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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF MITERI DEVELOPMENT BANK LIMITED

Opinian

We have audited the financial statements of Miterd Development Bank Limited Which
comprise the statement of financial position as at 31" Ashad 2080 (16 July 2023), and the
Smtement of Profit or Loss and Other Comprehensive ncome, Statement of Changes in
Lquity and Statement of Cash fédws for the yedr ended and Motes 1 the Financial
Statements, including a summary of significant accounting policies and explanatory notes,

In cur opinion and to the best of our information and according to the explanatinng given to
us the aforesaid financial statements present fairly in all material respects, the financial
position of the company as at 31 Ashad 2080 (16 July 2023) and s fnancial
performance, changes in equity, and its cash flows for the vear then ended und summary of
sigrificant accounting policies und explanatory notes in eccordance with Nepal Financial
Reporting Standards(NFRS).

Basis for opinion

We eonducted our andit in sccordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standurds are further described in the Auditor’s Responsibilities
for the Audit of the Financial Swatements scetion of our report. We are independent of the
Company in accordance with the Code of Ethics issued by Institute of Chartered
Accountants of Nepal together with the ethical requirements that are relevant to the audit of
the company under the provisions of Companies Act 2063, and the rules thereunder, und
we have fulfilled our ethical responsibilities in accordance with these requirements and (he
Code of Ethics for a Professional Accountants. 'We believe that the audit evidenee we have
obtained is sufficient und appropriste to provide a kasis for our opinion.

Key Audit Matters

Key audit matters are those matiers that, in our professional Judgement, were of most
significance in our audit of standalone financial statements for the financial vear ended
Ashad end 2080. These mitlers were addressed in the context of our audit of the standalone
financial statements as a whole, and in forming our opinion thercon, and we do not provide
& separale opinion on these mutiers, For cach matter helow, our deseription of how our
nudit addressed the matizrs is provided in that comtext

We have determined the matters described below to the key audit matiers 1o be
commumeated in our report. We have fulfilled the responsibilities described in the
“Auditor’s Responsibilities for the Audit of the Financial Statements” section of our report,
including in relation 1o these matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of matcrial misstalement of
the stendalone financial stalements. The results of our audit procedures, including the
procedures performed to address the matter below, provide the basis for our-audit opinion
on the secompanying standalone financial statements. .

g .‘_..—-\‘\
t‘%'bh | {" F"-Tﬂ_-,.‘@-\.

\ ' .
Address-Biratmagar-02, Munalpath | Email: } fmgmail.com

_ Contact-021-570451, 8852033119 kinjal pakharet@gmall com
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Key Andit Matters

How the matters were addressed in our
andit.

Interest Recognition

Imerest income of the bank has w be
recognized on accrual basis and following
the ‘Guideline on Recognition of Interest
Income, 2019° issued by Nepal Rastra
Bank. The guideline requires where Joun
and advances are overdue for more, than 3
munihs upto 12 months, collateral resting
shall be done. I the outstonding amount is
within the net realizable value of colluteral,
then the interest income 1% recognized. if
not then accrual of interest income is
suspended irrespective of the value of
collateral.

We applied following procedures in respect |

of Inleresl income recognition venficatior:

# Obtain clenr understanding of process of
accrual of interest income on louns and
advanees in the Core Banking Svstem of
the Bank,

+ Reparding the fair value of collaleral, we
relied on the latest available valuation of
the collateral,

# Test checking of booking of interest
income with the manual computation.

Our Result:
We considered the recagnition of interest
income a5 edequate and seceptable,

Impairment of Loans and Advances

Loans and advances constitule 56.88% of
tolul assets of the bunk, The provisions for
impeirment of loans and edvanres is a Key
Audit Matier as the bank has significant
oredit exposure to a large number of
barrowers and there is high degree of
complexity @nd judgement involved in
recoverability of loans, estimating the
provisions  thercon and identification of
accounts to be written off The same
resulted in significant awdit cffort o
address the risk around loan recoverability
and the determination of related provisions
and write off.

As per NEB Directive 4, Bank shall
measure the impairment loss on the loans |
and advancas at higher of the fallowing:

7 Amount desived 885 per  noms
preseribed by NHB loon  loss
provision.

» Amount determined s per NFRS
adopting incurred loss Model,

for

We applied foilowing procedurss in respect
of impairment of loans & advences or loan
loss provision verification:

F Review of borrower files which includes
evaluation of borrower's  repayment
behaviour, assessmen: of  financial
strenpth based on the available financial
stalements, adequacy af
security/collateral, ond obtginment of
requited legal documents, CIC reports,

and compliance  with  prudential
regulation.

# Review of IT syslem to review the
process of providing loan loss provision
based on overdue payments.

+ Business sites visit of the bommowers on
sampling basis.

# On sampling basis, wverification of
accuracy ol provision against non
performing loan caleulated by the 1T
system  snd manoal calculation on
sampling hasis.

¥ Evaluation of appropristencss  of
subjective  judgement made by the
manapgement for loans & borrowers.

F BReview of Board's evaluation and
decision on loans,

Our Resuli:

We considered the determinotion and

recopmition of the loan loss provision as
adequate and acceprable,
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Information Technology Svstem und control Impacting Financial Reporting

The informution  technology of the
eompany s Complex and involves a large
nmumber of independent oand  inter-
dependent IT system used m the operation
of the campany for processing and
recording a large volume of tramsactions.
As o result, there is a high degree of
reliance and dependency on such IT system
for the financial reporting process of the
company.

Appropriate IT  General controls  and
application comrols are required to ensure
that such [T systems are ahle to process the
dala, as required completely, accurately
and consistently for financial reporting,

We considercd this as o key audit matlers
as any control lapses, velidation failures,
incorrect input data and wrong extraction
of data may resull in wrong reporting of
data to management, stekeholders and
I rEﬂlJlHlnrﬁ,

Our aodit approach regarding Information
Technology of the company is based upon
the Information Technology Guidelines
2002 issued by NREB and it also included:

s  Verification of the interest income wnd
cxpenses booking regarding loans and
deposits on test check basis with the
{'BS of the company,

Reliance on the 1T audit conducted by
the compuny.

Verifieations of the provisions of the
loans and advances based on ageing on
test checks basis,

Verificatons of access 0 the users (User
1D} for data input,
alteration/modification  and  repon
extraction of repon by using the user 112
already erented by the Bank.

Owur result:

we considered the information technology
eystern and their relevant comirols to be

| | adequate,

Oiker Information:

Management is responsible for the preparation of other information. The other information
comprises the information included in the Annual Report but does not include the financial
statements and our guditor’s report thereon,

Our opinion on the financial statemem does not cover the other informution and we do not
cxpress any form of assurance conclusion thereom

Onur responsibilities are to read the other information and, in doing so, consider whether the
information is materially inconsisténce with the financinl statements of our knowledge
ohtained in the course of audit or otherwise appears to be materially misstated. I, based on
the work we have performed, we conclude that there is a material misstatemant of this
other information, we are required to report that fact, We have nothing 1o report in (his
regard, !

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

Management s respomsible for the preparation and Bair presentation of these financial
staterments in accordance with NFRSs and for such intermal control as manapgement
determines is necessary o enable the preparation of financial statements that are free from
mazerial misstaternent, whether due to fraud or ermor,
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In preparing the financial statements, the management is responsible for dssessing the
compiuy s ebility Lo continue as @ going convern, disclosing, as upplicable, matlers relaed
to gaing coneemn and using the going ctncern basis of accounting unless the management
either intends 1o liquidate the company or 1o cease operations, or have po realistc
alternutive bul Lo do s,

Those charged with the governance are responsible for overseeing the comipany’s financial
reparting process.

Auditor's responsibilitics for the andil of the inancial statements

Our objectives are to obtain reasonuble assaranee shoul whether the [inancinl statements as
o whole gre free from material misstatement, whether due to fraud or error, and to 1gsue an
ouditor's report that includes our opinicn.  Reasomable assurance is a high level of
assurance, but is mot @ gusrantes that en sodil conducted in accordanee with NSAs will
always detect 8 material misstatement when il exikls,

As parl of an sudit in eccordance with NSAs, we exercise professional judgment and
maintain professional seepticism throughout the audit. We also:

» ldentify and assess the risks of muterial misstatement of the fnancial statements,
whether duc to fraud or error, design und perform sudil procedures responsive 1o
those risks, and obiein audit evidence that is sufficiem and appropriate to provide a
basis for onr epinion,

o  Dhiuin il understanding of interneal control relevant (o the andit in order to design
audil procedures that are approprialz in the circumstances,

s FEvaluate the appropriateness of zceounting policies used und the reasomableness of
aceounting estimates and related disclosures made by the management;

s Conclude on the spproprimeness of the mansgement's use of the going concern
basis of secounting. :

e  FEvaluate the oveml] presentations, structure and context of the financial statements,
including the disclosures and whether the financial stalements represenl the
underlying transactions and events in a manner that achicves fair presentation.

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements reganding independence, and 10 communicate with them
all relatonships wil other matters that may reasonably be thought to hear on our
ndependence; und where applicable, related safepuards,

Report on other legal and regulatory requirements

We have determined to communicate ihe followings mailers in accordance with the
requirements of NRB directives, Compsgpies Agt 2063, BAFIA 2073 and other repulatory
requirements. Fﬁﬁ(/& k1

o g B X

P I LA e | —
| o | "

Address-Bratndgar-02 P\ﬂunalpaﬂ]”‘ 'Jllnj.'-ll knai@igmail com

Contact-021-570451, 985203 934 }-" kinjal pokharel@ogmail com
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Sonkling @ Sepond

K injal & Associates

Chartered Accountants

A=

* We have obluined ull the information and explanations which to the best of our
knowledge and helief, where necessary for the purpose of our audit.

* Based on our audit, proper books of secount as required by the law have been kept by
the company,

* Returns received from the branch offices of the company were adequate for the
purposes of our audit though the statements are independent]y not audited.

* The capital fund, risk bearing fund and the provisiens for possible impairment of assets
of the company are adequate considering the Directives issued by Nepal Rastriva Bank.

* In our opinion and  the best of our information and accordingly to the explenations
and from our examination of the books of accounts of the company we hive notl come
#eross any cases where the Board of Directors or any office bearer of the company have
deled contrary 1o the provisions of law, or committed any mésappropriation or caused
any loss or damage (o the company and vielated Directives issued by NRB or avted in a
manner, a8 would Jeapardize the interest and security of the company's, shareholders
and it depositors,

» The business of the company has been conducted satisfactorily and operated within its
jurisdictions and has been functioning as per NRB directives.

The engagement proprietor on the audit resulting in this independent auditor's report is CA
Kinjal Pdkhrel—-

CA Kinjal Pakhrel
Proprietor

Kinjal and Associales
Chartered Acedumtanls
Biratnagar, Morang, Nepal
Date: 2080.07.22

UDIN: 231 109CAQ0951 XaSle

fuldress Biratnayar-032, Munalpath Emal: kinjal knaEgmiai.com
Contact-021-570451, 9652033119 - kinjal.pokhareli@ gmail.com
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Miteri Development Bank Limited R i
Statement of Financial Position

As on 31 Ashad 2080 (July 16, 2023)

HBank
Particulars Male Ashad end 2080 | Ashad end 2079
Assels
Cash ond Cash Equivalenis 4.1 41 2,854 4 324,563.770
Pue from NMepal Rastra Bank 4.2 240,804 353 Dh,958 435
Placement with Bank and Fmancial Instiiuiions 4.3 - -
Drermvative Financial Instruments 4.4 - -
Chlver Troding Assers 4.5 - -
Loons and Advances to BFLs 4.6 390),332 0152 220,597,745
Lonns pnd Advances (o Customers 4.7 4215 984 02 4 824 237 133
Investment Seécuritics 4.8 2682 154 B05 1LEIS 097 100
Cunienl Tax Asseis 4.9 375186
Investiment m Subsidignes 4.10 - -
Investment in Associales 4.1 - -
Investument Property 4.12 2| it A6 ] 9060014
Property ond Howipment 4.13 52 304 794 58,024,023
Cisodwill aod Intangible Ascets 4.14 267,222 247,763
Dieterred Tax Assels 4.15 13,865,133 10,555,774
Other Assets 4.16 67,851,954 1T, 252
Tuinl Aszeis HO0U8, 197,553 T.519,995 403
Bank

Particulars Mote | Ashad end 2080 | Ashad end 2079
Liabilitics
IDue 1o Bank and Financial Instiiutions 4.17 33,766,970 816,575
Diuie 1o Nepil Rastra Bank 4.18 - -
Perivative Frnancinl nstruments 4.19 - -
Deposits from Custonners d4.20 6, 5006, 806,332 6, 064,593,312
Bowrrowings 4.21 -
Curreni Tax Linbililies 4.9 12,8067 423 -
Provisions 4.22 - -
Dieferred Tax Liahilities 415 . =
(Mher Lubilines 4.23 T3,270, 894 07,735,241
Del Securities Issued 4.24 - -
Subcwrdinnted Liabilities 4.25 - -
Twinl Linhilitics 6,646,731 619 6. 222,145,128
Equity
Share Capital 4. 26 101500 437 W3, 428,070
Share Premium - -
Retaned Earmings 137,377,951 1460, 348 a50
Reserves 4.27 2t E6 5760 254, 073,535
Total Equity Attributable to Equity Holders 1,451 465,964 1,297, 850,276
Mon Control ing Interest
Tatal i:'.|:| uity 1451 465 964 1,297, 850,776
Fustal Liahilitics and Eqguity HO98, 197 583 T.519.995 403
Contingent Liohilities and Commitments 4.28 110,771,754 R 478 97R
Mot Assets Vilue per shore I3 W0 |- 436
Kizan Maskey Gambhir Man Tandukar Megh Raj Shrestha  Shambhu Prasad Shrestha Kinjal Pokhrel

Chairmydn Director Dhirector Directonr Propricio

Finjal & Associates
Chartered Accountants
Melta Prasud Dihal Bandana Baidhya Tuthasi Prasad Wisli Umesh Karki
Drirectior Director CED Head OFf Account
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Miteri Development Bank Limited
Statement of Profit or Loss
For the year ended 31 Ashad 2080 (July 16, 2023)

Bank

Particulars Note Ashad end 20840 Ashad end 2079
Interest Income 4.29 78,308,520 Ta9.027,337
Interest Expense 4.30 628,011,463 449,655,713
Net Lnterest Income 350,387,057 309,371,624
Fee and Commuission Income 4.31 15,894,617 26,495 Ho8
Fee and Commission Expense 4.32 1.325.610 912,512
Net Fee and Commission Income 14,569,007 25,583,386
MNet Interest, Fee and Commisson Income 364,956,063 334,955,010
Met Trading Income 4.33 - -
Other Operating Income 4.34 3.748.401 197 458
Total Operating Income 368,704,464 344,152,467
Impairment Charge/ (Reversal) for Loans and Other Losseq 4.35 469,860 Q. 743,778
Net Operating Income 368,234,604 334,408,689
Operating Expense
Personmel Expenses 4.36 V2275926 THR51.2449
Other Operating Expenscs 4.37 30,855,264 20223 811
Depreciation & Amortisation 4.38 11,775,310 12,513,033
Ope mtinE Profi 233,327,899 212,790,595
MNon Operating Income 4.39 - -
Non Operating Expense 4.40 - -
Profit Before Income Tax 233,327,599 212,790,595
Income Tax Expense 4.41

Current Tax 74,964,720 66,175,008

Deferred Tax (2,520,552} (1237711
Profit for the Period 160,883,731 147,853,298
Profit Attributable to:
Equity-holders of the Bank 100,883 T3] 147 853 298
Non-Conlrolling Inlerest
Profit for the Period 160,883,731 147,853,298
Earnings per Share
Basic Earnings per Shure 1585 1637
Diluted Earnings per Share 15.85 16.37

Kisan Maskey Gambhir Man Tandukar  Megh Raj Shrestha Shambho Prasad Shrestha

Chairman Director Director

Metra Prasad Dahal
Dvirector

Bandana Baidhyn

1)

Tulasi Prasad Wost
Director CEO

Kinjal Pokhrel
Proprietor

Kingal & Associales
Chartered Accountants

LImesh Karki
Head OF Account
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Miteri Development Bank Limited

Miteri Development Bank Limited
Statement of Other Comperhensive Income
For the vear ended 31 Ashad 2080 (July 16, 2023)

Eevsting ahd bayant

Bank
Particulars Ashad end 2080 Ashad end 2079
Profit for the vear 10,883,731 147.853,208
Other Comprehensive Income, Net of Income Tax
a) Items that will not be reclassified to profit or loss
Ciins/(losses ) from investment in equity mstruments measured at fair value {1, A0, 300004y (7 962, 600)
Crins/{losses) on revaluation - -
Actuanal gains{losses) on defined benefit plans (1221057} {LIR.026)
Income 1% relating 1o sbove items THE.807 2424 188
Net other comprehensive income that will not be reclassified to profit or loss (1.840.550) i5,050,438)
by} Ltems that are or may be veclassified to profit or loss
Crtins(Josses) on cash Row hedge
Exchange gains/{losses arising from translating financial assets of forelen operatior - -
Income tux relating to above ilems
Reclassify to profit or loss
Net other comprehensive income that are or may be reclassified to profit or loss - -
¢} Share of other comprehensive income of associate accounted as per equity methy - -
Other Comprehensive lneome Tor the year, Ned of Income Tax {1.840,550) (5,056,438)
Total Comprehensive Income for the Period 159043, 181 142,1%. 800
Total Comprehensive Income attnbutable to;
Equaty-Holders of the Bank 150,043 15 F42,196 860
Mom-Contmolling Interest
Totul Comprehensive Income for the Period 159,043,181 142,196.860

Gambhir Man Tandukiar
[Mrector

Kisan Maskey
Chairman

Metra Prasad Dahal
Director

Bandana Baidhya
Dhrector
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Megzh Raj Shresthn
Director

