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TR et @t faf=T gigemee waet Anroid POS 9T
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(Corporate Social Responsibility)
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THTHT TSI 74 STUSTT S FHTSSTE GHTHT TS TRl &
Tt e T He aTidcd &g ST g7 | dfe favaes
STTCHET, T ek qoT foxfier Seermer ST JATHIeRT HEAHT
¢ UfaeTd T HEITTT AT it (HuHsTr) T
T wTeae et ferer SR MR B | et
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2 STTHT & | HATHAT GATHThT el LT TSR ST
& T FHIIEEHAT W T slohehl 329 ATET faraie T sfeper
fifedesas T ¢ STTHT T | GHieT M Sehet
amTiee STETge #Eas feaar fed wifee wimmener
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*.8 FUEE T (])
. sTfeq TTelTer Ufed gad aur 3,00% 8¢3.¢C
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3 d’)ldHIUSsiq')l HE NS ToS] ¥34,040.00
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. Torcir ameRoT FRET GoumerawmT T | 29, 44,00
" | SIETER T TRUEHT @
fardmoT dar

UTEshetalTs STCATEeh BT UG T4 33T 3TIET sohet TR
JTeie e Remitap TaT g% TehT & | Skl Remitap AT
favaent fafw=r JveeaTe desr T oXereqHT favmor frsEmsa
I ITET slehel Teh MHIEsh! & | et USA T Europe
T YU TTEhe®alTs TaUNUT RIS THeht @ Lalit Money
Transfer &7 TgwRl TMHIS | TH TAT AhT TTeshel 3T
YT STSaTE feHT Y I[eoh TUTHT TehT HTHAT HTH-T qT
arfirsaTs fHoTeteh! S QT W Y38 Jos | 39
HAT HTSTYey sieheh! HIATge Sifehs T JSTHTEEHT 3UTsH & |

sfet gTet T sretreiehT Lulu Exchange Limited & fasror
HRBIT T FRIAR Todlaq aait Mg & | el faf=
ITTEEATE TST3oh TohH SRkl TFUT ITETEE T SR BNTT
TWHT 20,000 VT T&T YTHHT HETESTE U T+ AfF S |

TJEHT T Fohel TATHT THhE HFI-1% sted Western Union,
Money Gram, IME, Prabhu Money Transfer, City Express
Money Transfer, CG Remit, Xpress Money, Sewa Remit,
Himal Remit, Samsara Remit, GME, I-Pay Reliable, Ez
Link, Nepal Remit, Esara Remit , Nishi Forex and Leisure

Limited, Swift Remittances Inc. AT &7 GFbIaT T st
FOAT faNUT S[HIIhT e fAeTs Wbl & | ekl WRAHT
e Nishi Forex and Leisure Limited, Swift Remittances

Inc. G faINoT SHRISR THeRT AT FREBIAT TRUHIS |

a1 gfafy

Sieh TTEharTeRT T FRat uftegd, gefer, e, favaeHi T
TMTERRT Giaem SaH ekt ik fafvieT sTemgfrer gemr qur
HoIT faferehT JRIRT 118 TS S |

aTeteRT dfedr Asmeanr fefsea o o= aftereamTens |l
TATSTRT TR Sohel BTeT T TGt fafi=T STT<Ie Te
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STPIIATS U AT ISTEHT Y13 HIHehT AT T & |
TefSrea SiohehT Tvar Taerr oI HTeshanTah! Sfehe STTvETs o
TR T HEST SIS slehel ATeehariehl dTeT TR fafv=T
TISTTEE 3ol MTTHehdTehT BT Gl 71 ST & | bt ST
o wfeRTeTs S TET T SMTERRT SHTSeRT TR &t
TSHT 3ucTse ek Ufafer swet erfefpioer  gefaema
(Artificial Intelligence), wfe @fs (Machine Learning) s
ST e |

SR TrETferd Tt ST UishaT ATt STTHT TTeehar RhT Siifee
U SfheT Tk Tiee fearor (KYC) smforerter, MeroShare,
Demat, Delivary Channel Tae ST 311 i TaTesats
STATS HTthd TEohah BT -SIaHT T3 HbeT UehT & |
fefsree Spent wumr Trpr 7 fagr fefsea sr fawem 3
ATRAT USS, THY JHHT AT st fafer=T fefseet gohr
TRt STERaTs ST T~ TRIFRATATE® ST& BTt
verree (PSP), syehiT e eTetee (PSO), fafa=r frmes
THehTIEE T TR USIHIEEET HH-RT T e TG ST TaT
Tordw 116 3TMUshT & T wfqemT a9 SRl Tt fer T @ |
OTehaTeRl Taefiel Sk STawshdlee QU T Siateeeenl
I FRTT ThT TATHT sidhet g, Tovaarter mfataes qarem
TEeh foshTe T SooiaHTT F9HT SHTHT TReRT © | 3=oad T
SUASIATRT GHATEIdT T ATEehaRTeh! Taq TRIHRATATERT SIETehT
GUATATS TSR 716 Stehel i ek STeT hag® (Wrfieh STer
T, TR ST UL, Taugenteli ST &-2X) TATIHT TR crehT
Sfer ST 716 SR & |

faterenr sy faerrae e fafaer grar Sifem uft Sifew
STITHUATE T Ufehad | JT slohe] ALAT TG THUT g
T |geR SieHe%eTs TR F9ET fefuent & T ar
STREwE%eh! HIRTUT THehT AATHT sfohel JRITeT HISTHT STeTefeh
Taerfad wiaty qor @R famemr Sie fad Seera rHT
U 71§ STHT |

CICCRIHIBE e IR LT

09 HTYTE THT-THT SHAT FHTIL TSI FALhT FHHETIHRT
HEAT 224 ST T 3T HHATIEEh! H&IT 2¥ <R SHT R He
FHAN HEAT 2ucy SHT Rl & | THET aHdT 2co SHT
T FHER TR TAT 204 SHT FHHARIEE Sehehl HaTeTE
T UHT & | T FUARIGEH %3 AT (¥o Ufard)
ufeeT FHETIEE TRt & | FHUTRIEEh! H1E GETdTeh! JoaTe
T AT BAES 359 T HIEHrTeT STETa—aT STemia
Touars womel (Performance Management System) s
AT 76 ARTURT & | T8 WoTTeflel FHHATRT Ik e
(Objective) = w=TeHek (Quantifiable) Femse ™ 6 |
sRetTs Taret, Ufaeqell, TTEeRY T ahel SIS del=T Tg&
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T TEhel gt SUaT el Sar JUANT 716 318 TETHUh!
T | 9T TG et fafe=T S8 T FRUTiCTRTEEET SHa
T fau= atent aTiEEeRT sTifeier de araTfsTe Sfia Seum
T SeTIeRT |1 TgfeTd GmT ol YaTe 718 TS S |
T STl YaTE &8 TR B | 5 F=ia a9 fafa= agfe
TUT TE3eTT UTHRT HEATEE, JaT qul M @S HIY
JTETATS Tau=T STaT St T T T 0T FaT 3qetse
T3 HIEATS T8 ftatar fag ST @ |

FEAWTA JImEA

T HCINTA GOTe raemT s aor faxfir deem areedt
TUT ETHT TG TNUGRT & | Sehehl ETeiehTat < HhaTaTeRl T
TR HEITTA e STIRER Wehlel TodTeish TiAfd
= Tame fremees S fifa ug fdeeeRr areET T
Qe UTATTA GIMTE ST S TS T mIfEek &9uT
ST T4 HATURT qT Aohel HEINTT IR TSR
FATFIT T I FHHANEERT T faeqa TemEfedr
AT TR B |

AU g el SR T Wehdhd HaYH U yEfed U,
FIIT FHITSTT FoaTerhel UTEHT T4 O STTeRUIEE I8 saheh
FoaTershgee] qIeT Tkt 8T 9 Uid deeTersh aiafd ot
idelg bl © | U T, Sk qT JuTed sy Siger STHr
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AT G TraTweft 3T aeeTeteh! Hodlaish Aiafaer
ITEHT TRt 8T SohehT IRREHTEE Ui douters dtafa qor
FINT STAThE T JAWERT Rl & | Sohel HURRATATRT
SRR T STTavaeh FEAT qoT STHERRIEE Haftad dater
AT FEIHT TR TTa STTTHT |

I AETIF WHIA T T JUTT T sfehehl 3.97.Fdvm
F. %/0ve & FaT 7 © FEIfTH T FRGRT Hoarershahl
FUAR T giaem afafa, qratd Eiemr fareT arsw
gtafa o afte FRER deuT SEiwRT atdfa (EXCOM),
AT qeHT FeTa i (CENMAC), awa=it/ aTferee
eI gtafa (ALCO) armrrdert fafv= afafase trarferer
WH B | 3ocii@d dfafaeeel dlfertehl &M, Hded T
ITETCa ATHRAT ST fsT W& vame e 3Tueht &9 |
1T FHRATEEEATS TGS TIHT TodTel T SEITTd e
I T Soh TeT ATt e S 3 |

T =T quTet

dfrs sgagmmr fafed w1, IR, TAdT qUT HouTeH
TR SHTGHEEATS 0T 71G TTashar gealls &l Har
giaerm quT eTHishdieeas 3edad Hiahel YGH T &ae
TR FrE==10T YoTTeft gaaT S Tad Uidas &I AT S |
SRRl SATANER THI=T0T YUTTedT T THehT INTaIehTICdTeRT TterT
T et geeTere afafauT @ | ST wT STt
fra=or FEw e gemas @tdfa, dEmder afafa T
sFeremaer faf=r Management Level afafaste st=fe
=0T JUTTeATehT TTeshTY JARTaTeATsh 7T TRERT & |
Sehehl 3T=ATeh =0T UUTefielTs UTashit a3 ofed
ITIET ¥R T W1 FQT Hifa, o qor snffafage asar
T ST THIRT AT IR &TeT AT HeTeeh & ram
Ts HieY JHEIfSTHhT HRIES T TR HRITIHT FerarsiTel
SihehT HoaTaTHT SITEGHEETS I [hT0T TRET & | TSI, il
HodTe qUT 3T SIEH T 3t SIS Sohals T4 o
T, deehller quT guIHl THEedTs Heasil o
sehehl SATANeR THE=10T YUTTedT T THehT INTaIshRIdTehT TterT
HeeITeTsh didfdel e AT S |

S Tl S wihesr entn Sitew aet T
HATEAIFHATATE FAT T SIEHRT TcqehlieH, fedentia
TTIEEATS =IHThL0T T FoeTeteh AiAidT Had Tidasg, weh!
T | JHRT AT IR THTARRT AR FHI-=0T JuTredt
worraTef =nfee srrifafies qam T FRi-aE i 718 SATUHT
Bl | TEAT R TTEE T FTHT STTGHeRT Jig=T, TR,
TS T SHSETIHT HEaqU ARTEM =T3S STTTHT & |

2u™ e wieiEeT 20T /188

gt fgwor (w Aeuefcy) framor

arafa glgeor (T ARkvels) fHamer ardfa gigeror
AT ATdeRarar Thareherad T fadiy T THamor aveet
FRH TEHRT TR0 ey e e I s
et JIigeoT TEmeT U, 0%y, GFIfd YfgwRtmr Hawrer
Frmmaett, 092, AUTe T S T T STHSRT $ehTser SR
TRERT TS T INUsTeT dreh SHitST SATavdeh =i, Tishar T
ITATHRT AGHT TR AT 18 STTHT & | Sehehl TodTeish
ot TG HThieh! HATSTohcaHT THITd EIRT THaReT qor
TR ThaTeherTaT ferier =T et ey fifq fom
TR TR RIS TS T 3L a1 TFIT &t
AT TS SHTIHT fareiier et famor arareft afafa e
TTReRT & | I8 |fafder meRT fofres qur fof aeifem ot
FIIEEh! SN ToaTerdh afafd quer Tegd T TRUET 3 |
At gife il qT HRIEEDT ST TR ATHT Sehehl Hiaa
FITEET Th A AML/CFT Unit @eT TiUshT T U
srET FEierRT KYC/AML 3tfassa drent ofrawe fasH
fag wwafa syfgsrtor (vt Reveits) famor areredt U qer
FrderenT St ¢ R T | TS T sfehehl ST,
vefad fed qum SFaifed e 37g&T AML and CDD
policy, AML and CDD Procedures 37maferes i iz
TRUERT B | T, HAEATIH T LA 3o HeATIehes oh!
raid Yehtu] quT SATdeRdTal ShareharradT faciir ermHt
TrramoT Trerft sy aftfa TEd TeT TR B |

SICILESE EARE |

sfhenT dgdl aTf¥er ATeRT wvTeTe g STl ot
TY. T3 THITGUCH, TS UhIUSUSH siohdhl T aqeil
gUfeTerehT T TAT AAQTIET T THId Hfade Suctsy
TTSTeg YUHHT HoeTeish AAfaeh! AhaTe gliceh S=aTg faT
TATET | 2t T, TEITGUCH, I1eE UHIIUeveHel Sehehl

JM.T Role/ 0% AWTIIEV TIHUHT T FIHET U, 053
THT 222 T 29 T sk T foeiier Gem Tvafee U, R003 &7
THT &R T &3 IS G Fe g7 I g0 |

AT AT T T5ATAE QEHIGHT TRT TR

ehehT GomIToreh GIHTTHT ST IEU-EEeh! qhaTe 3 SHT,
FEUTIRUT IRREHIEEH! dhale 3 ST { &&d SJadTiash
TouTeTsh ¢ ST TRT shel @ ST ToulTeishe® (e SHaeT S |
(9) Sremet TN, JUE HEAl
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(GEITI IRREIEEehT ThaTe)

(78 et fafd 2093/ 0c/ 23 AT FQHT ¥ 3t Houlersh Al
dashel &, fat=z Fa1g HEar! TNTTET faspd Mebl qoT ife d3eware
2T, 3U= HEAr Skl GoaTeish UGHT gk §7 YUl T el xR 37t

T Al 83t IeTcTg STeray UaHT fgfes M |)

() At #ft TEe &= T
(AU STEE%Eeh! ThaTe)

(3) g 2t A HEd
(TId==T HouiTeteh)

