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SAMEEP BHAWAM
s z' ! 1 é :- & Baneshwer - 10, Kathmandu
" G. P. 0. Box : 13867

Chartered Accountants Email . skarkincoGwiinh.com.np

Phone Mo,  : 4460357

Independent Auwditor's Repart
To the Shareholder's of Prabhe Bank Limited
Tntroduciion

We have audited the accompanying financial staements of Frabhu Bank Limdted, which comprise the balance

sheet as o 31 Ashad 3073 (Comesponding 1o 13 July, 2006}, profit and ks account, stdement of changes in

equity. cash flow italement Far the year then ended, and a summary of significant accounting policies sad other
cuplanatary nodes
Monagemens’s Rexponzibility for the Financlal Starememiy

Managemwt is responsible for the prepasation and Fair presentaizon of these financial stalements in accondancs

with Mepal Accounting Standards. This responsibily includes designing, implementing and mairinining ntemal

contral relevant to the preporation and fair presentation of financeal statements that sre Free from misberial
misstatemend, whether due 1o frawd or emnar; selecting and applying appropriase accoumting policies; and making
acoanding estimates that are reasonable n the circumstances

Anditor’s Responsihiliny

Chur respomsibility is 0o express an opinion on these fnancial staements based on owr aodit. We comdocied our
mudit m nccordance with Mepal Standards on Auditing, Those Srandards require that we plan and perform the
auclit b obtain ressonable asurance abaut whether the financial statemenis are free of material misstatemendt. An
auclit incledes examining on fest basks, evidence supporting the amoants and disclosures &= the financial
salerneins. An audit alse includes assessing the appropriateness of scoounting policies used and significant
gstimates made by monagement, a8 well as evaluating the overall pressniation of the fmacial sdements.

Wi believe that oor sudit évidenee we have obtained (s sufficlent and spproprigle 1o provide o hasis for our

opinian.

As per the requiremsent of the Compamy Act, 2063 and Bank and Financial Instistions Act 2063 we repor

a}  we hove obtained information snd explanations, which, to the best of oar knowledge and belicf, wiene
necessary Tor te parpede ol car audiz;

by it our epinion. the retwms received fnom branches (gl indeperdient aadit of the all the branches has not
been conducted) of the Bank were sdequate for the purpose of the awdi:

ch i our opinion, the balance sheet, profit and loss account, statement of changes in eguity, cash ow
satement, and rees 10 thi accounts deall with by this report have been prepared in the fosmat prescribed by
low, Wepal Rastn Bank ard are in agreement with the books of aceount maimamed by the Bank;

di in our opinion, 50 far @ appeared from our examination of the beoks, the Bank has maintamed sleguaie
capital fands and sdeguale provisions for pessible impaimmen| of nssets in acoerdsnee with the directives of
Mepal R Bank:

g) i our opimes, S0 far g8 appesred from our examimation of the books, the hsiness of the Rank has becn
comlucted satisfactoniby;

f1 1o the best of our information and according w explanations given w0 ws and from our examination of the
books of account of the Pank necessary for the purpose of our andit. wie lsive not come acnss cases whene
Board of Directors or 2ny emplayees of the Bank have acted contrary to the provisions of kaw, of comimited
any misappropriation or caused loss of damage w the Bank and violatsd) amy directives of Mepal Rastra
Bamk, or ncted in @ marmer s jeopordize the mperest and secarity of 1he Bank, ils deposiiors and invesioes,

The lnancsal statements of the Bank for the year ended 3151 Ashadh, 2073 has been prepared in accondance with
the requuremients of Mepal Bastra Bank, As per the nnnouncement made by the Instiue of Chafered
Accpuntants of Mepal [BCAN), Commencial Banks (Class “A”} should comply wilh MFRSs from Fiscal Yesr
2072173 fur e preparsiion and presentation of fmanclal stsements. The linancial statements prepared by the
Bank are not in full complinnce with MFR s

It ot opinion, excep for as memtionsd in above parmgraph, the financial statements preseirt Tairly, moall material
respects, the financial positon of Prabhe Bank Limited as af July 15, 3006 (Ashad 30, 20737, and i financial
perfirmanee and s 5 for the vear then ended m accosdance Company Act 2063, Bank and Financiol
Directives of Mepal Rasim Bank.

Frate: 9 November, 7016
Place: Kathmandu

L ARShynm

Fowr amd oo behall of
S Karks & G

{ Nurrseroed AoeoMHraneg
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Schedule 32: SIGNIFICANT ACCOUNTING POLICIES

1. General Information

Prabhu Bank Ltd. ("the Bank") formerly known as KIST Bank Ltd. is a limited liability company incorporated and
operating in Nepal. The address of its registered office is G.P.O. Box 8975, Babarmahal, Kathmandu, Nepal. The
Bank carries out commercial banking business in Nepal as class “A” financial institution under the Bank and Financial
Institution Act, 2063.The Bank is listed in Nepal Stock Exchange Limited.

The accompanied financial statements have been approved for publication by the Board of Directors of the Bank in its
meeting held on 9th November, 2016 (24th Kartik, 2073).

2. Merger with Prabhu Bikas Bank Ltd., Gaurishankar Development Bank Ltd. and Zenith Finance

The name of the Bank was changed to Prabhu Bank Ltd. subsequent to the merger of the Bank with three financial
institutions namely Prabhu Bikas Bank Ltd. (PBBL), Gaurishankar Development Bank Ltd. (GDBL) and Zenith Finance
Ltd. (ZFL) on 30th Bhadra, 2071. As per the due diligence report from the auditors appointed for this purpose, the swap
ratio of shares was determined as 97.31 (Kist), 107.31 (PBBL & GDBL) and 92.31 ZFL.

The accounts of the merged entities has been formally integrated effective dated 30th Bhadra, 2071. The volume of the
business, capital ratio as well as business network has improved significantly after merger.

3. Acquisition of Nepal Development Bank Ltd. (in Liquidation)

Bank acquired Nepal Development Bank Ltd. (in Liquidation) with effect from 1st Chaitra, 2071, shares of NDB valued
at Rs. 30 per share; and swap ratio of 6:1.

4. Merger with former Grand Bank Nepal Limited (GBNL)

Joint operations after merger with Grand Bank Nepal Limited (GBNL) started on 29th Magh, 2072. As per the due

diligence report from the auditors appointed for this purpose, the swap ratio of shares was determined as 121.45 (PBL)
and 65.58 (GBNL).

The accounts of the merged entities has been formally integrated effective dated 29th Magh, 2072. The volume of the
business as well as business network has improved significantly after merger.

5. Statement of Compliance

The financial statements have been prepared in accordance with Nepal Accounting Standards ("NAS") except otherwise
stated, Generally Accepted Accounting Principles ("GAAP"), Bank & Financia Institutions Act 2063, Directivesissued
by Nepal Rastra Bank (Central Bank) and Company Act 2063.

6. Basis of Preparation
The financial statements are presented in Nepalese Rupees and are prepared on historical cost basis. Preparation of
financial statements in conformity with NAS and GAAP requires the use of certain critical accounting estimates and also
requires management to exercise judgment in process of applying the Bank's accounting policies.

7. Interest Income

Interest income on loans and advances are recognized on cash basis as prescribed by NRB Directives except interest
accrued as of 31 Ashad 2073.This practiceis not in accordance with NAS 7 (Revenue) which prescribes that the revenue
should be recognized on accrua basis.

Interest income on investments and advances to staff (Including loan to staff member under Employee Service Bylaws)
is recognized on accrual basis.

T - ot g



8.

10.

11.

14.

15.

Commission Income

Commission, fees and service charge income is recognized on accrual basis. However, it is the policy of the Bank to
spread commission income over the tenure of contract, in case of Bank Guarantee having longer than one year tenure
with commission amount in excess of Rs 50,000.

Dividend Income

Dividend on equity shares (net of withholding tax) are recognized on cash basis. When bonus shares are received, only
numbers of shares are increased without changing the book carrying amount of shares

Foreign Exchange Transactions
Foreign currency assets and liabilities are translated into NPR at the mid-rate between the prevailing buying and selling
rates of the Bank on the Balance Sheet date.

Gain/ (loss) realized from the difference between buying and selling rates of Foreign Exchange is accounted for on a
daily basis and shown as Trading Gain/ (L0ss).

Gain/(loss) arising due to fluctuation in exchange rates of different foreign currencies is accounted for on a daily basis
and shown as Revaluation Gain/ (Loss). 25% of such revaluation gain is transferred to Exchange Fluctuation Reserve
through Profit and Loss Appropriation Account as per NRB directives.

