Garima Bikas Bank Limited
Statement of Financial Position

As on 31st Chaitra 2077

Bank
Particulars Notes 29 Poush 2077 31 Ashad 2077
Assets
Cash and cash equivalent 4.1 5,420,495,302 6,930,070,554
Due from Nepal Rastra Bank 4.2 1,835,309,344 1,798,069,116
Placement with Bank and Financial Institutions 4.3 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and Advances to B/FlIs 4.6 2,339,955,783 282,149,603
Loans and advances to customers 4.7 50,297,082,368 34,861,896,434
Investment securities 4.8 7,117,220,043 5,749,373,568
Current Tax Assets 4.9 - 26,306,044
Investment in subsidiaries 4.10 - -
Investment in Associates 4.11 3,525,489 3,525,489
Investment property 4.12 32,114,800 32,114,800
Property and equipment 4.13 436,329,105 391,237,359
Goodwill and Intangible Assets 4.14 6,175,680 7,340,899
Deferred tax assets 4.15 13,576,560 13,576,560
Other assets 4.16 135,917,653 197,987,446
Total Assets 67,637,702,127 50,293,647,873
Liabilities
Due to Bank and Financial Institutions 4.17 2,114,777,920 2,755,650,877
Due to Nepal Rastra Bank 4.18 550,000,794 134,573,512
Derivative Financial instruments 4.19 - -
Deposit from customers 4.20 59,205,438,122 42,433,022,223
Borrowings 4.21 - -
Current Tax Liabilities 4.9 45,292,328 -
Provisions 4,22 - -
Deferred tax liabilities 4.15 - -
Other liabilities 4.23 615,536,622 623,798,936
Debt securities issued 4.24 - -
Subordinated Liabilities 4.25 - -
Total liabilities 62,531,045,786 45,947,045,548
Equity
Share Capital 4.26 3,675,912,501 3,238,689,428
Share Premium 97,068 97,068
Retained Earning 500,369,291 470,305,365
Reserves 4.27 930,277,482 637,510,464
Total equity attributable to equity holders
5,106,656,341 4,346,602,325
Non-controlling interests - -
Total equity 5,106,656,341 4,346,602,325
Total liabilities and equity 67,637,702,127 50,293,647,873
Contingent liabilities and commitment 4.28 2,149,774,150 1,767,053,461
Net assets value per share 138.92 134.21




Garima Bikas Bank Limited
Statement of Profit or Loss
For the year ended 31 Chaitra 2077

Bank
Notes 2077-78 2076-77
NPR NPR

Interest Income 4.29 3,881,192,862 4,734,067,337
Interest Expense 4.30 (2,526,495,808) (3,111,740,402)
Net interest income 1,354,697,054 1,622,326,935
Fees and Commission Income 4.31 320,041,416 294,052,204
Fees and Commission Expense 4.32 11,969,930 9,701,714
Net fee and Commission income 308,071,486 284,350,490
Net interest fee and commission income 1,662,768,540 1,906,677,425
Net Trading Income 4.33 39,180 (788,956)
Other Operating Income 4.34 269,806,474 11,023,728
Total operating income 1,932,614,194 1,916,912,197
Impairment charge/(reversal) for loans and other losses 4.35 199,048,925 235,642,197
Net Operating income 1,733,565,268 1,681,270,000
Operating expenses
Personal Expense 4.36 447,226,255 491,033,138
Other Operating Expenses 4.37 252,575,483 296,556,516
Depreciation and amortisation 4.38 64,842,510 80,929,368
Operating Profit 968,921,020 812,750,978
Non operating income 4.39 45,000 8,232,287
Non operating expense 4.40 - -
Profit before share of results of Associates & Joint Ventures 968,966,020 820,983,264
Share of Results of Associates & Joint Venture - 732,727
Profit before income tax 968,966,020 821,715,992
Income tax expense 4.41 290,689,806 244,460,223

Current tax Expenses 290,689,806 237,181,876

Deferred tax Expense/(Income) - 7,278,347
Profit for the period 678,276,214 577,255,769
Profit attributable to:
Equity holders of the bank 678,276,214 577,255,769
Non-controlling interest - -
Profit for the period 678,276,214 577,255,769
Earnings per share:
Basic earnings per share 24.60 17.82