Tubasi Prasad Wosti

Shamblu Prasad Shrestha
[Director

Kinjal Pokhrel

Proprictor

Kinjal & Associnies
Chartered Accountants

Umesh Karki
CED

Head OF Account
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Miteri Development Bank Limited
Statement of Cash Flows
For the year ended 31 Ashad 2080 (July 16, 2023)

Bank

arieulars Al winad TORO Ackliand endd 2070
CASH FLOWS FROM OPERATING ACTIVITIES

Tstueren] Baovieivied DRSS 30 i Lt I e
Fee and Oither Income Heoeryved | 5890617 26 405 Bk

Blividend Received

Receipts from Oter ﬂ‘p-L'TIIHrIE Activiles 1,437 30 1. 152,059
Inbepest Paicd [t RUAR =t Y (443855 T
Ciommitieas s i Fess 1id {LN23614) (L2512
Cash I-'a;u-nu.'nl (TL] F!‘I‘q‘lilﬂ:l:l.:ﬂ (BT 052 312 {76,353 37
CMher Expoades Poid LI BES 260) (29 2IEL0)
Chperating Cash Flows before Changes in Operaling Assels and Linbilities Dy T N TIRAR, 727
(lncrease) Decrease in Operating Assels

Tue fenmm ‘."{n.-]'lu! Ras=tra Bonk PI4% u35 ul Ky A7 500 T
Pliwensent with HBanks and Financiil Tnstinieoss - -
Chther Trading Assels
Loama el Addvanees 1o BFIz (1T ) 242431331
Lawiinies sl Aslviances o Distomisrs AL Al 20 E I3 A0 BET
UMb Ausels K, 240,47 3,748,548
Increase {_Demnce} in Dpzrnlinl_ Liabilities
Drue 10 Banks end Financials Insmtuiions (LA s PR 14,027,541
Dhae b Muepal Rasemi Bank - .
Dremosit Fromm Customers A4 292 R 617,732,525
Borrow e - .
Chher Liabilities (1.2, 153} 44 2R0,502
Mot Cash Flow Trom Operating Activitles before Tax Maid ThE, 505 550 s, R, 4
Inciome Tax Faid [T, el T2} (6,175, (IR
Met Cosh Flow from Operating Activities N, B0 HAG T42,TTA 4R
CASH FLOWS FROM INVESTING ACTIVITIES
Furchase of Iovesiment Securities (B4 L0ET, TS RN ]
Recripts o Sale of Investinenl Soconlfics - -
Purchase ol Propery and Eauiposeni (5028032 (33,205 328
Receipts from Sale of Property amd Eguipmient UMY 1,274,298
Purchape of Intanmble Asiets [EARE L] (338,774)
Purchase of Investment Propertics (12,540,547 ) Lkl ] 140
Receipls from Sale of Investmenl Properiices - .
Interas Redeived 205424752 LU ST 1 T2
CHwidiend Reeeiviad 2 5601 2(H) &, 741, 100
Mt Cnsh Lsed in Investing Activities {597,842, 165) (P RT3 16}
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts ftom Isswe of Debr Securitics
Ripovinenis ol Debt Securitied
Rﬁ:uipti oo [ese of Subordimaied Liabilities
Repaviments of Subosdimned Linkilites
Rnﬂ:cipt from Lssue of. Shres .
Dhvisdends Padd (5 872 342) (5,581,630
Lrub et Padid
Chher Receiptn/ Payments (L3RR 761 (#656,435)
Mol Casls from Financiag Activities (7. 26KH.043) {11, 238.077)
Mot Inerenve {Decrease) In Cash and Cash Fgulvalemis KE.200. 627 208,318, W00
Crzh and Cash ELEquh:r:t: il Begimnine of the voor A24 563 TTH 532 HO9 ARD
Effeot of BExchonge Bute fTuctuaiions on Chsh asd Cirsh FEguivalents Held
Cash and Cash Equivalents at Emd of the year o 1 2,850 ik 22,563,776

Kism Maskey  Gambhir Man Tandukar - Megh Raj Shresth. Shambhu Prusad Shrestha - Kinjul Pakhie|
Chusirmin Dhirestor Priveetor Ehireutor Proprictor
Kinjul & Assoviates
Chariered Avcountis
Metrie Prasud Dabal  Bandana Baidhya Tulise Prasid Wosti Lrmesh Karka
Mhrector Dhrector CEO Head OF Aceoint
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Miteri Development Bank Limited

MITERI DEVELOPMENT BANK LIMITED
SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO THE
FINANCIAL STATEMENTS

SIGNIFICANTACCOUNTING POLICIES ANDNOTES TO THE FINANCIALSTATEMENTS
The accounting policies set out below have been applied consistently to all periods presented in these
Financial Statements, unless otherwise indicated,

1. REPORTING ENTITY

Miteri Development Bank Limited is registered at "Company Register Office” under Companies Act.
2063 and is licensed by Nepal Rastra Bank under Banking and Financial Institution Act, 2073 as 'B' class
Development Bank. The bank started its operation since 20603/06/27 and currently providing the financial
services in eastern region of Nepal i.e., in Morang, Sunsari and Jhapa Districts. Bank is licensed by NRB
for working in 5 Districts namely Morang, Sunsari, Jhapa, Udhaypur and Dhankuta.

The bank is promoted by a group of experienced and highly motivated individuals from all groups. The
promuoters include Professional Bankers, Doctors, Entrepreneurs, Educationalists and Technocrats. Besides.
more number of promoters includes from Dharan municipality.

The Bank is listed on Nepal Stock Exchange and its stock symbol is “MDB™,

2. BASIS OF PREPARATION

The financial statements of the Bank have been prepared on accrual basis of accounting except the Cash Flow
Statement, which is prepared on a cash basis, using the direct method. The financial statements comprise
the Statement of Financial Position, Statement of Profit or Loss and Statement of Other Comprehensive
Income, the Statement of Changes in Equity, the Statement of Cash Flows and the Notes to the Accounts of
the Bank. The accounting policies are consistently applied 1o all the years presented, except for the changes
in accounting policies disclosed specifically.

2.1. Statement of Compliance

The financial statements have been prepared and approved by the Board of Directors in accordance with
Mepal 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.

2.2. Reporting Period
Reporting Period is a period from the first day of Shrawan (Mid July) of any year to the last day of Ashad
(Mid July) of the next year as per Nepali calendar.

qc 3t mftfes uiddger-2oue/oco 3y
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Nepali Calendar English Calendar

Current Year 2079/80 2022/23

Previous Year 2078/79 2021722

Current Year Period Shrawan 01, 2079 Lo July 17,2022 to
Ashad 31, 2080 July 16, 2025

Previous Year Period Shrawan 01. 2078 to July 16, 2021 to
Ashad 32, 2079 July 16, 2022

2.3. Functional and Presentation Currency

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

2.4, Use of Estimates, Assumptions and Judgment

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. The NFRS requires the Bank to
mike estimates and assumptions that will affect the assers, liabilities, disclosure of contingent assets and
linbilities. 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 recognized in the period in which the estimates are
revised and are applied prospectively. Disclosures of the accounting estimates have been included in the
relevant sections of the notes wherever the estimates have been applied along with the nature and effect of
changes of accounting estimates, if any,

2.5, Changes in Accounting Policies

The Company has consistently applied the accounting policies to all penods presented in these financial
statements except for new or revised statements and interpretations implemented during the year, The nature
and effect of new standards and interpretations are discussed in note that follows.

2.6. New Reporting standards issued but not effective

For the reporting of financial instruments. NAS 32 Financial Instruments Presentation, NAS 39 Financial
Instruments Recognition and Measurements and NFRS 7 Financial Instruments — Disclosures have been
applied. NFRS 9 has been complied for the classification of Financial Instruments, Few carve-outs on
applicable Accounting Standards as provided by the Institute of Chartered Accountants of Nepul have been
used by the Bank, the quantitative and gualitative impact of the same have been disclosed in detail in
Notes to the Accounts. Further, a number of new standards and amendments 1o the existing standards and
interpretations have been issued by Internutional Accounting Standard Board after the pronouncements
of NFRS with varying effective dates. Those become applicable when Accounting Standard Board Nepal
incorporates them within NFRS.
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2.7. Discounting
Non-current assets and liabilities are discounted where discounting is material. Interest income and expenses
have been recognized on unwinding of financial assets and liabilities respectively,

2.8. Materiality and Aggregation

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

2.9. Prior Period Errors

Prior Period Errors are omissions or misstatcments in an entity’s financial statements, Such omissions may
relate 1o one or more prior periods. Correction of an error is done by caleulating the cumulative effect of
the change on the financial statements of the period as if new method or estimate had always been used for
all the affected prior years” financial statements. Sometimes such changes may not be practicable. In such
cases, itis applied to the latest period possible by making corresponding adjustment to the opening balance
of the period.

3. SIGNIFICANT ACCOUNTING POLICIES

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

3.1. Basis of Measurement

The Financial Statements of the Bank have been prepared on the historical cost basis, except for the

following material items in the Statement of Financial Position:

#  Available for sale investments (guoted) are measured at fair value.

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

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

3.2. Cash and cash equivalents

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

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

3.3. Financial assets and Financial Liabilitics

Initial Recognition

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

Recognition and Initial Measurement of Financial Instruments

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

Classitication and Subsequent Measurement of Financial Instruments

Classification and Subsequent Measurement of Financial Assets

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

(a)

(b)
()
(d)

Financial assets at fair value through profit or loss

i. Financial assels held for trading

ii. Financial assets designated at fair value through profit or loss
Held to Maturity Financial Assets

Louns and Receivables

Financial assets available for sale

The subsequent measurement of financial assets depends on their classification.

Financial Assets at Fair Value through Profit or Loss
A financial asset is classified as fair value through profit or loss if it is held for trading or is designated
at fair value through profit or loss.

fi) Financial Assets Held for Trading

(i)

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

Financial assets held for trading are recorded in the Statement of Financial Position at fair value.
Changes in fair value are recognized in *Net trading income’. Dividend income is recorded in “Net
truding income” when the right 10 receive the payment has been established

Bank evaluates its held for trading asset portfolio, other than derivatives, to determine whether the
intention to sell them in the near future is still appropriate. When Bank is unable to trade these financial
assets due to inactive markets and management’s intention 1o sell them in the foreseeable future
significantly changes, the Bank may elect to reclassify these financial assets. Financial assets held
for trading include instruments such as government securities and equity instruments that have been
acquired principally for the purpose of selling or repurchusing in the near term.

Financial Assets Designated at Fair Value through Profit or Loss
Bank designates financial assets at fair value through profit or loss in the following circumstances:

Such designation eliminates or significantly reduces measurement or recognition inconsistency that
would otherwise arise from measuring the assets.
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The assets are part of a group of Financial assets, financial liabilities or both, which are managed and
their performance evaluarted on a fair value basis, in accordance with a documented risk management
OF investment strategy.

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

Financial assets designuted at fair value through profit or loss is recorded in the Statement of Financial
Position at fair value, Changes in fair value are recorded in *Net gain or loss on financial instruments
designated at fair value through profit or losses’ in the Statement of Profit ar Loss. Interest earned is
accrued under “Interest income’. using the effective imterest rate method, while dividend income is
recorded under *Other operating income” when the right to receive the payment has been established.

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

Held to Maturity Financial Assets

Held to Maturity: Financial Assets are non-derivative financial assets with fixed or determinable
payments and fixed maturities which the Bank has the intention and ability to hold to maturity. After
the initial measurement, held to maturity financial investments are subsequently measured at amortized
cost using the effective interest rate. less impairment. The amortization is included in *Interest income’ in
the Statement of Profit or Loss. The losses ansing from impairment of such investments are recognized
in the Statement of Profit or Loss.

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

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

Those that the Bank. upon initial recognition. designates as available for sale

Those for which the Bank may not recover substantially all of its imitial investment through contractual
cash flows, other thun because of credit deterioration.

After imtial measurement, loans and receivables are subsequently measured at amortized cost using
the effective interest rate, less allowance for impairment. Within this category, loans and advances to
the customers have been recognized at amortized cost using the method that very closely approximates
cffective interest rate method. The amortization is included in “Interest Income’ in the Statement of
Profit or Loss. The losses arising from umpairment are recognized in *Impairment charge / reversal for
loans and other losses™ in the Statement of Profit or Loss.

Financial Assets Available lor Sale

Available for sale financial assets include equity and debt securities. Equity Investments classified as
*Available for Sale” are those which are neither elassified as *Held for Trading’ nor “Designated at air
value through profit or loss’. Debt securities in this category are intended to be held for an indefinite
period of time and may be sold in response o needs for lHguidity orin response 1o changes in the market
conditions.

After initial measurement, available for sale financial investments are subsequently measured at fair
value. Unrealized gains and losses are recognized directly in equity through *Other comprehensive
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income / expense’ in the *Available for sale reserve’, When the investment is disposed of the cumulative
gain or loss previously recognized in equity is recognized in the Statement of Profit or Loss under
*Other operating income’. Where Bank holds more than one investment in the same security, they
are deemed to be disposed of on & first-in-first-out basis. Interest earned whilst holding * Available for
sale financial  investments” 1s reported as ‘Interest income” using the effective interest rate. Dividend
carned whilst holding *Available For sale financial investments” are recognized in the Statement of
Profit or Loss as “other operating income’ when the right (o receive the payment has been established,
The losses arising from impairment of such investments are recognized in the Statement of Profit or
Loss under *lmpairment charge for loans and other losses” and removed from the *Available for sale
reserve’.

Financial assets under AFS that are monetary securities denominated in a foreign currency — translation
differences related to changes in the amortized cost of the security are recognized in income stutement
and other changes in the carrying amount are recognized in other comprehensive income.

In the normal course of business, the fair value of a financial instrument on initial recognition is the
transaction price (that 1s, the fair value of the consideration given or received). In certain circumstances,
however, the fair value will be based on other observable current market transactions in the same
mstrument, without modification or repackaging, or on a valuation techmque whose variables include
only data from observable markets, such as interest rate yield, option volatilities and currency rates,
When such evidence exists, the Bank recognizes a trading gain or loss on imception of the financial
mstrument, being the difference between the transaction price and fair value,

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

Classification and Subsequent Measurement of Financial Liabilities
At the inception, Bank determines the classification of its financial liabilities. Accordingly, financial
liabilities are classified as:
{a) Financial liabilities at fair value through profit or loss
i. Financial habilities held for trading
ii. Financial habilites designated at fair value through profit or loss
{b) Financial liabilities at amortized cost

fa) Financial Liabilities at Fair Value through Profit or Loss
Financial Liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilitics designated upon mitial recognition as fair value through profit or loss, Subsequent
{0 initial recognition, financial liabilities at fair value through profit or loss are measured at fair value
and changes therzin are recognized in profit or loss.

(i} Financial Liabilities Held for Trading
Financial Habilities are classified as held for trading if they are acquired principally for the purpose of
selling or repurchasing in the near term or holds as a part of a portfelio that i1s managed together for
short-term profit or position taking. This category includes derivative financial instrument entered into
by Bank that are not designated as hedging instruments in hedge relationships as defined by Nepal
Accounting Standard - NAS 39 (Financial Instruments: Recognition and Measurement).
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(h)

Bank designates financial liabilities at fair value through profit or loss at following circumstances:
Such designation eliminates or significantly reduces measurement or recognition inconsistency that
would otherwise arise from measuring the habilities,

The liabilities are part of a group of Financial assets, financial liabilities or both, which are managed and
their performance evaluated on a fair value basis, in accordance with a documented risk management
or investment strategy

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

Financial Liabilities At Amortized Cost

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

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

Reclassification of Financial Instruments
fa) Reclassification of Financial Instruments At faiv value through profit or loss’,

Bank does not reclassify denvative financial instruments out of the fair value through profit or loss
category when it is held or issued.

Mon-derivative financial instruments designated at fair value through profit or loss upon initial
recognition is not reclassified subsequently out of fair value through profit or loss category.

Bank may, in rarg circumstances reclassify financial instruments out of fair value through profit or
loss category if such instruments are no longer held for the purpose of selling or repurchasing in
the near term notwithstanding that such financial instruments may have been acquired principally
for the pumpose of selling or repurchasing in the near term, Financial assets classified as fair value
through profit or loss at the initial recognition which would have also met the definition of *Loans and
Receivables” as at that date is reclassified out of the fair value through profit or loss eategory only if
Bank has the intention and ability to hold such asset for the foreseeable future or until maturity,

The fair value of financial instruments at the date of reclassification is treated as the new cost or
amortized cost of the financial instrument after reclassification. Any gain or loss already recognized
in respeet of the reclassified financial instrument until the date of reclassification is not reversed to the
Statement of Profit or Loss.

If a financial asset is reclassified, and if Bank subscquently increases its estimates of the future cash
receipts as a resull of increased recoverability of those cash receipts, the effect of that increase is
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recognized as an adjustment to the effective interest rate from the date of the change in estimate
rather than an adjustment to the carrving amount of the asset at the date of change in estimate.

{by Reclassification of *Available for sale’ Financial Instruments

i)

ii)

Bank may reclassify financial assets out of available for sale category as a result of change in intention
or ability or i rare circumstances that a reliable measure of fair value is no longer available.

A financial asset classified as available for sale that would have met the definition of loans and
receivables at the initial recognition may be reclassified out of available for sule category to the loans
and receivables category if Bank has the intention and ability to hold such asset for the foreseeable
future or until maturity.

The fair value of financial instruments at the date of reclassification is treated as the new cost or
amortized cost of the financial instrument atter reclassification, Difference between the new amortized
cost and the maturity value is amortized over the remaining life of the asset using the effective interest
rate, Any gain or loss already recognized in Other Compreliensive Income in respect of the reclassified
financial instrument 15 accounted as follows:

Financial assets with fixed maturity:

Gain or loss recognized up to the date of reclassification is amortized to profit or loss over the remaining
life of the investment using the effective interest rate, If the financial asset is subsequently impaired,
any previous gain or loss that has been recognized in other comprehensive income 1s reclassified from
equity to profit or loss.