Interest Expense

Interest on deposit liabilities and borrowings are accounted for on accrual basis.

Loan Loss Provision

All credit exposures are classified as per NRB directives, into performing and non performing assets (NPAs”).Performing
assets are further classified into Pass and Watch-list categories. NPAs are further classified into sub—standard, doubtful
and loss assets at rates prescribed by NRB. Provisionis made for possible lossesto cover therisksinherent in Bank'sloan
portfolio. Possible losses on |oans and advances are provided at the rates ranging from 1% to 100% of the outstanding on
the balance sheet date. Additional 20% provision has been made on account of personal guarantee loans and third party
collateral loans as required by Nepal Rastra Bank’s Directives.

Loan & Advances write off

Loans and advances classified under “Loss” category and deemed irrecoverable are written off in the books as per Loan
Write off By-laws of the Bank duly approved by Nepal Rastra Bank, without prejudice to Bank's right to recovery.
Provisions held for the loss accounts are written back immediately after the loans are written-off.

Loans and Advances including Bills Purchased
Loans and advances and bills purchased include overdrafts, term loans, working capital loans, consumer loans, SMEs
loans and loans given to Deprived Sectors and other |oans extended to customers as per the Bank's policy. These assets

are graded as pass, watch-list, substandard, doubtful and loss assets as per NRB directives. Loans and advances are
presented net of loan loss provisions.

Non Banking Assets

Non-Banking Assets are the assets obtained as security for loans & advances subsequently taken over by the Bank in
the course of loan recovery. Such assets are valued at fair market value (Panchakrit Mulya) or total amount due from the
borrower (including interest outstanding), whichever islower as per NRB directives. While booking the NBA, interest
outstanding shall be paid first, and the remaining amount shall be utilized to repay the principal outstanding.

Provision for possible [osses on non banking assets is made as per the directives of Nepal Rastra Bank.
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16. Investments

Investments are classified into three categories “Held to Maturity”, “Held for Trading” and “Available for Sale”
according to NRB guidelines.

A. Held to Maturity:

Securities acquired by the Bank with the intention to hold till maturity is classified under “Held to Maturity”. In-
vestmentsin Treasury Bills and Government Devel opment Bonds and Investmentsin Inter Bank lending are stated
under this category.

Investments under “Held to Maturity” categories are shown at acquisition cost. Wherever the purchase value is
higher/lower than the face value, the premium/discount is subsequently amortized over the period to maturity.

Held for Trading:

The securities acquired by the Bank with an intention to trade by taking advantage of short-term price/ interest
rate movements are classified under “Held for Trading”. These investments are marked to market and differences
reflected in the profit and loss account. However, the Bank does not have exposure under this category.

Available for Sale:

All other investments neither “Held to Maturity” nor “Held for Trading” are classified under “Available for Sale".
These investments are accounted on marked to market on regular basis and the differences adjusted through
reserves. Investmentsin shares are shown at cost or market value, whichever islower with additional provisionsfor
possible diminution in value as estimated by the management on prudential basis.

Investments in shares have been classified as Available for Sale due to their undefined maturity. The investments
classified under this category not listed in the stock exchange, are carried at cost at the Balance Sheet Accordingly
2% of the portfolio has been created towards value of the Investment Adjustment Reserve from profit and loss
appropriation account and has been included as part of supplementary capital.

All investments are subject to regular review according to the directives of Nepal Rastra Bank.

17. Fixed Assets and Depreciation

a

b.

Fixed assets are stated at cost less accumulated depreciation

Assets with a value of less than NPR 5,000 are charged off to revenue in the year of purchase irrespective of their
useful life.

Depreciation is charged to Profit & Loss Account on a Written-down-Value method over the estimated useful
life of the relevant assets. For calculation of depreciation, assets put to use for more than six monthsin aF/Y are
considered full value, three to six months at two third of the cost and |ess than three months at one third of the cost.
The rates of depreciation is determined based on the estimated useful life are as follows:

Nature of Assets Depreciation Rate (%)
Buildings 5

Vehicles 20

Office Equipment 25
Computers and Accessories 25

Furniture and Fixtures 25
Machinery Items (ATM, Generator ) 15

L eased assets and |leasehold improvement is amortized on a straight-line basis using the rates determined with refer-
ence to the lease period or 10% whichever is higher.
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19.

20.

21.

e. Software applications purchased by the Bank and system devel opment expenses are capitalized at acquisition cost
and amortized over a period of five years from the date of acquisition.

f.  Fixed Assets transferred from merged institutions have been regrouped as per Bank’s Policy.
Staff Loans

Loans and advances granted to staff, as per Bank's Employee Service Bylaws are presented under Other Assets as per
NRB Directives.

Retirement Benefits

The Bank has schemes of retirement benefits, viz Provident Fund and Gratuity. Periodic contributions made to Provident
Fund are statutorily required as part of retirement benefits to its employees. The obligation of Bank is limited to such
fixed contribution. The contributions are charged to Profit & Loss account on a monthly basis.

Gratuity liability is a defined benefit obligation and is determined on accrual basis made at the end of the fiscal year.
Provision for Gratuity is provided for the employees who have rendered minimum period of five years of continuous
service. No provision is made for gratuity liability of employees who have not completed minimum period of service of
5 years since the same cannot be quantified in the absence of actuarial valuation.

Staff Accumulsted Leave

The Bank is recognizing the accrued leave encashment as per the provisions of NAS-14, “Employee Benefits”. Provision
for unused accumul ated |eave is made on accrual basis determined by the management of the Bank, on the basis of leave
balance as on Chaitra end, as per Bank’s policy.

Staff Bonus

Provision for staff bonus is provided at 10% of net profit before tax (after charging the bonus) as per the Bonus Act,
2030.

Stationery Stock
Stationery purchased are stated at cost and charged to revenue at the time of consumption.

Income Taxes

Income tax expense is the aggregate amount of current tax, deferred tax and previous year tax borne by the Bank.
Provision for taxation has been made with reference to profit for the financial year as per the provisions of Income Tax
Act 2058 and amendments therein. Deferred tax adjustments comprise of changes in the deferred tax assets or liabilities
during the financial year.

Deferred Tax is recognized on a prudent basis for the future tax conseguences of timing differences between taxable
income and accounting income. Deferred tax assets and liabilities are measured using tax rates and tax laws prevailing
at the balance sheet date. The impact of changes in deferred tax assets and liabilities is recognized in the profit and loss
account.

Consolidation of accounts of merged entities
The financial statements of Grand Bank Nepal Limited (GBNL) have been prepared and audited separately up-to the
date of merger i.e. 28th Magh, 2072. Assets and Liabilities, as appearing in their audited financial statements have been

consolidated in the books of Prabhu Bank Ltd. as on the date of merger. Profit and Loss Account of the entity has been
prepared separately as of the date and the balance, has been transferred to retained earnings.

Fixed Assets of merged ingtitutions are also accounted for at book value; i.e. net of depreciation.

The shareholders of then GBNL have been issued fully paid up shares of Prabhu Bank Ltd. calculated as per the share
SWAP ratio.
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Schedule 33: NOTESTO ACCOUNTS

The following additional disclosures have been made taking into account the requirements of relevant accounting standards
and the guidelines of Nepal Rastra Bank (NRB):

1. Staff Housing Fund

Asthe terms of service of the staff has a provision for extending housing loans to eligible staff, a separate housing fund
has not been created as per the Labour Act 2049.

2. General Reserve
20% of net profit i.e. NPR 223,472,743 has been transferred to General Reserve as required by NRB Directives.
Following table shows the movement of General Reserve during the F/Y 2072-73:

Particulars Amount (NPR) Remarks
Transferred from Last F/Y 459,489,912
Add: Transfer from merged entities
Grand Bank Nepal Limited 192,219,357
Add: Transfer from current year profit 223,472,743
Closing Balance in General Reserve 875,182,013

3. Exchange Fluctuation Reserve

25% of revaluation gain i.e. NPR 1,419,042 is transferred to Exchange Fluctuation Reserve in the current year.

4. Deferred Tax Reserve
Deferred Tax Reserve of NPR NPR 871,821,895 appearing on the schedule-4.2, Reserves and Surplus has been

calculated as below:
Particulars Amount (NPR) Remarks
Transferred from Last F/Y 35,218,459
Add: Transfer from merged entities
Grand Bank Nepal Limited 776,525,813
Transfer from current year profit 60,077,622
Closing Balance in Deferred Tax Reserve 871,821,895

During the F/Y 2069-70, 2070-71 and 2071-72, no amount was transferred to Deferred Tax Reserve as there was no profit
available for transfer, but the amount of Deferred Tax was credited to Profit & Loss Account itself.