(¥) gt #ft ST qheE @A
(TR YR THaTE)

(v) gt oft faea wepren ew
(TETETERUT IRREH e qhale)

() Tt =it gfewen favee
(HETTe IRREEERT dhaTe)

(\9) TSt Y aeaAT HTHT
(TETETEIRUT IRREH e qhale)

goaeF qrafaar 356

ST TodTeTsh HiHTqeh! Sadh faemT UehT TTae S1eT
Trafea &omT SR TRt @ | TEtET STatT SeuTersh fHfah!
A 2¢ T 3 THeh! G | HoaTeIoh TTHIGRT STSHHT SAehohT
Y@ FEEN fuRd ST B YU | Hedesh
qfafaehr SSHAT TeaTershaseh! Juterfa T feie®er uTed Mt

JTeRT TaaroT e STgaR ol & -

HoaTeAsheeeh] Ui T foTe®el UTed MepT wiTehT faawor

T SR @R B

HITER ggg d5% WA T

stee T, otz wee mear 2¢ 3,219,000
HoaTerh At U9 &, 6. 2¢ 3,%\9,400
Hereteh 2T ST gopre T %¢ 3,%19,400
HaTereh #ft faar vepter Mam 2¢ 3,%18,400
gearareh ot gfored fargar 2¢ 3,%19,400
goareeh o §op< HEd 2¢ 3,%9, %00
HoaTeTsh 4T aaHT Tkt 29 3,33,400

FS11, FoaTe qT ISR SINGH TR siohel AT fagae STavaeh
grqut et favaes AT it ST SR TR AhdTE 3TE
TheT T TS ST HodTerdh iHfdel 3t THUTae® Td ST
T | T Giafder STEer SAfeell Jaware e fufres T
&1 fufrent shrrf-arrehT feerdiehT TreermT Ucieh SSehaT THTETT=
T | G, 3feredr JATiae STafmT Houters ATHiqeTE YU
foiaeeshr st ferdt areremT aid SaTiash ToaT geiamT
TITERT & | SohehT ST AiHTqawel TRehT THUTIEE o qouTersh
affaent ISHAT UIT T SAHSA TAT ST 0T T THUHT 3 |
ST fereenT ufy ada ST feqatrs samET Tt ST yfHeT
frate T Skt FemTere atafa ufdas Tl B |

FEmreeT afafa

U T Sohet dlehehl FaemeRr aftfafys @ eraradreroT
qiafaet TTHT R GHIET T SMUHRN G | Sehehl TR
STIEATHI  THIET, W@, Sold quT TdNeh  RaTaLIEoT
Frifaty, TR TR0 STawT 3T WT THTEhT T HUAT
HIehT T T THUGT ST Tl NAET0T T, SfRHT TARL
WUeh! Jafed ST qOT IHT T HUhT & WY favad g7
sfeheh! STEEITIA T HoaTeleh! A ST o st
FFITEehT THETOT T, TRISH, T SAT=eh S ToRiereh quT ITed
ETIEshel U TR QTR FfdeeTdT Sffcarsusht
FHIBITEE I TSI STATth TFST-HT farqd Serthet T
U heH e HaTITIATS v ey fag oo
YT TodTeieh ATTaaT YT T, JuTeT U Sepanre fivemor
qT GuReeoT T TiqaaT T STeaTsuaRT FaeH/ hithaassen
FIITIT T/ THUT FE-EHT THTT T @i df faseresenr
1T T HemTete AafaeTs STHeRRT TS SieRaTaireroT
afgfaer ekl & | FaehT a1 afafaer Sehent arfie foxdr
foeoes oY, TUTITRE TR FEEHAT FEAT TH,
TTIHTIAT STEAT FHUEE ST HU/TTehT TR FHrET T
HoTeTeh Aiafaers STavaesh gvbla fad, STTieh TramaRraer
qrerdt qROTH T TETIRIEUTeRT il ST feaehd T, sehren!
Surieren fexfier faaorent aeterr 1, St wgEhear sifen
Hiad A=aies eramadeor yomeft (Risk Based Internal
Audit) @T ufge wuRr SfgmeT &seears dfes T
TiAGHT HIehl TEETY T TR T T Tid favaes
g7 TR B | Teheh! AN T AT ATETIEhe] ATHaHT
T8 uge Tt Taes | JuTd T dehehl T awifem 1T
FIHRT TodTcTohehl TATSTheadT 99 UshsHT T HRIHRT
HodTateh T Sk @& TRt Sq@ dee diad
& T ST U AiAfGHT BTt T awifSHeRT e Weht
T |

RY¥  wwwmachbank.com



.. qaw 9

2. goarerh #ff g8 "ed "SR

e HeaTersh #ft favar yehTer fiam o)

3. TR SaTareroT fervmr Hee e
T AT g TS

Sifgw seedms afafa

79 GiafdRl GeT ¥ AU T doheh! Tehepd T
TG GiafaaTs dishen! 1, hded T IALEldcd 9 e siehHT
sratifed qur wiasmr e ge fafi=r sifamee (e,
ISR, FoaTe TG sl Ufee™, STPHT quT SaEmaT T
HodTosh aifa gmer giqaed U3 7 &1 qeT @1 greeHT
b FATAATS ATETIH I TeTenT AT I FHRIwRT
HomITeTohehl GaATSToheadT T SIS =R He&fiT Siifew
T afifd BT |

9. aw T
R INE IR IS DR C R CEI SRISED
R. | GouTA At g HeEd o)
3. | U gedred AteRd off gt @idesr | wee
y W@ SIfEd STt qe=
© | ot WA R T BISC)

qrafa 0T q Aewadl weAr facfim s
frarur et afafa

sohet Tt ERTT (WHT ARUS i) famuT U, R0y, TW
qrareeft frmTaedt 2093 qUT AUT T shel ST TERT qrafd
TRUTEHT T4 STURT T | TFITd JEIROT Uk T Sahet
TEeRRT Hifd, T T fdfereree @ i Ay T $ |
Grf EIRTUT RO qT SATdehd el TShamehet AT forir
T &T STavesh Aifd fom @R R wRi=eT w/ee
@ ITTIRT AT TR FRIRRT ToaTemen] Garsieheadl T
TSI Erafd SIREeRtoT quT STTdeRaTdl T faei e

Tamor Trereft afafa meT T 3

9. aw 9

9. | gouereh oft ST FTeRt B RISED

2. | e off sftred faee o)

3. | ugE Sifew stfuegd qaeT
At T FHT T

¥, | U@ ST SATshd Ht o e
T @it

w. | e SR (AML/CFT Unit) e wiea
oft wfaw aret o

2u™ e wieiEeT 20T /188

GH [SIRLT AT TUT HATdharal fhareherad T faxdii=
TRTHT &rSHT 3TTavaieh Hifd T Hrieseh! JIFTH THehT AThT
sfehehT =22 T T 3Termt AML/CFT Unit @eT itushr
T I ST Hrieaee T KYC/AML 31fepd dishl STeash
e fag orata syfgstor (wet amevefs) famor arameft
qT FISITRT UTEHT §4 3T S |

¥ affags

JUTT L Sehehl THEIM T S qor faeier deem aremeft o
FHIISTH T3T HURT Iociiad ATHqgeehT ATdiTs Toareish
afafdel HT @ YAISHRT ST SMETIH TThT STTEITHT
Tafyera et grareesT et ffyed aa drer i sRiwrt
HoITeToheh! HATSTheddT ASIC qoT Ufdratorer] afafa srear o=
afafa,/ se-afafq me ™ M T |

AT e

Sehet do LT qoT FURaTT (Stake Holders) g&genT
AT JEH TS 3o UTIfiehar faushl & | a8 T
Shet aftieh Tidae, SHTES TfdeeT ST 3T Sehehl T
fereruTe® @I sehet ueH T fafi=T JareEeh! STHeR fafr=T
Hoo ATEAH Us Sshehl a3 www.machbank.com Amea
T3 TR S | SHAT 0T THIHT HTHIeRdT qoT BT
womr faetar g7 ouar fafa=r fommemessnr 3faq frerd
THeRTe U T WUl ol aTiteh ETUTOT T MUl
T I HETIHIIEEATs THTHT TWTT 95 Sfohehl TTfaT
AR T TrcaTiad T B |

AT T T

THTET T a1 Tehelials ik 8T Yee T gfdergar
qAT THTET GIaTsehl STTevshal gid T siehel SATHET TR
UTEh AT s ST T fafr dTemee SEd OieEmse
sifers, JeETEe, SAS, AT SIe TG HThd HTesheteh! Ufdear
T fa=mEe dehe T S TRt A1 THATET T SHEITEE
T TR Ul i Y& T ST |ihT Wl @ | ard
T HETITaeEeh! SATTRIhdTTs TEIe e fo.8, 00
A ¢ T 3fE Ry & U AT YW T ATeIRT B | T9
el M. Roe/ R AT ARHARE 2£,0%% THERE I
qUehT T T AEY ]%. ¥ <% FHIEM T T&H HUHT 31 |

HS( qan glrafsraa

sehent rferear aTfier BTEROT FTHT TSI/ AT T HsemET
qush! Ui STER Sl TodTers afafqere dearas off
U . HY. ST HATSTohea™T TSt T Tleatsre affa 1
A gtafa W weit/ it greeemT wush Hifd, e
TrafeTehT UTerTERRT faqa SeTthet T, T ST TSI qT
Tl STETeRT ATHT SUh SfauehT fafr= Seheed Su=ieh
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AT T TToEEHT SABA 7T AT I EEATS (raial foe
TR B |

fafd 00} TG FET-AHRT Sohsh! H{A T oIl &. 20.3%
31 Rl B | Tk USiT gig ASHT SIgET AT Rowe/ 6]
qT dehet &, R.RU FeHT FOT U ST TGRSR & | @79,
3Tl aehT  SF-CIMT AW TRl Taawur AF GATRT Efara
T T TGt A1 Sehel SIT T FE™ Jhg T e
I ITH sk T ferfter wem(g%) 1 geit/ Cfaafeeent
HFITIATERT TF-EHT T8d SeThelshl hHATe L-aidr fauant
T |

BREICE L

TSI Skl G&d 34T dAehehl UTeahahl T=ie ¥ & T
T UTEehehT HqfeehT AATHT Stehad TRITTeTeT ekt & | afg
AT gt ufd feat &mT favame T amier gaT T
HaT ITIT TICEIHURT 80T STEUT TFul  JTesharies
v efder shasTar FIO TEDY | HTEH HEGHTEEESTE SheTs
T ATehaieealls 99 UiEshd T afmrsfa daT vem ™
gt Ffoerg WehT B | SohohT IERET HETIWTEEE Teael
TAT AN el ¥ o Ush 3Toacl SiohehlGqHT LTI
WEHHH! B | AT WIS sk Ufd SWTSHTH
TS AT favaTaeh! SATHT Federsh afafd SR =276 16 |
ST ST HETgWTaeEel I9 Sehehl 3~Td T WTiden
ATHT St TRTIITEEITE UTed T TeanT, aqele T or
ia sHasrar & ¢ ST T af |rer T a=anT ure gy
Torvama sh T ATy | Skl TR 3T T IR Wi
qT egigeRt AT STRTIaehenT &qT FRqe ATfeef qur
HaT a7y fagg STl et eTTEeE qeiT e

we faerafts fer. T gere o ST HednT I=mse g
U STHT 3T Heartt SFqul e T Fegvmees aid
gTfdeh Szl MU TG Wia=HT Ui I8 T Feieeeh! drer
UTEtE fervame fetuent @ | 31T, Seheht fedent @It et
Topamefier WIS OTesharteRl TaTHT S TRl HHORIEE I9
SfeRT T BT TR ATHT TehT Hed T eHiereraren!
QAT ToRIY =yaTe Wehe T ATe-s1 | |1 e rariiersh o
GrquT SR EECTs I STIETT g1fde =g fa =meea |
ST, ST FHOTETs. SflehR T a9 8T qleq TR
RRTEHT AT IR FFYUT FRTTHTEREHT &lfaeh g=IaTa T

T 9% |
TS |
HoeTeTeh diafdeh! awhae,
1. I HEal
ITegeT

X% www.machbank.com
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feraa= zat qur fAerm ot
093 F T R% FT IJufd () & Tvag v fqawones

Foaicid Afsifad aiffed ufddgor

q. GoATAE GrATART Tfaded
Fitfeh HfaaeT STaiid g Afada-shl TUHT TREUEhT |

R, AETIeTEwRT Tfaeq
FTftfer ufdaeT STia g Uideeent T9mT TiEu |

3. @O Wo fahi faawon

Frfter Hfaae STwamid g Afada-shl FHT TREUET |
¥, AT FATE! qraeet faawor : (%)
SETISTAR! HET SRR WUHT AU, HET 3R HUh

fafa, oo, geT qRR uh! XTI 9T HoaTceteheh!

T T GRS IGAT IUER dat faaer dures

gt

(%) S stafmr Swet o1 3% fovg T g
T U 9T :
faafaamT PR WU §ET aRew T H

SeeTEH HET TEehT |

(@)

AT AT hISIGRT STIY ThT AT-HHT H
TET SRR T AT U 9T :

T GEEEHT SRS B SRR HTS THUGHT |
F LTI AT TodTeish (g SIS
TR TR 3§ HET GRK WU 9T I
HIE-UHT FhATg e STHRRT T THUGhT |

Y. SR AU FTOETL AT Wiy fagermoT

RerdiosT SISTRET U TS G AR
FUIR FESYHT IR IR0 - QT8
SSTRAT g I HIATERT Jo TAT T SATfefehT
g e SRt g STTiies feerfam stenfa
g1 VUil Sohehl OO T8 HR-oHT qee
wH B |

T kT Yedieh STTIEh STaTrmT Sehohl IR
sifgenan, AW T a7 qodwT a1 FHAF
FREN HUHI F a7 T FRER Hearan!