Diluted earnings per Share

17.82 |




Garima Bikas Bank Limited
Statement of Other Comprehensive Income
For the year ended 31 Chaitra 2077

Bank
Notes 2077-78 2076-77
NPR NPR
Profit for the period 678,276,214 577,255,769
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss
e Gains/(losses) from investment in equity instruments measured at fair value 149,699,347 11,651,772

e Remeasurement of gain/loss on sale of shares
® Gains/(losses) on revaluation
e Acturial gain/(losses) on defined benefit plans

2,169,983

(10,201,004)

o Income tax relating to above items (44,909,804) (1,086,225)
Net other comprehensive income that will not be reclassified to profit or 104,789,543 2,534,525
loss

b) Items that are or may be reclassified to profit or loss

® Gains/(losses) on cash flow hedge

e Exchange gains/(losses)(arising from translating financial assets of foreign

operation)

o Income tax relating to above items

® Reclassify to profit or loss

Net other comprehensive income that are or may be reclassified to profit or - -
loss

c) Share of other comprehensive income of associate accounted as per

equity method

Other comprehensive income for the period, net of Income Tax 104,789,543 2,534,525
Total comprehensive income for the period 783,065,757 579,790,294
Total comprehensive income attributable to: - -
Equity holders of the Bank 783,065,757 579,790,294
Non-controlling interest - -
Total Comprehensive income for the period 783,065,757 579,790,294




Garima Bikas Bank Limited
Statement of Cash Flows
As on 31st Chaitra 2077

Bank

2077-78
NPR

2076-77
NPR

Cash flows from operating activities
Interest Received

Fee and other income received

Dividend Received

Receipts from other operating activities
Interest paid

Commission and fee paid

Cash payments to employee

Other expense paid

3,991,874,600
320,086,416
11,245,656
(2,510,786,997)
(11,969,930)
(431,220,037)
(292,535,217)

4,562,011,311
302,284,491
6,891,459
(3,260,142,220)
(9,701,714)
(515,203,670)
(150,164,332)

Operating cash flows before change in operating assets and liabilities

(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Other Trading assets

Loan and advances to bank and financial institutions
Loan and advances to customer

Other Assets

1,076,694,491

(17,777,893,213)
(37,240,229)

(2,057,806,180)

935,975,325

(6,722,437,660)
(578,398,021)

(54,449,603)

Increase/(Decrease) in operating liabilities
Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposits from customers

Borrowings

(15,744,916,598) (6,714,490,420)
62,069,793 624,900,385
16,546,952,615 11,004,430,627

(640,872,957)
415,427,282
16,772,415,900

(616,032,334)
(365,426,488)
12,670,512,968

Other Liabilities (17,609) (684,623,519)
Net Cash flow from operating activities before tax paid (154,246,107) 5,217,968,292
Income taxes paid (264,001,238) (287,183,360)
Net Cash flow from operating activities (418,247,345) 4,930,784,932
Cash flows from investing activities

Purchase of investment securities (1,218,147,128) (4,346,842,220)
Receipts from sale of investment securities 230,147,695 5,480,502
Purchase of plant and equipment (109,934,255) (112,478,716)
Receipt from sale of property and equipment 5,344,186 (230,504)
Purchase of intangible assets 1,165,219 241,268
Receipt from sale of intangible assets

Purchase of investment properties - -
Receipt from the sale of investment properties

Interest received

Dividend received

Net cash used in investing activities (1,091,4&&84) (4,453,829‘670)

Cash flows from financing activities
Receipt from issue of debt securities
Repayment of debt securities

Receipt from issue of subordinated liabilities
Repayment of subordinated liabilities
Receipt from issue of shares

Dividend paid

Interest paid

Other receipt/payment

437,223,073
(437,223,073)

450,321,431
(450,321,431)

Net cash from financing activities (0) -

Net increase/(decrease) in cash and cash equivalents (1,509,671,629) 476,955,261
Cash and Cash Equivalents at Shrawan 01, 2077 6,930,070,554 6,452,851,995
Effect of exchange rate fluctuations on cash and cash equivalents held 96,377 263,298
Closing Cash and Cash Equivalents 5,420,495,302 6,930,070,554




