechanism in its all operational activities where each and every
financial and non-financial transaction is subject to approval from an authority higher than the
transactioninitiator. Regular review meetings are conducted to assess the adequacy of risk monitoring
mechanism and required changes are made as and when felt necessary. Reconciliation of Nostro
Accounts of the branches are done by the branches itself on monthly basis and the reconciliation is
verified by the Finance Department. Reconciliation of Inter-Branch and Inter-Department account,
Staff Advances and Other Advances are done by the Finance department on Weekly Basis under
direct supervision of Chief Finance, Head Office. The Bank has independent internal audit, which
reports to the Audit Committee of the Bank. The Audit Committee meets frequently and reviews
the business process and financial position of the Bank. In order to have better focus on managing
operational risks across branches and to monitor them from Head Office level, the Bank has separate
Branch Operation and Control & Compliance Department at Head Office. The Bank has strong MIS in
place to monitor the regular operational activities.

5.1.4 Liquidity Risk

Liquidity risk is defined as the risk that the Bank will encounter difficulty in meeting obligations
associated with financial liabilities that are settled by delivering cash or another financial asset.
Liquidity risk arises because of the possibility that the Bank might be unable to meet its payment
obligations when they fall due as a result of mismatches in the timing of the cash flows under both
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normal and stress circumstances. Such scenarios could occur when funding needed for fixed nature
asset positions is not available to the Bank on acceptable terms.

The board has ensured that the bank has necessary liquidity risk management framework and bank
is capable of confronting uneven liquidity scenarios. The banks have formulated liquidity policies,
contingency funding planning which are recommended by senior management/ALCO and approved
by the Board of Directors. The bank utilizes flow measures to determine its cash position. A maturity
ladder analysis estimates a bank’s inflows and outflows and thus net deficit or surplus (GAP) over a
time horizon. A maturity ladder is a useful device to compare cash inflows and outflows both on a
day-to-day basis and over a series of specified time periods as presented in the NRB Ni.Fa.No.5.1 under
NRB Directives No. 5

The following table depicts the maturity profile of the investment portfolio on an undiscounted cash
flow basis which is designed and managed to meet the required level of liquidity as and when liquidity
outgo arises taking into consideration the time horizon of the financial liabilities of the business.
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5.1.5 Internal Control

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

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

Impact of COVID-19 on the performance of the Bank since the last quarter of 2019-20

The COVID-19 pandemic has impacted most of the countries, including Nepal. This resulted in
countries announcing lockdown and quarantine measures that sharply stalled economic activity. The
Government of Nepal initiated a nation-wide lockdown from March 24, 2020 which was extended to
July 21, 2020 and again a prohibitory order was imposed for 3 weeks till September 2, 2020. Several
countries took unprecedented fiscal and monetary actions to help alleviate the impact of the crisis.
The Nepal Rastra Bank (NRB) has announced several measures to ease the financial system stress,
including enhancing system liquidity, moratorium of three months on loan repayments for specific
borrower segments, asset classification standstill benefit to overdue accounts where a moratorium
has been granted and relaxation in liquidity coverage requirement, among others. The Nepalese
economy would be impacted by this pandemic with contraction in industrial and services output
across small and large businesses. The Bank'’s business is expected to be impacted by lower business
opportunities and revenues in the short to medium term. The impact of the COVID-19 pandemic
on Bank’s results, including credit quality and provisions, remains uncertain and dependent on the
spread of COVID-19, further steps taken by the government and the central bank to mitigate the
economic impact, steps taken by the Bank and the time it takes for economic activities to resume at
normal levels. The Bank’s capital and liquidity position is strong and would continue to be the focus
area for the Bank during this period.

As per the direction of NRB, 10% rebate has been provided on the monthly/quarterly interest for the
installment due in Chaitra paid within Chaitra and such rebate shall not to be less than Base rate. The
total amount of such rebate is Rs 5,754,767.

Also, bank has calculated the interest of 4th Qtr of FY 2076/77 by lowering the interest rate up to 2%
point on the rate in effect at Chaitra End, 2076 subject to not lower than the applicable base rate. The
approximate total amount of such rebate is Rs. 102,593,718.
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5.2. CAPITAL MANAGEMENT

The Bank’s capital management policies and practices support its business strategy and ensure that it is
adequately capitalised to withstand even in severe macroeconomic downturns.Jyoti Bikas Bank is a liscened
institution provides financial services 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.Capital adequacy ratio
as on Ashad end 2077 is 13.96% and 15.08% on core capital and capital fund respectively.

5.2.1. Qualitative disclosures

Nepal Rastra Bank has directed the Banks to develop own internal policy, procedures and structures to
manage all material risk inherent in business for assessing capital adequacy in relation to the risk profiles as
well as strategies for maintaining capital levels. This includes basic requirements of having good governance,
efficient process of managing all material risks and an effective regime for assessing and maintaining
adequate capital. The Bank has various BODs approved risk management policies for proper governance.
The Bank has developed a comprehensive ICAAP document which is subject to review every year. The ICAAP
has two major components; first is an internal process to identify, measure, manage and report risks to which
the bank is exposed or could be exposed in the future; and second is an internal process to plan and manage
a bank’s capital so as to ensure adequate capital. The Bank prepares the ICAAP report annually complying
with the NRB requirement. The report is reviewed and analyzed by Risk Management Committee and Board.
The report is prepared as per BASEL Ill norms considering various adverse scenarios. The Bank also conducts
the stress testing on thirty two different unfavorable scenarios on quarterly basis and is reviewed by senior
management, Risk Management Committee and Board. The Bank in line with BASEL provisions and ICAAP
document assesses risk exposures and allocated sufficient capital/cushion for perceived risks. The adequacy
of capital is main agenda of any ALCO, Man-Com and board meetings.

5.2.2. Quantitative disclosures

1 Capital structure and capital adequacy
« Tier 1 Capital and a breakdown of its Components:

Amount in Rs.

Particulars This Year Previous Year
Paid up Equity Share Capital 3,495,293,438 3,100,038,526
Irredeemable Non-cumulative preference shares -
Share Premium - 4,888,655
Proposed Bonus Equity Shares -
Statutory General Reserves 475,784,165 378,092,923
Retained Earnings 353,375,539 396,923,104

Un-audited current year cumulative profit -
Special Reserve Fund -
Capital Adjustment Reserves 15,610,967 15,610,967
Dividend Equalization Reserves -
Capital Redemption Reserves Fund -
Deferred Tax Reserve -
Less: Goodwill -
Less: Intagible Assets -
Less: Fictitious Assets -
Less: Deferred Tax Assets -
Less: Investment in equity of licensed Financial Institutions -
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Amount in Rs.
Particulars This Year Previous Year

Less: Investment in equity of institutions with financial interests -
Less: Investment in equity of institutions in excess of limits -
Less: Investments arising out of underwriting commitments -
Less: Purchase of Land & Building in excess of limit & utilized -
Less: Reciprocal crossholdings -
Less: Other Deductions (10,000,000) -

Total Tier 1 Capital 4,330,064,108 3,895,554,175

Subordinated Term Debt -
Hybrid Capital Instruments -

General loan loss provision 341,762,574 279,517,892
Exchange Equalization Reserves 4,790,243 1,996,906
Investments Adjustment Reserves 300,000 300,000

Assets Revaluation Reserves -
Special Reserve Fund -
Total Tier 2 Capital 346,852,817 281,814,798

Detail of Subordinated Term Debts:

There is no Subordinated Term Debts as of fourth Quarter Ended Ashad End 2077.
Deductions from capital:

There is no item to be deducted from capital.
« Total Qualifying Capital:

Particulars This Year Prevoius Year
Core Capital (Tier 1) 4,330,064,108 3,895,554,175
Supplementary Capital (Tier 2) 346,852,817 281,814,798
Total Capital Fund 4,676,916,925 4,177,368,973
« Capital Adequacy Ratio: This Year Prevoius Year
The capital adequacy ratio of the bank (%) 15.08 16.27

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

Jyoti 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 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.
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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.