During the F/Y 2072-73, deferred tax assets decreased by NPR 293,883,534 which has been debited to Profit & Loss
Account.

5. Investment Adjustment Reserve

Bank has set aside 2% Investment adjustment reserve of the investment portfolio under Availablefor Sale, and 100% has
been set aside for investments which are not listed within two years of date of investment. NPR 9,905,785 transferred to
Investment Adjustment Reserve.
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Amount in NPR

Details Investment Cost Requirgdg\\;gﬂment

1. Listed Investments- 2% 376,503,249 7,530,065
2. Unlisted Investments -2%

3. Unlisted Investments-100% 133,419,700 133,419,700
4. Exempted Investments 14,783,220 -
5. Mark to Market Adjustment 252,480,904
Total Required Reserve 393,430,669
Reserve Maintained up to Last Year 126,569,264
Increase (Decrease) Investment Adjustment Reserve 266,861,405

Exempted investmentsinclude investmentsin Credit Information center Limited, Nepal Banking Institute Ltd and Nepal
Clearing House Ltd. According to NRB Directives 8, investment adjustment reserve is not required to be maintained for
these entities.

Deferred Tax Asset/ (Liability)
Carrying amount of Assets and Liabilities, the temporary differences arise as on 31 Ashad 2073 as follows:

Amount in NPR

Particulars Book Carrying Tax Base Diff Tax Def. Tax

Amount Amount Asset/(Liability) | Rate | Asset/(Liability)

Provisional Gratuity/Leave 231,442,319 - 231,442,319 | 0.30 69,432,696
Provision for investment - - - | 030 -
Provision for Loan Written Off 525,118,747 - 525,118,747 | 0.30 157,535,624
Provision for Other Assets 23,324,554 - 23,324,554 | 0.30 6,997,366
Unclaimed Accumulated Loss - (104,527,540) 104,527,540 | 0.30 31,358,262
Provision for Non Banking Assets 118,689,863 - 118,689,863 | 0.30 35,606,959
Provision for Possible Loan Loss 4,303,637,255 2,442.828,324 1,860,808,931 | 0.30 558,242,679
Fixed Assets 1,486,144,845 1,528,305,873 42,161,028 | 0.30 12,648,308

Deferred Tax Assets/ (Liabilities) 871,821,895
Opening Deferred tax 1,165,705,429

Deferred Tax income/(Expenses) (293,883,534)
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7. Tax Liability Reconciliation

The relationship between tax expense and accounting profit is explained with reconciling figures as follows:

Profit after Staff Bonus before Tax 1,766,173,860
Less: Staff Bonus (160,561,260)
Accounting Profit 1,605,612,600
Corporate tax rate @30% 30.00%
Corporate tax 481,683,780
Tax effect on permanent difference

Add:

Disallowed Expenses 680,556
Donation 438,521
Prior period tax (merged three financial institutions) 8,938,639
Less:

Dividend income 1,934,675
Other Assets/Liability write off 76,999
Adjustment Due to Tax Finalization 1,480,936
Total Accounting Tax Expenses 488,248,886
Total Accounting Tax Expenses in profit and loss account

Current Tax Expenses 185,426,713
Deferred Tax Expenses 293,883,534
Prior period tax 8,938,639
Total Tax Expenses 488,248,886

8. Income Tax Issues

The bank has filed tax returns with the Inland Revenue Office for the financial years up to 2071/72 (2014/15) under

self-assessment procedures. Inland Revenue office has completed assessment/reassessment of Bank's tax liability up to
Financial Year 2068/69 (2011/12).

The total disputed amount from FY 2063/64 to FY 2068/69 of Rs 88,682,660 has been disclosed as contingent liability
on income tax under schedule 4.17.

On account of total Loss carried forward from merged entities NPR 20,147,307 has been adjusted with the taxable
income of the Bank during F/Y 2072/73 for calculation of Income Tax Provision Account. Remaining loss of NPR
104,527,540 shall be adjusted as per the provisions of Income Tax Act, 2058.

The Bank has recognized interest income of NPR 35,132,933 received up to 15th Shrawan, 2073 on deferred

Fixed Assets transferred from merged entities are re-classified to different asset headings as per the nature and the

Following are the related party and their transactions as defined in Nepal Accounting standard (NAS 16).

9. Recognition of Interest Income on deferred cash basis
cash basis.

10. Reclassification of Fixed Assets
accounting policy of the Bank.

11. Related Parties Disclosures

e Key Management Personnel

Key Management Personnel include members of the Board, Chief Executive Officer and other executives of the Bank.
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Following is a list of Board of Directors and CEO as at 31 Ashad 2073.

Mr. Devi Prakash Bhattachan - Chairman
Mr. Pushpa Bahadur Pradhan - Director
Mr. Ambika Sharma Lamichhane - Director
Mr. Dakshya Poudel - Director
Ms. Kusum Lama - Director
Mr. Rishiram Gautam - Professional Director
Mr. Ashok Sherchan - Chief Executive Officer
Compensation to Board of Directors
Nature of Transactions Amount (NPR)
Meeting Fees Paid * 995,000
* Meeting fee include fee paid to board meeting as well board sub-committee.
Compensation to Key Management Level employees of the Bank
Amount (NPR)
Management L evel employees Number Short-Term Benefits This Year
Chief Executive Officer 1 8,741,832
Other Executive Officer # 7 18,612,656
Total 8 27,354,488

#Assistant General Manager and above

Above head count does not include resigned management personnel and short term benefits as on balance sheet date.

There are no transactions with Directors, Promoters and other key management personnel that have a conflict of interests

with the Bank.

. Paid up Share Capital Enhancement
Paid up share capital of the Bank has moved over the years as follows:

Financial Raised Cumulative Remarks

Year Capital Capital

2058/59 30 Mn. 30 Mn. Initial Paid up Capital

2060/61 20 Mn. 50 Mn. Capital raised by Initial Public Offer (IPO)

2062/63 50 Mn. 100 Mn. Capital raised by Issuance of 1:1 Right share (1st Right Share)
2063/64 100 Mn. 200 Mn. Capital raised by Issuance of 1:1 Right share (2nd Right Share)
2064/65 600 Mn. 800 Mn. Capital raised by Issuance of 1:3 Right share (3rd Right Share)
2065/66 1,200 Mn. 2000 Mn. Capital raised by Issuance of 1:1.5 Right share (4th Right Share)
2071/72 1,208.89 Mn.  3208.89 Mn. Merger with PBBL,GDBL and ZFL (Details following :)
2072/73 2,000 Mn. 5208.89 Mn. Merger with GBNL

2072/73 30.74 Mn. 5239.63 Mn. Acquisition of Nepal Development Bank Ltd. (in liquidation)
2072/73 641.78 Mn. 5,881.41Mn. Capital raised by Issuance of 5:1 Right Share
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SN Particulars Amount (NPR) Remarks
1| Prabhu Bikas Bank Ltd. 765,964,000 | Additional shares issued to the shareholders
2 Gaurishankar Development Bank Ltd. 211,921,300 | to adjust the difference arising from Swap
3 | Zenith Finance Ltd. 230,999,924 | Ratio

13. Unpaid Dividend

The Bank’s dividend payable as at balance sheet date stands NPR 31,104,141, the details of which asfollows:

Particulars KIST PBBL GDBL ZFL GBNL Total
F/Y 2059/60 277,100 277,100
F/Y 2060/61 301,200 301,200
F/Y 2061/62 15,500 380,640 396,140
F/Y 2062/63 8,500 8,500
F/Y 2063/64 43,035 43,035
F/Y 2064/65 464,028 541,150 1,548,978
F/Y 2065/66 1,699,097 543,800 272,329 1,971,425

F/Y 2066/67 2,562,478 220,163 2,782,641
F/Y 2067/68 1,400,665 | 832,047 2,232,712
F/Y 2068/69 1,310,310 9,110,907 | 10,421,217
F/Y 2069/70 11,121,193 11,121,193
Total 4,792,637 1,084,950 1,893,156 2,142,357 | 21,191,041 | 31,104,141

The Bank has published notice to the sharcholders for unclaimed dividends more than five years period according to
NRB Directives 16.