Garima Bikas Bank Limited
Statement of Changes in Equity
For the Year ended 31st chaitra 2077

Particulars

Attributable to Equity_Holders of the Bank

Bank

Share Capital

Share Premium General Reserve

Exchange
Equalisation
Reserve

Revaluation
Reserve

Fair Value

Regulatory Reserve Reserve

Retained Earning

Other Reserve Total

Non-Controlling
Interest

Total Equity

Adjustment/Restatement
Adjustment/Restated Balance as at Shrawan 01, 2076
Comprehensive Income for the year

Profit for the year

Other Comprehensive Income, Net of Tax

Gains/(losses) from investment in equity instruments

measured at fair value

Remeasurement of gain/loss on sale of shares
Gains/(losses) on revaluation

Acturial gain/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge

Exchange gains/(losses)(arising from translating financial

assets of foreign operation)
Total Comprehensive Income for the year
Transfer to Reserves during the year

Transfer Deferred Tax Reserve to Retained Earnings during the year

Creation of CSR Fund

Creation of Training Fund

Creation of Foreign exchange fluctuation fund
Utilization of CSR Fund

Utilization of Staff Training Fund

Transfer to Deferred Tax Asset Reserve
Transfer to Investment Adjustment Reserve
Transfer from Reserves during the year

Transactions with Owners, directly recognized in Equity

Amount transferred from premium to share capital
Share Issued
Share Based Payments
Share Issued Expenses
Share Issued Expenses-Tax Impact
Dividend to Equity-Holders
Bonus Shares Issued
Cash Dividend Paid
Gain on Disposal of Share Classified into OCI (Net)
Other

2,788,367,997

450,321,431

97,068 463,984,898

- 115,451,154

263,064

66,405,797 (12,353,042) -

- 9,675,228 -

8,156,240
1,518,988

- 9,675,228 -
6,334,603 419,368 -

(1,518,988)

484,366,067

577,255,769

577,255,769
(122,205,124)

(5,772,558)

(263,064)
9,069,600
358,245

(450,321,431)
1,518,988
(23,701,128)

(355,627) 3,790,513,158
577,255,769

(7,140,703) 2,534,525

8,156,240
1,518,988

(7,140,703)

(7,140,703)

(7,140,703) 579,790,294

5,772,558 -

(9,069,600) -
(358,245) -

(23,701,128)

3,303,143,342
3,790,513,158
7,093,656,500
577,255,769
2,534,525

8,156,240
1,518,988

579,790,294

(23,701,128)

Total Contributions by and Distributions

Balance at Asar 31, 2077

3,238,689,428

97,068 579,436,052

263,064

72,740,400 (3,777,435) -

470,305,365

(11,151,618) 4,346,602,325

4,346,602,325

Adjustment/Restatement
Adjustment/Restated Balance as at Shrawan 01, 2077
Comprehensive Income for the year

Profit for the year

Other Comprehensive Income, Net of Tax

Gains/(losses) from investment in equity instruments

measured at fair value

Remeasurement of gain/loss on sale of shares
Gains/(losses) on revaluation

Acturial gain/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge

Exchange gains/(losses)(arising from translating financial

assets of foreign operation)
Total Comprehensive Income for the year
Transfer to Reserves during the year

Transfer Deferred Tax Reserve to Retained Earnings during the year

Creation of CSR Fund

Creation of Training Fund

Utilization of Training Fund

Utilization of CSR Fund

Utilization of Staff Training Fund

Transfer to Deferred Tax Asset Reserve
Transfer to Investment Adjustment Reserve
Transfer from Reserves during the year

Transactions with Owners, directly recognized in Equity

Amount transferred from premium to share capital
Share Issued
Share Based Payments
Share Issued Expenses
Share Issued Expenses-Tax Impact
Dividend to Equity-Holders
Bonus Shares Issued
Cash Dividend Paid
Other

3,238,689,428

437,223,073

97,068 579,436,052

- 135,655,243

263,064

72,740,400 (3,777,435) -

- 104,789,543 .