Financial assets without fixed maturity :

Giain or loss recognized up to the date of reclassification is recognized in profit or loss only when the
financial asset is sold or otherwise disposed of. If the financial asset is subsequently impaired. any
previous gain or loss that has been recognized in other comprehensive income is reclassified from
cyuity to profit or loss,

If a financial asset is reclassified, and if Bank subsequently increases its estimates of future cash receipts
as 4 result of increased recoverability of those cash receipts, the eflfect of that increase is recognized
as an adjustment to the effective interest rate from the date of the change in estimate rather than an
adjustment to the carrying amount of the asset at the date of change in estimate,

{e) Reclassification of *Held to Maturity” Financial Instruments

As a result of u change in intention or ability, if it is no longer appropriate to classify an investment as
held to maturity, Bank may reclassify such financial assets as available for sale and re- measured at fair
value, Any difference between the carrying value of the financial asset before reclassification and fair
vitlue 1s recognized in equity through other comprehensive income.

However, if Bank were to sell or reclassify more than an imsignificant amount of held to maturity
investments before maturity [other than in certain specific circumstances permitted in Nepal Accounting
Standard - NAS 39 Financial Instruments: Recognition und Measurement)], the entire category would be
tainted and would have to be reclassified as *Available for sale”. Furthermore, Bank would be prohibited
from classifying any financial assets as "Held to Maturity’ during the following two years. These
reclassifications are at the election of management and determined on an instrument by instrument basis.
De-recognition of Financial Assets and Liabilities
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{a) De-recognition of Financial Assels
Bank derecognizes a financial asset (or where applicable a part of financial asset or part of a group of
similar financial assets) when:

»  The nghts to receive cash Hows from the asset have expired; or

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

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

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

When Bank has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement and has neither transferred nor retained substantially all of the risks and rewards
of the asset nor transferred control of the assct, the asset 15 recognized to the extent of the Bank's
continuing involvement in the asset. In that case, Bank also recognizes an associated liability. The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that Bank has retamed.

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

Tepay.

When securities classified as awvailable for sale are sold. the accumulated fair value adjustments
recognized in other comprehensive income are reclassified to income statement as gains and losses
from investment securities.

{h) De-recognition of Financial Liabilities
A financial liability 1s derecopnized when the oblipation under the liability is discharged or cancelled
or expired. Where an existing fimancial Liability is replaced by another from the same lender on
substantially different terms or the terms of an existing liability are substantially modified, such an
exchange or modification is treated as de-recognition of the original liability and the recognition of a
new liability.

The difference between the carrying value of the original financial liability and the consideration paid
is recognized in profit or loss,

(¢} Repurchase and Beverse Repurchase Agreements
Securities sold under agreement to repurchase at a specified future date are not de-recognized from
the Statement of Financial Position as the Bank retains substantially all of the risks and rewards of
ownership, The corresponding cash received is recognized in the Statement of Financial Position us
a liability with a corresponding obligation to return it, including accrued interest under *Securities
sold under repurchase agreements”, reflecting the transaction’s economic substance to the Bank. The
difference between the sale and repurchase prices is treated as interest expense and is accrued over the
lite of the agreement using the effective interest rate. When the bank has the right to sell or re-pledge
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the securities, the Bank reclassifies those securities in its Statement of Financial Position as “Financial

assets held for trading pledged as collateral or *Financial assets available for sale pledged as collateral,
as appropriate.

Conversely, securities purchased under agreements to resell at future date are not recognized in the
Statement of Financial Position. The consideration paid, including acerued interest, 15 recorded in the
Statement of Financial Position, under “Reverse repurchase agreements’ reflecting the transaction’s
economic substance to the Bank. The difference hetween the purchase and resale prices is recorded
as ‘Interest income’ and is accrued over the hife of the agreement using the effective interest rate. If
securities purchased under agreement to resell are subsequently sold to third parties, the obligation
to return the securities is recorded as a shont sale within ‘Financial liabilities held for trading” and
measured at fair value with any gains or losses included in *Net trading income’.

Offsetting of Financial Instruments

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

Amortized Cost Measurement

The Amortized cost of a financial asset or liability is the amount at which the finaneial asset or liability is
mieasured at initial recognition, minus principal repayments, plus or minus the cumulative amortization
using the effective interest method of any difference between the imitial amount recognized and the maturity
amount, minus any reduction for impairment.

Fair Value Measurement

Fair value” is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an
orderly transaction between market participants at the measurement date in the principal or, in its absence.
the most advantageous market to which the Bank has access at that date. The fair value of liability reflects
its non-performance risk. When available, the Bank measures the fair value of an instrument using the
guoted price in an active market for that instrument (Level Olvaluation), A market is regarded as active
if transactions for the asset or liability take place with sufficient frequency and volume to provide pricing
information on an ongoing basis on an arm’s length basis,

If there is no quoted price in an active market, then the Bank uses valuation techniques that maximize
the use of relevant observable inputs and minimize the use of unobservable inputs, The chosen valuation
technique ncorporates all of the factors that market participants would take into account in pricing a
transaction. Valuanon techniques include using recent arm’s length transactions between knowledgeable,
willing parties (it available), reference to the current fair value of other instruments that are substantially the
same, discounted cash flow analyses and option pricing models. Inputs to valuation techniques reasonably
represent market expectations and measures of the risk-return factors inherent in the financial instrument.
The Bank calibrates valuation techniques and tests them for validity using prices from observable current
market transactions in the same instrument or based on other available observable market data. Assets
and long positions are measured at a bid price: liabilities and short positions are measured at an ask price.
Where the Bank has positions with offsetting risks, mid-market prices are used to measure the offsetting risk
positions and a bid or asking price adjustment is apphied only to net open position as appropriate.
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The best evidence of the fair value ofa financial instrument at initial recognition is normally the transaction
price - i.e. the fair value of the consideration given or received. [ the Bank determines that the fair value at
initial recognition differs from the transaction price und the fair value is evidenced neither by a quoted price
in an active market for an identical asset or liability (Level 01 valuation)nor based on a valuation technique
that uses only data from observable markets (Level (2 valuation). then the financial instrument 15 initially
measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the
transaction price. Subsequently, that difference is recognized in profit or loss on an appropriate basis over
the life of the instrument but not later than when the valuation 1s wholly supported by observable market
data or the transaction is closed out,

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

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

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

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

Impairment of Financial Assets

Bank assesses at cach reporting date, whether there is any objective evidence that a financial asset or group
of financial assets not carried at fair value through profit or loss is impaired. A financial asset or group of
financial assets is deemed to be impaired if and only if there is objective evidence of impairment as a result
of one or more events, that have oceurred after the initial recognition of the asset (an “meurred loss event’)
and that loss event (or events) has an impact on the estimated future cash Aows of the financial asset or
group of financial asscts that can be reliably estimated.

Evidence of impairment may include: indications that the boarrower or a group of borrowers is experiencing
significant financial difficulty; the probability that they will enter bankruptcy or other financial reorganization;
default or delinquency in interest or principal paymenits; and where observable data indicates that there 15 a
measurable decrease in the estimated future cash Aows, such as changes in arrears or economic conditions
that correlate with defaults,

{a) Impairment of Financial Assets carried at Amortized Cost

For financial assets carried at amortized cost, such as amounts due from banks. held to maturity
investments ctc,, Bank first assesses individually whether objective evidenee of impairment exists
for financial assets that are individually significant or collectively for financial assets that are not
mdividually significant, In the event Bank determines that no objective evidence of impairment exists
for an individually assessed financial asset, it includes the asset in a group of financial assets with
similar eredit risk charactenstics such as collateral type, past due status and other relevant factors
and collectively assesses them for impairment. However, assets that are individually assessed for
impairment and for which an impairment loss is or continues to be recognized are not ncluded in 2
collective assessment of impairment,
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If there is an objective evidence that an impairment loss has been incurred, the amount of the loss is
measured as the difference between the assets” carrying amount and the present value of estimated
future cash Aows (excluding future expected eredit losses that have not yet been incurred), The earrying
amount of the assel 15 reduced through the use of an allowance account and the amouni of the loss s
recognized in the income statement, Interest income continues to be accrued on the reduced carrying
amount and is secrued using the rete of interest used to discount the future cash Bows for the purpose
of measuring the impairment loss.

If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current
closely approximates effective interest rute. If the Bank has reclassified trading assets to loans and
advances, the discount rate for measuring any impairment loss is the new closely approximates
effective interest rate determined at the reclassification date. The calculation of the present value of the
estimated future cash Aows of a collateralized finuncial asset reflects the cash flows that may result from
foreclosure Jess costs for obtaining and selling the collateral, whether or not foreclosure is probable.

(i) Individually Assessed Financial Assets

The criteria used to determine whether there 15 objective evidence of impairment include and not
limited to:

Known Cash Flow difficulties experienced by the borrowers:

Past due contractual payments of cither principal or interest;

Breach of loan covenants or conditions;

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

A significant downgrading in credit rating by an external credit rating agency.

YV WYY

I there is objective evidence that an impairment loss on financial assets measured at amortized cost has been
incurred, the amount of the loss 1s measured by discounting the expected future cash flows of a financial
assel at its original effective interest rate and comparing the resultant present value with the financial asset’s
current carrying amount, The impairment allowances on individually significant accounts are reviewed
more regularly when circumstances require. This normally encompasses re-assessment of the enforceability
of any collateral held and the timing and amount of actual and anticipated receipts. Individually assessed
impairment allowances are only released when there is reasonable and objective evidence of reduction in
the established loss estimate. Interest on impaired assets continues to be recognized through the unwinding
of the discount.

Louns together with the associated allowance are written off when there is no realistic prospect of future
recovery and all collateral has been realized or has been transferred to the Bank. 1f, in a subsequent year,
the amount of the estimated impairment loss increases or decreases because of an event occurring after the
impairment was recognized, the previously recognized imparment loss 15 imereased or redueed by adjusting
the allowance account. If a future write off is later recovered, the recovery is credited to the impairment
charges for loans and other losses.

When impairment losses are determined for those financial assets where objective evidence of impairment

exists, the following common factors are considered:

#  Bank's aggregate exposure to the customer.

¥ The viability of the customer’s business model and their eapacity to trade suceessfully out of financial
difficulties and generate sufficient cash flows to service debt obligations;

#  Theamount and timing of expected receipts and recovernies;

e 18" Annual Report-2079/080



»
Miteri Development Bank Limited
Bavking ahd bepanid

#  The extent of other creditors ‘commitments ranking ahead of, or pari-pasu with the Bank and the
likelihood of other creditors continuing to support the company:
#  The realizable value of security and likelihood of successful repossession;

(ii) Collectively Assessed Financial Assets

limpairment is assessed on a collective basis in two circumstances:
#  To cover losses which have been incurred but have not yet been identified on loans subject to individual
assessment; and
For homogencous groups of loans that are not considered individually significant.
Incurred but not yvet identified impairment
Individually assessed financial assets for which ne evidence of loss has been specifically identified on
an individual basis are grouped together according to their credit risk characteristics for the purpose
of calculating an estimated collective loss. This reflects impairment losses that the bank has incurred
as a result of events occurring before the reporting date, which the Bank is not able to identify on an
individual loan basis and that can be reliably estimated.

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

The collective impairment allowance is determined afier taking into account:

% Historical Loss Experience in portfolios of similar credit risk: and

7 Management’s experienced judgment as to whether current economic and credit conditions are such
that the actual level of inherent losses at the reporting date is like to be greater or less than that suggested
b historical experience.

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

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

After grouping of loans on the basis of homogeneous risks, the Bank vses net flow rate method. Under
this methodelogy the movement in the outstanding balance of customers into default categories over the
periods is used 1o estimate the amount of financial assets that will eventually be irrecoverable, as a result of
the events occurring before the reparting date which the Bank is not able to identify on an individual loan
basis.

Under this methodology, loans are grouped into ranges according 1o the number of days in arrears and
statistical analysis is used to estimate the likelihood that loans in each range will progress through the
various stages of delinquency and ultimately prove irrecoverable.

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

#  Recent loan portfolio growth and product mix

#  Unemployment rates

»  Gross Domestic Production (GDP) Growth
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Infiation

Interest rates

Changes in government laws and regulations
Property prices

Payment status

(iii) Reversal of Impairment

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

(iv) Write-off of Financial Assets Carried at Amortized Cost

Financial assets (and the related impairment allowance accounts) are normally written oft either
partially or in full, when there 15 no realistic prospeet of recovery. Where there is no realistic prospect
of recovery. Where financial assets are secured, this is generally afier receipt of any proceeds from the
realization of security.

{v) Impairment of Rescheduled Loans and Advances

Where possible, the Bank seeks to restructure loans rather than to take possession of collateral. This
may invelve extending the payment arrangements and the agreement of new lean conditions. Onee the
terms have been renepotiated, any impairment is measured using the original EIR as calculated before
the modification of terms and the loan is no longer considered past due. Management continually
reviews renegotiated loans to ensure that all entena are met and that future payments are likely to
oeeur, The loans continue to be subject w4 criteria are met and that future payments are likely to occur,
The loans continue to be subject to an individual or collective impairment assessment. calculated using
the loan’s original effechive interest rate (EIR).

(vi) Collateral Valuation

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets, The collateral
comes in various forms such as cash, securities, letters of credit/euarantees, real estate, receivables,
inventories. other non-financial assets and credit enhancements such as netting agreements. The fair
vilue of collateral 1s generally assessed, at a minimum, at inception and based on the guidelines issued
by the Nepal Rastra Bank, Mon-financial collateral, such as real estate, 15 valued based on data provided
by third parties such as independent valuator and audited financial statements.

(vii) Collateral Legally Repossessed or Where Properties have devolved to the Bank

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

These assets are shown as Legally Repossessed Collateral under “Other Assets,”

(b) Impairment of Financial Assets — Available for Sale

For available for sale financial investments. Bank assesses at each reporting date whether there is
abjective evidence that an investment is impaired.
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In the case of debt instruments, Bank assesses individually whether there is objective evidence of
impairment based on the same eriteria as financial agsets carried at amortized cost. However, the amount
recorded for impairment is the cumulative loss measured as the difference between the amortized cost
and the current fair value, less any impairment loss on that investment previously recognized in the
Income Statement. Future interest income is based on the reduced carrying amount and is acerued using
the rate of interest used to discount the future cash Aows for the purpose of measuring the impairment
loss. If, in a subsequent period, the fair value of a debt instrument increases and the increase can be
objectively related to a credit event occurring after the impairment loss was recognized, the impairment
loss is reversed through the Income Statement.

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

Bank writes-ofT certain available for sale financial investments when they are determined to be
uncollectible.

3.4. Trading Assets

One of the categories of financial assets at fair value through profit or loss 15 “held for trading” financial
assets. All financial assets acquired or held for the purpose of selling in the short term or for which there is
a recent pattern of short-term profit taking are trading assets.

3.5, Derivatives assets and derivative liabilities

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

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

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

Recognition

Property, plant and cquipment are tangible items that are held for use in the production or supply of
services, for rental to others or for admimstrative purposes and are expected to be used durmg more than

one perind. The Bank applies the requirements of the Nepal Accounting Standard - NAS 16 (Property,
Plant and Equipment) in accounting for these assets, Property, plant and equipment are recognized if it is

probable that future economic benefits associated with the asset will flow to the entity and the cost of the
assel can be measured reliably measured.

Measurement

An item of property, plant and equipment that qualifies for recognition as an asset is initially measured at its
cost, Cost includes expenditure that is directly attnibutable to the acquisition of the asset and cost incurred
subsequently to add to, replace part of an item of property, plant& equipment, The cost of sell=constructed
assets includes the cost of materials and direct labor, anv other costs directly attributable to bringing the
asset to 4 working condition for its intended use and the costs of dismantling and removing the items
and restoring the site on which they are located. Purchased software that is integral to the functionality
of the related equipment is capitalized as part of computer equipment. When parts of an item of property
or equipment have different usctul lives, they are accounted for as separate items (major components) of
property, plant and equipment.

Cost Model

Property and equipment is stated at cost excluding the costs of day—to—day servicing, less accumulated
depreciation and accumulated impairment in value. Such cost includes the cost of replacing part of the
equipment when that cost 15 incurred. if the recognition criteria are mel.

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

On revaluation of an asset, any increase in the carrying amount is recognized in *Other comprehensive
income” and accumulated in equity, under capital reserve or used to reverse a previous revaluation decrease
relating to the same agset, which was charged 1o the Statement of Profit or Loss. In this circumstance, the
increase is recognized as income to the extent of previous write down. Any decrease in the carrying amount
15 recognized as an expense in the Statement of Profit or Loss or debited to the Other Comprehensive
income to the extent of any credit balunce existing in the capital reserve in respect of that asset.

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

Subsequent Cost

The subsequent cost of replacing o component of an item of property. plant and equipment is recognized in
the carrying amount of the item, if 1t is probable that the future economic benefits embodied within that part
will flow to the Bank and it can be reliably measured. The cost of day to day servicing of property, plant and
cauipment are charged to the Statement of Profit or Loss as incurred.

Depreciation

Depreciation s calculated by using the written down value method on cost or valuation of the Property
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& Eguipment other than freehold land and leasehold properties. Depreciation on leaschold properties is
calculated by using the straight line method on cost or valuation of the property. The rates of depreciations
are piven below:

Rate of Depreciation per annum (%)

Asset Category For the year ended 16 July | For the year ended 16 July
! 2023 : 0
Freehold Buildings - -
Motor Vehicles 20% 20%
Computer Equipment 25% 25%
Furniture, Office Equipment 25% 25%
Leasehold Properties 15% 15%

Changes in Estimates
The asset's methods of depreciation are reviewed, and adjusted if appropriate, at each financial yvear end,

Capital Work in Progress

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

Borrowing Costs

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

De-recognition

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

3.7. Goodwill and Intangible Assets

Recognition

An intangible asset is an identifiable non-monetary asset without physical substance, held for use in the
production or supply of goods or services, for rental to others or for administrative purposes. An intangible
asset is recognized if 1t is probable that the future economic benefits that are attributable 1o the asset will
flow to the entity and the cost of the asset can be measured reliably, An intangible asset is initially measured
at cost. Expenditure incurred on an intangible item that was initially recognized as an expense by the Bank
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in previous annual Financial Statements or interim Financial Statements are not recognized as part of the
cost of an intangible asset-at a later date.