2 Risk exposures

« Risk weighted exposures for credit Risk, Market Risk and Operational Risk:

RISK WEIGHTED EXPOSURES

Amount (Rs.)

Risk Weighted Exposure for Credit Risk

27,341,005,908

Risk Weighted Exposure for Operational Risk

1,561,968,077

Risk Weighted Exposure for Market Risk 18,312,716
Adjustments under Pillar Il 2,103,003,685
Total Risk Weighted Exposures (After Bank’s adjustment of Pillar I1) 31,024,290,385
« Risk Weighted exposures under each 11 categories of Credit Risk:
Categories Amount (Rs.)
Claims on Government and Central Bank 3,399,362

Claims on Other Financial Entities

Claims on Banks

6,103,831,067

Claims on Domestic Corporate and Securities Firms 4,946,697,037
Claims on Regulatory Retail Portfolio & Other Retail Portfolio 17,803,947,451
Claims secured by residential properties 3,778,066,009
Claims secured by Commercial real estate 26,800,000
Past due claims 259,696,659

High Risk claims

2,705,751,178

Other Assets 2,121,638,645
Off Balance Sheet Items 1,094,164,375
Total 38,843,991,782
« Total Risk Weight Exposures calculation Table:

RISK WEIGHTED EXPOSURES Amount (Rs.)

Risk Weighted Exposure for Credit Risk

27,341,005,908

Risk Weighted Exposure for Operational Risk

1,561,968,077

Risk Weighted Exposure for Market Risk 18,312,716
Add: 5% of the total RWE added by Supervisory Review 78,513,615
Add: RWE equivalent to reciprocal of capital charge of 4% of Gross Income 1,156,851,468
Add: disclosure requirement has not been achieved, Add 3% of RWE 867,638,601
Total Risk Weighted Exposures (After Bank’s adjustment of Pillar Il) 31,024,290,385
Total Core Capital 4,330,064,108

Total Capital Fund 4,676,916,925
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Particulars Gross Amount (Rs) | Loan Loss Provision (Rs) Net NPL (Rs)
Restructured 9,620,931 1,202,616 8,418,315
Sub-Standard 14,749,845 2,698,955 12,050,890
Doubtful 174,222,056 76,804,586 97,417,470
Loss 83,412,378 74,153,962 9,258,416
Total 282,005,210 154,860,120 127,145,091

Capital Adequacy Table
Ashad End 2077
1.1 Risk Weighted Exposures Current Period Previous Period
a | Risk Weighted Exposure for Credit Risk 27,341,005,908 24,690,982,376
b | Risk Weighted Exposure for Operational Risk 1,561,968,077 947,695,766
Risk Weighted Exposure for Market Risk 18,312,716 33,483,471
Total| 28,921,286,701| 25,672,161,612
Adjustments under Pillar Il
SRP 6.4a (5) |ALM policies & practices are not satisfactory,
add 1% of net interest income to RWE
SRP 6.4a (6) |Add....% of the total deposit due to insufficient
Liquid Assets
SRP 6.4a(7) |Add RWE equvalent to reciprocal of capital 78,513,615
charge of 2-5% of gross income(5%)
SRP 6.4a (9) |If overall risk management policies and prece- 1,156,851,468
dures are not satisfactory. Add 4% % of RWE
SRP 6.4a (10) |If desired level of disclosure requirement has 867,638,601
not been achieved, Add 3% of RWE
Add:...% of the total deposit due to in sufficient - -
Liquid Assets(6.4a 6)
Total RWE 31,024,290,385| 25,672,161,612
1.2 | Capital Current Period | Previous Period
Core Capital (Tier ) 4,330,064,108 3,895,554,175
a Paid up Equity Share Capital 3,495,293,438 3,100,038,526
b Irredeemable Non-cumulative preference shares - -
C Share Premium - 4,888,655
d Proposed Bonus Equity Shares - -
e Statutory General Reserves 475,784,165 378,092,923
f Retained Earnings 353,375,539 396,923,104
g Un-audited current year cumulative profit/(loss) - -
h Capital Reserve - -
i Capital Adjustment Reserve 15,610,967 15,610,967
j Dividend Equalization Reserves - -
k Deferred Tax Reserve - -
I Other Free Reserve - -
m Less: Goodwill - -
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1.2 Capital Current Period | Previous Period
n Less: Fictitious Assets
o Less: Investment in equity in licensed Financial
Institutions
p Less: Investment in equity of institutions with
financial interests
q Less: Investment in equity of institutions in excess of
limits
r Less: Investments arising out of underwriting
commitments
s Less: Reciprocal crossholdings
t Less: Purchase of land & building in excess of limit
and unutilized
u Less: Other Deductions 10,000,000
Adjustments under Pillar Il - -
SRP  |Less: Shortfall in Provision
6.4a(1)
SRP |Less: Loans & Facilities extended to related parties and
6.4a(2) |restricted lending
Supplementary Capital (Tier II) 346,852,817 281,814,798
a Cumulative and/or Redeemable Preference Share
b Subordinated Term Debt
C Hybrid Capital Instruments
d General loan loss provision 341,762,574 279,517,892
e Exchange Equalization Reserve 4,790,243 1,996,906
f Investment Adjustment Reserve 300,000 300,000
g Assets Revaluation Reserve - -
h Other Reserves
Total Capital Fund (Tier | and Tier Il) 4,676,916,925 4,177,368,973
1.3 Capital Adequacy Ratio Current Period Current Period
Tier | Capital to Total RWE(%) 13.96 15.17
Tier | and Tier Il Capital to Total RWE(%) 15.08 16.27
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. ) . Risk Risk Weighted
Specific Provi- | Eligible CRM Net Value .
S.N. | Balance Sheet Exposures (A) | Book Value (a) ) Weight Exposures
sion (b) (c) (d=a-b-c)
(e) (f=d*e)

1 Cash Balance 1,133,301,685 1,133,301,685 0% -

2 | Balance With Nepal Rastra Bank 1,883,982,358 1,883,982,358 0% -

3 | Gold - - 0% -

4 Investment in Nepalese Govern- 2,183,717,015 2,183,717,015 0% -
ment Securities

5 | All Claims on Government of 3,399,362 3,399,362 0% -
Nepal

6 | Investment in Nepal Rastra Bank - - 0% -
securities

7 | All claims on Nepal Rastra Bank - - 0% -

8 | Claims on Foreign Government - - 0% -
and Central Bank (ECA 0-1)

9 | Claims on Foreign Government - - 20% -
and Central Bank (ECA -2)

10 | Claims on Foreign Government - - 50% -
and Central Bank (ECA -3)

11 | Claims on Foreign Government - - 100% -
and Central Bank (ECA-4-6)

12 | Claims on Foreign Government - - 150% -
and Central Bank (ECA -7)

13 | Claims On BIS, IMF, ECB, EC - - 0% -
and MDB's recognized by the
framework

14 | Claims on Other Multilateral - - 100% -
Development Banks

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

16 | Claims on Public Sector Entity - - 50% -
(ECA2)