(@) Gied HTUEhl GEIUE 9T Gedeihel o7 feraror g smey Wl B |

HEATIS AT TodTcioheh! fa%g Taterd et

faaon snf¥am wE T FE EER I G AT
CIPEL R 2] ¥k 3¢8 32¢.9 B33
LR 3%0 R0} R%C.% R0
A= g 3ck IR R12.R EEN
T HRER WUHT FHe fa we wg we T
FRER d&AT 30,4% 20,53 2%,0%% 20,232
FHel HRIAT TR HET 20,443 4% w03, %<8 3URR,REY ,0%3,%3%
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%, GHEIT qAT T

Hrifed eI & T TR THET qUT AT T AT
3@ T O T 3 AEET QAT AT Hiied qETeR!
AR T e W afiehtor TR T wear qem g
AT T STl T Teh! WHIT FFawe feraor:

()  AAH THERT AT AL :
¢, SoReRl TUTNT HTeHT U wifates fasmmr g

T @ T IEeh! FTEATIHT g T ST |

. qar MET Hehetmeh! Uiawwet T |t 3ftad aHT
TS SHGEITT G T SiIa |

3. fadfr diger amaar gig T STl TRl
STEITIHT AT |

¥, 9mEr fawr qur gErewifas SRUeT SeeTe
G g Jig |

W, I 38 HHTURIEESh AT Us &7 shHaRIA b
BeaT §T T SIIa |

% grTd YEeRT FaruRiT Tifae SRRt TTieh
e T T wfseaman ffea sifay |

o.  ShATE UG TN dERTTeH, WeashTier, aTe] dsit
STEAT ShISHT SATETHA sholl qeiT Ufadusl, ST I
SR T STET 7 ST AT HeTeE 3UteH
T3S &7 T TrTiad SHTEHeE |

¢. Sl T GHET G ISR Yo STeH
gftarder g1 o Sifem |

. HHIHTHST ST TS U g AT e |

20,  Sect yAFET @Rt Core Banking System =t
ifafe TeaEiel gT g SITEH |

(@)  STEd SWET a1 AT

2. JUTT U s qUT T SRSl STy o fif,
TSR QT STIEEHAT g Tiadel 3 g da
qrTed STEwes |

2. Tofra ey & T s qur faxier der ot Toe
frer et |

3. yiafushr afteda s1gew derent TTiafeter aftad g
T FEITT |

(M) TUTHI -

9. UTEHETIeh! Y Fawod T =T ud fafeer
TR 3HT UF UG ¥aT 3Ueied RIS
fafr=r & rfar SeETrT Iuasy T fafh=r
AT TTEUH |

. u9g gme wuEr fefsea Sfwssr fafv=r gar
giauree gig qoT JaTeTs 7 TURGRIT SHTSUET |

3. Soent Aifq T qem stafer T oedt gEa
3o TTEwent |

¥.  NTd Shald] qUT AN HI-=I0TehT SUTIEE SHeetre
TR |

W, SHoll qUT "I9S T T T 98 g T STTEHaTe
FeTHT AT AEITF:  SINGH  HIVh! Tl
TR |

<. &=®er Banking Software @1 g7 @ wifafaes
TSASIETE o7 TavTF FHIAee THUH |

o, fafme @ g dfEdaee g @ SiifeHere
TSI AT HATATIH TZal TZAE hiueh] AT
TR |

c. vfeemT g7 g SIfeRarR a1 FHaRIeETs
SATEvIe drfery far ieent |

R. Skl HSHTCHE HTEATT TEd T, el g
FHAT BISET U shatrs T 9mT JaT yg
T e SIS |

. HEAWT I

3 T yaiaq o, frames g S nftwer fifq qor
e quf F9uT IRETeHT 716 S5 B |

dohel T FHEAFRT ToaTcisheh! HIISTohed T RETIIETT
gt grEieeT fawer gt afafa qor afte wRiER
deaT wEwRT afafa (EXCOM), Haema qgaT e
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Machhapuchchhre Bank Limited
Consolidated Statement of Financial Position

As on 32nd Ashadh 2079

Group Bank
Note
Current Year Previous Year Current Year Previous Year
Assets
Cash and cash equivalent 4.1 11,522,097,022 8,784,104,032 11,494,023,887 8,679,174,999
Due from Nepal Rastra Bank 4.2 6,047,353,545 8,908,182,769 6,047,353,545 8,908,182,769
mg;‘x;ﬁw'th Bank and Financial | 4 3 . 477,085,220 . 477,085,220
Derivative financial instruments 4.4 - 21,848,832 - 21,848,832
Other trading assets 4.5 507,975,922 17,409,000 507,975,922 17,409,000
Loan and advances to B/Fls 4.6 2,607,543,043 3,714,540,505 2,607,543,043 3,714,540,505
Loans and advances to customers 4.7 128,573,150,754 113,572,009,939 128,573,150,754 113,572,009,939
Investment securities 4.8 24,265,940,982 19,697,154,886 24,127,403,365 19,603,810,777
Current tax assets 4.9 647,378,841 419,337,284 646,424,245 419,106,236
Investment in subsidiaries 410 - - 200,000,000 200,000,000
Investment in associates 4.11 - - - -
Investment property 412 244,182,570 273,910,573 244,182,570 273,910,573
Property and equipment 413 1,586,335,430 1,479,096,398 1,583,505,876 1,474,088,435
Goodwill and Intangible assets 414 128,053,874 127,331,242 127,061,769 126,031,076
Deferred tax assets 415 54,701,213 35,348,476 49,253,332 35,139,179
Other assets 416 2,526,009,919 706,566,385 2,519,429,793 691,210,032
Total Assets 178,710,723,115 158,233,925,540 178,727,308,101 158,213,547,572
Note Current Year Previous Year Current Year Previous Year
Liabilities
Due to Bank and Financial Institutions | 417 5,072,835,872 2,863,541,338 5,072,835,872 2,863,541,338
Due to Nepal Rastra Bank 4.8 3,612,515,768 4,159,288,073 3,612,515,768 4,159,288,073
Derivative financial instruments 419 1,784,400 - 1,784,400 -
Deposits from customers 4.20 144,914,978,373 131,519,765,974 145,026,049,851 131,617,964,617
Borrowing 4.21 1,286,243,901 1,202,306,566 1,286,243,901 1,202,306,566
Current Tax Liabilities 4.9 - - - -
Provisions 4.22 - - - -
Deferred tax liabilities 415 - - - -
Other liabilities 4.23 3,752,238,738 2,370,153,093 3,749,348,072 2,358,670,979
Debt securities issued 4.24 5,492,759,107 347,643,817 5,492,759,107 347,643,817
Subordinated Liabilities 4.25 - - - -
Total liabilities 164,133,356,159 145,262,698,861 164,241,536,971 145,349,415,390
Equity
Share capital 4.26 10,257,155,581 9,053,094,581 10,257,155,581 9,053,094,581
Share premium 30,881,765 30,881,765 30,881,765 30,881,765
Retained earnings 598,209,396 1,286,352,996 597,244,914 1,271,636,271
Reserves 4.27 3,603,143,801 2,511,584,814 3,600,488,870 2,508,519,565
:Zf:;f:‘“"y e HEERE (O CEiy 14,489,390,543 12,881,914,156 14,485,771,130 12,864,132,182
Non-controlling interest 87,976,413 89,312,523 - -
Total equity 14,577,366,956 12,971,226,679 14,485,771,130 12,864,132,182
Total liabilities and equity 178,710,723,115 158,233,925,540 178,727,308,101 158,213,547,572
ﬁoer;tt'”ge”t liabilities and commit- | 4 g 44,768,791,517 34,450,301,043 44,768,791,517 34,450,301,043
Net assets value per share 141.26 142.29 141.23 142.10

Santosh Koirala
Chief Executive Officer

Khagendra Paudel
Dy.Chief Finance & Planning

Dr. Upendra Mahato
Chairman

As per our report of even date

Sunir Kumar Dhungel
Managing Partner

Roshan KC
Director

Mukunda Mahat
Director

Jaya Mukunda Khanal
Director
S.A.R. Associates

Chartered Accountants

Bishow Prakash Gautam
Director

Bandana Karki
Director

Haribhakta Sigdel
Director

Date: 16 December 2022

Place: Kathmandu, Nepal
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Consolidated Statement of Profit or Loss
For the year ended 32nd Ashadh 2079
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R Group Bank
Current Year Previous Year Current Year Previous Year

Interest income 4.29 15,241,324,217 11,158,638,974 15,232,370,932 11,155,483,067
Interest expense 4.30 10,347,804,356 6,792,220,495 10,354,326,548 6,803,990,080
Net interest income 4,893,519,861 4,366,418,479 4,878,044,384 4,351,492,987
Fee and commission income 4.31 1,392,926,740 1,181,337,569 1,354,170,224 1,142,901,599
Fee and commission expense 4.32 193,143,910 132,933,303 191,034,406 131,043,156
Net fee and commission income 1,199,782,830 1,048,404,266 1,163,135,818 1,011,858,443
Net interest, fee and commission 6,093,302,691 5,414,822,745 6,041,180,202 5,363,351,430
income
Net trading income 4.33 216,650,959 258,087,591 216,650,959 258,087,591
Other operating income 4.34 74,650,024 203,670,573 95,048,665 196,386,725
Total operating income 6,384,603,674 5,876,580,909 6,352,879,826 5,817,825,746
Impairment charge/(reversal) for 4.35 501,232,781 497,799,024 501,232,781 497,799,024
loans and other losses
Net operating income 5,883,370,893 5,378,781,885 5,851,647,045 5,320,026,722
Operating expense
Personnel expenses 4.36 1,943,073,507 1,786,411,069 1,923,717,847 1,769,507,572
Other operating expenses 4.37 1,105,033,306 897,400,404 1,096,383,226 890,785,804
Depreciation & Amortization 4.38 377,442,847 191,637,742 376,432,708 190,200,553
Operating Profit 2,457,821,233 2,503,332,670 2,455,113,264 2,469,532,793
Non operating income 4.39 34,466,836 9,773,799 34,466,836 9,773,799
Non operating expense 4.40 62,888,637 198,963,976 62,888,637 198,963,976
Profit before income tax 2,429,399,432 2,314,142,493 2,426,691,463 2,280,342,616
Income tax expense 4.41 741,115,863 682,466,132 740,036,218 672,869,442
Current Tax 753,305,669 686,818,951 746,987,441 676,119,044
Deferred Tax (12,189,806) (4,352,819) (6,951,223) (3,249,602)
Profit for the year 1,688,283,569 1,631,676,361 1,686,655,245 1,607,473,174

Profit attributable to:

Equity holders of the Bank

1,687,792,631

1,624,378,402

1,686,655,245

1,607,473,174

Non-controlling interest 490,940 7,297,959 - -
Profit for the year 1,688,283,569 1,631,676,361 1,686,655,245 1,607,473,174
Earnings per share

Basic earnings per share 16.45 15.91 16.44 15.67
Diluted earnings per share 16.45 15.91 16.44 15.67

Khagendra Paudel
Dy.Chief Finance & Planning

Santosh Koirala
Chief Executive Officer

Roshan KC

Director

Bishow Prakash Gautam
Director

Date: 16 December 2022

Place: Kathmandu, Nepal

Mukunda Mahat
Director

Haribhakta Sigdel
Director

Dr. Upendra Mahato
Chairman

As per our report of even date

Sunir Kumar Dhungel

Jaya Mukunda Khanal
Director

Bandana Karki
Director

Managing Partner

S.A.R. Associates
Chartered Accountants
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Consolidated Statement of Comprehensive Income
For the year ended 32" Ashadh 2079

Note Group Bank
Current Year | Previous Year | Current Year | Previous Year

Profit for the year 1,688,283,569 | 1,631,676,361 | 1,686,655,245 | 1,607,473,174
Other comprehensive income, net of income

tax

a) Items that will not be reclassified to profit

or loss

Gain /(losses) from investments in equity instru- (23,876,436) 11150.816 (23,876,436) 11150.816
ments measured at fair value 120 e 120 S
Gain /(losses) on revaluation - - - -
Actuarial gains/(loss) on defined benefit plans 18,823,615 (38,080,762) 18,823,615 (38,080,762)
Income tax relating to above items 7,162,931 (3,345,245) 7,162,931 (3,345,245)
Net other comprehensive income that will

not be reclassified to profit or loss 2,110,110 (30,275,191) 2,110,110 (30,275,191)
b) Items that are or may be classified to ) ) ) )
profit or loss

Gain /(losses) on cash flow hedge - - - -
Exchan%e gain/ (losses) (arising from translating ) ) ) )
financial assets of foreign operation)

Income tax relating to above items - - - -
Reclassify to profit or loss - - - -
Net other comprehensive income that are or ) )
may be reclassified to profit or loss

¢) Share of other comprehensive income of ) ) ) )
associate accounted as per equity method

Other comprehensive income for the period, 2110110 | (30,275,191) 2110110 |  (30,275,191)
Total comprehensive income for the year 1,690,393,678 | 1,601,401,169 | 1,688,765,355 | 1,577,197,983
Total comprehensive income attributable to:

Equity holders of the Bank 1,689,902,738 | 1,594,103,210 | 1,688,765,355 | 1,577,197,983
Non-controlling interest 490,940 7,297,959 - -
Total comprehensive income for the period 1,690,393,678 | 1,601,401,169 | 1,688,765,355 | 1,577,197,983
Khagendra Paudel Santosh Koirala Dr. Upendra Mahato As per our report of even date
Dy.Chief Finance & Planning Chief Executive Officer Chairman

Sunir Kumar Dhungel

Roshan KC Mukunda Mahat Jaya Mukunda Khanal Managing Partner

Director Director Director

S.A.R. Associates

S — Chartered Accountants
Bishow Prakash Gautam Haribhakta Sigdel Bandana Karki

Director Director Director

Date: 16 December 2022

Place: Kathmandu, Nepal
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Consolidated Statement of Cash Flows
For the year ended 32nd Ashadh 2079
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Group

Bank

Current Year

Previous Year

Current Year

Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received

14,099,487,617

9,861,748,769

14,090,534,332

9,858,592,862

Fees and other income received

1,392,926,740

1,181,337,569

1,354,170,224

1,142,901,599

Divided received

Receipts from other operating activities 311,506,250 435,863,866 331,904,891 428,580,018
Interest paid (9,858,592,342) (6,484,155,167) (9,865,114,534) (6,495,924,752)
Commission and fees paid (193,143,910) (132,933,303) (191,034,406) (131,043,156)