Computer Software & Licenses

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

Subsequent Expenditure

Expenditure mcurred on sottware is capitalized only when it 1s probable that this expenditure will enable
the asset to generate future economic benefits in excess of its origmally assessed standard of performance
and this expenditure can be measured and attributed to the asset reliably. All other expenditure is expensed
as incurred.

Goodwill is measured at cost less accumulated impairment losses,

Amortization of Intangible Assets

Intangible Assets, except for goodwill, are amortized on a straight-line basis in the Statement
of Profit or Loss from the date when the asset is available for use, over the best of its useful
economic life based on a pattern in which the asset’s economic benefits are consumed by the bank.
Amortization methods, useful lives. residual values are reviewed at each financial year end and
adjusted if appropriate. The Bank assumes that there i1s no residual value for its intangible assets.

Asset Category For the vear ended 16 July For the vear ended 16
2023 July 2022
Computer Software _ Over 3 years Over 5 years
Licenses Ower 5 years Orver 5 years

Die-recognition of Intangible Assets

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

3.8. Investment Property

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

Measurement

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

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

3.9. Income Tax

Asper Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount included in
determination of profit or loss for the period in respect of current and deferred taxation. Income Tax expense
15 recognized in the statement of Profit or Loss, except to the extent it relates to items recognized directly
in equity or other comprehensive income in which case it is recognized in equity or in other comprehensive
INCome.

Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland Revenue
Department in respect of the current vear, using the tax rates and tax laws enacted or substantively enacted
on the reporting date and any adjustment to 1ax payable in respect of prior years,

Deferred Tax
Deferred tax is provided on temporary differences at the reporting date between the tax bases of assels and
liabilities and their carrying amounts for financial reporting purposes, Deferred tax liabilities are recognized
for all taxable temporary differences except:
¥ Where the deferred tax liability arises from the initial recognition of goodwill or of an assel or liability
in a transaction that is not 8 business combination, and at the time of transaction, affects neither the
accounting profit nor taxable profit or loss,

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

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

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

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

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

Deferred tux assets and liabilitics are measured at the tax rates that are expected to apply in the year when
the asset is realized or the liability is settled. based on tax rates (and tax laws) that have been enacted or
substantively enacted at the reporting date,
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Current and deferred tax assets and liabilities are offset only to the extent that they relate t0 income taxes
imposed by the same taxation authority.

310, Deposits, debt securities issued and subordinated liabilities

Deposits, debt securities issued and subordinated liabilities are the Bank's sources of funding. Deposits
include non-interest bearing deposits, saving deposits, term deposits, call deposits and margin deposits,
The estimated fair value of deposits with no stated maturity period is the amount repayable on demand. The
fair value of fixed interest bearing deposits is considered as the interest receivable on these deposits plus
carrying amount of these deposits. The fair value of debt securities issued is also considered as the carrying
amount of these debt securities issued. Sub-ordinated hiabilities are liabilities subordinated. at the event of
winding up, to the elaims of depositors, debt securities issued and other ereditors,

A.11. Provisions

A provision is recognized if, as a result of a past event, the Bank has a present legal or constructive obligation
that can be estimated reliably, and it is probable that an outfiow of economic benefits will be required to
settle the obligation. The amount recognized is the best estimate of the consideration required to settle the
present obligation ot the reporting date, taking in to account the risks and uncertaintics surrounding the
obhigation at that date. Where a provision is measured using the cash fiows estimated to settle the present
obligation, its carrying amount is determined based on the present value of those cash flows. A provision for
onerous contracts is recognized when the expected benefits to be derived by the Bank from a contract arc
lower than the unaveidable cost of meeting its obhigations under the contract. The provision 1s measured as
the present value of the lower of the expected cost of terminating the contract and the expected net cost of
continuing with the contract. Provisions are not recognized for future operating losses,

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

3.12. Revenue Recognition

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

Interest Income

For all financial assets measured at amortized cost, interest bearing financial assets elassified as Fair value
through other comprehensive income, interest income is recorded using the rate that closely approximates
the EIR because the bank considers that the cost of exact calculation of effective interest rate method
exceeds the benefit that would be derived from such compliance. EIR is the rate that exactly discounts
estimated future cash payments or receipts through the expected life of the financial instrument or a shorter
period, where appropriate, to the net carrying amount of the financial asset or financial liablity.

Further. Interest income on Loans and Advances is recognized as per the guideline on recognition of interest
imcome, 2019 issued by NRB,

Fee and Commission Income

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

advisory fees and service distribution fees are recognized based on the applicable contracts, usually on a
time apportionment basis.

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

Net Trading Income

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

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

Trading assets such as equity shares and mutual fund are recognized at fair value through profit or loss. No
other financial instruments are designated at fair value through profit or loss, The bank has no income under
the heading net income from other financial instrument at fair value through profit or loss.

313, Interest Expense

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

3.14, Employee Benefits
Emplovee benefits include:
+  Short-term employee benelits such as the following, if expected to be settled wholly before twelve
months after the end of the annual reporting period in which the employees render the refated services:
I.  Wages. salaries and social security contributions;
1. Paid annual leave and paid sick leave;
iii.. Profit sharing and bonuses, and
iv. Non-monetary benefits (such as medical care, housing, cars and free or subsidized goods or services)
lor current employees;
Short term employee benefits are measured on an undiscounted basis and are expenses as the related service
is provided. A liability 1s recogmized for the amount expected to be paid under short term cash bonus or
profit sharing plans if the Bank has present legal or constructive obligation to pay this amount as a result of
past service provided by the employee and the obligation can be estimated reliably,
+  Tost-employment benefits, such as the following:
1. Retirement benefits (e.g,, pensions, lump sum payments on retirement); and
ii. Other post-employment benefits such as post-employment life insurance and post-employment
medical care;
*  Other long term employee benefits and
«  Termination benefits

Post employments benefits are as follows:
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Defined Contribution Plans

A defined contribution plan is a post-employment benefit plun under which an Bank pays fixed contribution
into a separate Bank (a fund) and will have no legal or constructive obligation to pay further contributions
if the fund does not hold sufficient assets to pay all employee benefits relating to employee services in the

current and prior penods. as defined in Nepal Accounting Standards - NAS 19 (Employee Benefits).

The contribution payable by the employer to a defined contribution plan in proportion to the services
rendered to Bank by the emiployees and is recorded as an expense under *Personnel expense’ as and when

they become due. Unpaid contributions are recorded as a liability under *Other Linbilities’.

Bank contributed 10% on the salary of cach employee o the Employees” Provident Fund. The above

expenses are identified as contributions to “Defined Contribution Plans™ as defined in Nepal Accounting
Standards - NAS 19 (Employee Benefits).

Defined Benefit Plans

A defined benefit plan 15 a post-employment benefit plan other than a defined contribution plan. Accordingly.
stafl’ gratuity has been considered as defined benefit plans as per Nepal Accounting Standards — NAS 19
{Employes Benefits).

Gratuity

An actuarial valuation is carried oul every year to ascertain the full liability under gratuity, Bank's
obligation in respect of defined benefit obligation is ealculated by estimating the amount of future benefit
that employees have earned for their service in the current and prior periods and discounting that benefit
to determing its present value, then deducting the fair value of any plan assets (0 determine the net amount
to be shown in the Statement of Financial Position. The value of a defined benefit asset is restricted to the
present value of any economic benefits available in the form of refunds from the plan or reduction on the
future contributions to the plan. In order to calculate the present value of economic benefits, consideration is
given to any minimum funding requirement that apply to any plan in Bank. An cconomic benefit is available
to Bank if it is realizable during the life of the plan, or on settlement of the plan habilities.

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

The increase in gratuity liabilities attributable 1o the services provided by employees during the year (current
service cost) has been recognized in the Statement of Profit or Loss under "Personnel Expenses’ together
with the net interest expense. Bank recognizes the total actuarial gain and loss that arises in calculating
Bank’s obligation in respect of gratuity in other comprehensive imcome during the period m which it oceurs,
The demographic assumptions underlying the valuation are retirement age (58 years), early withdrawal
from service and retirement on medical grounds.

Unutilized Accumulated Leave

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

3.15. Leases

Bank has applicd NFRS 16 from FY 78-79, NFRS 16 Leases brings significant changes in accounting
requirements for lease accounting, primarily for lessees. NFRS 16 replaces the existing suite of standards
and interpretations on leases.

Almost all leases are recognized in the statement of financial position as & “right-of-use’ asset and a lease
liability. There are narrow exceptions to this recognition principle for leases where the underlying asset is
of low value and for short term leases (e, those with a contractual teem of 12 months or less), The asseét i5
subsequently accounted for in accordance with the cost or revaluation model in NAS 16 Property, Plant and
Equipment or as Investment Property under NAS 40 Investment Property. The liability is unwound over the
term of the lease giving rise to an interest expense,

Lease 1s a contract in which one party provides an asset to the other party for some consideration usually a
periodic payment. The bank assesses whether a contract 15 or contains a lease, at mception of the contract,
In accordance with NFRS-16 “Leases™; the bank recognizes a right-of-use asset and a corresponding lease
liability, except for short-term leases (defined as leases with a lease term of 12 months or less} and leases of
low value assets as the group is lessee in all lease arrangements. The lease liability is initially measured at
the present value of the lease payments that are not paid at the commencement date, discounted by using the
rate implicit in the lease. If this rate cannot be readily determined, the bank uses its incremental borrowing
rale.

Lease pavments included in the measurement of the lease liability comprise;

»  Fixed lcasc payments (inchading in-substance fixed payments), less any lease incentives receivahble
*  Variable lease payments that depend on an index or rate, initially measured using the index or rate
at the commencement date.

The amount expected to be payable by the lessee under residual value guarantees

The exercise price of purchase options, if the lessee is reasonably certain 1o exercise the options
Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option

to terminate the lease

VoYY

The lease liability is presented within other Liabilities in the Statement of Financial Position, The lease
liability 15 subsequently measured by increasing the carrying amount to reflect interest on the lease liability
(using the effective interest method) and by reducing the carrying amount to refleet the lease payments
made,

The right-of-use assets comprise the initial measurement of the corresponding lease liability, lease payments
made at or before the commencement day,less any lease incentives received and any initial direet costs.
They are subsequently measured at cost less accumulated depreciation and impairment losses.

Whenever the bank incurs an obligation for costs to dismantle and remove a leased asset, restore the site
on which it is located or restore the underlving asset to the condition required by the terms and conditions
of the lease, a provision is recognized and measured under NAS 37, To the extent that the costs relate to a
right-of-use asscl, the costs are included in the related right-of-use asset, unless those costs are incurred to
produce inventories.
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Right-of-use assets are depreciated over the shorter period of lease term and useful life of the right-of use
asset, If a lense transfer's ownership of the underlying asset or the cost of the right-of-use asset reflects

that the bank expects to exercise a purchase option. the related right-of-use asset is depreciated over the
useful life of the underlying asset, The depreciation starts at the commencement date of the lease. The bank

depreciates Right-of-use assets from the commencement date on a straight-line basis over the shorter of the
lease term and uselul life of the underlying asset,

The right-of-use assets are presented Within Property, plant and Equipment in the Statement of Financial
Position,

The bank applies NAS 36 to determine whether a nght-of-use asset is impaired and accounts for any
identified impairment loss as described in the *Property, Plant and Equipment” policy. Variable rents that do
not depend on an index or rate are not included in the measurement the lease liability and the right-of-use
assel, The related payments are recognized as an expense in the period in which the event or condition that
triggers those payments occurs.

3.16. Financial guarantee and loan commitment

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

3.17. Share capital and reserves

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

.18, Earnings per share

Bank presents basic and diluted Earmings per share { EPS) data for its ordimary shares. Basic EPS is calculated
by dividing the profit and loss attributable o ordinary equity holders of Bank by the weighted average
number of ordinary shares outstanding during the period. Diluted EPS is determined by adjusting both the
profit and loss attributable to the ordinary equity hoelders and the weighted average number of ordinary
shures outstanding, for the effects of all dilutive potential ordimary shares, if any,

Earnings per share is caleulated and presented in the face of Statement of Profit and loss

Segment reporting

An operating segment is a component of an entity:

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

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

. tor which discrete financial information is available,
Not cvery part of an entity is necessarily an operating scgment or part of an operating segment. For
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example. a corporate headguarters or some functional depariments may not earn revenues or may earn
revenues that are only incidental to the activities of the entity and would not be operating segments.
The barnk has identified the key segments of business on the basis districts i.¢ Morang, Thapa, Sunsari

319 Impairment of Non-Financial Assets

The Bank assesses at cach reporting date whether there is an indication that an asset may be impaired, 1Fany
indication exists, or when annual impairment testing for an asset is required, the Bank estimates the asset's
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or the fair value of the Cash
Generating Units (CGL) farr value less costs to sell and its value i use. Where the canying amount of an
asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount.

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

3.20. Dividend on Ordinary Shares

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

3.21. Cash Flow Statement
The cash flow statement has been prepared using “The Direct Method®, whereby gross cash receipts and
gross cash payments of operating activities, finance activities and investing activities have been recognized.

3.22, Comparative Figures
The comparative figures and phrases have been rearranged wherever necessary to conform to the current
year's presentation,

4. SIGNIFICANT ACCOUNTING POLICIES (Disclosures)

i. Staff Loans measured at fair valuce

Under previous GAAP, staff loans were recorded at cost less repayments net of loan loss provision, if any.
Under NFRS, the Bank has to measure the staff loans granted below the market interest rate at their fair
value, calculate based on the market interest rate of similar products,

The difference between the fair value and GAAP carrying amount has been netted off from stafl’ loans &
recogmized as pre-paid staff cost in other assets.

ii. Adjustment on loan impairment

In compliance with the NRB Directives and subseguent amendment there to, specific loan loss provision
were made based on the arrears time period and General provision were made at a specified rate given by
NRB time to time,

The movement between the impairment balances of two years was recognized in the Income Statement as
an impairment charge,
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Note ;

Loans and advances are assessed individually and collectively as per incurred loss model which 1s compared

with the loss provision prescribed by NRB directive no. 2, As per recent Carve Outs, Higher of the loss as

per incurred loss model and NRB directive is considered for impairment.

iii, Interest Income
Interest Income has been accounted on acerual basis subject to interest income recognition guidelines, 2019
1ssued by NRB,

iv. Personnel Cost

Expenses relating to defined benefit plan and long service leave has been recognized as per actuarnal
valuation.

Bonus to staffs — As per the labour act, 10% bonus has been levied on Profit after bonus before tax.

v. Tax
Tax has been computed on the basis of profit computed from NFRS.

5. DISCLOSURES AND ADDITIONAL INFORMATION

5.1 Segment Analysis

The segment reporting has been done on the basis of districts, Miteri Banks is currently operating in
Sunsari, Morang and Jhapa Districts and hence, the segment reporting has been done on the same basis.
Comprehensive disclosure of segment analysis has been made on Note no 5.4,

5.2 Share options and share based payment

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

5.3 Contingent liabilities and commitment

Contingent Liabilitices:

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

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

Commitments:

Where the Bank has confirmed its intention to provide funds 1o a customer or on behall of a customer in
the form of loans, overdrafis, future guarantees, whether cancellable or not, or letters of credit and the Bank
has not made payments at the reporting date, those instruments are included in these financial statement as
commitments,

Please refer Note No, 4.28.1 10 4.28.4 for the detail of contingent liabilities and commitments.

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

The details of litigations are presented in 4.28.5.(Details of such litigations if any)

5.4 Related parties disclosures
a) Transaction with related party

No such transaction exist with related parties.
b) Key Managerial Personnel
Key Management Personnel (KMP) of the Bank includes members of the Board, Chief Exccutive Officer
and all top level executives, List of Board of Directors and CEQ bearing office at balance sheet date are
presented in Note no 3,7,
All members of the Board are non-executive directors, and no exccutive compensation is paid to the
directors. Specific non-executive allowances paid to directors and Chief Executive officers are mentioned
in Note no 5.7,

5.5 Merger and acquisition
No any merger has happened during the reporting period.

5.6 Additional disclosures of non-consolidated entities
Mot applicable.

5.7 Events after reporting period
There are no material events that have occurred subseéquent to balance sheet date till date of signing of this
Anancial statement.

qc 3t mftfes uiddger-2oue/oco &4



Y
) Sormudiee do [fds
Miteri Development Bank Limited
Notes to Financial Statements
For the year ended 31 Asar 2080 (July 16, 2023)

Cash and Cash Equivalent 4.1

Cash and cash equivalent comprise the wtal srmount of cash-im-hand, balances with other bank and Ananeusl instietions, money st call
pnd short notice is presented as fillows!

Bunk

Particulars

Ashad end 2080

Ashad end 207%

Cash in Hund

A9211.289

52009447

Balances with BFIz

SH.E16.086

209 550 880

Mlamtey at Call and Short MNatice

304,826,128

62513450

Oither

Total

412,854,404

324,501,776

e from Nepal Rastra Bank
Balanees held with Nepal Ragtva Bank is presented as follows :

4.2

Bank

Partieulars

Ashad end 2080

Ashad end 2079

Btatutory Balances with NRB

240y 894 353

96,058 435

Secunties purchased under Resale Agreemenl

Other Deposit and Receivable from NRB

Tintul

240,894,353

U6, 955,435

Placements with Banks and Financial Instutions

4.3

Bank

Particulars

Ashad end 2080

Ashad end 2079

Placement with Domestic BER

Placement with Foreign BFIs

Less: Allowances [or Impairment

Timal

Derivative Financial Instruments

4.4

Bunk

Particulars

Ashad end 2080

Ashad end 2079

Hueid for Trading

Interest Bate Swap

Currency Swip

Forward Exchange Contracts

Others

Heid for Risk Management

Interest Rote Swap

Curreney Swiup

Forward Exchinge Contracts.