14. Reconciliation Status: NPR in ‘000’
Particulars Total Amount <3 Months >3<9 Months >9 Months
Branch adjustment Account 68,128 68,128 - -
Agency Accounts 600,412,611 600,412,611 - -
15. Summary of disbursement, recovery of Loans and principal and interest written off
NPR in ‘000’
Particulars Current Year Previous Year
Balance as on 31 Ashad 2072 (16 July 2015) 29,683,516 13,732,575
Transferred from Merged Entities 8,312,560 9,400,362
Loan Disbursed during the year 18,456,752 24,835,763
Recovered during the year 8,200,707 17,858,445
Loans written off during the year 39,362 426,739
Balance as on 31 Ashad 2073 (15 July 2016) 48,212,758 29,683,516
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16. Summary of Changes in Deposit Liabilities

NPR in ‘000’

Particulars Current Previous | Transferred Net Increase % of
Year Year from GBNL Growth
Non Interest Bearing Deposits 2,608,973 1,067,083 260,878 1,281,012 120%
Savings Natured Account 33,352,841 | 24,642,843 2,593,764 6,116,234 25%
Call Deposits 13,230,219 8,733,414 1,247,640 3,249,165 37%
Fixed Deposits 11,748,835 | 7,700,635 2,005,787 2,042,413 27%
Total 60,940,868 | 42,143,974 6,108,071 12,688,824 30%
17. Summary of concentration of exposure:
NPR in ‘000
Particulars L oans and Advances Deposits and Borrowings

Total Amount as on 15 July 2016 48,212,758 60,956,112
Core Capital (last quarter) 5,014,220
Highest Exposure to a Single Unit (incl. off bal sheet) 1,008,862 1,684,639
Concentration of exposure to asingle unit 20%
Concentration of deposit from a single unit 3%

18. Weighted Average Interest Spread:

The weighted average interest spread rateis calculated considering interest income on loan on cash basis and investment
in all securities.

. Rate (%)
Particulars
FY 2072/73 FY 2071/72

Average Rate of return from Advances and Investments 8.03 9.10

Average cost of DepositsBorrowings 2.95 4.26

Net Interest Spread 5.09 4.84

19. Classification of Assets and Liabilities based on Maturity
NPRinMn
Assets
1 Cash Balance 2965.46 - - - - 2965.46
2 | Baancewith Banks & Fls 2353.06 - - -| 7059.19 9412.25
3 Investment in Foreign Banks - 268.25 - - - 268.25
4 | Cal Money 2179.20 214.60 - - - 2393.80
5 Government Securities 695.48 673.23 196.60 -1 2761.95 4327.25
6 | Nepa RastraBank Bonds - - - 63.05 - 63.05
7 Inter Bank & FlI Lending - - - - - -
8 Loans & Advances 6438.60 | 4956.61 | 6248.38 | 6119.37 | 24449.80 | 48212.76
9 Interest Receivable 139.26 4.18 1.20 -| 1864.78 2009.43
10 | Reverse Repo - - - - - -
11 | Receivablesfromother ) ) ) ) ) )
Institutions under Commitment

12 E%Q?Lé%%‘ﬂfezfz‘” facilities | 343309| 1605.07| 1363.89| 1039.53| 796.82| 823840
13 | Others 220.57 126.16 10.72 13.87 | 1113.61 1484.94
Total Assets (A) | 18424.72 | 7848.10| 7820.79| 7235.82| 38046.15| 79375.59
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Liabilities
14 | Current Deposits 2399.89 83.63 83.63 41.82 - 2608.97
15 Saving Deposits 10295.01 7938.13 - -| 2834992 | 46583.06
16 | Fixed Deposits 2992.18 2623.66 1617.83 2613.95 1901.22 | 11748.84
17 | Debentures - - - - - -
18 | Borrowings: 15.24 - - - - 15.24
(a) Call/sShort Notice - - - - - -
(b} nter bank/Financia 15.24 . . . . 15.24
(c) Refinance - - - - - -
(d) Others - - - - - -
19 | Other Liabilities and Provisions 792.39 26.57 8.69 9.25| 2074.44 2911.34
(8 Sundry Creditors 610.32 25.09 7.78 7.78 256.58 907.54
(b) BillsPayable 45.17 - - - - 45.17
(c) Interest Payable 1.69 1.48 0.91 147 1.07 6.62
(d) Provisions 135.22 - - - 1816.79 1952.01
(e) Others - - - - - -
o0 | Payableto other institutions under ) ) ) ) ) )
Commitment
21 Unutilized Approved Facilities 376.79 75.36 753.57 301.43 - 1507.14
22 kﬂe;trgg Credit/Guarantee (Netof | 305530 152971| 61032| 738.10| 796.82| 673126
23 | Repo - - - - - -
o4 | Payment to be made for facilities _ ) ) ) ) )
under S.No 11
25 | Others - - - - - -
Total Liabilities (B) 19927.81 | 12277.06 | 3074.04 | 3704.54 | 33122.40| 72105.85
Net Financial Assets (A-B) -1503.09 | -4428.96 | 4746.75| 3531.28| 4923.75 7269.74
Cumulative Net Financial Assets -1503.09 | -5932.05| -1185.29| 2345.98| 7269.74 0.00
20. Borrowing by Bank against the collateral of own assets: Nil
21. Details of Capital paid in advance Calls in Arrears and Forfeited but not Issued: -Nil
22. Details of Non Banking Assets
Particular Current Year (NPR) Previous Year (NPR)
Opening Balance 106,716,705 45,740,415
Addition during the year - 97,433,790
Transfer from Merged Entities 39,755,728 -
Settled during the year 27,782,570 36,457,500
Closing Balance 118,689,863 106,716,705
Total Provision 118,689,863 106,716,705
Balance (Net of Provision) - -

BTN - ot sz



23. Calculation of Earnings per Share (EPS):

< PRABhu Bank

Earnings per Share (EPS) is calculated as prescribed by Nepal Accounting Standards by assigning time weights to the

Capital increase during the F/Y.

Particulars Amount Rs. Time Weighted Capital Net Profit EPS
Opening Capital 3,208,885,224 3,208,885,224
Transfer from GBNL 2,000,000,000 841,530,055
1,117,363,714 26.75
Transfer from NDB 30,740,000 12,766,339
Issue of Right Shares 641,777,000 113,976,790

5,881,402,224

4,177,158,407

24. Rounding off/Previous Years Figures
Previous year’s figures are of Prabhu Bank Limited F/Y 2071-72 and regrouped or rearranged wherever necessary in
order to facilitate comparison. All figures are rounded off to the nearest rupee.
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Disclosure as per Basdl 11

In order to comply with prudential floor prescribed by NRB, the Bank has computed and reported the capital adequacy
position as per Basel 11 norms.

Capital Structure and Capital Adequacy:
o Tier 1 capital and a breakdown of its components
SN Particular Amount (NPR)
a  Paid Up Equity Share Capital 5,881,402,224
b Share Premium 123,748,914
c Statutory General Reserves 875,182,013
d Retained Earnings (1,717,477,406)
e  Unaudited current year cumulative profit -
f Deferred Tax Reserve 871,821,895
Sub-total 6,034,677,639
Less: Fictitious Assets -
h Less: Investment in excess of limits -
i Less: Purchase of Land & Building -
Total Tier | Capital 6,034,677,639

o Tier 2 capital and a breakdown of its components

SN Particular Amount (NPR)

a General loan loss provision 551,729,746
Investment Adjustment Reserve 393,430,669
Exchange Equalisation Reserve 5,733,330
Total Tier |1 Capital 950,893,745

e The bank has not issued any Subordinated Term Debt instrument

o Deduction from Tier I
No deductions from Tier I.

e Total Qualifying Capital

SN Particular Amount (NPR)
a  Core Capita (Tierl) 6,034,677,639
b Supplementary Capital (Tier I1) 950,893,745
Total Capital Fund (Tier | and Tier 1) 6,985,571,384
Risk Exposures
e Risk weighted exposures under each 11 categories of Credit Risk:
SN Categories Amount (NPR)
a Claims on government and central bank -
b Claims on other official entities -
c Claims on banks 1,451,522,997
d Claims on corporate and securities firms 22,511,754,063
e Claimson regulatory retail Portfolio 4,306,278,940
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f Claims secured by residential properties 3,521,663,829
g Claims secured by commercial real estate 1,985,987,838
h Past due claims 3,389,332,358
i Highrisk claims 6,647,810,252
i Other Assets 4,658,056,684
k Off Balance - sheet items 3,733,379,537

Total Risk Weighted Exposures 52,205,786,498

® Risk weighted exposures for Credit Risk, Market Risk and Operational Risk:
SN Particular
a Risk Weighted Exposure for Credit Risk
Risk Weighted Exposure for Operational Risk
Risk Weighted Exposure for Market Risk
Adjustmentsunder Pillar-I1
Add: 3% of the total RWE due to non compliance to Disclosure
Requirement(6.4a 10) -
Add:1% of the total deposit due to in sufficient Liquid Assets(6.4a 6) -
1,654,938,999
56,819,572,285