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

18 | Claims on Public Sector Entity - - 150% -
(ECA7)

19 | Claims on domestic banks that 6,103,831,067 - -1 6,103,831,067 20% 1,220,766,213
meet capital adequacy require-
ments

20 | Claims on domestic banks that - - 100% -
do not meet capital adequacy
requirements

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

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

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

24 | Claims on foreign bank (ECA - - 150% -

Rating 7)
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S.N. | Balance Sheet Exposures (A)

Book Value (a)

Specific Provi-
sion (b)

Eligible CRM
(c)

Net Value
(d=a-b-c)

Risk
Weight
(e)

Risk Weighted
Exposures
(f=d*e)

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

20%

26 | Claims on Domestic Corporates

4,946,697,037

4,946,697,037

100%

4,946,697,037

27 | Claims on Foreign Corporates
(ECA0-1)

20%

28 | Claims on Foreign Corporates
(ECA2)

50%

29 | Claims on Foreign Corporates
(ECA 3-6)

100%

30 | Claims on Foreign Corporates
(ECA7)

150%

31 | Regulatory Retail Portfolio (Not
Overdue)

17,803,947,451

658,309,564

17,145,637,887

75%

12,859,228,415

32 | Claims fulfilling all criterion of
regularity retail except granular-

ity

100%

33 | Claims secured by residential
properties

3,755,757,457

3,755,757,457

60%

2,253,454,474

34 | Claims not fully secured by
residential properties

150%

35 | Claims secured by residential
properties (Overdue)

22,308,552

11,383,789.85

10,924,762

100%

10,924,762

36 | Claims secured by Commercial
real estate

26,800,000

26,800,000

100%

26,800,000

37 | Past due claims (except for
claims secured by residential
properties)

259,696,659

143,476,330

116,220,329

150%

174,330,493

38 | High Risk claims

1,790,446,422

1,790,446,422

150%

2,685,669,633

39 |Lending Against Securities
(Bonds & Shares)

915,304,756

915,304,756

100%

915,304,756

40 | Investments in equity and other
capital instruments of institu-
tions listed in stock exchange

740,425,743

66,415,645.24

674,010,098

100%

674,010,098

41 | Investments in equity and other
capital instruments of institu-
tions not listed in the stock
exchange

300,000

300,000

150%

450,000

42 | Staff loan secured by residential
property

155,716,872

155,716,872

60%

93,430,123

43 | Interest Receivable/claim on
government securities

24,490,932

24,490,932

0%

44 | Cash in transit and other cash
items in the process of collection

20%

45 | Other Assets

1,200,705,098

1,200,705,098

100%

1,200,705,098

Total

42,950,828,465

221,275,765

658,309,564

42,071,243,136

27,061,771,103

Off Balance Sheet RWE (refer attached sheet)

279,234,805

Total RWE (A) +(B)

27,341,005,908
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Gross Book specific Eligible NetValue | Risk Weight RWE
S.N. Off Balance Sheet Exposures (B) Provision
Value (a) (b) CRM (q) (d=a-b-c) (e) (f=d*e)
1 | Revocable Commitments - 0% -
2 | Bills Under Collection - 0% -
3 | Forward Exchange Contract Liabilities - 10% -
LC Commitments With Original
4 | Maturity Upto 6 months domestic - - - 20% -
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
LC Commitments With Original
5 | Maturity Over 6 months domestic - 50% -
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
Bid Bond, Performance Bond
6 |and Counter guarantee domestic 212,981,549 57,135,786 155,845,763 50%| 77,922,882
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
7 | Underwriting commitments - - 50% -
Lending of Bank'’s Securities or Posting
8 » - - - 100% -
of Securities as collateral
9 R.epurchase Agreements, Assets sale ) ) ) 100% )
with recourse
10 | Advance Payment Guarantee 2,500,000 - 2,500,000 100% 2,500,000
11 | Financial Guarantee 28,844,198 - 28,844,198 100% | 28,844,198
12 | Acceptances and Endorsements - - 100% -
13 Unpaid pc.)r.tlon of Partly paid shares ) 100% i
and Securities
Irrevocable Credit commitments (short
14 849,838,629 - 849,838,629 20% | 169,967,726
term)
Irrevocable Credit commitments (long
15 - 50% -
term)
Claims on foreign bank incorporated in
SAARC region operating with a buffer
16 | of 1% above - - - 20% -
their respective regulatory capital
requirement
17 | Other Contingent Liabilities - - 100% -
18 | Unpaid Guarantee Claims - - 200% -
Total 1,094,164,375 -| 57,135,786 | 1,037,028,589 279,234,805
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3. Operating Segment Information
General Information
Reportable Segments

Business segments have been identified and reported taking into account, the target customer
profile, the nature of products and services, the differing risks and returns, the organization structure,
the internal business reporting system. The Bank operates in the following segments:

a) Core Banking

This segment covers various generalized products and services of the Banks. All deposit accounts
(Saving, Current, Call & Fixed) and Loans provided to Institutional and Individual customers except
Micro Banking are categorized into Core Banking. Major sources of revenue of the segment are interest
income from loans & non-interest income (fee-based income from fund based and non-fund-based
lending, foreign exchange income, other operating and non-operating incomes). Likewise, major
components of expenditure of the segment are interest expense in deposits, staff expenses, other
office expenses, depreciation and provision for possible losses/Impairment.

b) Micro Finance

This segment covers various specialized lending products of the Banks provided to deprived
sectors of the society directly (Saral Karja) or Group Based Lending for the upliftment of deprived or
marginalized community. Micro Finance services are provided through dedicated centralized Micro
Finance department & micro assistants of various branches. Major sources of revenue of the segment
are interest income from loans & fee based non-interest income from micro finance. Likewise, major
components of expenditure of this segment are staff expenses, other office expenses, depreciation
of the assets dedicatedly used by the Micro Finance department and provision for possible
losses/impairment of the micro finance portfolio.

c) Treasury

The balance lying with the banks invested in governmental bonds, treasury bills, placements, forex
trading and shares of other organizations come under this segment. The interest income of bonds
and bills, forex gains, dividend income are revenue items of this segment. Expenses of this segment
comprises interest expenses on deposits used for making investments, forex losses, personnel
expenses and operating expenses as well as provision for loss created for such investments.

d) Digital Banking & Others:

Remittance: This segment covers both domestic remittance and foreign inwards remittance facility
served with a purpose to provide complete remittance solution to the valued customers of the
Bank through a dedicated own remittance product named Jyoti Remit. Major sources of revenue
of the segment are remit fee/commission income and income from remittances. Likewise, major
components of expenditure of the segment are staff expenses, fee/commission paid to various
agencies and depreciation of assets dedicatedly used by the remittance department.

Cards and Alternate Channels: This segment covers all technology based alternate service delivery
channels of the Bank like Cards, Mobile Banking and Internet Banking. Major sources of revenue
of the segment are fee-based income like subscription charge, renewal charge and transaction fee.
Likewise, major components of expenditure of the segment are fee/commission paid to various

qqg : d3 dIffich Ufdiddel Q00&/00©




, S3ifd f[ddRT A for.

Zi JYoTI BIKASH”I/syl.V\I\”IK }an_

AT g ATz e R g i g

vendors of Cards, Mobile Banking and Internet Banking, staff expenses, other office expenses and

depreciation of assets dedicatedly used by the Card department.