104,789,543

- 104,789,543 -
45,539,470 -

470,305,365

678,276,214

678,276,214
(181,194,713)
(6,782,762)

(437,223,073)
(23,011,741)

4,346,602,325
678,276,214
- 104,789,543

(11,151,618)

104,789,543

- 783,065,757

6,782,762 -

(23,011,741)

4,346,602,325

678,276,214
104,789,543

104,789,543

783,065,757

(23,011,741)

Total Contributions by and Distributions

[

Balance at Chaitra 31, 2077

3,675,912,501

97,068 715,091,295

263,064

118,279,870 101,012,108 -

500,369,291

(4,368,856) 5,106,656,341

5,106,656,341




Garima Bikas Bank Limited

Statement of Distributable Profit or Loss
As on 31st Chaitra 2077

(As per NRB Regulation)

Bank
Restated

Particulars Current Year | Previous Year
Net profit or (loss) as per statement of profit or loss 678,276,214 577,255,769
Appropriations:
a. General reserve (135,655,243)
b. Foreign exchange fluctuation fund -
c. Capital redemption reserve -
d. Corporate social responsibility fund (6,782,762)
e. Employees' training fund -
f. Other -
Profit or (loss) before regulatory adjustment 535,838,209 577,255,769
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (49,316,905)
b. Short loan loss provision in accounts (-)/reversal (+) -
c. Short provision for possible losses on investment (-)/reversal (+) 3,777,435

d. Short loan loss provision on Non Banking Assets (-)/reversal (+)

e. Deferred tax assets recognised (-)/ reversal (+) -
f. Goodwill recognised (-)/ impairment of Goodwill (+)

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

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

Distributable profit or (loss) 490,298,739 577,255,769
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Significant Accounting Policies

1. Reporting Entity

Garima Bikas Bank Limited (referred to as “the Bank” hereinafter) is a National level
Development bank domiciled in Nepal, registered as a Public Limited Company under
Companies Act 2063 & Banking and Financial Institution Act, 2073. The bank has been
formed after the merger of erstwhile bank Garima Bikas Bank limited, Nilgiri Bikas Bank
Limited & Subhechha Bikas Bank limited after approval from Nepal Rastra Bank.The
registered address of the Bank is located at Lazimpat, Kathmandu Nepal. Garima Bank
Limited is listed on Nepal Stock Exchange and is trading under the code “"GBBL".

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 in Directive
No. 4 of NRB Directives, 2075.The financial statements comprise the Statement of Financial
Position, Statement of Profit or Loss and Statement of Other Comprehensive Income shown
in a single statement, 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) and in the format issued by Nepal Rastra Bank in Directive
No. 4 of NRB Directives, 2075.

These policies have been consistently applied to all the year presented except otherwise
stated.

2.2 Functional & Presentation Currency

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

2.3 Use of Estimates, Assumptions & Judgements

The Bank, under NFRS, is required to apply accounting policies to most appropriately suit
its circumstances and operating environment. Further, the Bank is required to make
judgments in respect of items where the choice of specific policy, accounting estimate or
assumption to be followed could materially affect the financial statements. This may later
be determined that a different choice could have been more appropriate.

The NFRS requires the Bank to make estimates and assumptions that will affect the assets,
liabilities, disclosure of contingent assets and liabilities, and profit or loss as reported in the
financial statements. The Bank applies estimates in preparing and presenting the financial
statements and such estimates and underlying assumptions are reviewed periodically. The
revision to accounting estimates are recognised in the period in which the estimates are
revised and are applied prospectively.



2.4 Going Concern

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

2.5 Changes in Accounting Policies

There are different accounting principles adopted by management and these policies are
consistently applied to all years presented except or changes in accounting policies that
has been disclosed separately. The Bank, under NFRS, is required to apply accounting
policies to most appropriately suit its circumstances and operating environment. Further,
the Bank is required to make judgments in respect of items where the choice of specific
policy, accounting estimate or assumption to be followed could materially affect the
financial statements. This may later be determined that a different choice could have been
more appropriate. The accounting policies have been included in the relevant notes for each
item of the financial statements and the effect and nature of the changes, if any, have been
disclosed.

2.6 Reporting Pronouncements

The Bank has, for the preparation of financial statements, adopted the NFRS pronounced by
ASB as effective on September 13, 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) 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 Accounting
Standard Board (ASB).