Amount (NPR)
52,205,786,498
2,854,773,410
104,073,378

Add: 3% of Overall Risk Weighted Exposure as per Supervisory Adjustment
Total Risk Weighted Exposures

e  Capital Adequacy Table

SN Particular

Amount (NPR)

Total Core Capital to Total Risk Weighted Exposure 10.62%
Total Capital Fund to Total Risk Weighted Exposure 12.29%
e  Statement of Non Performing Assets (Gross and Net)
SN Particular Amount (NPR) Provision Net NPA
a Restructured - - -
b Sub-standard 400,704,208 100,203,882 300,500,326
c Doubtful 444,652,736 224,336,273 220,316,463
d Loss 3,411,182,185 3,411,182,185 -
Total 4,256,539,129 3,735,722,341 520,816,789
®  Non Performing Assets Ratios
SN Particular %
a Gross NPA to Gross Loan & Advances 8.83%
b Net NPA to Net Advances 1.19%
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o Movement in Non Performing Assets

Amount (NPR)

SN Particular This Year Previous Year M ovement
a Restructured - - -
b Sub-standard 400,704,208 484,662,788 (83,958,580)
c Doubtful 444,652,736 344,385,765 100,266,971
d Loss 3,411,182,185 1,345,912,309 2,065,269,876
Total 4,256,539,129 2,174,960,861 2,081,578,268
NPA (%) 8.83% 7.33% -1.50%
o  Write off of Loans and Interest Suspense
SN Particular Amount (NPR)
a Write off Loans during the Year 39,362,193
b Write off Interest during the Year -
e Movement of Loan Loss Provision and Interest Suspense
Amount (NPR)
SN Particular This Year Previous Year M ovement
a Loan Loss Provision 4,303,637,255 1,957,358,297 2,346,278,957
b Interest Suspense 1,916,906,236 476,826,356 1,440,079,880
o  Segregation of Investment Portfolio
SN Particular Amount (NPR)
a Held for Trading -
Held to Maturity 5,298,452.,780
Availablefor Sale 614,606,169
Total I nvestment 5,913,058,949
o Risk Management Function

Risk is the integral component of Banking Operations. Prabhu Bank’s risk management approach is based on framework
of risk identification, risk measurement, risk mitigation and risk monitoring. The Bank has developed written down
policies, manuals, standard operating procedures covering all areas of banking operations to conduct its business. Bank
management put utmost priority on training and human skill enhancement to ensure higher standard of servicedelivery. It
focuses on use of |atest technology and in the meantime, proper implementation of business continuity plan. Appropriate
committees are formed to review the business and associated risks. Major three risks and risk management approaches
adopted by the Bank are briefed below:

Credit Risk

Credit Risk is the possible losses from the non-payment of interest and/or principal by Borrower or debtor as per
the agreed terms of credit sanction. In order to ensure sound credit risk management system, credit risk management
responsibilities in Prabhu Bank are shared to three distinct functions, namely relationship management, credit risk
assessment and credit administration. There has been clear demarcation on the roles and responsibilities of the three
functions.

Credit Risk Assessment Department is independent department headed by Chief Credit Officer, who is also the member
secretary of Credit Risk Management Committee. Committee meets and discusses overall credit risk quarterly, and
provides guidelines when it deems fit.
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Operational Risk

Operational risk is the risk of loss resulting from inadequate internal procedure, breach of laid down procedures, incapable
people and failure of system or adverse external disasters. Prabhu Bank aims to minimize the frequency and impact of
unexpected operational loss by ensuring well defined operational manual and guidelines covering each type of activities,
train the peopl e to ensure smooth delivery of service, check and balance of authority delegation, comprehensive internal
audit and follow up on audit remarks and business continuity plan for possible external disasters.

There is separate department for Operation Risk Management. Operational issues are reviewed by Operational Risk
Management Committee periodically; head of the Operation Risk Management Department is also the member secretary
of Operation Risk Management Committee. Minutes of ORMC is submitted periodically to Comprehensive Risk
Management Committee.

Market and Liquidity Risk

Market risk isthe possible losses resulting from the change in interest rate, change in foreign currency exchange rates or
price of commaodity or investments. Market risks are arisen from rapidly changing external factors, thus highly sensitive
in banking.

Market risk related issues are reviewed by ALCO (Asset Liability Management Committee) periodically.

The Bank believes on zero tolerance policy on compliance and high level of corporate governance. A full-fledged
compliance department is formed headed by senior manager under direct supervision of Chief Executive to ensure
compliance of regulatory requirements and internal policies.

The audit function is also independent from bank management, thisunit focusin development of internal proceduresand
checks and control system/procedures. This unit's function is also independent and separate reporting lines, with audit
function reporting directly to Board Level Audit Committee.

The bank has plans for risk diversification of its asset base so as to achieve a better portfolio risk mix and to protect/
enhance the overall on itsrisk assets. For this purpose, the Bank has to focusin extending small and medium enterprises
(SMEs) business, micro financing business, retail banking and side by side growing the business towards corporate
banking and trade business. The strategic focus of mapping businessis gradually reducing high risk assets and increasing
low risk exposures.

In order to mitigate above risks, the Bank has started risk management function by implementing the long term strategic
plan. One of the major objectives of the strategic plan is continuously endeavoring for the managing the risks prudently
and effectively and has developed various risk management policy, introduced risk rating /granting system in the Bank.
The Bank has further prioritized risks management capability building as one of the core functions aiming to position of
itself of as“Prudently Risk Managing Bank”.
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Schedule 4.35
Comparison of Unaudited and Audited Financial Statement
Ason 31 Ashad 2073 (15 July 2016)
NPRin ‘000’
As per Unaudited 3 Variance
SN. Particulars Financial . - p_z gtudlted Reasonsfor Variance
Statement Financi atement Amount In %
1 Total Capital and Liabilities (1.1to 1.7) 72,680,028 68,338,179 (4,341,849) (6)
1.1 Pad up Capita 5,881,402 5,881,402 - -
1.2 Reservesand Surplus 366,323 552,439 186,116 50.81 |Mark to Market Adjustment
1.3 Debentures and Bonds - - - -
1.4 Borrowings 15,243 15,243 - -
1.5 Deposits (at+b) 60,940,868 60,940,868 0) (0.00)
a Domestic Currency 59,434,502 59,436,591 2,089 0.00 |Regrouping
b. Foreign Currency 1,506,367 1,504,278 (2,089) (0.14) |Regrouping
1.6 Income Tax Liabilities - - -
Dueto LLP& other
I provision figure reported in
1.7 Other Liabilities 5,476,191 948,226 (4,527,965) (82.50) other liability in unaudited
Financials
2 Total Assets (2.1t02.7) 72,680,028 68,338,179 (4,104,469) (20)
2.1 Cash and Bank Balance 12,377,709 12,377,709 0 0.00
2.2 Money at Cal and Short Notice 1,750,000 1,750,000 - -
2.3 Investments 5,660,578 5,827,059 166,481 2.94 Marked to Market

Netting of LLP figure re-

24 Loansand Advances 48,212,758 43,909,121 (4303637) | (3.93) | Poring in audited financial

Loan Loss Provision

2.5 Fixed Assets 2,136,067 2,136,024 (43) (0.00) Depreciation adjustment.
2.6 Non Banking Assets 118,690 - 118,690 - Gross amount presented in
unaudited
2.7 Other Asscts 2,424,226 2,338,267 (85,960) @.55) | Regrouped and Income
’ e e > ’ Tax Liability Increased
3 Profit and Loss Account
Int. income adjustment of
3.1 Interest Income 3,590,924 3,590,980 56 0.00 investment.
3.2 Interest Expense 1,622,497 1,622,497 - -
A. Net Interest Income (3.1-3.2) 1,968,427 1,968,483 56 0.00
3.3 Fees, Commission and Discount 108,963 109,650 687 0.63 Regrouping
3.4 Other Operating Income 293,348 292,661 (687) (0.23) Regrouping
3.5 Foreign Exchange Gain/Loss (Net) 153,557 153,557 - -
B. Total Operating Income (A+ 3.3+3.4+3.5) 2,524,295 2,524,351 57 0.00
Regrouping and expneses
3.6 Staff Expenses 703,683 700,189 3,493 0.50 adjusted
3.7 Other Operating Expenses 673,750 674,194 (444) (0.07) additional exp. Booked
57 ;)peratmg Profit Before Provision (B. - 3.6- 1,146,862 1,149,968 (3.106) (0.27)
3.8 Provision for Possible Losses 270,658 475,520 (204,862) (75.69 ) Provision adjustment.
D. Operating Profit (C. - 3.8) 876,204 674,447 (201,757) (23.03)
3.9 Non Operating Income/Expenses (Net) 72,717 72,717 - -
3.10 Write Back of Provision for Possible Losg 1,052,465 1,057,615 (5,150) (0.49) Asjustment with LLP
E. Profit from Regular Activities (D.+3.9+3.10) 2,001,386 1,804,779 (196,607) (9.82)
3.11 Extraordinary Income/Expenses (Net) (38,606) (38,606) - -
F. Profit before Bonus and Taxes (E.+3.11) 1,962,781 1,766,174 (196,607) (9.82)
3.12 Provision for Staff Bonus (178,435) (160,561) (17,873) - Change in Profit
3.13 Provision for Tax (636,507) (488,249) 148,258 23.29 Adjustment in DTA
G. Net Profit/Loss (F. -3.12-3.13) 1,147,840 1,117,364 (30,476) (2.66) Adjustment in DTA
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T. Paneru & Co. GPOBIIE | o