Cash payment to employees

(1,943,073,507)

(1,786,411,069)

(1,923,717,847)

(1,769,507,572)

Other expense paid

(1,179,316,165)

(1,108,824,519)

(1,170,666,085)

(1,102,209,919)

Operating cash flows before changes in operating assets and liabilities 2,629,794,682 1,966,626,146 2,626,076,575 1,931,389,080
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank 2,860,829,224 (4,356,181,281) 2,860,829,224 (4,356,181,281)
Placement with bank and financial institutions 477,085,220 (395,949,451) 477,085,220 (395,949,451)
Other trading assets (468,718,090) 240,176,848 (468,718,090) 240,176,848
Loan and advances to bank and financial institutions 1,106,997,462 (1,243,386,151) 1,106,997,462 (1,243,386,152)
Loans and advances to customers (15,502,373,596) (21,540,582,431) (15,502,373,596) (21,540,582,431)
Other assets (1,811,804,082) 641,818,384 (2,036,614,076) 644,168,884
(13,337,983,862) (26,654,104,082) (13,562,793,856) (26,651,753,583)
Increase/(Decrease) in operating liabilities
Due to bank and financial institutions 2,209,294,534 214,059,237 2,209,294,534 214,059,237
Due to Nepal Rastra Bank (546,772,305) 4,145,564,380 (546,772,305) 4,145,564,380
Deposit from customers 13,395,212,399 27,619,729,099 13,408,085,234 27,519,064,751
Borrowings 83,937,335 (193,434) 83,937,335 (193,434)
Other liabilities 1,402,693,660 506,878,309 1,411,285,108 497,973,614
Net cash flow from operating activities before tax paid 16,544,365,623 32,486,037,590 16,565,829,906 32,376,468,548
Income taxes paid (981,347,226) (829,488,714) (966,666,004) (819,416,810)
Net cash flow from operating activities 4,854,829,217 6,969,070,941 4,662,446,622 6,836,687,235
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities (4,592,662,532) (8,225,340,547) (4,547,469,024) (8,139,496,437)
Receipts from sale of investment securities - 479,249,746 - 479,249,746
Purchase of property and equipment (492,183,875) (326,904,013) (283,174,387) (316,762,509)
Receipt from the sale of property and equipment 7,501,996 720,922 5,718,553 720,922
Purchase of intangible assets (885,331) (61,746,863) (1,193,392) (61,025,596)
Receipt from the sale of intangible assets 162,699 121,605 162,699 121,605
Purchase of investment properties (127,379,970) (222,550,408) (127,379,970) (222,550,408)
Receipt from the sale of investment properties 157,107,973 123,587,140 157,107,973 123,587,140
Interest received 1,141,836,600 758,071,830 1,141,836,600 758,071,830
Dividend received 14,261,570 35,668,097 14,261,570 35,668,097
Net cash used in investing activities (3,892,240,870) (7,439,122,490) (3,640,129,379) (7,342,415,610)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipt from issue of debt securities 2,345,115,290 - 2,345,115,290 -
Repayment of debt securities - - - -
Receipt from issue of subordinated liabilities - - - -
Repayment of subordinated liabilities - - - -
Receipt from issue of shares - - - -
Dividends paid (80,498,632) (297,864,744) (63,371,632) (285,064,744)
Interest paid (489,212,014) (308,065,328) (489,212,014) (308,065,328)
Other receipt/payment 82,052,207 - -
Net cash from financing activities 1,775,404,644 (523,877,865) 1,792,531,644 (593,130,072)
Net increase (decrease) in cash and cash equivalents 2,737,992,990 (993,929,415) 2,814,848,887 (1,098,858,447)
Cash and cash equivalents at Sawan 1, 2078 8,784,104,032 9,778,033,447 8,679,174,999 9,778,033,447
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at Ashadh end 2079 11,522,097,022 8,784,104,032 11,494,023,887 8,679,174,999

Khagendra Paudel

Santosh Koirala

Dy.Chief Finance & Planning Chief Executive Officer

Roshan KC Mukunda Mahat
Director Director

Bishow Prakash Gautam Haribhakta Sigdel
Director Director

Date: 16 December 2022

Place: Kathmandu, Nepal

Dr. Upendra Mahato
Chairman

Jaya Mukunda Khanal
Director

Bandana Karki
Director

As per our report of even date

Sunir Kumar Dhungel

Managing Partner

S.A.R. Associates

Chartered Accountants

Annual Report
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Statement of Distributable Profit or Loss
For the year ended 32, Ashadh 2079
(As per NRB Regulation)

Bank
Current Year Previous Year
Opening Retained Earning 11,843,085 101,340,682
Add: Net profit or (loss) as per statement of profit or loss 1,686,655,245 1,607,473,174
Appropriations:
a. General reserve 337,331,049 321,494,635
b. Foreign exchange fluctuation fund 12,711,190 9,627,192
c. Capital redemption reserve 428,571,429 -
d. Corporate social responsibility fund 16,866,552 16,074,732
e. Employees' training fund 17,640,072 -
f. Other - 7,081,204
- Deferred Tax Reserve - -
- Investment Adjustment Reserve - -
Profit or (loss) before regulatory adjustment 885,378,038 1,354,536,094
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) (324,675,609) 33,146,144
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) 44,558,642 (88,176,859)
e. Deferred tax assets recognised (-)/ reversal (+) (14,114,154) 95,643
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/reversal (+) - -
h. Actuarial loss recognised (-)/reversal (+) 18,823,615 (38,080,762)
i. Other (+/-) (12,725,620) 10,116,006
- Fair Value Reserve (12,725,620) 10,116,006
Total Distributable profit or (loss) as on year end date 597,244,914 1,271,636,271
Khagendra Paudel Santosh Koirala Dr. Upendra Mahato As per our report of even date
Dy.Chief Finance & Planning Chief Executive Officer Chairman
- Sunir Kumar Dhungel
g?rj;?:rl(c lglll::;gga Mahat JDai):(aecll/IoLrlkunda Khanal Managing Partner
S.A.R. Associates
Bishow Prakash Gautam Haribhakta Sigdel Bandana Karki Chartered Accountants
Director Director Director

Date: 16 December 2022
Place: Kathmandu, Nepal

&% www.machbank.com
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Cash and cash equivalent 4.1
Group Bank

Current Year | Previous Year Current Year Previous Year
Cashin hand 3,590,063,457 3,512,357,814 3,590,063,457 3,512,357,814
Balances with B/Fls 2,902,352,113 2,371,700,051 2,874,278,978 2,266,771,018
Money at call and short notice 4,110,241,557 2,900,046,167 4,110,241,557 2,900,046,167
Other 919,439,895 - 919,439,895 -
Total 11,522,097,022 8,784,104,032 11,494,023,887 8,679,174,999

Balance with BFls includes balance maintained at various banks and financial institutions. Cash held in foreign currency is
subject to risk of changes in the foreign exchange rates. These are closely monitored, and risks, if identified, are promptly
managed. Other items on cash and cash equivalents includes treasury bills within maturity below 3 months.

Due from Nepal Rastra Bank 4.2
Group Bank

Current Year | Previous Year | Current Year Previous Year
Statutory balances with NRB 5,380,814,486 8,440,162,857 5,380,814,486 8,440,162,857
Securities purchased under resale - - - -
agreement
Other deposit and receivable from NRB 666,539,059 468,019,912 666,539,059 468,019,912
Total 6,047,353,545 8,908,182,769 6,047,353,545 8,908,182,769

Balance with the NRB is principally maintained as a part of the regulatory cash reserve ratio required by the NRB. Other
deposit and receivable from NRB includes Foreign Currency balance in Nepal Rastra Bank Account.

Placements with Bank and Financial Instituitions 4.3
Group Bank
Current Year | Previous Year Current Year Previous Year

Placement with domestic B/FIs - - - R

Placement with foreign B/Fls - 477,085,220 - 477,085,220
Less: Allowances for impairment - - - -
Total - 477,085,220 - 477,085,220

Placements with domestic as well as foreign Bank and financial institutions with original maturities of more than three
months from the acquisition date are presented above.There are no placements with maturities more than three
months from acquisition date on Ashadh end 2079

Derivative financial instruments 4.4

Group Bank

Current Year | Previous Year Current Year Previous Year

Held for trading - - - -

Interest rate swap - - - -

Currency swap - - - -

Forward exchange contract - - - -

Others - - - -

Held for risk management - 21,848,832 - 21,848,832

Interest rate swap - - - -

Currency swap - - - -

Forward exchange contract - 21,848,832 - 21,848,832
Other - - - -
Total - 21,848,832 - 21,848,832

Annual Report 2021/22 & \9
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Other trading assets 4.5
Group Bank

Current Year | Previous Year Current Year Previous Year
Teasury bills - - - -
Government bonds - - - -
NRB Bonds 507,975,922 17,409,000 507,975,922 17,409,000
Domestic Corporate bonds - - - -
Equities - - - -
Other - - - -
Total 507,975,922 17,409,000 507,975,922 17,409,000
Pledged - - -
Non-pledged 507,975,922 17,409,000 507,975,922 17,409,000

Trading assets are those assets that the bank acquires principally for the purpose of selling in the near term, or holds as
part of a portfolio that is managed together for short-term profit shall be presented under this account head. The other
trading asset includes non derivative financial assets. It includes Citizens Saving Bond (Nagarik Bachatpatra) includ-

ing any interest receivable from NRB thereon.

Loan and advances to B/Fls 4.6
Group Bank
Current Year | Previous Year Current Year Previous Year
Loans to microfinance institutions 2,641,526,139 3,763,334,454 2,641,526,139 3,763,334,454
Other - - - -
Less: Allowances for impairment 33,983,096 48,793,949 33,983,096 48,793,949
Total 2,607,543,0423 3,714,540,505 2,607,543,043 3,714,540,505
Loans to microfinance institutions also includes accrued interest receivable .
Allowances for impairment 4.6.1
Balance at Shrawan 1 48,793,949 24,909,083 48,793,949 24,909,083
Impairment loss for the year: (14,810,853) 23,884,866 (14,810,853) 23,884,866
Charge for the year - 23,884,866 - 23,884,866
Recoveries/reversal (14,810,853) - (14,810,853)
Amount written off - - - -
Balance at Ashad end 33,983,096 48,793,949 33,983,096 48,793,949
Loans and advances to customers 4.7
Group Bank

Current Year

Previous Year

Current Year

Previous Year

Loan and advances measured at
amortized cost

131,094,940,551

115,577,756,103

131,094,940,551

115,577,756,103

Less: Impairment allowances

2,521,789,797

2,005,746,164

2,521,789,797

2,005,746,164

Collective impairment

1,579,359,510

1,400,440,671

1,579,359,510

1,400,440,671

Individual impairment 942,430,287 605,305,493 942,430,287 605,305,493
Net amount 128,573,150,754 | 113,572,009,939 | 128,573,150,754 113,572,009,939
Loan and advances measured at FVTPL - - -
Total 128,573,150,754 | 113,572,009,939 | 128,573,150,754 113,572,009,939
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Analysis of loan and advances - By Product 4.7.1
Group Bank
Current Year | Previous Year Current Year Previous Year
Product
Term loans 41,602,942,228 22,229,275,181 41,602,942,228 22,229,275,181
Overdraft 15,186,834,491 10,605,727,288 15,186,834,491 10,605,727,288

Trust receipt/Import loans

1,971,909,007

6,781,407,519

1,971,909,007

6,781,407,519

Demand and other working capital loans

22,347,856,190

14,085,087,150

22,347,856,190

14,085,087,150

Personal residential loans 6,483,890,229 5,611,773,608 6,483,890,229 5,611,773,608
Real estate loans 6,065,256,834 4,929,975,855 6,065,256,834 4,929,975,855
Margin lending loans 1,049,223,739 677,761,994 1,049,223,739 677,761,994
Hire purchase loans 6,853,897,297 7,856,125,291 6,853,897,297 7,856,125,291
Deprived sector loans 4,339,598,491 6,487,514,490 4,339,598,491 6,487,514,490
Bills purchased - 118,583,840 - 118,583,840
Staff loans 2,939,866,876 2,201,429,189 2,939,866,876 2,201,429,189
Other 21,044,453,793 33,236,811,871 21,044,453,793 33,236,811,871
Sub total 129,885,729,175 114,821,473,276 129,885,729,175 114,821,473,276

Interest receivable

1,209,211,376

756,282,826

1,209,211,376

756,282,826

Grand total

131,094,940,551

115,577,756,103

131,094,940,551

115,577,756,103

Analysis of loan and advances -

By Currency

4.7.2

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Nepalese rupee 130,244,759,564 109,939,115,635 |  130,244,759,564 109,939,115,635
Indian rupee - - - -
United State dollar 850,180,987 5,638,640,468 850,180,987 5,638,640,468
Great Britain pound - - - -
Euro - - - -
Japanese yen - - - -
Chinese yuan - - - -
Other - - - -
Total 131,094,940,551 115,577,756,103 131,094,940,551 115,577,756,103
Analysis of loan and advances - By Collateral 4.7.3
Group Bank

Current Year

Previous Year

Current Year

Previous Year

Secured

Movable/immovable assets

120,260,113,839

104,542,731,194

120,260,113,839

104,542,731,194

Gold and silver 260,410,450 271,210,447 260,410,450 271,210,447
Guarantee of domestic B/Fls - - - -
Government guarantee 20,170,543 34,329,250 20,170,543 34,329,250
Guarantee of international rated bank - - - -
Collateral of export document - - - -
Collateral of fixed deposit receipt 955,473,584 226,746,283 955,473,584 226,746,283
Collateral of Governement securities 705,396 - 705,396 -

Counter guarantee

Personal guarantee

1,178,920,186

1,676,424,464

1,178,920,186

1,676,424,464

Other collateral 8,040,828,881 8,641,291,554 8,040,828,881 8,641,291,554
Subtotal 130,716,622,879 115,392,733,192 130,716,622,879 115,392,733,192
Unsecured 378,317,674 185,022,911 378,317,674 185,022,911
Grant Total 131,094,940,551 115,577,756,103 131,094,940,551 115,577,756,103
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Allowances for impairment