2.7 New Standards in Issue but not yet effective

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

2.8 New Standards & Interpretations Not Adapted

In preparing financial statement, Standards and pronouncement issued by Accounting
Standard Board Nepal has been adopted. Management has used its assumptions and
understandings for preparation of financial statements under compliance with NFRS,
however, certain interpretations might vary regarding the recognition, measurement, and
other related provisions where the standards are not specific and not clear.

2.9 Discounting

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

2.10 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

3.1 Basis of Measurement

The financial statements have been prepared on a historical cost basis, except for available
—-for-sale 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 (FVTPL), 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 judgements 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 & Cash Equivalent

The fair value of cash is the carrying amount. Cash and cash equivalent represent the amount
of cash in hand, balances with other bank and financial institutions, money at short notice
and highly liquid financial assets with original maturities of three months or less from the
acquisition date that are subject to an insignificant risk of changes in their value and used
by the Bank in the management of short-term commitment.

3.4 Financial Assets & Financial Liabilities

a. Recognition

Financial assets and liabilities, with the exception of loans and advances to customers
and balances due to customers, are initially recognised on the trade date i.e. the date
that the Bank becomes a party to the contractual provisions of the instrument.
Investments in equity instruments, bonds, debenture, Government securities, NRB bond
or deposit auction, reverse repos, outright purchase are recognized on trade date at
which the Bank commits to purchase/ acquire the financial assets. Regular way purchase
and sale of financial assets are recognized on trade date at which the Bank commits to
purchase or sell the asset.

b. Classification

1) Financial assets

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

The two classes of financial assets are as follows;
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:

e 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.
3
ii. Financial asset measured at fair value



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

* Financial assets at fair value through profit 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.

* 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.

2) Financial Liabilities

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

* Financial Liabilities at Fair Value through Profit or Loss

Financial liabilities 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. Subsequent changes in fair value is recognized
at profit or loss

* Financial Liabilities measured at amortised 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

All financial instruments are initially recognised at fair value plus transaction cost except in
the case of financial assets and financial liabilities recorded at fair value through profit or
loss.

ii. Subsequent measurement

Financial assets and liabilities designated at fair value through profit or loss are subsequently
carried at fair value, with gains and losses arising from changes in fair value taken directly
to the statement of profit or loss. Interest and dividend income or expense is recorded in
revenue according to the terms of the contract, or when the right to payment has been
established.

Available-for-sale financial assets are subsequently carried at fair value, with gains and
losses arising from changes in fair value taken to Other Comprehensive Income. The Bank
makes irrevocable election to route fair value changes through Other Comprehensive
Income. Gain/Loss on equity instruments classified as fair value through other
comprehensive income is charged directly to equity and impact of re-measurement is shown
in OCI. 4



Loans and receivables and held-to-maturity financial assets are subsequently measured at
amortised cost. Within this category loans and advances to the customers have been
recognised at amortised cost using the method that very closely approximates effective
interest rate method. The losses arising from impairment of such investments are recognised
in the income statement within credit loss expense. If the Bank were to sell or reclassify
more than an insignificant amount of held-to-maturity investments before maturity (other
than in certain specific circumstances), the entire category would be tainted and would have
to be reclassified as available-for-sale.

Financial liabilities are subsequently measured at amortised cost, with any difference
between proceeds net of directly attributable transaction costs and the redemption value
recognised in the statement of profit or loss over the period of the borrowings using the
effective interest method.

iii. Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets have
expired or where the Bank has transferred substantially all risks and rewards of ownership.
If substantially all the risks and rewards have been neither retained nor transferred and the
Bank has retained control, the assets continue to be recognised to the extent of the Bank’s
continuing involvement.

Financial liabilities are derecognised when the obligation under the liability is discharged,
cancelled or expires. 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 recognised in profit or
loss.

c. 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 recognises transfers between levels of the fair value hierarchy when
there is a significant change in either its principal market or the level of observability of the
inputs to the valuation techniques as at the end of the reporting period.