A Information about reportable Segments

. Digital
Particulars Core Banking .NIICI‘O Treasury | Banking & Total
Finance
Others
(@) |Revenue from external 3,855,065,688 146,963,087 | 402,386,802 19,528,303 | 4,423,943,880
customers
(b) |Intersegment revenues - - - - -
(c) |Intersegment Expenses - - - - -
(d) [NetRevenue 3,855,065,688 146,963,087 | 402,386,802 19,528,303 | 4,423,943,880
(e) |Interest Revenue 3,588,952,150 137,361,434| 346,835,175 -|  4,073,148,759
(f) |Interest Expenses (2,613,163,083) (4,118,212) (56,917,699) -1 (2,674,198,994)
(g) |Net Interest Revenue(b) 975,789,067 133,243,221 289,917,476 -1 1,398,949,765
(h) | Depreciation and amortisation (70,280,087) (2,679,222) (7,335,745) (356,012) (80,651,067)
(i) |Segment profit/(Loss) 905,508,980 130,563,999| 282,581,731 (356,012) | 1,318,298,697
(j) | Entity’'s interest in the profit or - - - - -
loss of associates accounted for
using equity method
(k) | Other material non cash items - - - - -
() |Impairment of assets 154,369,570 5,908,250 - - 160,277,819
(m) | Segment assets 36,913,856,459 | 1,407,232,644| 3,853,020,898| 186,991,620 | 42,361,101,622
(n) |Segment Liabilities 32,989,021,946 | 1,257,609,826| 3,443,351,716| 167,109,895 | 37,857,093,382
B Reconciliation of Reportable Segment Profit or loss
Reconciliations of reportable revenues, profit or loss ,assets and liabilities
a) Revenue
Total revenue for reportable segments 4,423,943,880
Other Revenues
Elimination of intersegment revenues -
Entity’s reveues 4,423,943,880
b) Profit or loss
Total profit or loss for reportable segments 1,318,298,697
Other Profit or loss (615,383,054)
Elimination of intersegment profits -
Unallocated amounts -
Profit before income tax 702,915,644
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c) Assets

Total assets for reportable segments

42,361,101,622

Other Assets

Unallocated amounts

Entity’s assets

42,361,101,622

d) Liabilities

Total Liabilities for reportable segments

37,857,093,382

Other Liabilities

Unallocated Liabilities

Entity’s liabilities

37,857,093,382

Information about products and services

Revenue from each type of product and services described in point

Core Banking 3,855,065,688
Micro Finance 146,963,087
Treasury 402,386,802
Digital Banking & Others 19,528,303
Total 4,423,943,880

Information about geographical areas
Revenue from following geographical areas

a) Domestic

Province 1 348,206,422
Province 2 447,706,159
Bagmati Province 2,440,596,366
Gandaki Province 197,724,811
Lumbini Province 835,391,866
Karnali Province 78,181,977
Sudur Pachhim Province 76,136,279

4,423,943,880

b) Foreign

Total

4,423,943,880

Revenue from Single Customer doesnot exceed 10% of total revenue.
Information about major customers
Share Options and Share based Payment

The Bank do not have a policy for share options to its employees. Similarly, during the year the Bank has not

made any payments or settlements by issuing new shares.
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Financial instruments are measured on an ongoing basis either at fair value or at amortized cost. The
summary of significant accounting policies describes how the classes of financial instruments are
measured, and how income and expenses, including fair value gains and losses, are recognized. The
following table analyses the carrying amounts of the financial instruments by

16 July 2020
Fair Vaule
through | Amortized Cost Measured at Total
PL FVTOCI
Financial Assets
Cash & Cash Equivalents 6,055,698,599 - 6,055,698,599
Due from Nepal Rastra Bank 1,883,982,358 - 1,883,982,358
Placement with Bank and
Financial Institutions ] ] ]
Derivative Financial Assets - - -
Loan and Advances to B/Fls 1,190,831,404 - 1,190,831,404
Loans & Advances to Customers 29,719,030,374 -|  29,719,030,374
Financial Investments - Measured
at Fair Value through PL ) ) ) )
Financial Investments - Measured
at Fair Value through OCl "| 674310098 674,310,098
Financial Investments -
Measured at Amoritized cost 2,183,717,015 ] 2,183,717,015
Other Financial Assets 99,180,452 - 99,180,452
Total Financial Assets -| 41,132,440,202| 674,310,098 | 41,806,750,300
Financial Liabilities
Due from Customers 36,313,630,527 -1 36,313,630,527
Other Financial Liabilities 1,169,848,104 - 1,169,848,104
Other Liabilities 373,614,752 - 373,614,752
Total Financial Liabilities -|37,857,093,382 -| 37,857,093,382
July 15,2019
Held for Amortized Measured at Total
Trading Cost FVTOCI
Financial Assets
Cash & Cash Equivalents 6,613,436,384 - 6,613,436,384
Due from Nepal Rastra Bank 950,957,920 - 950,957,920

Placement with Bank and
Financial Institutions

Derivative Financial Assets

1,044,525,000

1,044,525,000

Loan and Advances to B/Fls

980,327,266

980,327,266
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Held for Amortized Measured at Total
Trading Cost FVTOCI
Loans & Advances to Customers 24,774,214,553 -1 24,774,214,553
Financial Investments -
Measured at Fair Value through - - -
PL
Financial Investments -
Measured at Fair Value through - 406,155,581 406,155,581
(o]d
FlnanC|a‘I !nvstments - Measured 1.096,439,500 i 1.096,439,500
at Amoritized cost
Other Financial Assets 99,616,430 - 99,616,430
Total Financial Assets -|35,559,517,052| 406,155,581 35,965,672,633
Financial Liabilities
Due from Customers 25,995,200,700 -|  25,995,200,700
Other Financial Liabilities 5,076,922,831 - 5,076,922,831
Other Liabilities 293,521,931 - 293,521,931
Total Financial Liabilities -|31,365,645,462 -| 31,365,645,462

5.4  Related Party Disclosures

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

Name Relationship
Mr. Hari Chandra Khadka Chairman
Mr. Santosh Adhikari Board Member

Mr. Chhatra Man Shrestha

Board Member

Mr. Narayan Prasad Poudyal

Board Member

Mr. Dhruba Koirala

Board Member

Ms. Mana Maharjan

Board Member

Mr. Surendra Bahadur Nepali Independent Board Member

Mr. Shreechandra Bhatta Chief Executive Officer

Mr. Paras Raj Kandel

Deputy Chief Executive Officer/ Company Secretary
Chief Risk Officer

Chief Business Officer

Mr. Sushil Kumar Sharma

Mr. Ramhari Acharya
Mr. Baldev Thapa
Ms. Uma Shrestha

Chief Operating Officer
Chief Finance Officer

5.5 Board Member Allowances and Facilities

The Board of Directors have been paid board meeting fees of NPR 2,113,000(Including the board
level committee fee) during the fiscal year. There were 78 Board Meetings conducted during the fiscal
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year. Besides this, bank has provided facility of NPR 231,625.00 to Chairman and NPR 1,881,375 to
other board members. Further, the bank has provided facilities.