|
Chartered Accountants e ey Duriir Exe e

Aud. + "s Report to the Sharcholders of Grand Bank Nepal Limited

Financial statements and management’s responsibility
We have audited the accompanying financial statements of Grand Bank Nepal Limited which comprise the

balunce shect as of July 16, 2015 {Ashadh 31, 2072) and the profit and loss acoount, statement of changes
equity and cash flow siatement for the vear then ended and a significant accounting policics and otler
explinatory notes. These financial statements are the responsibility of the Bank s management.

Aunditor's responsibility
Our responsibility is 1o express an opinion on these financial statements based on oor audit,. We conducted

our #udit in accordance with Nepal Standards on Auditing. Those standards require that we plan and perfisrm
the audit W obain reasonable assurance about whether the financial statements are free of muoterial
misstatement. An audit includes examining, on a test basis, evidence supporting the amoums and disclosures
in the financial statements. An audit also includes assessing the gecounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement Presentmtion. We
belic ~ rhat our audit provides o reasonable basis for our opinion,

Heport on the requirements of Banks and Financial Institations Act 2063 and Com pany Act 2063
W have obasined satisfactory information and explanations asked for, which to the best of our know ledge

and beliel were necessary for the purpose of our andit; the retums received from the branch offices of the
nank. though the statements are independently not audited were adequate for the purpose of the nudit, the
fmancial statements including the Balance Sheet, the Profit and Loss Account and the Cash flow Statement
have been prepared in accordance with the methods and format specified by Nepal Rastra Bank. and thev are
i agreement with the books of accounts of the Bank; and the accounts and records of the Bank are propirly
mantaimed in accordance with the prevailing laws,

To the best of our information and sccording to the explanations given o us, in the course of our auidit, we
observed that the bank has taken actions for protection of the interest of deposiions and invessors; the capital
‘und and nsk bearing fund were adequately maintained; the business of the Bank was conducted
satisfactonily and the Bank's transactions were found to be within the scope of i1s authority. We did not come
acre.  cases whene the board of directors or any director or any otfice bearer of the Bank has acted COninn
1o the provisions of law or caused loss or damage to the Bank or commitied any misapproprigtion or violoed
drectives of Nepal Rastra Bank.

Oving
In owr opinion. the financial statements give a true and fair view of (e fnancial posttion of the Bank as of
July 18, 2015 {Ashadh 31, 2072} and its financial performance and cash flows for the vear then ended in
sccondsnce with Nepal Accounting Standards, so far as applicable in commpliance with the prevailing Laws.,
the dimectives Trom Nepal Rastrs Bank, Bank and Financial Institution Act 2063 and Company Act 2063.

csq’t’é’f‘:};q 3
;‘i: S TankarPrasad Paneru, FCA
: z i Pariner
= ke
December 13, 2015 x| HE | &= T. Paneru & Co,
Lalitpar. Nepal %ﬂj Charlered Accountanis

Tel: #MEEEST. DIG208890, 4431645 (Res | Mar 977204102550 Emard; rpanemiudork comoin, Hnanere@amd, com
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Schedule 32: SIGNIFICANT ACCOUNTING POLICIES

General Information

Grand Bank Nepal Limited (the Bank) is a limited liability company domiciled in Nepal. Its registered office is at
Kamaladi, Kathmandu, Nepal. The Bank islisted with Nepal Stock Exchange Ltd. and providesfull commercial banking
services aslicensed by Nepal Rastra Bank (NRB) (Central Bank).

Summary of Significant Accounting Policies

The principle accounting policies applied in the preparation of these financial statements are set out below. These policies
have been consistently applied throughout the period, unless otherwise stated. The financial statements are prepared on
historical cost convention except where otherwise stated.

Statement of Compliance

The financial statements has been prepared in accordance with Nepal Accounting Standards (NAS) issued by the In-
stitute of Chartered Accountants of Nepal (ICAN), Bank and Financial Institutions Act, 2063 (“BAFIA”) and other
requirements of NRB Directives and in conformity with the CompaniesAct, 2063.

Basis of Preparation

The financial statements of the Bank have been prepared on historical cost convention basis in conformity with
Generally Accepted Accounting Principles (GAAP), prevailing accepted banking norms/practices, applicable Nepal
Accounting Standards (NAS) issued by Institute of Chartered Accountants of Nepal, provisions of Bank and Financial
Institutions Act and directives issued by the NRB. Unless mentioned otherwise the accounting policies have been con-
sistently applied by the bank.

Fixed Assets, Depreciation and Amortization

i. Fixed assets are valued at cost of purchase/construction plus expenses incurred which are incidental to such pur-
chase/construction. Purchase of items of durable (capital) nature costing Rs. 10,000 or less has been charged to
Profit and Loss Account taking into consideration the nature of items.

ii. Depreciation on fixed assets is charged to Profit & Loss Account on reducing balance method computed by apply-
ing the following rates.

Furniture and Fixture 25%
Vehicles 20%
Computer and Accessories 25%
Office Equipment 25%
Generator 15%
Other than above 25%

iii. The cost incurred on leasehold improvements is capitalized for amortization within five years in equal installments
from the year in which such expenditure/cost are incurred.

Provision for Income Tax

Income tax is provided on the basis of the taxable income for the year computed in accordance with the provision of
Income Tax Act, 2058.

Deferred tax are recognized and provided for on timing difference between taxable income and accounting income.

Deferred tax assets are not recognized unless there is virtual / reasonable certainty that there will be sufficient future tax-
able income available to realize such assets.
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10.

a)
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Investments

Investments are valued at lower of cost or market value. Provision to cover the possible losses is made in case of
investments having market value less than the cost. Investmentsin unlisted companies share are valued at cost.

Investments are classified as held for trading, held to maturity and available for sale.

A. Held for Trading:

Investments that are made for the purpose of generating profit from short term fluctuations in price are classified
under this category. These investments are marked to market and difference is reflected in the profit and loss ac-
counts.

B. Held to Maturity:

The investments made with positive intent and ability of the bank to hold till maturity is classified as held to
maturity investments. The held to maturity investments are valued at amortized cost i.e. the cost price less any
impairment (if applicable). The impairments are included in the profit and loss accounts for the period.

C. Available for Sale:

All other investments that are neither “held for trading” nor “held to maturity” are classified under this category.
These investments are marked to market on aregular basis and the difference is adjusted through reserves.

All Investments are subject to regular review as required by Nepal Rastra Bank Directives.
Foreign Exchange Transactions
Assets and liabilities denominated in foreign currencies are revalued at the mid-rate on daily basis.

Gain or loss realized on the foreign exchange transactions is recognized as income/expense in the profit and loss account
and included under exchange trading gain/loss.

Gains/losses arising due to fluctuation in exchange rates of different foreign currencies is accounted for and shown as
Revaluation Gain/ (Loss). 25% of such revaluation gain is transferred to Exchange Fluctuation Reserve through Profit
and Loss Appropriation Account as per the directivesissued by Nepal Rastra Bank.

Non-Banking Assets
Collateral securities taken over by the Bank during the process of recovery of loans are transferred to Non-Banking
Assets. Non Banking Assets are valued at lower of the total outstanding amount (including interest) or market value of

the assets acquired and is stated at net of provision made for such assets as per the directive issued by NRB. The surplus
or deficit arising on sale of such asset is taken to Profit & Loss Account in the year of sale.

Policy regarding recognition of income and expenses in the Profit and Loss Account:
Interest on Deposits, Loans and Advances are computed on 365 days a year basis.

Interest Income

Interest on loans and advances are accounted on accrual basis by credit to interest suspense account. Interest incomesare
recognized strictly on cash basis viareversal from interest suspense account.