4.7.4

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Specific allowances for impairment

Balance at Shrawan 1 605,305,493 677,209,865 605,305,493 677,209,865
Impairment loss for the year: 337,124,794 (71,904,372) 337,124,794 (71,904,372)
Charge for the year 337,124,794 - 337,124,794 -
Recoveries/reversal during the year - (71,904,372) - (71,904,372)
Write-offs - - - -
Exchange rate variance on foreign currency - - - -
impairment

Other movement - - - -
Balance at Ashad end 942,430,287 605,305,493 942,430,287 605,305,493
Collective allowances for impairment

Balance at Shrawan 1 1,400,440,671 854,622,141 1,400,440,671 854,622,141
Impairment loss for the year: 178,918,839 545,818,530 178,918,839 545,818,530
Charge/(reversal) for the year 178,918,839 545,818,530 178,918,839 545,818,530

Exchange rate variance on foreign currency
impairment

Other movement

Balance at Ashad end

1,579,359,510

1,400,440,671

1,579,359,510

1,400,440,671

Total allowances for impairment

2,521,789,797

2,005,746,164

2,521,789,797

2,005,746,164

Investment securities

4.8

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Investment securities measured at

amortized cost 24,067,470,560 19,493,722,299 23,928,932,943 19,425,994,119
Investment in equity measured at FVTOCI 198,470,422 203,432,587 198,470,422 177,816,658
Total 24,265,940,982 19,697,154,886 24,127,403,365 19,603,810,777
Investment securities measured at amortized cost 4.8.1
Group Bank

Current Year Previous Year Current Year Previous Year
Debt securities 89,728,180 67,728,180 - -
Government bonds 21,435,268,403 17,509,318,464 21,435,268,403 17,509,318,464

Government treasury bills

1,344,398,883

1,026,985,777

1,344,398,883

1,026,985,777

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits

instruments
Other 1,198,075,094 889,689,878 1,149,265,657 889,689,878
Less: specific allowances for ) ) ) )
impairment
Total 24,067,470,560 19,493,722,299 23,928,932,943 19,425,994,119

Other includes investment in USD Srilankan Bond. Development bond and Treasury Bill are inclusive of Accrued Interest Receivable.

Investment in equity measured at fair value through other comprehensive income 4.8.2
Group Bank

Current Year Previous Year Current Year Previous Year

Equity instruments 198,470,422 203,432,587 198,470,422 177,816,658

Quoted equity securities 163,805,562 148,767,727 163,805,562 123,151,798

Unquoted equity securities 34,664,860 54,664,860 34,664,860 54,664,860

Total 198,470,422 203,432,587 198,470,422 177,816,658
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Information relating to investment in equities 4.8.3
Group Bank
Current Year Previous Year Current Year Previous Year
Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value

Investment in quoted equity

Nepal Life Insurance Corporation
(5,768 Ordinary Shares of 2,480,925 4,308,696 2,480,925 9,708,221 2,480,925 4,308,696 2,480,925 9,708,221
Rs.100 paid up )

Butwal Power Company Ltd
(8,276 Ordinary Shares of 4,839,157 2,664,872 4,839,157 3,807,144 4,839,157 2,664,872 4,839,157 3,807,144
Rs.100 paid up )

Sanima Large Cap Fund

(20,00,000 Unit of Rs. 10 each) 20,000,000 18,640,000 20,000,000 21,000,000 20,000,000 18,640,000 20,000,000 21,000,000

Kumari Equity Fund

X X 20,000,000 | 20,140,000 20,000,000 21,000,000 20,000,000 20,140,000 20,000,000 21,000,000
Kumari Equity Fund

Sunrise Bluechip Fund
(20,00,000 Unit of Rs. 10 each)

NIBL Samriddhi Fund-2
(30,00,000 Unit of Rs. 10 each)

Prabhu Select Fund
(14,68,090 Unit of Rs. 10 each)

NIC Asia Select 30 Index Fund
(NICSF) 20,000,000 17,540,000 - - 20,000,000 17,540,000 - -
(2,000,000 Unit of Rs. 10 each)

RBB Mutual Fund-1 (RMF1)

20,000,000 17,480,000 20,000,000 20,320,000 20,000,000 17,480,000 20,000,000 20,320,000

30,000,000 26,010,000 30,000,000 32,430,000 30,000,000 26,010,000 30,000,000 32,430,000

14,680,900 14,108,345 14,680,900 14,886,433 14,680,900 14,108,345 14,680,900 14,886,433

(1,000,000 Unit of Rs. 10 eachy | 2000000 | 9.270,000 - -| 10,000,000 | 9,270,000 - )
NABIL BALANCED FUND-3 (NBF3) 7 7 7 )
(16,680 Unit of Rs. 10 each) 166,800 157,292 166,800 157,292

MEGA MUTUAL FUND-1 (MMF1) 4363000 | 3486357 ] 1 I R 7 7

(436,340 Unit of Rs. 10 each)

KUMARI DHANABRIDDHI
YOJANA 30,000,000 | 30,000,000 - - 30,000,000 30,000,000 - -
(3,000,000 Unit of Rs. 10 each)

Citizen Investment Trust

(1170 Unit of Rs. 3,031 each) ) 21,622 31,419 ) ) ) )

Citizens Bank International
Limited - - 350,761 405,300 - - - -
(10,095 Unit of Rs. 328 each)

Garima Bikas Bank Limited

(1,250 Unit of Rs. 465 each) ~81173 680,000

e et I f
o e e Bk . . 562,630 616,540 . - - :
(ﬁ%ng%% %anTréégéFe;81 each) 8144 448910 )

Laxmi Bank Limited ) B 283,364 296,250 R B B R

(750 Unit of Rs. 378 each)

Lumbini General Insurance
Limited - - 571,378 531,960 - -
(1,095 Unit of Rs. 708 each)

Muktinath Bikas Bank Limited
(1 Unit)

- 584,400 616,923 - -

Nadep Laghubtta Bittiya
Sanstha Limited - - 99,306 103,900 - - -
(120 Unit of Rs. 828 each)

Nepal Doorsanchar Company
Limited - - 538,716 525,600 - - -
(400 Unit of Rs. 1,347 each)

Nepal Infrastructure Bank
Limited - - 1,941,675 1,755,948 - - -
(10,143 Unit of Rs. 416 each)

Nepal Investment Bank Limited
(3,486 Unit of Rs. 354 each)

Nic Asia Bank Limited
(2,000 Unit of Rs. 847 each)

- - 1,232,764 1,247,688 - - -

- - 1,621,673 1,791,188 - - -

Annual Report 2021/22 %2
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Nirdhan Utthan Laghubitta

Bittiya Sanstha Limited - - 641,096 889,600 - - - -
(732 Unit of Rs. 281 each)

Nmb Bank Limited

(6,750 Unit of Rs. 368 each) ) ) 217,245 249,040 ) ) ) )
Prabhu Bank Limited

(3,150 Unit of Rs. 378 each) ) ) 740,490 731,200 ) ) ) )
Premier Insurance Company

Limited - - 763,746 702,000 - - - -
(1,222 Unit of Rs. 995 each)

Prudential Insurance Company

Limited - - 1,103,979 1,036,800 - - - -
(2,007 Unit of Rs. 754 each)

Sanima Bank Limited

(1,500 Unit of Rs. 424 each) 635,917 727,500 ) ) ) )
Shivam Cements Limited

(2,415 Unit of Rs. 1,414 each) 1620,315 1,548,396 i i i )
Siddhartha Bank Limited

(1,371 Unit of Rs. 440 each) ) 500,483 504,000 ) ) ) )
Siddhartha Insurance Limited

(1,426 Unit of Rs. 905 each) 620974 600944 ) ) ) )
Surya Life Insurance Company Limited ) ) ) .
(1,377 Unit of Rs. 799 each) 462,592 470,220

IME General Insurance Ltd.

(42 Unit of Rs. each) ) ) 50,778 ) ) ) )
Citizens Mutual Fund-2

(84,650 Unit of Rs. 15 each) 7333 10613 : i i :
Global IME Samunnat Scheme 1

(600 Unit of Rs. 11 each) ) 6,838 12,168 ) ) ) )
Nabil Balanced Fund-2

(5,000 Unit of Rs. 10 each) ) 50,000 70,500 ) ) ) )
NIBL Pragati Fund

(3,374 Unit of Rs. 10 each) 34,738 20,104 )

NIBL Sahabhagita Fund

(95,510 Unit of Rs. 10 each) ) 999,990 1,666,650 ) ) )

NIBL Samriddhi Fund - I

(100,000 Unit of Rs. 10 each) ) ) 1,000,000 1,081,000 ) ) ) )
Prabhu Select Fund

(350,000 Unit of Rs. 10 each) | 3900000 3,549,000 :

Sanima Equity Fund ) ) . ) )

(1,800 Unit of Rs. 11 each) 20,030 30,222

Sanima Large Cap Fund

(20,000 Unit of Rs. 10 each) ) ) 200,000 210,000 ) ) )

Siddhartha Equity Fund

(54,350 Unit of Rs. 12 each) ) 238,287 322,209 ) '

Sunrise Bluechip Fund

(50,000 Unit of Rs. 10 each) ) ) 500,000 508,000 ) ) )

Investment in unquoted equity

Credit Information Bureau Ltd

(166,215 Ordinary Shares of Rs. 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000
100 paid up)

National Banking Institute Ltd

(18,348 Ordinary Shares of Rs. 1,834,860 1,834,860 1,834,860 1,834,860 1,834,860 1,834,860 1,834,860 1,834,860
100 paid up)

Nepal Clearing House Ltd

(94,610 Ordinary Shares of Rs. 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000
100 paid up)

Nepal Electronic Payment

Systems Ltd(NEPS)

(150,000 Promoter Share of Rs. 15,000,000 15,000,000 15,000,000 15,000,000 15,000,000 15,000,000 15,000,000 15,000,000
100 paid up)

NIC Asia Select 30 Index Fund

(20,00,000 Unit of Rs. 10 each) - - 20,000,000 20,000,000 20,000,000 20,000,000
Mahila Laghubitta Bittiya Sastha Ltd

(206,500 Promoter Shares of 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000 14,000,000
Rs.100 paid up)

Total 211,196,042 | 198,470,422 | 190,541,908 | 203,432,587 | 211,196,042 | 198,470,422 | 166,665,842 177,816,658

NEPS has not declared any dividend for the past three years.
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Current tax assets 4.9
Group Bank
Current Year | Previous Year Current Year Previous Year
Current tax assets 4,532,505,530 3,547,884,255 4,513,958,362 3,536,378,863
Current year income tax assets 984,621,275 (335,735,056) 977,579,499 (343,975,442)
Tax assets of prior periods 3,547,884,255 3,883,619,311 3,536,378,863 3,880,354,305
Current tax liabilities 3,885,126,689 3,128,546,971 3,867,534,117 3,117,272,627
Current year income tax liabilities 756,579,718 (479,193,402) 750,261,490 (487,273,209)
Tax liabilities of prior periods 3,128,546,971 3,607,740,373 3,117,272,627 3,604,545,836
Total 647,378,841 419,337,284 646,424,245 419,106,236
Investment in subsidiaries 4.10
Bank
Current Year Previous Year
Investment in quoted subsidiaries - -
Investment in unquoted subsidiaries 200,000,000 200,000,000
Total investment 200,000,000 200,000,000
Less: Impairment allowances - -
Net carrying amount 200,000,000 200,000,000
Investment in quoted subsidiaries 4.10.1
Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value

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

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

Total
Investment in unquoted subsidiaries 4.10.2

Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value

('\g,aocohof"ggg‘g‘fg‘ir:‘;er;zﬁzfgff Rs. 100 each) 200,000,000 | 200,000,000 | 200,000,000 200,000,000

Total 200,000,000 200,000,000 200,000,000 200,000,000
Information relating to subsidiaries of the Bank 4.10.3

Percentage of ownership held by the Bank

Current Year
Machhapuchchhre Capital Ltd 69.85%
Total 69.85%

Previous Year
69.85%
69.85%
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Non controlling interest of the subsidiaries 4.10.4
Group
Machhapuchchhre Capital Ltd
Equity interest held by NCI (%) 30.15%
Profit/(loss) allocated during the year 490,940
Accumulated balances of NCI as on Ashadh end 87,976,413
Dividend paid to NCI -
No dividend paid to NCI till date.
Investment in associates 4.11

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Investment in quoted associates

Investment in unquoted associates

Total investment

Less: Impairment allowances

Net carrying amount

4111
Investment in quoted associates
Group Bank
Current Year Previous Year Current Year Previous Year
Cost Fair Cost Fair Cost Fair Cost Fair
Value Value Value Value
Total
Investment in unquoted associates 4.11.2
Group Bank
Current Year Previous Year Current Year Previous Year
Cost Fair Cost Fair Cost Fair Cost Fair
Value Value Value Value
Total
Information relating to associates of theBank 4.11.3
Group Bank
Percentage of ownership held by Percentage of ownership held by
the Bank the Bank

Current Year

Previous Year

Current Year

Previous Year

www.machbank.com

R




Equity value of associates

2u™ e wieiEeT 20T /188

4.11.4

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Total

Investment properties

4.12

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Investment properties measured at
fair value

Balance as on Sawan 1, 2077

Addition/disposal during the year

Net changes in fair value during the year

Adjustment/transfer

Net amount

Investment properties measured at
cost

Balance as on Sawan 1, 2077 273,910,573 174,947,305 273,910,573 174,947,305
Addition/disposal during the year (29,728,003) 98,963,268 (29,728,003) 98,963,268
Adjustment/transfer - - - -
Accumulated depreciation - - - -
Accumulated impairment loss - - - -
Net amount 244,182,570 273,910,573 244,182,570 273,910,573
Total 244,182,570 273,910,573 244,182,570 273,910,573

The bank has during the year assumed additional Non Banking Assets of 127,379,970 and sold NBA of NPR 157,107,973.
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Goodwill and Intangible Assets