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.

d. Impairment of Loans & Advances

Provisioning as per NRB directive is applied.

e. Impairment of Financial Investments- Available for Sale

The Bank also records impairment charges on available-for-sale equity investments wherg
there has been a significant or prolonged decline in the fair value below their cost along with



the historical share price movements, duration and extent up to which the fair value of an
investment is less than its cost.

f. Impairment of Non-financial Assets

The Bank assesses whether there are any indicators of impairment for an asset or a cash
generating unit (CGU) at each Reporting date or more frequently, if events or changes in
circumstances necessitate to do so. This requires the estimation of the ‘Value in use’ of such
individual assets or the CGUs. Estimating ‘Value in use’ requires the Management to make
an estimate of the expected future cash flows from the asset or the CGU and also to select
a suitable discount rate in order to calculate the present value of the relevant cash flows.
This valuation requires the Bank to make estimates about expected future cash flows and
discount rates and hence, they are subject to uncertainty.

3.5 Trading Assets

Trading assets are those assets that the bank acquires principally for the purpose of
selling in the near term or holds as part of a portfolio that is managed together for short-
term profit shall be presented under this account head. The other trading asset includes
non-derivative financial assets. It includes Government bonds, NRB Bonds, Domestic
Corporate bonds, Treasury bills, Equities etc held primarily for the trading purpose.

3.6 Property & Equipment

All property and equipment are stated at cost less accumulated depreciation and impairment
losses. Cost includes expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the asset’s carrying amount or are recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Bank and the cost of the item can be measured reliably. All other
repairs and maintenance are charged to the statement of profit or loss during the financial
period in which they are incurred.

Freehold land is not depreciated although it is subject to impairment testing. Depreciation
on other assets is calculated using the straight- line method to allocate their cost to their
residual values over their estimated useful lives, as follows:

» Computer and Accessories 4 Years

» Furniture and Fixtures 7 Years

» Furniture (Metal) 10 Years

» Machineries 9 Years

» Office Equipment 5 Years

» Other Assets 5 Years

» Vehicles 5 Years

» Lease-hold Properties Leasehold period

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

Assets with costs less than NPR 5,000 are charged off on purchase as revenue expenditure.

3.6 Intangible Assets

Acquired Intangible Assets

Intangible assets are initially measured at fair value, which reflects market expectations of
the probability that the future economic benefits embodied in the asset will flow to the Bank
and are amortised on the basis of their expected useful lives. 6



Computer software

Acquired computer software licences are capitalised on the basis of the costs incurred to
acquire and bring to use the specific software. Costs associated with the development of
software are capitalised where it is probable that it will generate future economic benefits in
excess of its cost. Computer software costs are amortised over the period of 5 years in
Straight Line method (SLM). Costs associated with maintaining software are recognised 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.

3.7 Investment Property

Land or Land and Building other than those classified as property and equipment and non-
current assets held for sale under relevant accounting standard are presented under this
account head.

Further land which is rented and held for capital appreciation motive is classified as
investment property. Non-Banking Assets which are not intended to be sold within a period
of next one year is also classified as Investment Property. Land situated at Narayangarh has
been classified as Investment Property which is valued at NRs. 32,114,800 which is valued
at cost.

3.8 Assets held for sale and discontinued operation

Land or Land and Building other than those classified as property and equipment and
investment property under relevant accounting standard are presented under this account
head. The Non-Banking Assets acquired by the company is classified as assets held for sale
only if there is intention to sale with identification of prospective buyer has been identified.
The bank doesn’t have any Land or building classified under Asset held for sale and
Discontinued operation.

3.9 Investment in Associates

Associates are those entities in which the Bank has significant influence, but not control,
over the financial and operating policies. Investments in associate entities are accounted for
using the equity method (equity-accounted investees) and are recognized initially at cost.
Nepal Clearing House Ltd (NCHL) is the associate of the Bank from 8t Asadh, 2075. The
Bank has less than 1% of total share in NCHL, however, the representation in Board of
Directors indicates significant influence in that company.

3.10 Income Taxes

Current tax

Current tax assets and liabilities for the current and prior years are measured at the amount
expected to be recovered from, or paid to, the taxation authorities of Nepal. The tax rates
and tax laws used to compute the amount are those that are enacted, or substantively
enacted, by the reporting date in Nepal. The liabilities recognised for the purpose of current
Income tax, including fees, penalties are included under this head.