Interest income on investment made on government securities, bonds and foreign placement are recognized on accrual
basis.

Interest Expenses

Interest payable on Deposits and Borrowings are accounted on accrual basis.

Commissions received on account of L Cs, Guarantees etc. are recognized on cash basis.

9009
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Sale of Gold/Silver is strictly made on realization of cash
Employee Benefits
i)  Provident fund

Provident fund contribution is recognized as expenses and deposited into the approved retirement fund (Grand
Bank Nepal Approved Retirement Fund).

i) Staff Gratuity
Gratuity liability of staff is accrued only after completion of a fixed period of time employment with the Bank in

accordance with the Staff Service Bylaws. The gratuity liability has been computed on accrual basis and deposited
into the approved retirement fund (Grand Bank Nepal Approved Retirement Fund).

iii) Leave payable
Accumulated leave payable to staff is recognized on accrua basis.

Bonus
Staff bonus is provided at 10% of net profit before tax (after charging the bonus) as per Bonus Act, 2030.

Provisions, Contingent Liabilities And Contingent Assets

The Bank creates a provision when there is a present obligation of the entity arising from past events, the settlements of
which is expected to result in an outflow from the entity of resources embodying economic benefits and a reliable esti-
mate can be made of the amount of the obligation. A disclosure for contingent liability is made when there is a present
obligation that may or may not, require an outflow of resources. When there is a possible obligation or present obligation

in respect of which the likelihood of outflow of resources is remote, no provision or disclosure is made in the financial
statement. Contingent liabilities are shown in Schedule 17.

Contingent assets are not recognized in the financial statements. However, contingent assets are assessed continually and
if it is virtually certain that an economic benefit will arise, the assets and related income are recognized in the period in
which the change occurs.

Loan Loss Provision and Loan Write Off
Loan Loss Provision is made on the basis of classification of Loans and Advances in accordance with directives/circular

issued by NRB.

The Bank has policy to write off unrecoverable loan after appraisal and due approval from the CEO/Board of Directors
as per the limit specified in the loan write off policy. The amount of loans written off is charged to Profit and Loss
account and the corresponding amount of loan loss provision made on such loan account is written back in the profit and
loss account.

Others
Software Expenses:

The cost incurred on software purchase is capitalized for amortization within five years in equal installments from the
year in which such expenditure/cost are incurred.

Stationery Stock
The stationery stocks are valued at cost on weighted average basis.

Previous year’s figure and rounding off

Figures of previous year have been regrouped/rearranged wherever necessary, to make the same comparable with the
current year’s figure.

Figuresin the Financial Statements are rounded off to the nearest rupee.



Schedule 33: NOTESTO ACCOUNTS
Interest Income
Interest income is recognized on cash basis as per the directives of Nepa Rastra Bank.

Provision for Staff Bonus

Since the bank has incurred loss during the year, staff bonus is not provided for at 10% of net profit before tax (after
charging bonus).

Staff Housing Fund

Since the Bank has been extending housing loan to the employees, provision for staff housing as required by the Labor
Act, 2048 has not been made.

Staff Gratuity Fund

During the year, the Bank has provided Rs. 5,693,068 (Previous year Rs. 4,209,697) for gratuity. Rs. 745,838 (Previous
year Rs. 19,620,819) for gratuity has been paid during the year to outgoing staff. The gratuity liability has been deposited
with the Grand Bank by opening an account under the Grand Bank Nepal Approved Retirement Fund.

General Reserve

As per the provision of the Bank and Financial Institution Act, 2063, 20% of the current year’s net profit shall be
transferred to General Reserve through Profit and Loss Appropriation. Since the bank has incurred net loss of Rs.
451,489,745 no amount (Previous year Rs Nil) has been transferred to this account.

Exchange Fluctuation Reserve

As per the directives of Nepal Rastra Bank, 25% of Revaluation Gain has to be transferred to Exchange Fluctuation
Reserve through Profit and Loss Appropriation Account. Accordingly, no amount (Previous year Rs 475,735) has been
transferred to this account during the year under review.

Investment Adjustment Reserve
During the year, Rs. 140,000 (Previous year Rs. Nil) has been appropriated to Investment Adjustment Reserve.

Unpaid Dividend

The details of dividend to be paid as on Ashad 32, 2072 (July 16, 2015) is as follows.
Fiscal Year Amount(Rs.)

2059/60 (2002-03) 277,200

2060/61 (2003-04) 301,300

2061/62 (2004-05) 381,360

2068/69 (2011-12) 9,278,122

2069/70 (2012-13) 11,469,862

Total Unpaid Dividend 21,707,843

Provision for Income Tax
During the year, provision for income tax amounting Rs. 97,093,990 provided in the accounts as the bank has incurred
a taxable profit Rs. 323,646,635.

Self assessment returns filed by the bank for the financial year 2068-69 (2011-12), 2069-70(2012-13) and 2070-71
(2013-14) are pending for assessment with Inland Revenue department. However, the bank has filed appeal for disputed
tax liability with the appropriate authorities against the assessment done by the Inland Revenue Department pertaining
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to FY 2063-64(2006-07), 2064-65(2007-08), 2065-66(2008-09), 2066-67(2009-10) and FY 2067-68 (2010-11) with
respect to which asum of Rs. 21,852,234 has been shown as contingent liabilitiesin Schedule-17.

During the year the Bank has also incurred additional tax of Rs. 878,724 as undisputed tax paid related to FY
2067/2068.

The bank has not borrowed any loan against the collateral of its own Assets.
Compensation to Key Management Personnel

Key Management Personnel

Key Management Personnel of the Bank includes Directors of the Board and Chief Executive Officer:
Swarup Gurung Koney Chairman

Shree Ram Lamichhane Director

Devra] Rajbhandari Director

Sohan Babu K hatri Director — Representative General Shareholder

Dr. Madhuban La Maskay Director — Representative General Shareholder

Jagdish Kumar Agrawal Director

Pawan Kumar Agrawal Director

Pratap Mehar Shrestha Professional Director

Rajendra B. Shrestha Officiating Chief Executive Officer since Mangsir 1, 2071 till 3 Ashad, 2072
Sachin Jung Rayamajhi Acting Chief Executive Officer from Ashad 4 ,2072

Compensation to Key Management Personnel of the Bank

Total compensation paid to key managerial personnel (CEO, other officials and managers) is as follow:

Rs. In ‘000
Particulars Chief Executive Officer Other Officials and Managers
Basic Salary 1,618 12,880
Allowance 103 8,620
Gross Salary 1,721 21,500

In addition to above, other facilities have been provided / paid to the Chief Executive Officer as per the terms of his
contract, staff service rule and BOD approval.

Board of Directors has been paid following fees and allowances during this fiscal year:

Particulars Amount
BOD Mesting Fees 289,000
Other Committee Fees 73,000
Other Allowance 417,000
Reconciliation :
i) With Nepal Rastra Bank (Amount in Rs. *000)
Ledger Dr. Ledger Cr. Statement Dr. Statement Cr.
Within 1 Year 346 103 96 4
1to3VYear
Above 3 Years
Total 346 103 96 4




i) With Other Licensed Local Financial Institution

(Amount in Rs. *000)

Ledger Dr. Ledger Cr. Statement Dr. Statement Cr.
Within 1 Year 5 114 229
1to3Year
Above 3 Years
Total 5 114 229
iii) With Other Licensed Local Nostro Financial Institution (Amount in Rs. *000)
Ledger Dr. Ledger Cr. Statement Dr. Statement Cr.
Within 1 Year 543 5 5463
1to3Year
Above 3 Years
Total 543 5 5463
iv) With Foreign Banks (Amount in Rs. *000)
Ledger Dr. Ledger Cr. Statement Dr. Statement Cr.
Within 1 Year 7,698 55 6109
1to3Year
Above 3 Years
Total 7,698 55 6109
13. Details of Loans and Advances
(Amount in Rs. ‘000)
Particulars Current Year Previous Year
Opening balance 15,149,947 14,526,492
Disbursement during the year 7,038,523 22,977,912
Realization during the year 12,622,431 22,354,457
Balance 9,566,039 15,149,947
Write off during the year - -
Principal - -
Interest - -
14. Statement of Changes in Deposit Liabilities:
(Amount in Rs. ‘000)
Asat Ashad 31, Asat Ashad 32,
Particulars 2072 (July 16, 2071 (July 16, Change %
2015) 2014)
Fixed Deposits 2,409,223 9,821,578 (7,412,355) (75.47)
Saving Deposits 2,379,712 3,286,463 (906,751) (27.59)
Current Deposits 302,401 365,008 (62,608) (17.15)
Other Deposits 3,112,015 7,728,183 (4,616,168) (59.73)
Total 8,203,351 21,201,233 (12,997,882) (61.32)
15. Weighted average Interest Rate Spread
Particulars %
Weighted average interest rate on Loan, advance and investment 11.85
Weighted average interest rate on Deposits& Borrowing 6.88
Net Interest Spread 4.97