{thers

Tutal

€2

18" Annual Report-2079/080



Miteri Development Bank Limited

(yher Trading Asseis

.

Banking i Lapand

45

Bank

Particulars

Ashid end 2080

Ashod end 2074

Trensury Bills

Covernmen! Bonds

NRB Bonds

Dimmestie Corpotide Bonds

Equitizs

Oither Triding Assets

Tutal

Laoans and Advances io BF s

4.6

Loan and sdvanees wiven (o microlinance finaneial institutions as deprived seclor lending s presented under this head affers providing

pequired Linpaiviment allowances,
Bank

Particnlars Ashad end 20K Ashad end 207%

Loans to Micro-Finance Instiniions U5 A73.204 223,503,288

ket - -

Lass: Allownnees for lmparmmsent 5,041,152 25 541

Tustal 300 332,052 220,597,745
4.6.1 Allowances for lmpairment

A0, Allowamces for mpeirment

Balance at Shrawas (1 2905543 6,057,150

Impairment Losss for the vear:

Charge for the year

L.235.0(9

Recovertes Reversal

(3,151 6i07)

Ammount Wrilien C4T

Balance sl Asar End

3,141,152

2,015,543

Lians and Advances to Customers

4.7

Sum of the putstanding amount of all lnans and advances extended w the customers other than BF s, bills purchased and discounted and
amariveed eost of staff loans; less the smount of impairment allowances 15 presented under this ol

Bank

Particulurs

Ashad end ZO80

Ashad end 2079

Loans and Advances measured s Adoriized Cost

4,306,785,141

4.216.803.82 1

Less: hmparirment Allowanees

Collective Impaimment SE U0 50H 63,375,520

Individual Impairment 11861430 2B 148
Met Amouni 4.215.984,202 4.824.237,133
Losms pind Advances megsured ot FVTPL - =
Total 4,2 15,984,202 4,824.237,133
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Suniking @ Sepad
4.7.1 : Analysis of Loans and Advances- By Produc
Hank
Partreulars Anhind end 208 Mshod end 2079
Procduct
Long Term Loans TEII02.396 H46,519,107
Personal S0, 290428 HihZ 498,207
Business 51,911 465 | 840,020, 9TH)

Workinge Capitsl

Urvisrdrafi Personnl Loan)

Trkat Regeipt/ limpoit Loais

Cash Credit Loan

Short Term W Demund Loan

Persenal Reswdential Loams

923,476,965

G131 350,574

Ruial Estate Luans

35,350,000

G5438,277

Margin Lending Loans

53,000,000

211, 0TH) i)

Lire Purchase Louns 315,214,651 3N IIN ST
Aulo Loan - -
Depraved Sector Loans 463,084,128 430,917,654
Bills Purchased . .
Sttt Loans 49,402,712 A, 09,301
{¥her Lb45.657.841 2,152 385,778
Busmess O3 423,725 846 31,319 622
Edueanion Lo 20,567,449 22915563
Husiness Interest Pavable Loan 159,761,916 215,526,045
Loan Apamst FO¥ 06,507 809 132.857,691
Personnl Interest Mayahle Loan TARM02. 351 1077, 7M. 520
Agriguliore Lisin 74061123 L9273 1Y
Subsidy Loan U4,205,191 143,065 428
Professionnl Lann 17,565,673 17 il SHd
Sub=Tuotal 4.289.398,097 4906, 843,670
Interest Receivihle 17,350,444 B.500,131
Gerand Total 430,785,141 4.916,403,821
4.7.2 : Analysis of Loans aand Advances - By Currency
Bunk
Particulors Ashad end 2080 Ashad end 2079

Mepalese Rupee

4,306, 785,141

406, K00 52

Indinn Kupes

Upisted Stites Dollos

Cireat Bratuin Pound

Euro

Japancse Yen

Chamese Yuan

Citheer

Grand Total

436,785,141

4916803821

4.7.3 : Analysis of Loans and Advances-By Collateral

Bunk

Particulars

Auhisd end 2080

Ashd end 2072

securied

Muovenble Immioveable Asseis

4,121,543, 005

4738, .62

Giold and Silver

Cunranies of Domestic BFIs

Ciovarnmient Gumramieg

Crarantee of Internotionpl Rated Bank

BY
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Bavking ahd bepanid

Collateral of Expori Document
Collateral of Fixed Deposil Receipl Gh 507 BEY 122 857601
Collatereal of Governiment Securities
Codnnter G rntes
Persanal Guorntes 17,863,673 I 7,968,584
Other Collaternl Tl B 673 17 0k A4
Subiatal 4.306,785,141 4.9160,803,421
Ulrineciered
Grpmd Todal 4,306,785,141 4916803 821
4.7.4 : Allowance for Impairment
Hank
Particalars Ashad end 2080 Mshad end 2079
{Specific Allowunce for lmpairment
Balance a1 shrawan 41 2849491, 1638 19,575, T
Impairment Lass for the vear - -
Charge for the year
Hecoveries/Reversals during the year 2 BT0262 9415459
Wrile-Offe - -
Exelinge Bore Vorimee on Foreign Curceney -
Other Movement = =
Halunce st Asar End 31,861.430 2R 1168

Callactive Allowinees for Imirmcm

Ralumee al Sharawon 01

63,575,520

A0S 504

Impairment Loss for the yvear

L harge'{ Reversal) for the yvear (4.636.41111 3.479.%26
Exchnnge Rate Virimee on Foreign Carrency - -
Oither Maoverment - -
Halance at Asar End 58,93, 500 A3375.520
Toaal Allowances for Imgairment S0, B00,93Y H2,560,688
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Investment Securities 48
Investments meade by Bank in fnancial instrements has been presented under this account hemd in three categories Le, Investment
securities designated ot fair valiee through profit or loss, wvestment securities measured of armorizad cost and investment i equity
mwiiEnred it finie vilue theoogh other comprehensive incorme which i a8 follows:
Bank
Pairticulars Ashad end 2080 Ashud end 2079
Investment Secorities memsured ot Amortized Cost X652 3TOATS 1803 670
Invesument in Eguity measured ot FVTOC] 29 TR4 1350 31,192 430
Total 2.682,154,505 13350097, 180
4.5.1 : lovestment Securities measured at Amortized Cost
[3unk
Purticulars Abil enil 2080 Aghad end 2079
Dbt Securities - -
Ciovernment Bonds 1,435, 350,000 935,350,000
Crovernmment Treasury Bills 1,217.020,673 HoH 554670

Mepal Rastra Bank Bonds

Mepil Rastra Bunk Deposit Instrumints

het

Less: Spevific Allowances for Impairment

Titisl

1652370675

1RO Q04 670

4.8.2: Investment in Eguity measured st FVTOCI

Bank

Purticulurs Ashun] cnd 2080 Ashad end 2079
Equity Instruments

Gued Bguiy Seeurities 24,312,830 3,727,130

Ungueted Eguily Securilics AT1,300 471,300
l'otnl 249 784,130 30,192, 430
£.8.2: Informution relating to Tavestment in Equitics

Bank
Particulars Aahad end 2080 Ashod end 2079
Cixst Fair Yalue Const Fuir Wialue

Tnvestment in Quted Fguity

Sanimn Fouity Funid

10, T2 000 Uik of R L0002 Each 10,739,854 12645 i) 101,730 k54 13 66, HH

Catizen Mutunl Fund [CMEF-15

SO0 unnls @ robe of Bs #0536 Each 3 IE0828 4,00 5,280,528 AA00,000

Citizen Muagnd Fund [EMF-2§

24900 umits ot rate of Ks 1103 Exch 1 s 1,100 1,200 145 R 1

Prabhin Select Fund ( FSF)

LOKHCHRA warids of eale B, 10 Ench LRGN &AL 0 101,00, M A 100, CH

Sumrise First Mungal Fund( SFMF)

| 500 prots af rate of R399 Each 14,583 L fi20 14,082 17,250
Tovestment in Ungoofed Egoiry

Mepal Clearing House L4,

24,0514 Shares of Ba 100 Fach 471,300 471300 271 470,300
Tatal pLE TR R 19,784,150 19, 800, 144 3119243

qr 3l aiftfes ufddgor-200e/0c0 o
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Current Tax Assets 4.9
Bank

Particulars Aghad end 2080 Ashad end 2079

Current Tax Assels

Current year Income Tax Assels B0 LG 6 550,194

Tox Assets of Prior Periods - *

Current Tax Liahilities

Current vear Income Tax Lighilitics T2 828,338 [ R

Tax Linbilities of Prior Periods - -

Total {12.807.413) 75,186

Investment in Subsidiaries 4.10

Bank
Particulars Ashad end 2080 Ashad end 2079

Investment in Quoted Subsidiaries -
Investment i Unguoted Subsidianes - -
Total Investment
Less: Impairment Allowanges -

Net Carrying Amount - -
4.10.1 : Investment in Quoted Subsidiaries Bank
Ashad end 2080
Cost Fair Value

.......... L,

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

RRPTIVITh [ s

veveeeomhares of B, ... Esch
Total
4.10.2 : Investment in Quoted Sobsidiaries Ranlk

Ashad end 2080
Cost Fair Value

.......... Lud.

v Shares of Bs. Lo Bach

.......... Lid,

cevinnnohares of Rs, ..., Bach
Total - -
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4.10.3 : Information relating to Subsidiaries of the Bank

*

Banking i Lapand

Bank

Percentage of Ownership held by Bank

Ashad end 2080

Ashad end 2079

4.10.4 : Non Controlling Interest of the Subsidiaries

Giroup

Current Year

Equity Interest held by NCT (%)

L Lid.

Profit { Loss) allocated during the year

Accomulated Balonces of NCI as on Asar End

Dividend Paid to NCI

Current Year

Fquity Interest held by NC1 (%)

L.

L,

Profit { Loss) allocated during the vear

Accumulated Balances of NCI as on Asar End

Dividend Paid to NCI

Investment in Associates

4.11

Bank

Particulary

Ashad end 2080

Ashad end 2079

Investment in Quoisd Associales

Investment m Unguoted Associates

Total Investment

Less: [Impaiment Allowances

Met Carrving Amount

qc 3t mftfes uiddger-2oue/oco
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4011 Investment in Cuoled Associales Hank
Previdis Yeur
Cost Fair Value
.......... Lad.
........ Shares of Bs. ... Each
.......... Lad.
......... Shares of Rs. Eusch
Tatal
4112 Investment in Unquoled Associates Hank
Previois Yéar
Cost Fuir Vilue
[ 11
....... Shares of Bs., ... Buch
.......... Lul.

viieeeohares of R ... Bach

4,113 Information reloting (o Assocnles of the Bank

Bunk

Percentuge of Cranepshiip held by Bank

A cnd 2080

Ashod end 207Y

e

sivecalil,

........ Lil.

L

Ll

4114 Equity Vilue of Associates

Ll

. KT

Ll

sl

A,

Investment Propertics

412

Bank

Particulars

Ashad end 1080

Ashad end 2079

Investment Propertics measured at Fair Value

Balance as an Shrowan 01,

Addition/( Disposal ) dunng the year,

Ml Chnyees in fisir velue during the year,

Adjustment' Transter

Met Amount

Investment Properties measured at Cost

Balance as on Shrawan 4]

4 060,114

Auldition/| Disposal) during the vear

12,549,547

90k, 114

MNet Chungees m far vitlue durmg the year

Adjustonent! Tramsfer . .
MNel Amsunt 21 604 661 9 060 114
Taral 21609661 ERIRRE

oo
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Deferred Tux 415
Referrad tax & caleulited on temponiry differences betwean the book vislues of financial assetsTiabilities
amel b hases of pasets/ubiliies using the statatoey s of 30%, Detabe as follows
Bank
Current Y ear
Deferred Tax | Met Deferred Tay
Particulars Deferred Tax Assels Lizbilitics | Assers /i Liahilities)
Deferved tax on temporary differences on following frems
Loans and Advances to BF(s -
Lo and Advances o Customers -
Ivestment Properties -
Invvestment Becarities 1,615 5
Property o Equipimend Kl1l165 BLL165
Ermiplovees’ Dofined Beaefit Plan L3.2900,137 13200137
Liase Lmbwlitics -
Prenasins -
Othier Teniporiry Differences 3B B33 (138.833)
Dieferred 1ax on femporury differemsees 13,64, |33
Dieferred tax om corry forward of unused fax losses
Delermed fam due to changes In tax rate
Met Duelerred Tig Assel (Linbilites) os on year end of 2080 13,669,133
Defierred T {Asset) Liahilities us on Shrawan 01, 2079 {10550, 774)
Cintgmiion | Reversal ) during the vesr (3,309,354
Diefirred Ty expense {income) recognired in profit of lss (2520550
Dieferred Tux expense (meome) recognieed in OC] (TRE.R0T)
Pelerred Tox expense {income) recognized disectly in Equity
Banik
Previous Year
Deferred Tax | Net Deferred Tax
Particalars Dreferred Tas Assels Lialilities | Assets (| Lisbilities)
Deferred tux on temporary dilferences on following items -
Loons and Advances to BFls -
Loans ned Addvanees fo Customens -
Investingnt Properies -
Investment Securities 415825 (415.%25)
Progenty and Equipment 443,190 H5 146
Employees’ Definisd Benefit Plin 10.530,452 10.530.452
Lezase Lunimes - -
Provasions -
Chiher Tempornry Differences -
Deferred 1ax on fempony differemes 10359774
Defirred tax on corry forward of wimised o lossey
Deferred tax due b chimges in bax rate
Mt Defizrred Tax Assel {Linhihitresh ns on vear cnld of 2004 101,354,774
Defirred Tax (Asset)’ Liabilities o< on Shenwan 0], 2078 {6,597 575
Chrigemation | Reversal) during (e vear {36E BG4
Deferred Tax expense (eome) recognized in profit or ines {1.237.711
Defiried Tas expense (income) recopnized in OC 2424, 188

Deferred Tux expense (meome ) recognized dicectly in Equity

qc 3it aiftie uiddge-2o0ue/0co
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Oiher Assets

4.16

Oither Asset mclude necounts receivable, mierest recelvable, socraed ineome, prepayvments, depostt, deferred employes benefits and

stitionery stock ete dewls presented as follows;

Bank

Particulsrs Ashiad end 2080 Ashad end 2079
Asspty held for Sale - -
iher Mon-Ranking Assels - -
1ills Receivable - -
Accounts Recervahle 0,924 386 4,660,675
Accrued Income* 5h935,733 28718328
Prepayiments and Depasits 1,247,543 1,240, 566
Income Tax Deposit - -
Dieferned Employee Expenditure | 552,552 2,145,572
Dither Assats 870,737 [03,309.212
Total 67.531.954 140,074,352
* Agcrued Income represents interest income aceried on Government securities as on balunve sheet date.

Otheer Asset 4.16.1

Diclails of other issel urler head olher assel (4.16] includes genend staltionery Esceow Investment services. Operator/selllement sccoun

are a5 follows:

Bank
Particulars Ashad end 2080 Ashad end 2079
(reneral Smtionery 16728135 |.378.856
Operator Account(M Bank) (91.473) §.527
Escrow Investment Senviee EIS)** - IRENECE
Ottheer i T8, 604 1,721,829
Total 871,737 103,300,212
Due to Banks and Financial Institutions 417
Due to Bank and Finuneial Institution includes deposits from hanking and finaneial Institution,

Bank
Particulars Ashad end 2080 Ashad end 2079
Muoney Market Deposits - -
Interbank Borrowing - -
Cither Deposits from BFs 53.766,970.02 59.816.575
Settlemenit and Clearing Accounts - -
Tutal 53,766,970 59.816,575
Due to Nepal Rasira Bank 4.18

Rank
Particulars Ashad end 200 Ashad end 2079

Fefinence from NRB

Stanching Liquidity Facility

Lender of Last Resort facility from NER

Securitics sold under repurchase dgresimenls

Other Pavable to KRR

Total

Wi
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Derivative Financial Instruments

.

Bavking ahd bepanid

419

Bunk

Particulars

Ashad cnd 2050 Ashad end 2079

Held for Trding

Interest Rate Swop

CurTedivy Swap

Forward Exchange Conbacts

Oiheis

Held for Rivk: Maragement

[mterest Rate Swop

Curreney Swap

Forward Exchange Contragts,

Dihers

Tatal

Dregoits Trom Customers

4.20

Bank

Farticulars

Ashad end 2080 Ashad end 2079

Insetutional Customers:

Term Deposits.

A6tk 056,042 A5 523

Coll Deposits

2R 461524 290,221 (MR

Current Deposits,

B2, 986 §2.335.305

Orhers,

1,293,125 S 125

Individual Customiers:

Term Deposits

30127238694 3505894, 137

Saving Deposis

1739, 168 478 [.736, 128131

Curmrent Peposils

54,735,614 91,029,087

CUthery

21,151 40,1407

Tutal

6,506,886,332 6.064.593,312

4.20.1 : Currency wise analysis of deposit from customers

Bunk

Particulors

Azhod cnd 2D Azhad gnd 2079

Mepalese Ruper

G506 ME0 332 f e, 595,112

Indian Rupee

Unnited Stites Dol

(areat Britwin Pound

Euro

Japanese Yen

Chisiese Yuan

Other

Total

H.506. 856,332 fr. 64,593,312

Brrowings

4.1

Bank

Farticufars

Ashad end 208D Ashad cnd 2079

Otextie: Borroawtines

Nepal Government

{)iher Instimitions,

Other

Sub Total

Fapeigh Borrawings

Forcipm Banks and Fimgnaal Instilubons

Multilateral Development Banks

Other Ingttutions

Sub Total

Taotal

qc 3it aiftie uiddge-2o0ue/0co
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Provisions

4.22

Bank

Purticelars

Aghad end 2080

Ashad ¢nd 2079

Provisions for Redundoney

Provistons lor Restrucluring

Fundiuﬁ Lopal Tssues and Tax Li'l'u:'al:i:m

(inercus Contrnets

Chther Provisions

Tatal

4.22.1 : Movement in Provision

Bank

Pariculars

Acshiid end 2080

Ashad end 2079

Balance al Sheawain (M

Proswistons made durme the ver

Privwisions tsed durine Lhe wear

Prowisions reversed duning the vear

Unwind of Diseount

Balanee w1 Asar end

Ohther Liabities 4.23
The detatls of other hatalities are as follows:
Bank
Particulars Ashad end 2080 Ashad end 2079
Liahilities for emlovees defined henefit ulﬂiE_a:lum FUm. 648 TR7.228
Liahilities for long service laive 221478 =
Shor term emplove benifits -
Hills payalle - -
Creditors and secrmals = -
Interest pavable on deposits 57.789 EOR. 25
Interest payahie mm borrowing - + |
Linhilities on defered grant income . =
Lrnpasd Dividend - -
Lighilities under Finance Lease - -
Emploves bonus pavahle 23,332, T3} 21,279,001
(her Linbilities 44 544,792 T4.770,028 |
Total T3 270494 97,735,041
4.23.1 : Defined Benetit Obligation
Honk

The prmounts recopnised in the statements of financials positions arc as follows

Particulers

Asghad end 20

Ashad end 20049

Present value of unfunded obligations 5104, 645 TRT.L28 '
Present value of fnded chligitions 28,333,720 213 K50 842 |
Total present value of ehligations 13,443,308 26,638,070
Fair visdue of plan assets 24,333,720 25 B50.842
Present walue of net obligations 51049 648 TRT.22R |
Recognised labiliry for diefined benelil obligations 5,104, 648 THT.228

wE
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Miteri Development Bank Limited

4.23.2 : Plan Assels

.