Group 4.14
. . Software Total Ashadh | Total Ashadh
Particulars Goodwill Other
Purchased Developed end 2079 end 2078

Cost
As on Sawan 1, 2077 - 134,563,934 - - 134,563,934 108,334,148
Addition during the Year - 121,791,830 - - 121,791,830 26,229,786
Acquisition - 121,791,830 - - 121,791,830 26,229,786
Capitalization - - - - - -
Disposal during the year - 102,967,009 - - 102,967,009 -
Adjustment/Revaluation - - - - - -
Balance as on Ashadh end - 153,388,755 - - 153,388,755 134,563,934
2078
Addition during the Year - 18,113,964 - - 18,113,964 121,791,830
Acquisition - 18,113,964 - - 18,113,964 121,791,830
Capitalization - - - - -
Disposal during the year - 2,276,950 - - 2,276,950 102,967,009

Adjustment/Revluation

Balance as on Ashadh end 2079

169,225,769

169,225,769

153,388,755

Amortization and Impairment

As on Sawan 1, 2077 - 68,857,950 - - 68,857,950 59,328,073
Amortization charge for the Year | - 13,315,692 - - 13,315,692 9,529,877
Impairment for the year - - - -
Disposals - 56,116,129 - - 56,116,129

Adjustment - - - - -

As on Ashadh end 2078 - 26,057,513 - - 26,057,513 68,857,950
Amortization charge for the Year 17,391,331 17,391,331 13,315,692
Impairment for the year - -
Disposals 2,276,949 2,276,949 56,116,129
Adjustment

As on Ashadh end 2079 - 41,171,895 - - 41,171,895 26,057,513
Capital Work in Progress - - - - - -
Net Book Value

As on Ashadh end 2077 = 65,705,984 - - 65,705,984 49,006,075
As on Ashadh end 2078 = 127,331,242 - - 127,331,242 65,705,984
As on Ashadh end 2079 = 128,053,874 - - 128,053,874 127,331,242

%<  wwwmachbank.com
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Bank 414
Software
Particulars Goodwill S Devel- Other T°;2L?§7zdh To;zldl-\zs:;sdh
oped

Cost
As on Sawan 1, 2077 - 133,946,954 - 133,946,954 108,334,148
Addition during the Year - 120,868,506 - 120,868,506 25,612,806
Acquisition - 120,868,506 - 120,868,506 25,612,806
Capitalization - - - - -
Disposal during the year - 102,967,009 - 102,967,009 -
Adjustment/Revaluation - - - - -
Balance as on Ashadhend | - 151,848,451 - 151,848,451 133,946,954
2078
Addition during the Year - 18,113,964 - 18,113,964 120,868,506
Acquisition - 18,113,964 - 18,113,964 120,868,506
Capitalization - - - -
Disposal during the year - 2,276,950 - 2,276,950 102,967,009
Adjustment/Revluation - - - - -
Balance as on Ashadh end - 167,685,465 - 167,685,465 151,848,451
2079
Amortization and Impair-
ment
As on Sawan 1, 2077 - 68,819,869 - 68,819,869 59,328,073
Amortization charge for the - 13,113,635 - 13,113,635 9,491,796
Year
Impairment for the year - - - - -
Disposals - 56,116,129 - 56,116,129 -
Adjustment - - - - -
As on Ashadh end 2078 - 25,817,375 - 25,817,375 68,819,869
Amortization charge for the 17,083,270 17,083,270 13,113,635
Year
Impairment for the year - -
Disposals 2,276,949 2,276,949 56,116,129
Adjustment -
As on Ashadh end 2079 - 40,623,696 - 40,623,696 25,817,375
Capital Work in Progress - - - - -
Net Book Value
As on Ashadh end 2077 - 65,127,085 - 65,127,085 49,006,075
As on Ashadh end 2078 - 126,031,076 - 126,031,076 65,127,085
As on Ashadh end 2079 - 127,061,769 - 127,061,769 126,031,076

Annual Report 2021/22 %
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Deferred Tax 4.15
Group Bank
Current Year Current Year
Current Year
(FY 2078-79) Deferred Deferred Net Deferred Tax Deferred Net
Tax Tax Deferred Assests Tax Deferred
Assets Liabilities Tax Assets/ Liabilities Tax Assets/
(Liabilities) (Liabilities)
Deferred tax on temporory differences on following items
Loan and Advance to B/Fls - - -
Loans and Advances to i i i
customers
Investment properties - - -
Investment securities - (9,646,217) 9,646,217 (3,817,686) 3,817,686
Property & equipment - 39,581,275 (39,581,275) - 39,501,390 (39,501,390)
Egg'oyees defined benefit 71,070,828 - 71,070,828 71,599,421 71,599,421
Lease liabilities 320,040,331 | (289,674,417) 30,365,913 319,812,503 | (289,674,417) 30,138,085
Provisions - - -
Other temporary differences 518,433 17,318,903 (16,800,470) 518,433 17,318,903 (16,800,470)
Deferred tax ontemporary | 341 659597 | (242,420,456) 54,701,213 | 391,930,357 | (236,671,810)| 49,253,332
differences
Deferred tax on carry i i i
forward of unused tax losses
Deferred tax due to changes i i i
in tax rate
Net Deferred tax
asset/(liabilities) as on year | 391,629,592 | (242,420,456) 54,701,213 391,930,357 | (236,671,810) 49,253,332
end of 2079
Deferred tax (asset)/liabilities
as on Sawan 1, 2078 (35,348,476) (35,139,179)
dOrlgmatlon/(ReversaI) (19,352,737) (14,114,154)
uring the year
Deferred tax
expense/(income) (12,189,806) (6,951,223)
recognised in profit or loss
Deferred tax
expens'el(ln.come) (7,162,931) (7,162,931)
recognised in other
comprehensive income
Deferred tax
expense/(income) i i
recognised in directly in
equity
Group Bank
Previous Year Previous Year
Previous Year Deferred Deferred Net Deferred Tax Deferred Net
(FY 2077-78) Tax Tax Deferred Assests Tax Deferred
Assets Liabilities Tax Assets/ Liabilities Tax Assets/
(Liabilities) (Liabilities)
Deferred tax on temporary differences on following items

Loan and Advance to
B/Fls

Loans and Advances to
customers

www.machbank.com
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Investment properties

Investment securities

3,867,204

(3,867,204)

3,345,245

(3,345,245)

Property & equipment

36,924,271

(36,924,271)

36,802,834

(36,802,834)

Employees' defined benefit
plan

61,894,467

61,894,467

61,117,717

61,117,717

Lease liabilities

19,882,507

19,882,507

19,806,564

19,806,564

Provisions

Other temporary
differences

256,324

5,893,347

(5,637,023)

256,324

5,893,347

(5,637,023)

Deferred tax on temporary
differences

82,033,297

46,684,822

35,348,476

81,180,604

46,041,426

35,139,179

Deferred tax on carry
forward of unused tax
losses

Deferred tax due to
changes in tax rate

Net Deferred tax
asset/(liabilities) as on year
end of 2078

82,033,297

46,684,822

35,348,476

81,180,604

46,041,426

35,139,179

Deferred tax (asset)/liabilities
as on Sawan 1, 2077

(35,129,485)

(35,234,822)

Origination/(Reversal)
during the year

(218,991)

95,643

Deferred tax
expense/(income)
recognised in profit or loss

(3,564,236)

(3,249,601)

Deferred tax
expense/(income)
recognised in other
comprehensive income

3,345,245

3,345,245

Deferred tax
expense/(income)
recognised in directly in
equity

Other assets

4.16

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Assets held for sale

Other non banking assets

Bills receivable

Accounts receivable 427,038,005 | 105,280,765 420,857,879 90,324,412
Accrued income - - - -
Prepayments and deposit 112,140,632 113,441,278 111,740,632 113,041,278
Income tax deposit - - - -
Deferred employee expenditure 997,381,721 463,572,270 997,381,721 463,572,270
Other 989,449,561 24,272,072 989,449,561 24,272,072
a. Stationery at stock 23,868,170 24,272,072 23,868,170 24,272,072
b. Branch adjustment account - - - -
c. Right of Use Assets (NFRS 16) 965,581,391 - 965,581,391 -
d. Others - - - -
Total 2,526,009,919 706,566,385 | 2,519,429,793 691,210,032

Other includes Right of Use Assets (as per NFRS 16) amounting to NPR 965,581,391.

Annual Report 2021/22 (CRY
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Due to Bank and Financial Institutions

417

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Money market deposits

Interbank borrowing

1,401,003,699

1,401,003,699

Other deposits from BFIs

3,671,832,173

2,863,541,338

3,671,832,173

2,863,541,338

Settlement and clearing accounts

Total 5,072,835,872 2,863,541,338 5,072,835,872 2,863,541,338
Due to Nepal Rastra Bank 4.18
Group Bank
Current Year Previous Year Current Year Previous Year
Refinance from NRB 3,612,515,768 4,159,288,073 3,612,515,768 4,159,288,073
Standing Liquidity Facility - - - -
Lender of last report facility from NRB - - - -
Securities sold under repurchase - - - -
agreements
Other payable to NRB - - - -
Total 3,612,515,768 4,159,288,073 3,612,515,768 4,159,288,073
Derivative financial instruments 4.19
Group Bank
Current Year Previous Year Current Year Previous Year
Held for trading - - - -
Interest rate swap - - - -
Currency swap - - - -
Forward exchange contract - - - -
Others - - - -
Held for risk management 1,784,400 - 1,784,400 -
Interest rate swap - - - -
Currency swap - - - -
Forward exchange contract 1,784,400 - 1,784,400 -
Other - - - -
Total 1,784,400 - 1,784,400 -
Deposits from customers 4.20
Group Bank
Current Year Previous Year Current Year Previous Year
Institutions customers: 50,999,941,990 48,579,029,671 51,111,013,468 48,677,228,314
Term deposits 31,799,847,864 31,237,805,446 31,907,347,864 31,328,805,446
Call deposits 8,397,293,904 8,639,834,279 8,400,862,728 8,647,030,268
Current deposits 8,341,138,192 7,744,984,598 8,341,140,846 7,744,987,252
Other 2,461,662,030 956,405,348 2,461,662,030 956,405,348
Individual customers: 93,915,036,383 82,940,736,303 93,915,036,383 82,940,736,303
Term deposits 51,608,806,820 38,028,188,672 51,608,806,820 38,028,188,672
Saving deposits 41,793,452,001 44,511,551,968 41,793,452,001 44,511,551,968
Current deposits 512,068,723 399,407,662 512,068,723 399,407,662
Other 708,839 1,588,001 708,839 1,588,001
Total 144,914,978,373 131,519,765,974 145,026,049,851 131,617,964,617

©X  www.machbank.com
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Currency wise analysis of deposit from customers 4.20.1
Group Bank
Current Year Previous Year Current Year Previous Year
Nepalese rupee 138,632,284,744 126,535,106,973 138,743,356,222 126,633,305,616
Indian rupee 7,391,940 32,022,611 7,391,940 32,022,611
United State dollar 6,208,805,263 4,692,871,820 6,208,805,263 4,692,871,820
Great Britain pound 11,620,615 2,838,826 11,620,615 2,838,826
Euro 29,909,534 235,402,909 29,909,534 235,402,909
Japanese yen 24,851,598 21,406,775 24,851,598 21,406,775
Chinese yuan
Other (AUD) 114,678 116,060 114,678 116,060
Total 144,914,978,373 131,519,765,974 145,026,049,851 131,617,964,617
Borrowing 4.21
Group Bank
Current Year Previous Year Current Year Previous Year

Domestic Borrowing

Nepal Government

Other Institutions

Other

Sub total

Foreign Borrowing

Foreign Bank and Financial Institutions

1,286,243,901

1,202,306,566

1,286,243,901

1,202,306,566

Multilateral Development Banks

Other Institutions

Sub total

1,286,243,901

1,202,306,566

1,286,243,901

1,202,306,566

Total

1,286,243,901

1,202,306,566

1,286,243,901

1,202,306,566

Foreign borrowing includes USD 10 million loan from Mashreq Bank PSC, Dubai on 4 Feb 2020. Loan is for the period of 3 years and

interest is payable on quarterly basis. It also includes accrued interest payable thereon.