3.11 Deposits, Debt Securities Issued & Subordinate Liabilities

The deposits held by the bank on behalf of its customers are classified as financial liabilities
and measured at amortised cost under effective interest method. The bank does not have
any debt securities issued and subordinated liabilities.



3.12 Provisions

Provisions are recognised in respect of present obligations arising from past events where it
is probable that outflow of resources will be required to settle the obligations and they can be
reliably estimated.

3.13 Revenue Recognition

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

Interest Income

Interest Income include interest income on loan and advance, investment securities except
on those investment securities measure at fair value through profit or loss, cash and cash
equivalent, due from Nepal Rastra Bank, due from BFIs, loan and advances to staff etc.
Interest income on loans and advances is recognized on amortised principal which is nearer
to the effective interest method suggested by NFRS. The adoption of effective interest
method is not possible due to constraints of time, effort and cost in short term compared to
the benefits it provides. Benefit of cave out has been applied to this effect. Interest of loans
and advances which are significantly impaired are not recognized.

Interest income on government bond, treasury bills and bank balances are recognized under
effective interest method.

Fees and commissions

Fees and commissions are generally recognised on an accrual basis when the service has
been provided or significant act performed. Service Fee Income/Expenses are recognized on
accrual basis unless it is impracticable to recognize as allowed through carve-out on NFRS.

Dividend Income
Dividend income is recognised when the Bank’s right to receive the payment is established,
which is generally when the shareholders approve the dividend.

Net Trading Income

Net trading income includes all gains and losses from changes in fair value and the related
interest income or expense and dividends, for financial assets and financial liabilities held for
trading.

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 recognised within net interest income.

3.14 Interest Expense

For all financial instruments measured at amortised cost, interest bearing financial assets
classified as available-for-sale and financial instruments designated at FVTPL, interest
expense is recorded using the EIR unless it is impracticable.

3.15 Employee Benefits
Retirement Benefits

The Bank has schemes of retirement benefits namely Gratuity & Provident Fund. 8



Staff Bonus

Provision for bonus has been made at 10% of net profit.

3.16 Leases

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

v"  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
recognised as an expense in the income statement.

v" 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.

3.17 Foreign Currency Translation

Foreign currency transactions are translated into the NPR using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions and from translation at year end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the profit or loss,
except when recognised in other comprehensive income. Non-monetary assets that are
measured at fair value are translated using exchange rate at the date that fair value was
determined.

3.18 Share Capital & Reserves
Share Capital

Financial instruments issues are classified as equity when there is no contractual obligation
to transfer cash, other financial assets or issue available number of own equity instruments.
Incremental costs directly attributable to the issue of new shares are shown in equity as
deduction net of taxes from the proceeds.

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

The share issue expenses which can be avoided for the issue was charged in the year of
issue directly through equity and disclosed in statement of changes in equity. Tax impact is
also disclosed.

Reserves

The reserves include regulatory and free reserves.

v General Reserve

There is a regulatory requirement to set aside 20% of the net profit to the general reserve
until the reserve is twice the paid of share capital. The reserve is the accumulation of setting

aside profits over the years.

No Dividend (either cash dividend or bonus share) are distributed from the amount in9
General/ Statutory Reserve.



v Assets Revaluation Reserve

Any Reserve created from revaluation of assets (such as Property & Equipment, Intangible
Assets, Investment Property) shall be presented under this heading. Revaluation reserves
often serve as a cushion against unexpected losses but may not be fully available to absorb
unexpected losses due to the subsequent deterioration in market value and tax
consequences of revaluation. The Bank has followed cost model therefore no assets
revaluation reserve is created.

v Capital Reserve

The capital reserve represents the amount of those reserves which are in nature of capital
and which shall not be available for distribution of cash dividend. The amount from share
forfeiture due to non-payment of remaining amount for the unpaid shares, capital grants
received in cash or kind, capital reserve arising out of merger and acquisition etc are
presented under this heading.

v Special Reserve

Any special reserve that is created as per the specific requirement of NRB directive or special
instruction of NRB are represented as special reserve. The amount allocated to this reserve
by debiting retained earning account are presented under this heading.