Banking i Lapand

lan 255¢1s comprise

Hank

Particulurs

Ashud end 2080

Ashad end 2079

Lguity securities

Ceovermmient. bonds

Bank depaisit - -
Other 28,333,720 25,850,842
Total 28,333,720 25,850,842
4.23.3: Movement in the Present Value of defined benefit Obligations
Hank
Particulirs Ashid end 2080 Ashad end 2079
Dicfined benedit oblipations at Shrawan | 26,638,070 22.762.204
Actuarial lossestgin) | 4465938 {85.711)
Benelits paid by the plan {196,627} (1.252,828)
Current service costs and interesi 5,554,947 3.214.405
Defined benefit obligations ol Asar end 33,443,368 26638070
4.22.4 : Movement in the fair value of Plan assets
Hunk
Particulars Ashad end 2080 Ashad end 2079
Fair value of plan assefs ot Sharawan | 25,850,842 12,665,756
Lontributions paid into the plan - 2601,733
Benefits paid during the year - {1.2352.828)
Actuarial {losses) gains 225,581 (203.737)
Expected return on plan assets 1 25R 907 20350914
Faar value of plan assets 4 Asar end 28,333,720 25,850,842
4.23.5 : Amount recognised in Profit or loss
Bank
Particulary Ashad end 2080 Ashad end 2079
Current service costs 3,262 563 3,254,405
Imterest on obligalion 2,202,422 1,959,910
Expected retum on plin assets - -
Tutal 5,554 087 5,214,405
4.23.6 : Amount recognised in other comprehensive income
Bank
Particulars Ashid end 2080 Mshad end 20749
Acturinl { gzin)loss | 4404950 (B5.711)
Tutal | 446,958 (B3.71 10
4.23.7: Actuarial assumptions
Hank
Particulars Ashad end 2080 Ashad end 2079
Discount rate b0 900
Expeeted return on plan issel S.00% S0
Future salary ingrease 00 [LREGE
Withdrawal re 100.00%: 1000

qc 3t mftfes uiddger-2oue/oco
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4.23.8 : Other Hablities Bink
Particolars Aghad end 2080 Ashad end 2079
Sovial Security Fund 5,520,839 28,922,702
TS payuble EH5G,6RY 0,506,080
Lease Liablitics as per NFRS 16 25,858,235 28,489,567
Ohher* 4311029 7,761,673
Tidal 44,546,792 T4, 770,028
*uther ncludes retention amount of contractor and niseellineous payable. . -
Deht secutities issned 4.24
Bank
Ashad end 2080 Ashad end 2079
Dehr securities issued desipnated as ot fair value through profit or loss - -
Dbt securities issued 81 amorissed cost - -
Total = -
Suboerdinated Liabilities 4.25
Bank
Purticulars Ashad end 2080 Ashad end 2079
Redeemable preference shars - -
Irredemable cumulative prefeeence shares (habilines component - -
Oither - -
Total - -
Share capital 4.26
Bank
Particulars Ashad end 2080 Ashad end 2070
Chrdinary shares L0150 437 HUEAZEOTO
Convertible preference shares (equity component only) - -
lrredemable preference shares (equity component only) = =
Perpetuul debt [equity component only) - -
Total LOI5 00T 437 03,428,070

Share capital increased from tast year due to issuance of bonus share for FY T8-79 it rate of 12.35%.

4.26.1 : Ordinary Shares

Bank

Particilsrs

Ashad gnd 2050

Ashad end 2079

Authorized Copitnl

12500040 Oirdinary share of B 100 eoch

1, 2500, (M (N H)

100 A W10

Issueed cupital

IO S04 360 Ordinnry share of Bs. 100 esch

1015001437

903,428 070

Subseribed und paid up capitzl

101500 436 Chrdiminry shimre of Rs, 100 each

| AN 5| 43T

03,425,070

Total

100800437

Y03 424.070

Be
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4.26.2 : Ordinary Share ownership

.

Bevsing 2 Lupand

Bank |
Particulars Ashad end 2050 Ashad end 2078 |
Amount Amont |
[omestic ownership |
Mepal Government - - |
"A" gless licensed instinutions - = |
Other licensed mntutions - - |
Oiiher Institutrons - |
Public [ ES001437 03, 428070 |
Uther - - |
Furetgn ownership - - |
Tl 1015001437 SU3428,070 |
4.16.2.1. : Ratio of Promoter and Public share holder ownership details
Promoter sharcholding 31.400% 5100
Public sharcholding 40,000 A9 00HG

Rieservies

Following reserves are maintsined by the bank.

4.27

Statutory Genernl reserve @ There is regulmary requarement by the central bank to set sside 20%0 of the net profit after tax os genernd
reserve 1o build up the capital | This is the restricted reserve and cannot be freely wsed. During the year bank has appropristed 20% of

the net prolit after tax. towird reserve,

Corporate Social Responsibility Fund ; As per NREB Cireular CSR fumd shall be orested  for CER sctivities of the Bank m the nex

fizcal year, During the vear, 1% of net profit has been aprmopriated OS8R Fund

Actunrial Galn/Loss Reserve: Achiarial dain or boss that represents change in actuarial assumprions used to value emploves ol garions

i presented under this account R,

Regulatory Reserve :The amount thit is allocoted from profit or retained sxrnings of the Bank os per the Directive of KRR for the
parprse oF implementition of NFRS b5 predested under this pecount head. The smount in this reserve 1= nol free for distobution of

hivadend foash as well as bomins shares),

The amount allocated o this reserve include nterest income recogmezed but moet recesved mecush, | amount equats to detierred tax assets,
Acturnil Josd recopnised and fir value loss. Amoont that has been tronsferred /| Reversed) 1o Regulmory reserve dunng the reparting

perod are a6 follows.

(rther reserver Uther resenve repreants reserve ereated [n rolation 1o staff aminisg,

Bank
Particulars Ashad end 2080 Avhad end 2079
Statudory peneral reserve 259 652955 13T ATOH.209
Exchunge equilisation resenie - -
Corporate socinl responsibrinty reserve 4,089 310 3540 148
Capital redemption reserve - -
Fesru Loy reserve 40,267,544 25,743,776
Investmeni adjusiment reserve - -
Capital reserve - -
Asgets revaluation resurve - -
Foir viillug reserve [15.353) o0257
Dividend equaii=ntion rescrve -
Debenture redemption reserve = =
Actoarial goin {5,014, 3307 (4,734,590
Speeial reserve - -
Uvther reserve T, G5 10877401
Tuituil 200,086,537 224073,555
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Miteri Development Bank Limited

Contingent liabilities and commitments

.

Banking i Lapand

The table helow shows the contract or underlymg prncipol amounts of unmistored off-bulumee sheet trenspctions as on reporting date,

Bank
Particulars Ashad end 2080 Ashad end 2079
Contingent linhilitics 42 507 600 41,203,600
Undrown and undishursed facilitics R 264,154 A5 375,578
Camital commilment - -
Lease Commitmeni - -
Litigation ; _
Total 110,771,754 26,478,978
4.28.1 : Contingent Liabilities
Biink

Particulars

Ashad end 2080

Ashad end 2079

Acveptance and documentary credit

Bills for collection

Forwand exchange contracts

Cuamniess

42 507,600

41,203,600

Unaderwriting commtment

Other cormumliments

Tustal

Z 50T N

41,203 600

4.28.2 : Undrawn and undisbursed facilities

Bank

Particulars

Ashad end 2080

Ashad end 2079

Undisbursed amount of loans

Undrivwn limits of everdrafis

Ak 264,154

45275 378

Undrown limits ol credit cards

Undrowm limits aof Tetter of credit

Undrwan limits of gpunrantee

Total

68 264,154

45275 374

4.28.3 : Capital commitments

Capital expenditure approved by rebevont suthority of the bank but provision hes not been made in finoncinl statements

Bank

Particulars

Ashad end 2080

Ashiad end 2079

Capitil commitments in relation to Property snd Eyuipment

Approved and contracted for

Approved but not contracted for

Sub total

Capital conmitments in relation to Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

qc 3it aiftie uiddge-2o0ue/0co
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4.28.4 : Lease commitments
Buank
Particulars Mshdd end 2080 Ashiad end 2079

E!Emling lease commitments

Future minimum lease povments under non cancellable operating lease, wherz the hank is lésses

Mot later than | voar

Lauter thian | vesr but net Later thian 5 vears

Later than 3 voars

Suh total

Finanee lease commitments

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

Mot lader thun | vear

Later than | vewr but net [nter thian S wears

Luter thun § vears

Suh todal

Corand il

4.28.5 : Litigation

Explantory parpgraphs are required for litigation contingent lisbitics as per their own case of cach bank
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Miteri Development Bank Limited
Notes to Financial Statements
For the year ended 31 Asar 2080 (July 16, 2023)

Interest Income

.

Banking i Lapand

429

Interest income include nterest meome on Joan and advince, mvestment securilies excepl on (hose investnsent secuniies measure ol
farr vajue through profil or loss, cash ond cash eguivalent, dwe from BFs, loen and advenees o stadf,

Bank
Purticulars Adlad end 2080 Ashad end 2079
Cuash ond cash eguivalent 1,757 083 LBE K8 T
Due from Mepal Rastrn Bank 3 -
Placentent with bank aml financial instinitions - .
Lowm and advances to bank and finsncial mstitutions 7, 281,905 26943125
Loans and advances o customers U5, 333,057 (34422, 108
Investment segurities 198,143,527 THM36,047
Loan and sdvances to stulf SRR G 5770831
Other Interest Income - 2042300
Total interest income YTHION, 520 TERNIT AT
linterest Expenses 4.30

Interest expenses melude inferest seerued on deposits collected. mterbpsk borrowing ad boreowing from NREB. Detuils prasenstéd as follows:

Bank

Particulars

Ashad end 2080

Ashad end 2079

D 1o bank ol fmeocial mstiohons

e to Mepal Kastre Bank

3.898.427

Deposits [Tom cusiomers

623447463

449,473,272

Barrowing

064 572

[ 5244

Dbt securities msued

Subordinated liabiitics

Other Charges

Total Intercest cxpense

HI8, 01463

448,655,713

Fees and Commission Income
Fees and commission meome inclode service chorges, commitment fees sic

4.31

Bank

FParticulars

Ashad end 280

Ashad end 2079

Loaim adminmstration fecs

Serroe fioes

B k24 630

19304, 774

Consortium fies

Commitiment feey

27396

8286

DDV TT Swidl [ees

Credit card/ATM issuance and renewni lees

Prepavinent and swap fees

153448

79,545

Investment banking fees

Asset munagement fees

Brokerage foes

Kemimance foes

925, 188

|, 327,734

Commmiission on fetler of coedi

Cammission on guarntee contrgts Esued

704,188

43,327

Cammizsion on share underwriting/issoe

Lovker rental

Other fees and commmsion meomic

4,058 T4

4540174

Tustal Fees and Commission Income

15,894,617

26,495,898

qc 3it aiftie uiddge-2o0ue/0co
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4.3 0.1 Crther foes and commmuision mesme

Bank
Particulars Avsbigl el 2080 Actiad e 2074
Imsurance Commsion S8R 923.221
Hire Furchase Commission 215400 577,997
MBANE Subscription Fee 3,083,300 J 022,200
hher |80 647 16, Thl
Total 4,058,767 4,540,179
Fees and Commibssion Expense 4.32
Fies and commission expense melude membership and registration fee.

Bank
Particulars Ashad end 2080 Ashad end 2079
ATM mandgemenl fees - -
VISAMaster cerd fees - -
Liuamnice commission - -
Brokerape - -
DT T/Swilt feey. - -
Remittanee fees and commission = H
Oiher fees and commission expense 1,325,610 12,512
Titial Fees aind Commiission Expense 1.325.610 912,512
Net Troding incomse 4.33

Bank

Particulars

Ashad end 2080

Ashud end 2079

Chinges in fadr vatlue of trading wssets

Cramyloss on disposal of rnding asseis

Intercal income on insling assets

Dividdend inconme on lrm.ling isserts

Ciamyloss foreign exchange tfromsahon

Chiher

Met trndln_g o

Cither Operating Ineome

a4

Other opemting noome meludes dividend on eguity imstruments, gam/loss on sale of property and cquipment/Investment Praperty cic

CHher opermting income under this subheading includes miscellomeans mcome.

Bank
Farticulars Ashad end 2040 Ashad end 207
Foresgn exchange reviauation gain - -
Gain/loss on sele-of investment securities - -
Fair value wam/logs on myestmen| properties - -
Dividiend on cquity insiruments 2,364,200 6. 741,10
Gainloss on sale of property and equipmen (49,103} | 274,298
Ciaindoss on sale of investment propemy TR, 117 -
Onerting lease inceme - -
Gain/oss on sele of gold und silver - -
(hhier Operating Income 641187 1, 182,059
Total 3,748,401 9197458

Lok
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Miteri Development Bank Limite¢

.

Bevsing 2 Lupand

Impairment charge{reversal) for boan and other osses 4.35

Hank
Particulars Ashiad end 2080 Ashadl end 2079
[mparrment charge{reversal} on loan and advasees (o BFIs 2. 235,609 (3. 151.607)
Impsiirinent chargeirevessal ) on loan aod sdvances W cusfomers (1,765, 744%) 12.805,.3860
Impairment charge/(reversal} on financinl Investment - -
Irpairmment ehiarge/ireversal | on placerent with BFls =
Irmpaieiment chaspe T reverzal ) o propery and eduipinent - -
Imiparrrient charge | reversal | on Eum:lwlll o 'mLu.nEihic AssEis - -
Imnpeiirment chaggedreversal ) on vestnent proneries . =
Tutul 46t Bl Y9, T41.778
Personnel Expenses 4.36
All expenses reloted o emploveds of s bank are ineluded under thiz head

Bank
Particulurs Ashad end 2080 Ashad end 2079
Salary 33316303 2672 200
Aldlowances 22036417 20,954, 510
Cirntuity Expense 3,10). 3463 921,659
Provadent Fund 2912,524 2,256,596
Lintform 997 500 863,701
Training & development expense 1,834,812 3133060
Leave encashiment 1461 806 (HIZA55)
Medical - -
Insumnee 401,713 361,771
Lanployees meentivi - -
Ciagh-settlod shire-based pasiments -
Pension cxpense . =
Fmuanee expense under NFRS 558,385 M2 6l
riher expenses related 1w staff 2,321,849 3328, 184
Subiotil 68,943,126 SR, 602,149
Employees Bonus 233312790 21,2709 064
Grand Tuial 92275910 T HE1L249
4.36.1 wihor cxpenses related to sl 4.36

Hank
Farticulars Ashad cod 2080 Ashad end 2079
Lewve and Gratutiy Payment 2230,154 3,333,184
Uither 98 695 41000
Corand folal 1321444 3320184

qc 3it aiftie uiddge-2o0ue/0co

oY




Sorik i e By

Uther Operating Expense

Ohperating expense other than those reluting to personnel expense are recagnized and presented m this head.

Detmls prosepted a8 follows:

4.37

Bank
Particulars Ashad end 2080 Ashad end 2079
Drirvctons” fee 5265010 319, (MK
Dhrectons’ expense i, 1R2 S,
Anditors' remunemation R0 0 S, 0
Crther awdit related expense 72453 34465
Frofessional and lepal expense SO0 500, (0
Oifice administralion expense 2OARDATI 19,673,434
Chperating lease expense - -
Chperating expense of investimen! propertes - -
Corporate social responsibility expense | (59,676 13,532
Cherouis fease provisions - -
(ther Expenses 7217285 f.bEh 672
Tutal JLHSS. 269 M I13410
4.37,1 Ofice administration expense Bank

Ashad end 20810

Ashad eod 2079

Witter and electricity I 583 857 1,527,929
Repair and momtznance
{z) Buildimg - .

§ Wihicle 345559 265,050
(2] Computer and nocessaries - -
() OVffice equuipmedn gl fisminue F6T N3] 336,573
{e) Onher H9.B50 45,733
Insurcnce 543917 500,743
Posmge, telex; welephone, fix FILAT 334,054
Printing and stationery |, 583, [H)6 1,472,736
Miews paper, books and journals 2E.U51 33,290
Advertisement 234,146 23,620
Dromation - -
Security expense 89.915 750 1256615
Deposit snd lonn gunrantes: premivm 3404 453 1575335
Travel gllowanes and expense 283,140 234 425
Entertaimment 22100 13,542
Annunbspegial general meeting expense 181,508 143,136
Imiernet Expenses |, 296,336 1,378,645
Tatul 480071 | 19,673,434
4.37.2 (rther Expenes

Bank
Astund end 20850 Ashad eod 2079
Lense ExpensesiInterest ) A= per NERS 16)* | 457,007 2,112,361
RTS Expenses 703,414 17,410
Technical Consultaney Services Fee 22,600 33235
Fuel Expenses 1. 211430 943 378
AMC Software 2,116,444 1,155,747
Miscellaneous Expenses 344303 102,431
Crthier L AL LEZL910
Total 7.217.285 686,672

*Drepreciation of ROU Azser has beon presented under head depreciation on property and equipment and interest has been presenied

imder other expenses a8 per MERS 16,

wE
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Depreciation and Amortisation

.