As approved by the 12th Annual General Meeting held on 14/01/2020 and further approved by the
Nepal Rastra Bank on 18/02/2020, the Chairperson and other members of the Board are paid NPR
10,000 and NPR 9,000 per meeting, respectively for Board and Board Level Committees meetings

In NPR
Particulars No of Meetings Meeting Allowance
a) Board Meeting 33 1,580,500
b) Board Level Committees
1 Risk Committee Meeting 9 142,000
2 ALM-CFT Committee Meeting 6 48,000
3 Audit Committee Meeting 14 208,000
4 Land & Building Sub Committee Meeting 5 70,000
Pramukh Kosh Byawasthapan Committee
5 Meeting ’ i 3 4300
Staff Facilities & Management Committee
6 Meeting 8 60,000
Total (Board Level Committees) 45 532,500
Grand Total 78 2,113,000

5.6 Loans and Advances extended to Promoters:

The Bank has not extended any loans to promoters during the year.
Contingent liabilities and commitment (As per NAS 37)
The Standard defines a contingent liability as:

- apossible 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

- apresent obligation that arises from past events but is not recognised because : it is 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 recognise a contingent liability. An entity should disclose a contingent liability, unless hte
possibility of an outflow of resources embodying economic benefits is remote.

The followings are the details of contingent liabilities of bank:

2076/77 2075/76
NPR NPR
1. Claims on Bank but not Accepted by the Bank - -

2. Letters of Credit (Full Amount)

a. Letter of Credit With Maturity Less than 6 Months
b. Letter of Credit With Maturity More than 6 Months
3. Rediscounted Bills

PARTICULARS
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2076/77 2075/76
PARTICULARS NPR NPR
4. Unmatured Guarantees/Bonds
a. Bid Bonds - 165,737,664
b. Performance Bonds 212,981,549 52,732,220

c. Other Guarantee/Bonds

5. Unpaid Shares in Investment

6. Forward Exchange Contract Liabilities

7. Bills under Collection

8. Acceptances and Endorsements

9. Underwriting Commitments
10. Irrevocable Loan Commitments 849,838,629 602,636,881

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

12. Advance Payment Guarantees 2,500,000.00
13. Financial Guarantees 28,844,197.63
14. Contingent Liabilities on Income Tax - 6,766,409

15. Unpaid Guarantee Claims
TOTAL CONTINGENT LIABLITIES 1,094,164,375.21 827,873,174

5.7 Compensation Details for Key Management Personnel

The compensation paid to the members of management committee except CEO has been depicted
in the table below;

S.N. Particulars Amount (NPR)
1 Short-term employee benefits 22,219,314
2 Post employee benefits (Till this FY) 1,076,109
3 Other long-term benefits (Till this FY) 1,469,975
4 Share Based Payment -
Total of Key Management Personnel Compensation 24,765,398

* Post-employment benefits include gratuity is and it is provided for as per Employee Byelaws of the
Bank.

** Other long-term employment benefit includes Home Leave and Sick Leave encashment over and
above the accumulation limit set as per Employee Byelaws of the Bank.

*** KMP also get accidental and medical insurance and life insurance, vehicle, fuel, and mobile
facilities as per Employee Bye laws of the Bank

Key management personnel are also provided with the following benefits:

i) Benefits as per the Employee Terms of Service By-laws,
ii)  Bonus to staff as per the Bonus Act
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The Salary and benefits paid to the CEO are as follow:

Particulars Amount (NPR)
Total annual Salary of CEO including allowances 5,404,574
Work-based remuneration paid to CEO this financial year -
a) Employee Bonus 1,680,225
b) Provident Fund 380,743
Total Personnel Expenses this financial year 7,465,542

5.8 Merger and Acquisition
There are no merger or acquisitions transaction during the year

5.9 Additional Disclosures of non-consolidated entities

The Bank does not have any subsidiary and therefore consolidation is not applicable.

5.10 Events after reporting date

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

There are no material events that has occurred subsequent to 31 Ashad 2077 till the signing of this
financial statement except the proposition of cash and bonus share by the board for approval from
Annual General Meeting.

The recovery of loans and advance after Ashad end to Ashwin end 2077, as per NRB Directives, have
been considered for assessing the loan loss provision and interest recovery and appropriately dealt
with while considering the final LLP and interest recovery.

5.11 Effect on Non-Banking Assets

Non-Banking Assets (NBA) has been shown under investment property. It has been recognized at
lower of fair value or amount due at the time of assumption of NBA.

In NPR
Name of Borrower or Book date. of Total amournt % of loss Loss provision
S.N. Part non-banking of non-banking . .
arty assets assets provision amoun

Dudhkoshi Trade & Sup-

1 . 30" Poush 2072 5,589,788 100 5,589,788
pliers

2 | Manjil Kirana Pasal 31t Ashad 2074 1,490,804 100 1,490,804

3 |IndraKirana Pasal 7t Chaitra 2074 - 100 -
New Bindabasini Bibek

4 . 32" Ashad 2075 195,030 100 195,030
Suppliers

5 |Buddhi Bahadur G.C. 10t Bhadra 2075 305,000 100 305,000
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Name of Borrower or Book date. of Total amoupt % of loss Loss provision
S.N. P non-banking of non-banking L.
arty assets assets provision amount

6 |Tara Bahadur Thapa 6'" Falgun 2075 93,144 100 93,144
7 | Meena Rana Magar 6'" Falgun 2075 310,597 100 310,597
8 | Mukti Bahadur G.M. 6" Falgun 2075 2,614,503 100 2,614,503
9 |Laxmi Paudel 315t Ashad 2076 5,589,788 100 5,589,788

Total 10,598,867 10,598,867

The following Non- Banking Assets were sold in the fiscal year 2076/77

Name of Borrower or Party Acg:il::ed Sold Date NBA Amount
Dudhkoshi Trade & Suppliers 30th Poush 2072 24th Ashad 2077 4,570,470
New Bindabasini Bibek Suppliers 32nd Ashad 2075 31st Ashad 2077 2,574,844

Total 7,145,314

5.12 Change of estimate

There is no change in estimate during the current year.

5.13 Earnings per share

The Bank measures earning per share on the basis of the earning attributable to the equity
shareholders for the period. The number of shares is taken as the weighted average number of shares
for the relevant period as required by NAS 33 Earnings per Share.

Amount (NPR)
Particulars Year ended Year ended
15-Jul-20 16-Jul-19

Profit attributable to equity shareholders (a) 488,456,209 531,341,553
Weighted average of number of equity shares used in

. . . 34,952,934 31,000,385
computing basic earnings per share (b)
Adjusted weighted average of number of equity shares 34,952,934 31,000,385
used in computing basic earnings per share
Basic and diluted earnings per equity share of NPR 100 13.97 17.14
each (a/b)

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

Pursuant to the requirement of NAS 33, the company has retrospectively adjusted and restated the
Basic Earnings per Share (BEPS) and Diluted Earnings Per Share (DEPS) for previous year.

5.14 Proposed Distributions (Dividends and Bonus Shares)

The Board of directorsin its meeting dated 17'"December 2020 has passed a resolution recommending
for distribution of bonus shares (stock dividend) at 10% of paid-up capital as at 15" July 2020.
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Rs in NPR
Particulars e GECL
15t July 2020 16 July 2019
Cash Dividend Declared - -
Bonus Shares 349,529,344 395,254,912
Total 349,529,344 395,254,912

5.15 Unpaid Dividends
Dividend Payable of the Previous Years Up to the end of FY 2076-77 is Rs. 37,534,089.

5.16 Non-performing assets

The Banks’ non-performing assets ratio stood at 0.92% as at balance sheet date. The total non-
performing assets as at balance sheet date is NPR 282,005 thousand.