Provisions 4.22
Group Bank
Current Year Previous Year Current Year Previous Year
Provisions for redundancy
Provision for restructuring
Pending legal issues and tax litigation
Onerous contracts
Other
Total - - - -
Movement in provision 4.22.1
Group Bank
Current Year Previous Year Current Year Previous Year

Balance at Sawan 1

Provisions made during the year

Provisions used during the year

Provisions reversed during the year

Unwind of discount

Balance at Ashad end

Annual Report 2021/22 93
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Other liabilities 4.23
Group Bank
Current Year Previous Year Current Year Previous Year
Liability for employees defined benefit 68,949,092 97,649,042 68,949,092 96,115,562
obligations
Liability for long-service leave 239,990,006 205,363,961 238,664,736 203,725,722
Short-term employee benefits
Bills payable
Creditors and accruals 740,126,351 227,130,811 740,126,351 227,130,815
Interest payable on deposit 36,422,442 248,312,401 36,422,442 248,312,401
Interest payable on borrowing 54,373,053 38,061,918 54,373,053 38,061,918
Liabilities on deffered grantincome 10,764,277 13,885,888 10,764,277 13,885,888
Unpaid Dividend 78,306,317 97,832,934 78,306,317 97,832,934
Liabilities under Finance Lease 1,066,041,676 1,066,041,676
Employee bonus payable 269,933,270 257,698,424 269,632,385 253,371,402
Other 1,187,332,254 1,184,217,714 1,186,067,743 1,180,234,337
Total 3,752,238,738 2,370,153,093 3,749,348,072 2,358,670,979
Defined benefit obligations 4.23.1
The amounts recognised in the statement of financial position are as follows:
Group Bank
Current Year Previous Year Current Year Previous Year
Present value of unfunded obligations 68,949,092 96,115,562 68,949,092 96,115,562
Present value of funded obligations 523,512,045 412,362,097 523,512,045 412,362,097
Total present value of obligations 592,461,137 508,477,659 592,461,137 508,477,659
Fair value of plan assets 523,512,045 412,362,097 523,512,045 412,362,097
Present value of net obligations
Recognised liability for defined 68,949,092 96,115,562 68,949,092 96,115,562
benefit obligations
Plan assets 4.23.2
. Group Bank
Plan assets comprise - -
Current Year Previous Year Current Year Previous Year
Equity securities
Government bonds
Bank deposit
Other (Deposit with CIT) 523,512,045 412,362,097 523,512,045 412,362,097
Total 523,512,045 412,362,097 523,512,045 412,362,097
Actual return on plan assets 35,369,722 22,752,372 35,369,722 22,752,372
Movement in the present value of defined benefit obligations 4.23.3
Group Bank
Current Year Previous Year Current Year Previous Year
Defined benefit obligations at Sawan 1 508,477,659 397,070,878 508,477,659 397,070,878
Actuarial losses (23,976,592) 26,638,170 (23,976,592) 26,638,170
Benefits paid by the plan (20,335,336) (7,461,153) (20,335,336) (7,461,153)
Current service costs and interest 128,295,406 92,229,764 128,295,406 92,229,764
Defined benefit obligations at Ashad end 592,461,137 508,477,659 592,461,137 508,477,659

V¥ www.machbank.com
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Movement in the fair value of plan assets 4.23.4
Group Bank
Current Year Previous Year Current Year Previous Year
Fair value of plan assets at Sawan 1 412,362,097 343,914,303 412,362,097 343,914,303
Contributions paid into the plan 96,115,562 53,156,575 96,115,562 53,156,575
Benefits paid during the year (20,335,336) (7,461,153) (20,335,336) (7,461,153)
Actuarial (losses) gains (9,478,177) (10,256,209) (9,478,177) (10,256,209)
Expected return on plan assets 44,847,899 33,008,581 44,847,899 33,008,581
Fair value of plan assets at Ashad end 523,512,045 412,362,097 523,512,045 412,362,097
Amount recognised in profit or loss 4.23.5
Group Bank
Current Year Previous Year Current Year Previous Year
Current service costs 83,447,507 55,382,038 83,447,507 55,382,038
Interest on obligation 4,325,200 35,661,343 4,325,200 35,661,343
Expected return on plan assets (33,008,581) (33,008,581)
Total 87,772,707 58,034,800 87,772,707 58,034,800
Amount recognised in other comprehensive income 4.23.6
Group Bank
Current Year Previous Year Current Year Previous Year
Acturial (gain)/loss (18,823,615) 38,080,762 (18,823,615) 38,080,762
Total (18,823,615) 38,080,762 (18,823,615) 38,080,762
Actuarial assumptions 4.23.7
Group Bank
Current Year Previous Year Current Year Previous Year
Discount rate 9% 9% 9% 9%
Expected return on plan asset 9% 9% 9% 9%
Future salary increase 8% 8% 8% 8%
Withdrawal rate 8% 8% 8% 8%
Debt securities issued 4.24
Group Bank
Current Year Previous Year Current Year Previous Year
Debt securities issued designated as - -
at fair value through profit or loss
Debt securities issued at amortised 5,492,759,107 3,147,643,817 5,492,759,107 3,147,643,817
cost
Total 5,492,759,107 3,147,643,817 5,492,759,107 3,147,643,817
Subordinated Liabilities 4.25
Group Bank
Current Year Previous Year Current Year Previous Year

Redeemable preference shares

Irredemable cumulative preference
shares (liabilities component)

Other

Total

Annual Report 2021/22  \9'g
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Share capital 4.26
Group Bank
Current Year Previous Year Current Year Previous Year
Ordinary shares 10,257,155,581 9,053,094,581 10,257,155,581 9,053,094,581
Convertible preference shares (equity
component only)
Irredemable preference shares (equity
component only)
Perpetual debt (equity component
only)
Total 10,257,155,581 9,053,094,581 10,257,155,581 9,053,094,581
Ordinary shares 4.26.1
Bank
Current Year Previous Year
Authorized Capital
150,000,000 Ordinary shares of Rs. 100 each share 15,000,000,000 10,000,000,000
Issued capital
102,571,556 Ordinary shares of Rs.100 each share 10,257,155,581 9,053,094,581
(Previous Year 90,530,946 Ordinary shares of Rs.100 each share)
Subscribed and paid up capital
102,571,556 Ordinary shares of Rs.100 each share 10,257,155,581 9,053,094,581
(Previous Year 90,530,946 Ordinary shares of Rs.100 each share)
Total 10,257,155,581 9,053,094,581
Ordinary share ownership 4.26.2
Bank
Current Year Previous Year
% Amount % Amount
Domestic owne rship
Nepal Government - - -
“A" class licensed institutions - - -
Other licensed intitutions - - - -
Other Institutions 12 1,237,846,100 12 1,081,297,500
Public 88 9,019,309,481 88 7,971,797,081
Other - - -
Foreign ownership - - - -
Total 100 10,257,155,581 100 9,053,094,581

Shareholder holding 0.5% or more share

Current Year Previous Year
Name of Shareholders
% Amount % Amount
Surendra Mahato 11.11 1,139,107,300 11.11 1,005,390,300
Upendra Mahato Sudi 9.14 937,188,000 9.14 827,173,900
Prem Kumari K.C 8.68 890,105,600 8.76 792,722,800
PKR Investment Company Pvt.Ltd 6.57 673,479,800 6.57 594,863,000
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Ram Ashish Sahu Sudi 4.24 434,402,700 4.24 383,409,300
Krishna Gopal Shrestha 2.06 211,669,300 2.06 186,822,000
Dr.Dharma Raj Shrestha 2.03 208,262,600 2.03 183,815,000
Karan Motor Company Pvt.Ltd 1.51 155,328,200 1.51 137,094,600
Kiran K.C 1.48 152,170,700 1.43 129,601,500
Roshan K.C 1.48 152,055,800 1.48 134,307,800
Prakash K.C 1.29 132,642,300
Ganesh Bahadur Shrestha 1.19 121,738,700 0.81 73,019,100
Bam anakd Investent And Petroleun 099 101,862,600
Associated Automobiles Pvt.ltd 0.93 95,490,600 0.93 84,281,200
Shree Himalayan Enterprises Pvt.Ltd 0.80 81,905,200 0.80 72,290,600
Praneshwor Pokharel 0.72 73,385,100 0.72 64,770,600
Ajad Shrestha 0.64 65,341,700
Birendra Prasad Mahato 0.61 62,505,700 0.61 55,168,300
Rajan Lal Shrestha 0.53 54,160,700 0.56 51,085,200
Niraj Govinda Shrestha 0.53 47,825,300
Dinesh Lal Shrestha 0.51 521,702 0.51 46,046,100
Total 56.50 5,743,324,302 53.79 4,869,686,600
Reserves 4.27
Group Bank
Current Year Previous Year Current Year Previous Year

Statutory general reserve 2,367,871,642 2,030,426,757 2,365,397,144 2,028,066,095
Exchange equalization reserve 52,780,098 40,068,908 52,780,098 40,068,908
Corporate social responsibility reserve 21,918,862 16,435,157 21,738,429 16,266,099
Capital redemption reserve - - -
Regulatory reserve 931,795,514 643,662,389 931,795,514 643,662,389
Investment adjustment reserve -
Capital reserve - - -
Assets revaluation reserve - - -
Fair value reserve (8,907,934) 7,805,571 (8,907,934) 7,805,571
Dividend equalization reserve -
Debenture redemption reserve 428,571,429 - 428,571,429 -
Actuarial gain (208,525,882) (227,349,497) (208,525,882) (227,349,497)
Special reserve - -

Other reserve 17,640,072 535,535 17,640,072 -

a) Employee Skill Enhancement Re- 17,640,072 17,640,072 -

serve (Trainning Reserve)

b) Deferred Tax Reserve - - - -

) Other Reserve 535,535 -
Total 3,603,143,801 2,511,584,814 3,600,488,870 2,508,519,565
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Contingent liabilities and commitments

4.28

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Contingent liabilities

38,888,529,322

31,786,326,039

38,888,529,322

31,786,326,039

Undrawn and undisbursed facilities 5,529,953,492 949,476,586 5,529,953,492 949,476,586
Capital commitment 211,156,953 81,040,402 211,156,953 81,040,402
Lease commitment - 1,521,013,379 - 1,521,013,379
Litigation 139,151,751 112,444,637 139,151,751 112,444,637
Total 44,768,791,517 | 34,450,301,043 | 44,768,791,517 | 34,450,301,043

Contingent liabilities

4.28.1

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Acceptance and documentary credit

2,866,188,847

2,680,826,233

2,866,188,847

2,680,826,233

Bills for collection

12,799,688,047

7,608,064,251

12,799,688,047

7,608,064,251

Forward exchange contracts

Guarantees

23,222,652,427

21,497,435,554

23,222,652,427

21,497,435,554

Underwriting commitment

Other commitments

Total

38,888,529,322

31,786,326,039

38,888,529,322

31,786,326,039

Undrawn and undisbursed facilities

4.28.2

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Undisbursed amount of loans

Undrawn limits of overdrafts 5,169,753,697 675,864,858 | 5,169,753,697 675,864,858
Undrawn limits of credit cards 360,199,795 273,611,728 360,199,795 273,611,728
Undrawn limits of letter of credit - - - -
Undrawn limits of guarantee - - - -
Total 5,529,953,492 949,476,586 | 5,529,953,492 949,476,586
Capital commitments 4.28.3

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

statements

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Capital commitments in relation to
Property and Equipment

Approved and contracted for

211,156,953

81,040,402

211,156,953

81,040,402

Approved but not contracted for

Sub total

211,156,953

81,040,402

211,156,953

81,040,402

Capital commitments in relation to
Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

211,156,953

81,040,402

211,156,953

81,040,402

www.machbank.com
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4.28.4

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Operating lease commitments

Future minimum lease payments under non

cancellable operating lease, where

the bank is lessee

Not later than 1 year - 204,894,703 - 204,894,703
Later than 1 year but not later than 5 years - 812,325,516 - 812,325,516
Later than 5 years - 503,793,160 - 503,793,160

Sub total

1,521,013,379

1,521,013,379

Finance lease commitments

Future minimum lease payments under non

cancellable operating lease, where

the bank is lesse

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub total

Grand total

1,521,013,379

1,521,013,379

Lease Commitments has been calcuated as per NFRS 16 - " Leases"

Litigation

4.28.5

Under the self-assessment process, bank files its income tax returns which is then reviewed by Large Tax Payers
Office usually within four years from the end of financial year. On completion of assesment till FY 2074-75, Large
Taxpayers Office(LTO) has raised an assessment order for disputed tax liability of NPR 139,151,751. Bank has
contended such tax liability and has filed appeal to higher authorities. These cases are under administrative review
and pending before Revenue Tribunal/Supreme Court.

Interest income 4.29
Group Bank

Current Year Previous Year Current Year Previous Year
Cash and cash equivalent 1,482,565 13,924,877 1,482,565 13,924,877
Due from Nepal Rastra Bank - - - -
Placement with bank and financial 34,361,429 6,706,063 34,361,429 6,706,063
institutions
Loan and advances to bank and 8,240,096 33,341,469 8,240,096 33,341,469

financial institutions

Loans and advances to customers

13,942,886,377

10,193,851,450

13,942,886,377

10,193,851,450

Investment securities 1,100,851,994 739,524,476 1,107,424,649 751,365,767
Loan and advances to staff 137,975,816 156,293,441 137,975,816 156,293,441
Other 15,525,940 14,997,198 - -
Total interest income 15,241,324,217 11,158,638,974 | 15,232,370,932 | 11,155,483,067

Loan and advances to staff includes interest income from fair value of staff loan.

Annual Report 2021/22
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Interest expense 4.30
Group Bank

Current Year Previous Year Current Year Previous Year
Due to bank and financial institutions 150,974,084 73,820,166 150,974,084 73,820,166
Due to Nepal Rastra Bank 452,541,271 34,805,180 452,541,271 34,805,180
Deposits from customers 9,075,478,821 6,276,283,283 9,082,051,476 | 6,288,124,574
Borrowing 96,408,179 99,246,538 96,408,179 99,246,538
Debt securities issued 489,262,477 308,065,328 489,212,014 307,993,622
Subordinated liabilities - - - -
Other 83,139,524 - 83,139,524 -
Total interest expense 10,347,804,356 6,792,220,495 | 10,354,326,548 | 6,803,990,080

Other includes interest expense on finance lease as per NFRS 16-"Leases".