Bevsing 2 Lupand

4.38

Diepreciation is the systematic allocation of the depreciable amount of an asset over il= uselul e, Amorization i the systematic
ehlocation of the deprecisble amount of an intenggble asset over its useful life. Depreciation and amortization inclede depreciation on

plant wndd equipment & amerization of intangible assets
Detals presenied as follows,

Bank
Purticulars Ashad end 2040 Ashud end 2079
Diepreciation on propeny and eguipment 11,553 159 | 2,190 564
Digprecintion o inveslinent property B -
Amaortisanon of mtongible ssets 22351 322464
Total 1LTT5.510 12,513,033
Mon Operating Incoms 439
Hunk

Ashad cod 20840

Ashad cod 2079

Rezovery of lpan writien off

Ciher income

Tkl

Mon Orperating Expenscs

440

Bank

Farticulars

Ashad end 2080

Ashad end 207%

Lonn writien off

Redunilancy provision

Exponse of restructunng

(Hher expense.

Total

Tnesme Tax Expenses

The bank has calowbined current s on thee basis of toable income as ner Income Tax Act,
e bamk his caleulsted deferred @y expenses bised on the financial stiternents prepared ns per NFRS,

Btk

Particulars

Ashind cnd 2080

Ashad end 2079

Current fax expense

Current year

T2 HIRI38

i1, 175, 115

Adjustments for prior years

2,136,384

Deferred tax expense

Orerpinauion and reversal of temporary difforences

(2.540,552)

Chatyges in fax rabe

(1,237.711)

Recopnition ol previously unrecopmised tix losses

Total incaimie @y expenss 72444 108 4 937 2497
4.41.1; Reconcilintion of tax expense and seeounting profi Hunk

Ashad end 2080 Ashad end 20749
Profit before tx 233,327,899 21%,70,595
Tax amount ol tax Fate of 30% 69,098, 370 63,837,179
A Tax effect of expeases that g mod deductible for tax pumpose 1.%] 384 1. 960,222
Less: Tax effect on exampl oo = =
A less: Tax effevt on other Meimns b iEa it e} JTT 08
T'otal income tax expense T2H25. 334 fufy, 1 75,0008
Effective tax raie 3.21% 435
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Miteri Development Bank Limited
Statement of Distributable Profit or Loss
For the yvear ended 31 Ashad 2080 (July 16, 2023)

(As per NRB Regulation)

Bank
Particulars Current Year Previous Year
Net profit or (loss) as per statement of profit or loss 160,883,731 147,853,294
|Appropriations:
. General reserve (32.176.746) (29,570,660)
b. Foreign exchange fluctoation fund
¢. Capital redemphion reserve
il. Corporate social responsibility fund (549,161) (663,000}
e. Employees' tramning fund U610 (1,097,761
{. Other
Deferred iy reserve - -
fnvestment addfustenent fund - -
Capital Reserves
From Merger
Profit or (loss) before regolatory adjustment 128,553,934 116,519,878
Regulatory adjustment :
a. Imterest receivable (-)/previous acerved interest received (+) (2437907 (3, 194,308)
b. Short loan loss provision i accounts (-Vreversal (+) - -
. Bhort provision for possible losses on investment (-Vreversal (+) = -
d. Short loan Jass provision an Non Banking Assces (-)resersal (+) (7.906,213) (5,707.872)
. Deferred tax assets recognised (-)/ reversal (+) (3,304.359) (3,661,899
f. Goodwill recopnised (<) impairment of Goodwill (+) - -
g, Bargamn purchase gain recognised (-)/resersal (+) - -
h. Acturial loss recognised (-)/reversal (+) (854,740 (82.618)
i, Other {+-)
Fuir Value Reserve (15.553) -
Net Profit for the vear end available for distirubtion 114,030,161 3,873,181
Opening Retained Earning as on Shrawan 1 140,793,440 148,108,240
Adjustment (+-}
Dhstribution:
Bonus shares issued (110,573.367) {106.051,133)
Cash Dividend Pasd (5,872,282 (5,58],639)
Total Distributable profit or (loss) as on vear end date 137,377,952 140,348,650
Annualised Distributable Profit/Loss per share 13.53 1554

L=
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5.1 Risk Management Note 5
The robust risk management capabilities is imperative in ordet to achieve an effective risk management framework
and contain the risks associated with the business, a fully functional Risk Manapement Committée is responsible
for identifving reporting, controlling and managing credit risk, operational risk, market risk & lqudity risk.
The Risk Management Commitiee oversees global. macro. micro and departmental level rsk that arise out
of daily business operation as well as on periodic basis and are put to the oversight of Sénor Management,
Risk Management Commiftee and the Board commitiee 1o discuss {he reporte thereon and issue instructions as
appropriate,

Risk Management Commitlee:

The Risk Management Committee is an independent committee of the Board of Directors that has, as its sole and
exclusive funetion, responsibility for the risk management policics of the Bank and oversight of implementation
of risk management framework of Bank. The committee assists the Board of Directors in (ulfilling its oversight
responsibilitics with regard o risk appetite that the Bank is able and willing 1o assume in its exposures and business
activities, risk management, complianee ramework, and govemance structure that supports it 1t periodically
reviews the risk munagement process 1o ensune its inteerity, accuracy, and reasonableness, 1t also reviews whether
the internal control and dsk management system 18 adeguate or nol W ensure well-ordered and prudent conduet of
business. The commitive 15 fo reviews the overall risk management structure and monitor the effectivencss of the
risk management system,

Risk Governance

Bunk has implemented policies and procedures o mitigate the risk at eoterprises level ansing to the bunk and has
trimed risk culture among the emplovees by establishing ownership mentality, capacity building programs, well
defined job responsibilitics and ihabiting good ethical culture. The Risk Munagement Commitiee is responsible
for the estublishment of, and compliance with, policies relating 1o Operation risk & Credit risk,

The bunk's risk governance strocture is such thit the responsibility for maintaining risk within the banks risk
blanket is dropped down from the Board to the appropriate fanctional, ¢lient business, senior management and
commitlees. The Board has sel policies and procedures of risk identification, risk evaluation, risk mitigation,
and control! monitoring in line with NRB directives, and has efectively implemented the same at the Bank. The
effectiveness ol the Bank's miemal control system is reviewed regolarly by the Board, its commiliees, senior
management, and internal audit committee.

Credit Risk

Credit risk management strategies include effectively munnging the risk of finnneial losses ansing out of booking
an exposure on counterparty dnd also ensuring independence of the eredit risk function from the orgination,
trading and sales function. Credit sk is managed through a defined framework which sets oot policies, procedures
and standards covering the measurement and management of credit fsk. Clear segregation of duties has been
established between transaction originator in the business and the approvers in the risk function.

Credit Risk Mitigation (CHRM)
The banks follows the following well defined procedures o manage and mitigate the credit related sk at the
various level;

= "The lending business is the primary business and source of asset creation for the bank and also is the
bank's significant material risk, Credit risk is managed following the bank's intemal policy and the applicable
provisions of the NRB Directive. Our revised Credit policy and/as well as new product paper guidelines of
the bank set out the standards, prineiples, product features, eligibility enteria and financing terms wherehy
minimizing any risk associate with the same.

Credit Policy / Product Paper Guidelines are in place that provides the firm foundation for a healthy credit nsk

qc 3t mftfes uiddger-2oue/oco ce
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minagement environment in the bank by defining clear roles and responsibilities of various functions and risk-
takers in the Credit system,

A thorough andlvsis of the borrower and the industry in which the borrower operates is ensured before
advancing any eredit facilities, The Bank primarily focuses on ensuring prodent financing requirements of the
clent and the client’s capacily to repay the debt obligation on time.

The credit underwriting process at MDBL includes the involvement of multiple functions, thus promoting
the independent assessment of credil risk. The business sourcing activities and relationship management are
carried out by Respective Relationship Manager, who is considered as the first line of defense in credit risk
management,

For sanctoning of loan, ¢ different limit has been set for different authority to mindmize credit risk:"

Operational Risk

"Operational risk 15 the risk of adverse ¢ffects on the financial result and capital of the bank caused by omissions
in the work of employees, inadeguate internal procedures and processes, improper management of information
and other systems, and unforesceable external events. The risk stems from the risk of loss resulting from
inadequate or failed Internal processes, people and systems or external events. Suitable internal control has
been planted in the bank to ¢nsure that operational fisk 15 within a tolerable limit The Bank has ploneered
in adopting technology 1o create efficient provesses and systems o eliminate the risk at source. designing
key risk indicators, implementing control poimits, and establishing provedures for ineident management,
Internal audit is considered as the third line of defense in risk management, and the Bank has formed an
internal awdit committee in the coordination ship of non-executive dircetor. Bank has appointed qualified
and capable chartered aceountancy firms as an internal auditor, which, among other things, responsible for
verifying the adequiey of measures adopted for risk manggement in different branches, departiments of the bank,
Internal guditor, among other things, i responsible for verifving the adequacy of internal control in the
Accounting funetion, Operition function, Human Resource (HR) function and other funclions within the bank
and suggest sulable methods/procedures to strengthen the internal control. Likewise, the Internal auditor is
also responsible for ensuring complinnce with a legal and regulatory framework such as NRB directives, Such
function, in tum, helps the bank 1o minimize the different types of risk posed to the bank at @ minimum level.
In addition o compliunce with the legal und regulatory Famework for Information Technology (IT) practices, the
bank has framed ""TT Communicabion and Security Policy, 2076,"" which is u governing document for IT practice
in the bank. The bank conducts Information System (18) audit following Inlormation Technology guidelings of
NRB/hased on necessily deemed by management,

Bank has a disaster recovery stte in Kathmandu, as per Disaster Recovery Policy (Parl of “IT Communication
and Security Policy, 20767}, whereas Business Continuity Procedure shall be implemented soon,  Adrill is
conducted to ensure that operation of the business in case of disaster/distuption,

To avoid risk ansing from overdependence on a single emplovee, risk arising from collusion among employee
and risk oceurning from an emplovee performing a single task for o more extended period. arrangement for
transfer of employee bosed on necessity and provision of force leave is in place.

In addition to the above measure bank has the following measures which are precisely followed for operational
risk management;
+  People
o Tinely recruitment of the right people in the right place.
o Continuous training to staff based on necessity,
o All staff is well versed in the Bank's policies/processes,
= External events
o A compliance review of each process is regularly reviewsed,
o Ensure deployment of trained security guards,
= Internal Process
o Banks staff before assigning any task are well trained regarding the internal process,”
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Market Risk

The Bank recognizes market risk as the possibility for loss of camings or economic vilue to the Bank
due to adverse changes in the market level of interest rates or prices of securities (equity), foreign exchange
rates and volatilities of those prices. Bank has an Asset Liability Management Committee (ALUCY) which
meets periodically to discuss prodoct pricing lor deposits and advances and maturity profiles of assets and
liabilities. articulsting interest rate, view of bank, funding policy. transfer pricing policy and balance sheet
management. Market risk comprises three types of risk: foreign exchange rates (corrency risk), market
interest rates (interest rate risk). and market prices {price risk),

Liguidity Risk

Liguidity risk is the risk that 8 company ar bank may be unable to meet short term financial demands, This usually
oceurs due to the inability (o convert a security or hard asset to cash without a loss of capital and/or income in
the process. Liguidity risk arises because of the possibility that the Bank might be unable to meet its payment
obligntions when they fall due, as a result of mismatches in the timing of the cash Rows under both normal and
stress circwmnstances. Such seenanos could occur whien funding needed for liquid asset positions 1s not availahle
to the Bank on acceptable terms,

The Bank works continuously towards risk diversification of its assets base so as to achieve better portfolio mix

and to protect/enhance the overall Ask on its loan book. The stratesee focus of mapping business s gradually
reducing high-risk assets and increasing low risk cxposures,
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5.2 Capital Management
The Bank manages its capital 1o meet regulatory norms and current and future business needs considering the
risks in it business, The board of directors on the frequent intérval monitor the capital adequacy position and the
risk weighled assels and take a necessary siéps as appropriate,

The bank capital comprise of the fully paid equity shares, statutory reserves and other reserves, Upto the reporting
period the bank has not raized the capital through the hybrid capital instrument.

Capital Adequacy Table
At the month end of Ashadh, 2080

s A "t

I | RISk WEIGHTER EXPOSLRES

Current Perlad

Prewliies Period

sk Welghted Bxposare for Credn Risk

4,105 354

A B2S 81T

Risk Weiphied Expraure for Operationa] Risk

Al R

i

Risk Weiphted Expesare for Merket Risk

Tatal Risk Weighted Expusares (Before sdjusinents uf Piflar 113

4,675,422

5,102,548

Aufrxtmirny wnder Pillar 11

SHE fdu (%)

LM pobicies & peociscen are aol sabigfactiey, wdd % of wei aiterest iporeme i $EE

241

SR i (i)

Add Vi e dedal déposls eue o Deuiflolond Liguid dyseis

SRP tdn (T)

Auld RIWVE eguvadein s recipsvagal of copital chuege ol 2-55 of fivas dncome

91a21

SRP fda (%)

Chrrml] sk mnlmgmlwrpr\l’ﬁn’ﬂ'um.’ rlrrrw!r.ll'a-.-. e il 'iam'r_lff.lr7ml:|' Holed 5 .ur'.ﬁ' WE

141 269

L5387

SEI fda | R

I desived level af dizclrne reguiveaet oy nof baen achieved, Add % of RFE

Tuinl Rink W:.Ijllnl Eapmsures (Adler Hank's adowsiinenis of Pilbar 111

4815491

5,150,238

1.ICAPITAL

Current Periogd

Frusious Period

LA} Coire Capital (Tier 1}

1,412,033

1271914

Pald ap ity Share Copital

1015061

W AR

brredecmable Nog-cumulative prefesence shops)

Shase Premim

Proparszid Bumas Equily Shares

Statuinry Creneral Reserves

239451

227010

Rattinsel Earmins

137378

[diLETH

U oadited corrent yenr cumnalogive profist los)

ppital Redempiion Reserve

Cnpital Adpistment Rescryve

Dehertore Redemption Resre

Dhvidend Egualizaiion Reservnl

Unher Freg Reserve

Lesis: Ginoadiwill

Lysi: Fachilions Asscts

Lt Iovestment o eguuey in leensed Flimneas] nstivitions

Luse! Invistment in equity of imstilisns with fAnaiscial inlereas

Less: Imvestment in equity of metimtions m exvess of limits

| e=in: Ypvestmiprin nril-:in-g ot ol underwrrmg commitmenis

Lagmin: Rl:v:lprucnh.'rl.ls.qhﬂl[lnﬁ;.

Liss Purchise of land & buildmye o exeess ol B aond umilized

Lisg: Other Dreductiongs

tdfurstmienes pader Pillar 11

SR fidafl}

Lewss Shartdull an Provisaon

S fdai2)

Lisa: Loans & Faclliies extendod v related parmses amd ressracted lemding

iR} Su

plemeniary Capital (Tler 2)

4,081

Cumulative pndior Redeemihe Treferenee Stinne

Subordinated Term Debi

Hybiwd Capital Insirunsongs

(ienanl loan boss provision

0%l

i, 441

Exchange Equalizntion Reserve

Invesiinent Adjusiment Reserve

Aot Revilualson Reserve

Dnheer Keserves

Total Capital Fund ( Tier 1 and Tier 11)

[AT6. 112

1,334,582

13 CAPITAL

ADEQUALY RATION

Curreat Perlod

Provivies Perlod

Lhest £

Cagitul to Toml Risk Welslited Exposures (ARer Bank's adjaments of Pillar 1y

.32

2 T1%

Twrl

and Tier 3 Copand o Towal Risk Weighied Exposuresi Afier Honk's odjusimenss of Pillar B

KLk

23420

23
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i ) Wl 2 el
Amount in MPH
1 npital and Caplial Adeguacy rathis- as per (5.2)
2 Information ahout subsrdingie dein
The barnk doginat hove subordmate debL
A Deduction fram capitnl
Farticulars Aol
DreiTered Tox Azt ]
A Tatal Qualifying caphial Curretil Period
Total core copral [ Teer 1) 1.412,032,743
Tusial Supplensentary Copitali Tier [ el i
Tatal Capital Fundd Tler 1+ Tier I 1ATe 0 15403
SICAMTAL ADEQUACY RATIO
Farticulars Fercentige
Tier | Copiwl to Total Risk Weighted Exposures (Afler Bank's adpatments of Pillar () 4
Tier | und Tier 2 Capiral 1o Total Risk Weiphiod Exposieresi Afier Bonk's adastments ol Pillor 173 S 6E
& Swmmary of the bank's Internsl appronch (o nssess the adeguaey of capital to support current and Tuture activitles
The bank considers the copital pdeguney requircmment pursinnt to the provissan set by NREB. The Ther | Caprizl miss of
he btk s gt Ashad 2080 15 29 32%, il the fotl capiul mutio = 30.65%,
T Bisk expisire - As per firns I eapial sdoquscy hie,
R Amnmmi of Non-Perfarmbng Assets (Gros and Mot Aot
Marticulars Laross Aot Froyision Ml Amdinmi
il dard 19 bR 513 4, T, nIH 14 206 HES
Plesitrueiurvil . . H
Chimnbrial 3,51, 3 1150 8l (IR
Lisa 15,0l 152 15060, 152 .
Tutal SR, 151965 A1.%00 AN 6291515
W N perfnming Assel ralin
Particular Fureendages
s MPA o G Advonces 12544
Ml WA 1o Mot Advanes .53
Vi Alovement of Nenperfonning Assef
Porthomlars Balanice Movement
Asilva 79 Al B
Suls=iamdzand 1] ERB, A0 ER LR 1 TR H2R)
Resitrcturud L . '
Dirsibwilal 14,07 3% T4 R A LR R AT
Lisss 17070807 I5. 060,152 12 10,755)
Tatul SR 154.0 0 ﬂ.l.‘iylh! 5A118,340
1T Wrltren aff baun
During the repoming pericd bank hos written ol anlerest smoosding o B 2473 08414 which hes been sppeovl by Baard.
1L Mlovensend im Loon lis provision
| Partheutar Batanee M e
Avhaal 79 Ashigd Bl
[Pams A5 0260130 STEUT 455 (1. 13R.547]
Wt hi (I RARIEL] fr.1H3.1 7% A TIR, |44
Subsinndand SAT1 555 4.745 63K LTS AT
asiructured - - -
Dbl TORE |88 LSl Pl 28]
| DAAEN T8 i5.168,]32 1 320,347}
Natal 471N 5,04 ,i11 A0
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13 Movement in Interest Suspense