NPR ‘000
Changes

Particulars This Year Previous Year Amount %
1 Performing Loan and 30,423,787 25,644,946 4,778,841 19%
Advances

1.1 Pass Loan 28,546,357 24,930,524 3,615,833 15%

1.2 Watch List 1,877,429 714,422 1,163,007 163%

2 Non-Performing Loan 282,005 140,329 141,676 101%
and Advances

2.1 Restructured /
Rescheduled 9,621 ) 9,621

2.2 Sub-standard 14,750 32,652 (17,902) -55%

2.3 Doubtful 174,222 61,960 112,262 181%

2.4 Loss 83,412 45,718 37,695 82%
S el Lol e 30,705,792 25,785,275 4,920,517 19%
Advances (1+2)
NPL ratios:

Gross NPL to Gross Loans & Advances 0.92%
Net NPL to Net Loans & Advances 0.42%
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5.17 Details of Loan Classification and Loan Loss Provision:

Amount in ‘000
Loans & Advances
Domestic
Particulars SR Total Previous Year
Sector Uninsured
Insured
1 2 3=1+2

1 Performing Loan and Advances 803,826 | 29,619,961 30,423,787 25,644,946
1.1 Pass Loan 641,984 27,904,374 28,546,357 24,930,524
1.2 Watch List 161,842 1,715,587 1,877,429 714,422
f\:‘:;"n':::f”ming Loan and 45,100 236,905 282,005 140,329

2.1 Restructured / Rescheduled - 9,621 9,621 -
2.2 Sub-standard 5,272 9,478 14,750 32,652
2.3 Doubtful 27,484 146,738 174,222 61,960
2.4 Loss 12,345 71,068 83,412 45,718
3 Total Loan and Advances (1+2)" 848,926 | 29,856,865 30,705,792 25,785,275
4 Total Loan Loss Provision 10,479 512,832 523,311 363,033
4.1 Pass 1,605 279,044 280,649 244111
4.2 Watch List 2,023 85,779 87,802 35,407

4.3 Restructured / Rescheduled - 1,203 1,203 -
4.4 Sub-standard 330 2,369 2,699 7,571
4.5 Doubtful 3,435 73,369 76,805 30,226
4.6 Loss 3,086 71,068 74,154 45,718
5 Total Provision Up to Previous Year 2,284 360,749 363,033 249,186
5.1 Pass 1,731 242,380 244,111 152,964
5.2 Watch List 105 35,302 35,407 31,281

5.3 Restructured / Rescheduled - - - -

5.4 Sub-standard 197 7,374 7,571 5,339
5.5 Doubtful 251 29,975 30,226 9,082
5.6 Loss - 45,718 45,718 24,293
gﬁ::::ma' Provision for this 8,195 152,083 160,278 113,848
7 Total Loan Loss Provision (5+6) 10,479 512,832 523,311 363,033
Net Loan (3-4) 838,447 | 29,344,033 30,182,481 25,422,242

*Total loans extended to the customers except staff loans and interest accruals.
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5.18 Concentration of Deposits, Loans & Advances and Contingents

NPR in Mn
Loans & Advances Deposits Contingent
Particulars and Bills Purchased P Liabilities
cYy PY cYy PY cYy PY
Total Amount Outstanding 30,705 25,785 37,483 29,238 244 218
Highest E f a Singl
Ighest Exposure ot a single 265 260| 1,690 657 40 22
Unit
Concentration of exposure (%) 0.86% 1.01% 4.51% 2.25%| 16.39%| 10.09%

* CY= Current Year, PY = Previous Year

For the calculation of concentration, loans and advances is total loans extended to the customers
except staff loans and interest accruals on loans and the deposits is total deposits from the customers
excluding interest payables.

Single Obligor Limit and Sector-wise Limit (Directive No. 3) for both funded and non-funded are
within the limit as prescribed by NRB directives.

5.19 Loan Written Off

During the FY 2076/77 bank has not written off loan and receivable relating to borrower.

5.20 Reserves

5.20.1General Reserve

The movement in general reserve during the year is as follows;

NPR '000
Opening Balance 378,093
Transfer as per BAFIA 97,691
Closing Balance 475,784

General Reserve maintained pertains to the regulatory requirement of the Bank and Financial
Institutions Act, 2073. There is a regulatory requirement to set aside 20% of the net profit to the
general reserve until the reserve is twice the paid-up capital and thereafter minimum 10% of the net
profit.

20% of the current year's net profit amounting to NPR 97,691 thousand (Previous Year NPR 106,268
thousand) has been transferred to General Reserve.

5.20.2 Exchange Fluctuation Reserve

As per Section 45 of the Banks and Financial Institutions Act 2073, Bank is required to transfer 25% of
revaluation gain to Exchange Fluctuation Reserve through Profit and Loss Appropriation Account. For
the year NPR 2793 thousand (Previous year NPR 1,967 thousand) has been transferred to Exchange
Fluctuation Reserve. The closing balance of Exchange Fluctuation Reserve is NPR 4,790 thousand.

The movement in Exchange Fluctuation reserve during the year is as follows:
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NPR ‘000
Opening Balance 1,997
Transfer of 25% of revaluation gain 2,793
Closing Balance 4,790

5.20.3 Investment Adjustment Reserve
Investment adjustment reserve has been created for unquoted equity instrument where 3 years has
elapsed since the investment. Such investments are tabulated below:

NPR ‘000

S.N. Name of Company Amount
1 Prabhu Capital Ltd. 300

5.20.4 Capital Adjustment Reserve

This reserve contains an amount of NPR 15,610,967 which is carried forward from the annual
financials of FY 2072/73 onwards as per the then NRB circular no. 012/2072/073 stating that in case
of loans sanctioned to hydropower sector whereby despite the completion of their project, due to
unforeseen circumstances their inability to start the repayment period even after the completion of
1 year moratorium period, the bank can at most extend additional 1 year as moratorium period and
its interest can be recognized as income by capitalization in loans, but distribution is not done till
the settlement of the capitalized interest part and the said amount is therefore transferred to Capital
Adjustment Reserve from P/L Appropriation account.

5.20.5 Hamro Bikash Prabardhan Kosh

The amount of NPR 6,443,140 is the CSR Fund allocated by the Bank till FY 2075/76 as per the NRB
Circular on Corporate Social Responsibility (i.e. 0.50% of net profit of every year till FY 2075/76 over
and above the 1% of net profit to be allocated in case of EPS being more than 15%).

5.20.6 Regulatory Reserve

Regulatory reserves include any amount derived as result of NFRS conversion and adoption with
effect in retained earnings. As required by NRB Directive 4, the Bank has created Regulatory Reserve
and movement of reserve during the year is as follows:

NPR '000
Particulars

Opening Balance 157,965
Adjustment for Regulatory reserves FY 2076-77

Accrued interest recognized as income (Till Ashad 2077) 61,379
Investment Property (4,547)

Deferred tax assets 315

Actuarial loss (286)

Fair value reserve (8,345)

Additional Investment Provision Reversal (Previous Year) (1,305)
Additional for Regulatory reserves FY 2076-77 47,211
Closing Balance of Regulatory reserves 205,177
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Interest Income has been considered on the interest collected from Shrawan 2077 to Ashwin end
2077 amounting NPR 330,527 thousand thus, no transfer of that amount has been made to regulatory
reserve as per circular no. 27/075/76 issued by NRB.

5.20.7 Corporate Social Responsibility

As per the NRB Circular on the Corporate Social Responsibility, the Bank has allocated 1% of the net
profit of current fiscal year for CSR activities. The amount allocated for corporate social responsibility
reserve is Rs. 4,885 thousand for current year. Similarly, the total eligible expense Rs. 10,943 thousand
has been utilized towards corporate social responsibility:

NPR '000
Opening Balance 10,943
Transfer to Reserve (FY 2076-77) 4,885
Expensed during the year (3,777)
Transfer to COVID-19 Relief Fund (7,166)
Total CSR expenses (FY 2076-77) (10,943)
Closing balance 4,885

The bank has contributed NPR 71.66 lacs to Nepal Government level COVID-19 Relief Fund during the
fiscal year 2076-77.