v Corporate Social Responsibility Fund
The fund created for the purpose of corporate social responsibility by allocating 1% of Net
profit as per NRB Directive is presented under this account head.

v Investment Adjustment Reserve

It is a regulatory reserve created as a cushion for adverse price movements in Bank's
investments as directed by the Directives of Nepal Rastra Bank. Banks are required to create
Investment Adjustment Reserve equal to 2% of Value of investment.

v"  Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as
per the Directive of NRB for the purpose of implementation of NFRS and which shall not be
regarded as free for distribution of dividend (cash as well as bonus shares) shall be
presented under this account head. The amount allocated to this reserve shall include
interest income recognized but not received in cash, difference of loan loss provision as per
NRB directive and impairment on loan and advance as per NFRS (in case lower impairment
is recognized under NFRS), amount equals to deferred tax assets, actual loss recognized in
other comprehensive income, amount of goodwill recognized under NFRS etc.

v Actuarial Gain/(Loss) Reserve

Actuarial Gain/ loss Reserve has been created to record the Actuarial gain or loss occurring
due to change in actuarial assumption under NAS 19. The gain or loss has been disclosed
under this reserve after presentation through Other Comprehensive Income

v Fair Value Reserve

Assets that are not classified as Fair Value through Profit and Loss, Held to maturity and
Loans and Receivables are categorised as Available for Sale financial instruments. The Bank
has under regulatory provisions a requirement to appropriate the upward movements in
fair value under AFS reserve. The accounting of gain or loss in the fair value movement of
AFS Financial Assets is done though other comprehensive income under NAS 39.

v' Other reserve 10



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

3.19 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.

3.20 Segmental Reporting

The Bank’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating
segments are reported in a manner consistent with the internal reporting provided to the
bank’s management, which is responsible for allocating resources and assessing performance
of the operating segments. All transactions between business segments are conducted on an
arm’s length basis, with intra-segment revenue and costs being eliminated in Head Office.
Income and expenses directly associated with each segment are included in determining
business segment performance. The Bank has determined segments based on the
geographical area by the management for decision making purpose.

11



Particulars Provincel Province 2 Province 3 Province 4 Province 5 Province 6 Province 7 Total

Revenue from External

Customers 384,343,368.45 54,927,249.96 2,150,119,330.91 1,900,878,910.29 1,030,226,337.12 27,357,582.39 70,302,386.56 5,618,155,165.68
Intersegment Revenues (104,569,293) (7,306,233) (144,893,506) 337,379,669 (51,272,508) (7,846,502) (21,491,628) 0.00
Net Revenue 279,774,076 47,621,017 2,295,012,837 1,563,499,241 978,953,830 19,511,081 48,810,759 5,233,182,840.04
Interest Revenue 347,004,564 42,630,066 1,328,272,966 1,369,967,639 863,554,274 24,236,227 61,382,082 4,037,047,818.14
Interest Expenses 93,237,510 19,947,518 1,050,293,197 949,159,684 392,387,598 5,514,736 14,651,848 2,525,192,090.83
Net Interest Revenue 253,767,054 22,682,548 277,979,769 420,807,955 471,166,676 18,721,491 46,730,234 1,511,855,727.31
Depreciation and Amortization 7,142,737 2,195,016 27,804,927 13,556,000 10,861,976 613,160 2,668,694 64,842,509.88
Segment Profit/ (Loss) 93,654,889 1,365,477 68,856,774 648,396,229 352,373,895 8,012,184 8,330,963 1,180,990,412.44
Segment Assets 32,075,783 3,367,567 108,145,390 27,724,137 19,327,997 1,660,934 6,747,116 199,048,925.36
Segment Liabilities 5,389,341,594 1,379,140,426 37,630,763,567 25,696,554,516 13,353,206,640 405,737,300 1,065,885,354 84,920,629,396.93

3.10 Interim Financial Reporting

Interim reports corresponding to the financial statements had been reported in accordance with the regulatory reporting requirements. Those
statements have been published quarterly in national level newspaper. The bank has utilized the benefits provided by Carve-out on NFRS for
reinstatement of earlier year figures.