Particular Balance Balance Muovement
Ashud 79 Ashad 80

Interest Suspense 7494 49% 11,364, 1492 3 K64 694

14, Dietails of Additional Loan Loss Provision(Dilference of provision between this Yesr and immediate previons Year)

Particulars Amouni

Pass | T,I]S.i-l??
Waschlist 4 TR 144
Substandind (675057
Restruciured -
Poubaful 4, B, 463
Luss [1.320.247)
Tuotul 464, B0

15, Seggregntion of Bank investment port filio

Particulars Amount
[nvestmenl secunbies measured ol amoelized cost 252 1T0HTE
Investment 1 equity messured ol FVTOC] 29,784,130
Invesiment in unguoled nssocinigs

Oither Trading Azseis -
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5.3 Classification of financial assets and financial linhilities
The financial assets and liabilities are clussified in Amorised Cost, fair value through profit and loss and fair value
through other comprehensive income. The following table exhibit the the classification of financial assets and

linbalities;
3
Financial Assets : - As on 3 st Ashar -[I-Hi_ :
Amartised Cosl FYTIL FY T Tatul
Clush angl Cash Byuivalenes 412,554 4104 - 402 R84 d04
Dhie from !'\.'¢|'|.1| Rastrn Bank 2400, Wikt 157 240 R94.381

Pizeement with Bank and Fimamen] Ensbtutsons

Deerivaiive Finuniial |nsirumersis
Oibser Truding Assets

Loiins and Advaieees 1o Blls

| FYETATY J.|.Iﬂ] |'LI] VRIS ':- PTES TR TR

WnA52.052
A 218 904 202

3P0332.052
4205054 22

Ivesiment Securiipes XR84T T TR |30 LARL 154 805
Ivesiment i Sabsadiomes - -
Investenent i Assosities -
Tnvestment Fropetiy - .

(bt Assels ey, 731,879 - nd T3] N7
Totnl Financial Assets TH77, 067 568 29,784,130 K, b, 551 6595
Financial Linbilities

e 1 Bank and Firanciol Instinminne 51,766,970 = 33, TREATIAR
Daie i Mepel Rasira Bunk o

Dezrivative Finoncial Insinamenis - - -
I.’L'p'.l.‘\.iu Traen Cusjuimicrs r-.ilﬂ-!-.iﬁﬁ.u'z - S S00HER AT A3
Borrowings . . -
Cnber Linhilries T4 270 Koy - TAZTO RV KR
Dabd Sevmrthics Esised . .
Toinl Financial Liahilites 633,024,106 - 633,924,190
S As on 32" Ashar 2079

oo Amartised Cost FVTPL FVTOLC] Tatal

Cosh and Cash Equivalents 324,563,774 - 324.561,TThH
Dwe [Fom Mepal Rastrn Hank ah SR 435 - BHYSHASS
Placenmem with Bank and Fimaneinl Indtitutions - -
Denivarive Finaneesl Insmuments - -
Chber Trnding Assety . - -
Lo amd Addvasces w WETS 220,507 745 I INTTAS
Louns and Advorees io Customars 4RI 237033 4,834,237, 133
Trventmeml Secariibes (RTINS M 192430 | 35,007, 14N
Investment in Sabssdinaes .

hvesiment in Associates - -
Livestrment Properiv - - -
Orber Assits 136,668 215 - 130,058,215
Total Flnasckal Asscts Tol0h, 49,975 AR 450 TAIRA4I405
Financial Liabiliths

Do vo Baok amd Financiol Instinomons A EL6ATS - T80 5T5 Ak

D 1o Mepal Rasira Bank
Derivative Frnancel [ngimimenis
Dhepaiis from € uslomers
Bormmwings

(b Lizhiliies

Dichi Securitics Issuedl

ik U LD

97735241

LUIGEE CREE R
7,735 2400 K2

Total Financial Liabiliies

6,321, 145,123

6,22 145.128
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5.4 Operating Segment Information
1. General information
Factors that management used to identify the entity”s reportable sepments

An operating segment is 8 component of the Bank that engages in business activities from which it may cam
revenue and incur expeénses. including revenue and expenses that relate to transactions with any of the Bank’s
other components. whose operating results are reviewed regularly by the chief operating decision maker to make
decisions about resources allocated to each segment and assess its performance, and for which diserete financial
information is ayatlable.

Based on the nature of the business, transactions, products and services, the management have identified three
reporting seginent for the purpose of financial reporting:

2. Information about profit or loss, assets and liabilities

Partheilbars Sunsarl Musranyg Jhapa Total
Revenuzs rom external onsomens PIECTERE] I23200 BEd 4, 114517 HIEAM55T
Inter S I‘.tpmlwn.'ru'\.-nnuuh T 150 KES |_Z'-I].HIJ-I.‘|'.!-I'| 3,054 50l y =

Ml Beveinue TR ESGA56 194425112 2, THY WG L ] 53T
Inferest revenae G92,61T 666 232,090,050 3,685, R4 UTE.FIRSI0
Interest expisnue (el 03 A0 RS 0S5 114 {14906, T460 (RIRARL |63
Met interesi expenses/rovonue 274,583,043 T703.834 A8 76058 30 3HT057
Dieprecinipion snid amorisenon T L] e 4 251,002 i T 11,775,511
Bepment profit fkossi 244,124,763 14,237,034 (e T L LT} 236, bbl5EY
Imipairmeni of nsscis [RIEE TN 14,724,776 A RRA 144 M A
hgurnt assels G, 204 107,668 L A0R 326 T30 AT, TRl L e HAMIH, YT 8RS
Segment linbilities [ e I R e 185 LIH.654 HARHL 97583
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3. Measurement of operating segment profit or loss, assets and liabilities
The transaction between the branches are recorded using the intérbranch  account, These accounts are

reconciled and inter  balances accounts are cancelled out at each reporting date. The interbranches révenue and
expenses are the transfer pricing of the funds which iz caleulated using the bank's policy,

4. Reconciliations of reportable segment revenues, profit or loss, assets and liabilities
a. Revenue

Total revenues for repartable segments YR d | 537
(ither révenues

Elimination of interseement revenues

Enfity"s revenues Se8.041,537

b Profit or loss
Totul profit or loss for reportable segments 25066068
Other profi or loss

Elommation of intersegment profits
Unallocated amounis;
Uiher Adjustmen

Borus (23331 T
liagentive -
Profit before lncome tax 133327 B

Tox Expenses (72444, 1 68)
Net profit for the period 160_883.731

e Assets

Total assets for reportable segmeats B MR |97 551

Dithet gssets
Unalloeated amounts

Entity’s assiis 8,008,197 581
il. Linhilities
Total heihties for reportihle seaments A,008 197 583

Other Habilities
Unallocaied labilities
Entity™s linhilities B985 197 583

5. Information about products and services
Revenue [rom ench tvpe of nroduct snd services:

Loans & Advanees TEE. 522240
Moy wt Call 1,757 083
Investment Seouriies 200,504,027
Remittanee Q25188
Service Fees -

Digital Banking Services 3,083,304
[‘oreign Lachange .

Mon Fomded Credin Services TU, [ 88
Onher Alhed Products und Services 2545511
Totul Revenne before Interest Cost PUR.041.537

ac 3l aftie ufddger-20ue/0t0 ez
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o, Information abom gragraphical areas
levenmie frem folkewing pongmphical nreis
Aresy

omestle

Prowinge | WGRnd 1507
Trwinee 7

Mg 3

Prowinee 4

Province 3

Mrowince #

Prowince 7

Furelgn

Totsl NEEN4153T

T, Informatlon sl majoe customery
The bank dises niet have imy custemer, which geoerste mome than 10% ol e eninty’s ceveime.

5.2 Share options awd shure hosed payment
Thee bank dogx g extend dee alore apticos and share buaod povment 1o 2oy of s eomleyees. Thus, dusmg the repoeting persiad the bunk dises ot hove oy the frunsactiom tha

wre B b ueemmited us per MFRS 2" Shire bied payments™

A6 Continpent lishilities nod commitmen)
Comnprelensivie disdlosuee ol the condingen) Bebilites amd conmipents ase msde an ot 428,

5,7 Helnted Party Disclosures
I List af rednberd jiurdy
Thar following parties have beer idenfled 25 (e relaead pany ermacion os per NAS 24

5. Name ol the Related Puorty Relatimnship

hostan Maskey Cluzmen

Gambhirmaon 1'asdufar Dharectur

Weph Ruj Shrestha Drinecoor

Shambris Trovad Shresaha Trmetor

Hanudsnan Haslhvvan Shresiha) Thineeenr

Teears Pensad Duhal lidepemdens Disectog

Tulasi Prassd Wosid Chiel Exgeutive OiTicerCmnpany Seendtary

g A B L b —

Ik Related Parey Tramsnctlens

Banrd ol Iireciars Allowances amd Facliitiey

RN Particalnry Min ol Meetinps Sittiog Fues

Heasd Mesiing dE1 500

Andit Commitioe Meeting 1,00

HR, Commitiee 41K

Kisk h.lm.lgcmnnlflmnml]n: T4 1)

Aunte Musvey Laundereng Prevention Cimingles 21,060
Todad 210,500

PN S N P e

B | [ | —

Im mlidstion po phewe mesnee allowsoce, the Chamaes of the board and otber member are entitled 10 for rewspaper.oelephone feifiy

koev Mamagerial I'eessnnels Emoluments and Facillibes
N Forticelirs Ampuml
I Salury 5, 5HI, K1
1 Allipwsinee 1 A 26,000
ol 5.430,0980
In malifatiom b abosse, CECFof the bank iz cntiled a Booap Dhochain Allowance und other facifites ssch s telephoec vehicle as per the comtract with boand,

5.8 Morger and Acqulsition
The hank has neither erterad Intn merger nor nogquined sy bank enil finencials mstinnions,

5.9 pddithonnd dlvlivare of noo comsolidated citities

NA

5,10 Events aler reparting date

oo uwensi reguiring the adinsmiens w per MAS 10 "Events cgeurmp afier Reporimg Fennd® are observed alter the reporting perimd
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6 (Mher Disclosures

6.1 Dividend

Bank has proposed 9.50% stock dividénd and 0.50% cash dividend For equity sharcholders by the decision of
board of directors meeting dated Sth November, 2023, [t will be distributed 10 sharcholders afler approval from
Mepal Rastra Bank and annual general meeting of the bank.

6.2 Corporate Social Resposiblity Expenses

"Mitern Bank's approach to cotporate social responsibility (CSR) focuses on the three dimensions of
sustainability to create ceonomic, environmental and social value. TSR policy aims to set the Direction
for a future-orientated business strategy that balances cconomic success with environmental and social
responsibility, Our  prioritics under CSR are: supporting to the less fortunate and  underprivileged
people of the society specially for education to make sustainable social change in their lives, promole
sports and culture | preserve and develop heritage sites, help 1o upgrade health facilities. natural
environmenl protection program, help the people W overcome effect of natural calamitics and disaster ete

CSR Activities undertaken during the reporting period are as follows:

Particulnrs Amount
Finansinl ssstance provided o *Sheee Knshns Gossewa Sadan® which has been aking care of Sty caitle 4,000
T shisy, Triaser Distribots] s atudent of "Bhaygsad Adbarhlal Seiool”, Dhan 43,564
Finnescinl Assitence providied o "Gitalbawun” for prgemising Knshan Jumasstum cebchuratin program 61,000
Fusigedal eracy Feogrmm codicted s “Shikslia MNiketng Secondise Schoal™ Dligean 570
At expenled 16 purchase Harvester Brush grsss cuter machane shich s prsided to "Saracha Balika Momune Madyamek Vidfataya" Dl 38,0
Finacial Taeracy Progrm coniucted in "Mabemibn Multiple Compas” Dharn, "Pabéic High School” Dharm b fe
Amount provided & " Dherzn Expo 2079° for prometing kecnl trade £ husiness and Sacilate srde betwoen mumatoetorer mnd comsmmer 30, G0
Finarsail lneracy prosam-conducial m “Shinks Balika Nomumi Secandary School" [, "Rastriaya Jmashyog Collepe” hlan,"Shree Secomlary

Sebed” Mirgoukive Moronz, Anmoug Sscondary Schowd Kerabari® Sirong, "U_N Callege” haran 74 580
Funuesol Litgraoy Mroermm conducted 1 * Miibendea Multiple Compes", Uhirmn L, i
Finaneinl aisilance provided *Sheed Kam Seeomdary School"Pakhehis [hankuin for the management of edoetion mavesial o sideni L o
Financinl sssiszance provided w "Nepal Udlyamshil dakiia Sangh®,wirich organicess skilled based pragram s enhancs entrepreneosstip in sociaty b ey
A expersded 1o parchise COTY wheeh o instlled on® Maya G Mepal”, "Maya Ghae Nepal® hos Been providing protection and resoue of

Peelpless wodenie et and bameles poople MLEI0
Amennt expeiwlil o purehase flex hoard for efeating tmffic owamess ta generil pecple an requdiru!’"Di:ﬂnu Traftie Offze, Sungar” 51 &0
Finuncial zssilanee provided do "TAPLEIUNG SUNSAR| CONCERN SOCIETY whach provides rebief matenz! o people affecied by retural disasier 3,000
Fanoncinl zssttence provided 1o *Satvn Sm Schoel” Dhameniwhich provides free of vost educnon i english medmm w poar ood peedy student | for

buwing Litwary Rk 1 541, 0
Talal 1,159,676
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6.3 Disclosure with respect to compliance of directives issued by NRB to curb effect of COVID 19 (As per

format prescribed in AGM Clearance Guidelines.2077)

Annexure |
As of Asadh end 2080

Particulars Mo, of (‘uslnmersj.—\mnum (NRs.)
Agerued Interest Received after Asadh end 2080 Gll 15 Sharawan 2080 421 6,022,252
Additonal (1,3%% Loan Loss Provision created on Pass Loan Porttoho 5,15 13,360,958
Extension of moratorivm period of loan provided to Industry or Project under
consirucion A NA
Restructured/Rescheduled Loan with 5% Loan Lods Provision - -
Enhancement of Worlking Capital Loan by 20% to COVID affected bormowers Ma NA
Enhancement of Term Loan by 10% to COVID affected borrowers NA NA
Expiry Date of Additional 20% Working Capital Loan {COVID Loan)
extended tor upto | vear with 3% provisioning NA NA
Expiry Date of Additional 10% Term Loan (COWVID Loan) extended for upto |
vear with 3% provisioning N HA
Time Extension provided lor repayment of Principal amd Interest for upto two
years as per ¢lause 41 of NRB Directives NA NA

Annexure 2

Particulars Mo, ul'{‘.uuiumvrsi Amount (NRs.)
Refnance Loan MNA NA
Business Continuity Loan MNA WA

Annexure 3

Particulars

As of Asadh end 2080

Mo of Cuslnmersiﬁmnuni (NRs.)

Subsidized Loan

208| 9420519091

6.4 Disclosure with respect to Interest income recognition, Interest receivable on loan on Ashad end 80 and

Interest received up to Sharawan 15,2080
"lnderest  has  been  recognised as  per  acoural  basis of
NAS I8 subject to Gudeline on  Recognition of  Interest

accounting  in accordance  with
[ncome, 2019 issued by NRB.

As per NRB Dircctives 4. applicable for FY 79-80 acerued interest of 79-80 (not received up 1o Ashad end 80)
Jecelved up to Sharawan 15 can be pceounted as interest income of 79-80. Bank has opied above provision and
interest received up (o Sharawan 15 has been accounted as interest income of 79-80. The hank has trasferred onfy

Lo

deeried interest of ashad 80 not received up 1o sharawan |13 o regulatory reserve,

Details relating to AR and interest received are as follows:

Particulars Amoumn

Total nterest receivable on Ashad end B0 Excluding Bad loan 17,386,444
Total Interest receivable on Ashad end 50 on Bad loan 2,043 804
Total 19.430.253
Interest received from Shrawan | o Sharawan 15 other than Bad loan 6,022,252
Interest received from Shrawan | io Sharawan 15 on Bad loan -
Tuotal 6022252
Total Interesi not received up to Sharawan | 5irelating to AIR up to Ashad end 8 13,408,001

dan 18" Annual Report-2079/080
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6.5 Disclosure with respect to NFRS 16

ROU Asset

Ashad end B0

Ashad end 79

Opening balance 27,572,517 -
Adjustment 1086070 -
Acquisition - 31,911,796
Depreciation 4,511,013 4,339.279
Closing Balance 24,147,574 27,572,517
Lease Liablity

Opening Balance 28,489 567 31.911.79%6
Adjustment 1,086,070 -
Accrued Interest 1,957,907 2,112,561
Payment 3,673,308 5,534,790
Closing Balance 25,858,235 28,489,567
Depreciation charge for the year 4,511,013 4,339,279
Interest Expneses for the Year 1,957,907 2,112,561
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