5.21 Accrued interest on loan:

Previously the bank recognized interest income on cash basis as per requirement of NRB directives.
However, under NFRS, interest income is recognized on accrual basis. Accordingly, the Interest
Suspense is recognized as income.

The details of which is presented below:

In NPR

Particulars FY 2076-77 FY 2075-76
Accrual Interest Income (Loan) recognized as income (Not Real- 96,447,382 16,008,205
ized)
5.22 Average Spread Rate of Deposits and Loans:

Particulars FY 2076-77 FY 2075-76
Average Interest Rate of Loans & Advances (Including Invest- 12.10% 13.49%
ment in Government Bonds)

Average Interest Rate on Deposits 7.60% 8.55%
Average Spread Rate 4.50% 4.94%

dai afcd Ufidgel Q006/006 : 939




N e Rior i .

%ﬁ\\\Q JYOTI BIKASH BANK LTD.

il

e g e v AR g i e

5.23 Change in the Deposit Liabilities:

In ‘000
Particulars FY 2076-77 FY 2075-76 Difference Change (%)
Non-Interest-bearing De-
posits 1,893,609 1,487,273 406,336 27%
Current 1,834,758 1,441,725 393,033 27%
Margin 58,851 45,548 13,303 29%
Interest bearing Deposits 35,589,870 27,751,660 7,838,210 28%
Saving 9,235,635 8,116,270 1,119,365 13%
Fixed Deposit 21,698,204 12,665,992 9,032,212 71%
Call Deposit 4,656,031 6,969,398 (2,313,367) -33%
Total Deposits 37,483,479 29,238,933 8,244,546 28%
5.24 ChangesinLoans & Advances:
In ‘000
Particulars Amount
Loans & Advances at the end of PY 2075-76 25,785,275
Current Year Loans & Advances 4,920,517
Current Year Written Off Loans -
*Loans & Advances at the end of PY 2076-77 30,705,792
*Total loans extended to the customers except staff loans and interest accruals.
Reconciliation of Loans & Advances as per GAAP & NFRS:
Particulars Amount (Rs. ‘000)
Total Loan As per GAAP 30,705,792
Staff Loan 233,192
AIR Loan (Total) 494,189
Impairment Charge (523,311)
Loan As per NFRS 30,909,862
5.25 Shareholders holding 0.5% or more shares:
In NPR
S.N. Name No. of Shares | Paid Up Value % Of .
Held NPR Shareholding |
1 | Nawa Raj Nepal 614,643 61,464,274 1.76%
> |HariPrasad 464,696 46,469,644 1.33%
3 |Ganga Lal Shrestha 434,987 43,498,657 1.24%
4 |BirendraJung Pandey 371,419 37,141,876 1.06%
5 |Dhruba Kumar Upreti 287,757 28,775,672 0.82%
6 |Shova Mishra 271,450 27,144,986 0.78%

q32 : J3f aIfes Ufideel Q00&/000




%ﬁ\\\Q JYOTI BIKASH BANK LTD.

il

S3ifd f[ddRT A for.

AT g ATz e R g i g

Leave

S.N. Name No. of Shares | Paid Up Value % Of .
Held NPR Shareholding |
7 | Kalyan Gurung 266,977 26,697,694 0.76%
g |Shanti Silwal 248,050 24,805,000 0.71%
o |Baikuntha Poudel 239,968 23,996,842 0.69%
10 |Rekha Khatiwada Nepal 207,356 20,735,616 0.59%
11 |Numanath Poudel 192,363 19,236,278 0.55%
12 | Santosh Kumar Pyakurel 189,917 18,991,708 0.54%
13 |Devendra Wagle 186,286 18,628,588 0.53%
14 |Lok Raj Poudel 176,863 17,686,303 0.51%
15 [Jiban Kumari Aryal Poudel 176,632 17,663,190 0.51%
Total 4,329,363 432,936,325 12.39%
5.26 Disclosure of Actuarial Valuation for Leave and Gratuity
In NPR
Particulars 2076-77 2075-76
Defined Benefit Obligation, Beginning of Period 32,392,877 21,309,787
Current Service Cost 9,533,725 5,729,613
Interest cost 2,759,584 1,800,998
Total Expense/(Income) Recognized in P&L 12,293,309 7,530,611
Actuarial (Gain)/ Loss- (T/f through OCI) (408,153) 5,948,566
Benefit paid (2,508,877) (2,396,087)
Liability at the end of the year 41,769,156 32,392,877

Particulars 2076-77 2075-76
Defined Benefit Obligation, Beginning of Period 17,506,926 11,936,982
Current Service Cost 5,573,290 3,877,182
Interest cost 1,314,887 930,739
Actuarial (Gain)/ Loss 13,943,107 3,952,898
Total Expense/(Income) Recognized in P&L 20,831,284 8,760,819
Benefit paid (5,794,149) (3,190,875)
Liability at the end of the year 32,544,061 17,506,926

5.27 Disclosure related to Training Expenses

As per NRB Directive 6(6), Bank should spend 3% of total personnel expense (Salary and allowances)
of previous year on training and personal development of employees. It is not mandatory for FY
2076-77. The Bank has spent Rs. 10,938,129 during this fiscal year which is in excess of 3% i.e. Rs.
7,040,266 of the total employee costs of PY 2075-76. Hence, no additional fund has been appropriated

in current year.
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5.28 Legal Cases

Bank has pending legal cases in different level of courts and offices as follows:

S.No. |Court Name Cases pending as of Ashad End 2077

1 Supreme Court 13

2 High Court Patan 0

3 District Court (Inside Valley) 2

4 District Court (Outside Valley) 2

5 By Government of Nepal 0

6 Debt Recovery Tribunal 4(Stage of Decision Implementation)
Total 21

5.29 Changes in Statement of Cash Flow Statement

The changes have been made in statement of cash flow for better presentation and as per change in
format specified by NRB. However, the closing cash and cash equivalent remain the same.

5.30 Principal Indicators

S.N Particulars Indicator | FY72-73 | FY73-74 | FY74-75 | FY75-76 | FY76-77
1 |Percent of Net Profit/ Gross Income % 21.22% 20.46% 16.23%| 14.52%| 11.04%
5 E:;ri\tlgl?s Per Share (based on closing Rs. 16.45 10.73 13.34 17.14 13.97
3 z/lna(;;(Et Value per Share (as on Ashad R, 169.00 207.00 141.00 163.00 166.00
4 | Price Earnings Ratio Times 10.27 19.29 10.57 9.51 11.88

— - - S

5 CDaI\F/)Ii(:;nd (including bonus) on share % 11.70% 10.00% 8.40% 12.75% 10.00%

6 | Cash Dividend on Share Capital % 0.00% 0.00% 8.40% 0.00% 0.00%

7 |Interest Income/Loans & Advances % 11.19% 11.29% 11.07%| 11.83%| 12.57%
Staff Expenses (excluding staff 0 0 0 o o

8 bonus)/Total Operating Expenses & 41.41% 45.30% 46.38%|  45.88% 46.82%

i 0

9 Ln;rerroevsvtinligxspenses/Total Deposit and % 4.44% 4.93% 5.80% 6.81% 7.13%

10 | Exchange Gain/Total Income % 0.01% 0.00% 0.48% 0.42% 0.76%

)