16. Summary of Concentration of Exposure

Funded and non-funded facilitiesand sector wiselocansarewithinthelimitsprescribed by NRB. Summary of concentration

of exposures:
(Amount in *000)
Particulars Loans & Advances | Deposits & Borrowings Contingent Liabilities
Total Amount as on 16.07.2015 9,566,039 8,203,351 474,260
Highest exposure to Single Party 431,494 572,525 34,089
Highest exposure % to Single Party 451% 6.98% 7.19%
17. Classification of Assets and Liabilities based on Maturity
(Amount in *00,000)
SNo. Particulars 1-90 | 91-180 | 181-270 |271-365| Above | Total
Days Days Days Days lyear | Amount
ASSETS
1 Cash Balance 6,063 - - - - 6,063
2 Agency Balance 7,507 - - - - 7,507
Local Currency 6,043 - - - - 6,043
Foreign Currency 1,464 - - - - 1,464
3 Placement in Foreign Banks - - - - - -
4 Call Money - - - - - -
5 Government Securities - - - - 2,500 2,500
6 NRB Bond - - - - - -
7 Interbank Placement - - - - - -
8 Loan & Advances 67,813 4,387 2,283 | 1,116 | 20,060 | 95,660
9 Interest Receivables 8,447 17 9 6 1,007 9,486
10 Reverse Repo - - - - - -
11 Receivables under Commitment from ) ) ) ) ) .
other institutions
12 Payment under S.N. 20,21 & 22 44 609 - 1,691 | 2,399 4,743
13 Others 9,132 - -| 5349 249 | 14,729
Total Assets 99,006 5,014 2,292 | 8,163 | 26,214 | 140,688
LIABILITY
14 Current Deposit 3,331 - - - - 3,331
15 Savings Deposit (Including Call Deposit) | 10,922 | 10,922 10,922 | 10,922 | 10,922 | 54,610
16 Fixed Deposit 10,042 5,887 4,091 | 2,060 | 2,012 | 98,283
17 Bond/ Debentures - - - - - -
18 Borrowings: 6,500 - - - - 6,500
Demand/ Short Term Notice - - - - - -
Inter Bank/ Fl 6,500 - - - - 6,500
Re Financing - - - - - -
Others - - - - - -
19 Other Liabilities & Provisions 809 222 - 283 185 1,499
Sundry Creditors - - - - - -
Bills payable - 218 - - - 218
Interest Payable 4 - - - - 4
Provisions - - - - 185 185
Other 805 4 - 283 - 1,092
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20 Payables under Commitment to other ) ) ) ) ) )
institutions

21 Unutilized approved facilities 2,345 91 658 4 - 3,105

22 Letter of Credit and Guarantee (Net) 44 609 -| 1,691 | 2399 4,743

23 Repo - - - - - -

24 Receipts under S.N. 11 - - - - - -

25 Others - - - - - -
Total Liabilities 33993 | 17,703 | 15,671 | 14,901 | 15,375 | 97,670
Net Assets 65,012 | (12,717) | (13,379) | (6,738) | 10,839 | 43,018
Accumulated Net Assets 65,012 | 52,295 | 38,916 | 32,178 | 43,018 -

18. Earnings Per Share, Share Price and Share Transaction
Earnings Per Share is calculated and disclosed as per NAS-26 as follows:

Particulars Basic Earnings Diluted Earnings
Per Share Per Share**
Net Profit attributable to equity shareholders (Rs.) (1451,489,745) (451,489,745)
Weighted average number of shares outstanding (No.) 20,000,000 20,000,000
Earnings Per Share (Rs.) (22.57) (22.57)

** Since the bank has not issued preference share and debentures/bonds, basic earnings per share and diluted earnings
per share are the same.

19. Details of Leaschold Assets Amortization
The detail of amortization of Leasehold assets is shown as follows:

(Amount in Rs. *000)

Particulars Amount
Upto Previous year 39,249
Thisyear 5,277
Total 44,526

20. Tax Liability Reconciliation

Reconciliation of profit as per financial statement is reconciled with taxable profit to compute tax liability as follows:

(Amount in Rs.)

Particulars Amount

Profit before tax as per Profit & Loss Account (648,497,725)
Add: Adjustment for

Loan Loss Provision in excess of Loan and Advances 700,357,829
Add back of LLP excess claimed 277,207,596
Depreciation as per Schedule 24 considered separately 35,056,883
Bond Amortization Premium 3,177,366
Repairs and Maintenance added to the Pool as per Income Tax Act 2,656,635
Donation 556,700
Provision for Leave 1,040,717
Assets written-off 712,599
L ess: Adjustment for

Depreciation as per Income Tax act (including leasehold assets and software) separately 39,211,653
Repairs and Maintenance as per Act 2,656,635
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Gain on sale of assets 1,161,907
Dividend Income 864,728
Last Year Loss (4,726,342)
Taxable Profit as per Income Tax Act 2058 323,646,635
Corporate Income Tax @ 30% 97,093,990

21. Deferred Tax Assets /(Liability)
The components of deferred tax liability as on Ashad 31, 2072 (July 16, 2015) are as follows:

(Amount in Rs. ‘000)

Carrying Net Temporary
Amount Tax Base Difference
Deferred Tax Assets/(Liability)
On Fixed Assets 124,625 124,216 (409)
On Leave Provision 19,538 - 19,538
On Loan Loss Provision 2,701,297 - 2,701,297
Bond Amortization Premium 20,227 - 20,227
Net Temporary Difference 2,740,653
Deferred Tax Assets/(Liability) as at Ashad end 2072 @ 30% 822,195
Opening Balance of Deferred Tax Assets/(Liability) 527,215
Deferred Tax Income/(Expense) credited to Profit / Loss
Account (rpeme 294,980

In accordance with Nepal Accounting Standard (NAS) — 09 Income Taxes, Rs. 294,980,694 being deferred tax income
has been credited to profit & loss account on account of deferred tax.

22. Leasehold Improvements and Computer Software
Following are the balances pending amortization as at Ashad 31, 2072 (July 16, 2015).

(Amount in Rs. *000)

Particulars This Year Previous Year

Leasehold Improvements 6,630 14,544

Computer Software 2,844 5,038
Total 9,474 19,582

23. Non banking assets
Out of total loan exposure of Everest Floriculture P. Ltd. amounting Rs.70,944,147 prior to the booking of NBA, theloan
wasworked out as cash disbursement basis on 9/10/2013 that stood Rs. 40,474,735. The consortium decided for booking
NBA of total value Rs. 307,667,566 of which our share against the same being Rs. 39,755,728 booked under NBA. The
loan downsized by the extent of value of NBA booked. Remaining portion of principal amounting Rs. 31,188,418 shall
be written off with the decision of consortium members. For the recovery of |oan written off, case against the borrower
hass been filed to Debt Recovery Tribunal (DRT).

24. Operating Lease Commitment
The Bank has taken various properties on cancellable long term lease. Since the Bank possesses the right to terminate
the said lease before its maturity by giving a notice of specified period, the future liability the Bank is limited to lease
payable for notice period only.



25. Paid up Share Capital
Paid up Share Capital of the bank has been changed from year to year asfollows:

Financial Year Paid Up Share Capital (Rs.) Remarks
2057/58 (2000-01) 112,000,000 | Opening Share Capital
2058/59 (2001-02) 160,000,000 | Initial public offering
2059/60 (2002-03) 160,000,000
2060/61 (2003-04) 160,000,000
2061/62 (2004-05) 160,000,000
2062/63 (2005-06) 240,000,000 | Issue of 2:1 Right share
2063/64 (2006-07) 268,800,000 | Issue of 12% Bonus Share
2064/65 (2007-08) 1,107,456,000 | Issue of 1:3 Right share and 12% Bonus Share
2065/66 (2008-09) 1,655,289,000 | Issue of 2:1 Right share
2066/67 (2009-10) 1,746,283,000 | Issue of 5% Bonus Share
2067/68 (2010-11) 1,920,911,300 | Issue of 10% Bonus Share
2068/69 (2011-12) 2,000,000,000 | Issue of 4.12% of Bonus Share
2069/70 (2012-13) 2,000,000,000
2070/71 (2013-14) 2,000,000,000
2071/72 (2014-15) 2,000,000,000
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