1 Eif;ngztsat(:i‘zzgifgggz/usma' Staff %| 3423%| 3131%| 2157%| 22610%| 701%

T 0

12 (NEitdu(;rno;Xﬁsans & Advances % 2.53% 2.50% 133%|  2.05% 64%
13 |Net Profit/Total Assets % 1.70% 1.73% 1.48% 1.46% 1.15%
14 | Total Credit (Excluding AIR) /Deposit % 78.28% 86.90% 82.66% | 88.84%| 79:33%
15 | Total Operating Expenses/Total Assets % 1.73% 1.76% 1.81% 1.98% 2.08%
16 Adequacy of Capital Fund on Risk %

Weightage Assets °

a. Core Capital % 15.84% 29.34% 18.06%| 15.17%| 13.96%

b. Supplementary Capital % 0.92% 1.26% 1.19% 1.10% 1.12%

c. Total Capital Fund % 16.76% 30.60% 19.25%| 16.27%| 15.08%
17 | Liquidity (CRR) % 5.36% 5.35% 5.16% 4.32% 3.74%
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S.N Particulars Indicator | FY72-73 | FY73-74 | FY74-75 | FY75-76 | FY76-77

18 g‘;ggf&fsg::;%isicgﬁ?it/ Total Credit % 1.39% 0.96% 040%| 054%| 092
19  |Base Rate (For the month of Asar) % 8.14% 12.40% 12.68%| 11.46%| 10.58%
20 \Sl\:)e-rié:]afz;ced Average interest Rate % 5.03% 5.08% 5.15% 4.94% 4.50%
21 |Book Net worth Rs/000| 1,151,194| 2,521,731 3,150,591| 4,006,921 | 4504,008
22 |Total Shares No.| 9,234,763 (22,086,342 | 25,936,090 31,000,385 | 34952934
23 | Net Worth per Shares Rs. 124.66 114.18 121.48| 129.25 128.86
24 | Total Staffs No. 208 282 529 773 810
25 | Branches No. 24 32 60 98 105
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Jyoti Bikash Bank Limited

Comparison Unaudited and Audited Financial Statements as of FY 2076/77
Amount in Rs.

Statement of Financial As per unaudited | As per Audited Variance
Position Financial Financial Reasons for Variance
Assets Statement Statement In amount In %
Cash and cash equivalent 6,056,901,699 6,055,698,599 (1,203,100) -0.02%
Due from Nepal Rastra Bank 1,883,982,358 1,883,982,358 - 0.00%
FinancilInstitutions : : || 000%
Derivative financial instruments - - - 0.00%
Other trading assets - - - 0.00%
Loan and advances to B/Fls 1,182,860,004 1,190,831,404 7,971,399.96 0.67%
t‘:z‘t”;nfgg advances to 29,574,119,231| 29,719,030,374| 144,911,143 0.49%
Investment securities 2,835,314,990 2,858,027,113 22,712,123 0.80%
Current tax assets 77,104,460 33,835,334 (43,269,126) -56.12% | Increase in Profit.
Investment in susidiaries - - - 0.00%
Investment in associates - - - 0.00%
Investment property 10,598,868 10,598,868 - 0.00%
Property and equipment 401,419,319 402,311,858 892,539 0.22%
Goodwill and Intangible assets 18,273,849 15,712,350 (2,561,499) -14.02%
Deferred tax assets 32,735,013 36,626,457 3,891,444 11.89%
Reclassification of Derivative
Other assets 182,257,369 154,446,906 (27,810,463)| -15.26% g?r?:rc;ilsierlsstruments from
Total Assets 42,255,567,160 | 42,361,101,622 105,534,462 0.25%
:?]‘;fl tt;f::k and Financial 1,076,274,122|  1,169,848,104 93,573,981 8.69% | sty
Due to Nepal Rastra Bank - - - 0.00%
Derivative financial instruments - - - 0.00%
Reclassification of BFls Deposit
Deposits from customers 36,407,204,508| 36,313,630,527 (93,573,981) -0.26% Itsslzgjéﬁfank and Financial
Borrowing - - - 0.00%
Current Tax Liabilities - - - 0.00%
Provisions - - - 0.00%
Deferred tax liabilities - - - 0.00%
Other liabilities 356,356,846 373,614,752 17,257,906 4.84%
Debt securities issued - - - 0.00%
Subordinated Liabilities - - - 0.00%
Total liabilities 37,839,835,476 37,857,093,382 17,257,906 0.05%
Equity 0.00%
Share Capital 3,495,293,438 3,495,293,438 - 0.00%
Share premium - - - 0.00%
Retained earnings 149,513,544 353375,539| 203,861,996 |  136.35% | e coieion carmie
Reserves 770,924,703 655,339,263 | (115,585,440) -14.99%
Total equity attributable to 4,415731,684|  4,504,008,240 88,276,556 2.00%
equity holders
Non-controlling interest
Total equity 4,415,731,684 4,504,008,240 88,276,556
Total liabilities and equity 42,255,567,160 | 42,361,101,622 105,534,462
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Statement of Financial

As per unaudited

As per Audited

.. Variance
Position Financial Financial Reasons for Variance
Assets Statement Statement In amount In %
Statement of Profit and Loss
Due to change in interest
. recognized on accrual basis
Interest income 4,070,199,206 4,073,148,759 2,949,553 0.07% | 1nd Bank's call account
income.
Interest expense 2,674,198,994 2,674,198,994 - 0.00%
Net interest income 1,396,000,212| 1,398,949,765 2,949,553 0.21%
Fee and commission income 286,377,167 270,760,936 (15,616,231) -5.45%
Reclassification of some
Fee and commission expense 3,708,503 3,948,328 239,825 6.47% | expenses to Fee and
commission expense.
I G 282,668,664| 266,812,608| (15,856,056)| -5.61%
income
Net interest, fee and 1,678,668,876|  1,665762,373 0
commission income
Net trading income 22,529,149 22,529,149 - 0.00%
Other operating income 44,602,827 57,505,036 12,902,210 28.93%
Total operaing income 1,745,800,852 | 1,745,796,558 (4,294) -0.00%
Impairment charge/(reversal) 299,299,102 160,338,717| (138,960,385)|  -46.439 | d&-Creasein
for loans and other losses Impairment charge
Net operating income 1,446,501,749| 1,585,457,841 138,956,091 9.61%
Operating expense 860,631,164 0.00%
Personnel expenses 470,600,129 483,466,947 12,866,818 2.73%
Other operating expenses 309,230,919 318,418,243 9,187,324 2.97%
Reclassification of some
Depreciation & Amortization 80,800,117 80,651,067 (149,050) -0.18% | expenses to other Operating
Expenses.
Operating profit 585,870,585 702,921,584 117,050,999 19.98%
Non operating income - - - 0.00%
Non operating expense 1,855,682 5,940 (1,849,742) -99.68%
Profit before income tax 584,014,903 702,915,644 118,900,741 20.36%
Income tax expense 175,204,471 214,459,434 39,254,963 22.41%
Current Tax 175,204,471 218,473,597 43,269,126 24.70%
Deferred Tax - (4,014,162) (4,014,162) 0.00%
Profit /(loss) for the period 408,810,432 488,456,209 79,645,777 19.48%
0.00%
Profit/(loss) for the period 408,810,432 488,456,209 79,645,777 19.48%
Other Comprehensive Income 8,344,436 8,630,779 286,343 3.43%
Total comprehensive income 417,154,868 497,086,988 79,932,120 19.16%
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