Fees and Commission Income 4.31
Group Bank

Current Year Previous Year Current Year Previous Year
Loan administration fees 319,410,441 293,670,168 319,410,441 293,670,168
Service fees 210,363,205 188,815,415 171,540,100 149,924,894
Consortium fees 47,297,645 55,842,986 47,297,645 55,842,986
Commitment fees 1,795,467 2,600,965 1,795,467 2,600,965
DD/TT/Swift fees 41,651,165 19,191,309 41,651,165 19,191,309
Credit card/ATM issuance and renewal 164,584,307 108,862,766 164,584,307 108,862,766
fees
Prepayment and swap fees 100,600,604 70,416,120 100,600,604 70,416,120
Investment banking fees 16,293,809 7,001,317 16,293,809 7,001,317
Asset management fees - - - -
Brokerage fees - - - -
Remittance fees 23,775,047 45,240,236 23,775,047 45,240,236
Commission on letter of credit 132,804,398 96,741,239 132,804,398 96,741,239
Commission on guarantee contracts 188,095,698 197,326,508 188,095,698 197,326,508
issued
Commission on share - - - -
underwriting/issue
Locker rental 12,474,369 9,551,396 12,474,369 9,551,396
Other fees and commission income 133,780,585 86,077,144 133,847,174 86,531,695

Total fees and Commission Income

1,392,926,740

1,181,337,569

1,354,170,224

1,142,901,599

Fees and commission expense 4.32
Group Bank

Current Year Previous Year Current Year Previous Year
ATM management fees 60,148,449 54,951,868 60,148,449 54,951,868
VISA/Master card fees 79,254,132 37,454,494 79,254,132 37,454,494
Guarantee commission - - - -
Brokerage - - - -
DD/TT/Swift fees 8,023,790 14,011,716 8,023,790 14,011,716
Remittance fees and commission 8,198,781 3,438,111 8,198,781 3,438,111
Other fees and commission expense 37,518,758 23,077,114 35,409,254 21,186,967
Total fees and Commission Expense 193,143,910 132,933,303 191,034,406 131,043,156
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4.33

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Changes in fair value of trading assets

Gain/loss on disposal of trading assets

Interest income on trading assets

Dividend income on trading assets

Gain/loss foreign exchange transaction 216,650,959 258,087,591 216,650,959 258,087,591
Other - - - -
Net trading income 216,650,959 258,087,591 216,650,959 258,087,591
Other operating income 4.34
Group Bank

Current Year Previous Year Current Year | Previous Year
Foreign exchange revaluation gain 50,844,759 38,508,768 50,844,759 38,508,768
Gain/loss on sale of investment (22,141,577) 114,132,737 | 108,337,341
securities
Fair value gain/loss on investment i i ) i
properties
Dividend on equity instruments 15,560,910 35,705,621 14,261,570 35,668,097
Gain/loss on sale of property and 4,384,927 (284,621) 4,384,927 (284,621)
equipment
Gain/loss on sale of investment 14,573,322 14,157,140 14,573,322 14,157,140
property
Operating lease income - - - -
Gain/loss on sale of gold and silver 10,984,087 - 10,984,087 -
Other 443,596 1,450,928 - -
Total 74,650,024 203,670,573 95,048,665 196,386,725
Impairment charge/(reversal)for loan and other losses 4.35

Group Bank

Current Year Previous Year Current Year | Previous Year
Impairment charge/(reversal) on loan (14,810,853) 23,884,866 (14,810,853) 23,884,866
and advances to B/Fls
Impairment charge/(reversal) on loan 516,043,634 473,914,158 516,043,634 | 473,914,158
and advances to customer
Impairment charge/(reversal) on - - - -
financial Investment
Impairment charge/(reversal) on - - - -
placement with banks and financial
institutions
Impairment charge/(reversal) on - - - -
property and equipment
Impairment charge/(reversal) on - - - -
goodwill and intangible assets
Impairment charge/(reversal) on - - - -
investment properties
Total 501,232,781 497,799,024 501,232,781 497,799,024
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Personnel Expense 4.36
Group Bank
Current Year Previous Year Current Year | Previous Year
Salary 526,675,085 494,835,975 514,244,963 486,370,638
Allowances 413,777,351 359,421,155 413,777,351 359,421,155
Gratuity expense 88,421,859 58,483,652 87,772,707 58,034,800
Provident fund 52,202,741 49,157,886 51,423,509 48,635,994
Uniform 19,320,934 29,122,853 19,320,934 29,122,853
Training & development expense 16,888,729 7,313,824 16,789,521 7,295,777
Leave encashment 98,406,766 121,162,498 97,802,416 119,886,294
Medical - - - -
Insurance 9,970,565 8,225,920 9,970,565 8,225,920
Employees incentive - - - -
Cash-settled share-based payments - - - -
Pension expense - - - -
Finance expense under NFRSs 66,294,839 126,404,300 66,294,839 126,404,300
Other expenses related to staff 381,181,368 275,156,063 376,688,657 272,738,439
a. Dashain allowance 73,445,460 69,791,131 73,269,579 69,615,250
b. Others 307,735,908 205,364,932 303,419,078 203,123,189
Subtotal 1,673,140,237 1,529,284,126 1,654,085,462 | 1,516,136,170
Employees bonus 269,933,270 257,126,943 269,632,385 253,371,402
Grand total 1,943,073,507 1,786,411,069 1,923,717,847 | 1,769,507,572
Other operating expense 4.37
Group Bank
Current Year Previous Year Current Year | Previous Year
Directors' fee 3,692,700 3,342,154 3,012,900 2,784,154
Directors' expense 1,813,528 1,449,682 1,688,934 1,417,924
Auditors' remuneration 2,373,000 1,921,000 2,260,000 1,864,500
Other audit related expense - - - -
Professional and legal expense 6,926,051 2,754,813 6,992,639 3,209,364
Office administration expense 1,083,017,856 666,091,065 1,078,015,534 662,217,899
Operating lease expense 7,210,171 221,836,323 4,413,219 219,291,963
Operating expense of investment i i ) i
properties
Corporate social responsibility expense - 5,367 - -
Onerous lease provisions - - - -
Other - - - -
Total 1,105,033,306 897,400,404 1,096,383,226 890,785,804
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Office Administration Expense 4.371
Group Bank

Current Year Previous Year Current Year | Previous Year
Water and Electricity 37,664,764 33,536,553 37,286,406 33,310,660
Repair and Maintenance 20,856,786 17,898,548 20,785,426 17,841,871
a) Building 125,175 206,350 125,175 206,350
b) Vehicle 6,986,042 4,767,181 6,986,042 4,767,181
¢) Computer and accessories 1,014,691 1,361,317 1,014,691 1,361,317
d) Office equipment and furniture 6,214,167 4,861,816 6,214,167 4,861,816
e) Other 6,516,711 6,701,884 6,445,351 6,645,207
Insurance 6,177,295 4,485,730 5,952,803 4,392,904
Postage, Telex, Telephone, Fax 29,994,041 81,386,528 29,926,917 81,163,446
Printing and Stationery 33,357,476 31,343,129 33,013,798 31,195,372
News Paper, books and journals 179,669 120,613 179,669 120,613
Advertisements 40,731,068 38,927,119 40,022,432 38,689,056
Donation - -
Security Expenses 162,456,330 143,616,542 162,099,156 142,861,523
Deposit and loan guarantee premium 44,098,712 66,877,046 44,098,712 66,877,046
Traveling Allowances and Expenses 14,875,585 8,942,375 14,811,739 8,883,812
Entertainment 3,966,411 2,242,337 3,966,411 2,242,337
Legal Expenses - - - -
Annual/special General Meeting 2,795,742 2,249,862 2,653,786 2,209,003
Other 685,863,976 234,464,683 683,218,278 232,430,255
a) Annual Maintenance Expenses 22,869,227 14,528,989 22,869,227 14,528,989
b) Fuel 15,287,619 10,118,105 15,114,815 10,047,719
) Business Promotion/Annual Function 40,365,944 16,513,809 40,345,785 16,513,809
Expenses
d) Rates And Taxes 13,648,879 10,545,670 13,648,879 10,545,670
e) Outsource Staff Expenses 63,471,859 54,881,305 63,081,424 54,753,052
f) Other 530,220,448 127,876,805 528,158,148 126,041,016
Total 1,083,017,856 666,091,065 1,078,015,534 662,217,899
Depreciation & Amortisation 4.38

Group Bank

Current Year Previous Year Current Year | Previous Year
Depreciation on property and 360,051,516 178,322,050 359,349,438 177,086,918
equipment
Depreciation on investment property - - - -
Amortisation of intangible assets 17,391,331 13,315,692 17,083,270 13,113,635
Total 377,442,847 191,637,742 376,432,708 190,200,553

Depreciation on property and equipment includes depreciation on Right of Use Assets amounting to NPR
156,104,218 as per NFRS 16-"Leases" due to which depreciation amount does not match with 4.13 property, plant

and equipment schedule.

Non operating income 4.39
Group Bank

Current Year Previous Year Current Year Previous Year

Recovery of loan written off 34,466,836 9,773,799 34,466,836 9,773,799

Other income - - - -

Total 34,466,836 9,773,799 34,466,836 9,773,799
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Non operating expense 4.40

Group Bank

Current Year Previous Year Current Year | Previous Year

Loan written off 38,126,303 103,244,429 38,126,303 103,244,429
Redundancy provision - - - -
Expense of restructuring - - - -
Other expense 24,762,334 95,719,547 24,762,334 95,719,547
Total 62,888,637 198,963,976 62,888,637 198,963,976
Income tax expense 4.41

Group Bank

Current Year Previous Year Current Year | Previous Year

Current tax expense 753,305,669 686,818,951 746,987,441 676,119,044
Current year 743,072,576 680,493,815 736,754,348 669,816,968
Adjustments for prior years 10,233,093 6,325,136 10,233,093 6,302,076
Deferred tax expense (12,189,806) (4,352,819) (6,951,223) (3,249,602)
Origination and reversal of temporary (12,189,806) (4,352,819) (6,951,223) (3,249,602)
differences
Changes in tax rate - - - -
Recognition of previously unrecognised - - - -
tax losses
Total income tax expense 741,115,863 682,466,132 740,036,218 672,869,442
Reconciliation of tax expense and accounting profit 4.41.1

Group Bank

Current Year

Previous Year

Current Year

Previous Year

Profit before tax 2,429,399,432 2,314,142,493 2,426,691,463 | 2,280,342,616
Tax amount at tax rate of 30% 728,819,830 694,242,748 728,007,439 684,102,785
Add: Tax effect of expenses that are not - - - -
deductible for tax purpose

Less: Tax effect on exempt income 3,364,624 8,822,965 3,364,624 8,822,965
Add/less: Tax effect on other items 5,160,310 (8,712,454) 5,160,310 (8,712,454)
Total income tax expense 730,615,516 676,707,329 729,803,125 666,567,366
Effective tax rate 30.07% 29.24% 30.07% 29.23%
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MACHHAPUCHCHHRE BANK LIMITED
PRINCIPAL INDICATORS

. . F.Y. F.Y. F.Y. F.Y. F.Y.
Particulars Indicators
2074/2075 2075/2076 2076/2077 2077/2078 2078/2079

1. Net Profit/Gross Income % 14.81% 14.86% 9.99% 12.60% 9.96%
2. Earnings Per Share Rs. 15.81 21.07 14.96 17.76 16.44
3. Market Value per Share Rs. 209.00 264.00 220.00 385.00 254.00
4. Price Earning Ratio Ratio 13.22 12.53 14.71 21.68 21.68
5. Dividend (including bonus) on share capital % 10.00% 16.00% 10.40% 14%
6. Cash Dividend on share capital % 10.00% 11.00% 3.37% 0.70%
7. Interest Income/Loans & Advances % 12.09% 12.96% 11.76% 9.35% 11.39%
8. Employee Expenses/Total Operating Exps % 10.74% 11.29% 13.33% 16.30% 12.11%
?6v:/?r:EEESt Exps on Total Deposit and Bor- % 6.93% 7 16% 7.02% 491% 6.74%
10. Exchange Fluctuation Gain/Total Income % 2.05% 2.86% 2.67% 2.32% 1.58%
11. Staff Bonus/ Total Employee Expenses % 29.86% 28.07% 15.95% 16.71% 16.30%
12. Net Profit/Loans & Advances % 1.92% 2.16% 1.31% 1.35% 1.26%
13. Net Profit/ Total Assets % 1.47% 1.61% 1.02% 1.02% 0.94%
14. Total Credit/Deposit % 89.78% 87.00% 88.56% 86.53% 86.32%
lz's;f’sta' Operating Expenses/Total % 7.40% 8.09% 7.81% 5.88% 7.64%
16. Adequacy of Capital Fund on Risk
Weightage Assets

a. Core Capital % 14.38% 11.88% 9.57% 8.67% 8.62%

b. Supplementary Capital % 0.98% 0.91% 3.45% 3.39% 3.39%

c. Total Capital Fund % 15.36% 12.79% 13.02% 12.06% 13.36%
17. Liquidity % 25.26% 23.70% 23.83% 27.08% 21.40%
18. Non Performing Loans/Total Loans % 0.44% 0.37% 0.52% 0.62% 1.04%
19. Base Rate % 11.06% 10.37% 9.21% 7.26% 9.86%
gg} r;g’g*hted Average Interest Rate % 475% 427% 4.36% 3.82% 433%
21. Book Net worth Rs. 10,356,871,786| 11,236,871,503 | 11,584,702,840 | 12,864,132,182 | 14,485,771,130
22. Total Shares Number 80,556,930 80,556,930 84,584,777 90,530,946 | 102,571,556
23. Total Employees Number 953 1,195 1,486 1,510 1,584
24. Productivity per Staff Rs.'000 1642.48 1,420.16 851.38 1064.55 1116.99
25. Book Value Per Share Rs. 128.57 139.49 136.96 142.10 142.10
26. Number of branches Number 88 131 159 161 165
27. Number of ATM Number 93 144 198 203 207
Note:

1. Gross income includes interest income, fee & commission income, operating income, forex income and non operating income

2. Loan & advances of point no. 7 includs gross amount of loan to customes & BFI's presented in 4.7 and 4.6 respectively.

3. Total staff expenses does not include staff bonus.

4. Weighted Average Interest Rate spread is presented as per the calculation of NRB Directive (Thus Rate represent Ashad month spread)

<< www.machbank.com
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Machhapuchchhre Bank Limited
Significant Accounting Policies to Consolidated Financial Statements
Financial Year 16 July 2027 to 16 July 2022 (1 Shrawan 2078 to 32 Ashadh 2079)

1. General Information
1.1 Reporting Entity

Machhapuchchhre Bank Limited (hereinafter referred to
as "the Bank”) is a public limited company, incorporated
on 16 February 1998 as per then Companies Act 1964
of Nepal, and domiciled in Nepal. The Bank obtained
license from Nepal Rastra Bank on 11 Ashoj 2057. The
registered office of the Bank is located at Lazimpat,
Kathmandu, Nepal. The Bank is listed in Nepal Stock
Exchange Limited (the sole stock exchange in Nepal) for
public trading.

The principal activities of the Bank are to provide
full-fledged commercial banking services including,
agency services, trade finance services, card services,
e-commerce products and services and commodity
trading services to its customers through its strategic
business units, branches, extension counters, ATMs
and network of agents.

1.2 Subsidiary

Machhapuchchhre Capital Limited subsidiary of the
Bank was incorporated on 8 Ashwin 2075 as a public
limited company as per the Companies Act 2063
and licensed by Securities Board of Nepal under
the Securities Businessperson (Merchant Banker)
Regulations, 2008 to provide merchant banking and
investment banking services.

Current holding of the Bank in Machhapuchchhre
Capital Limited is 69.85%.

Subsidiar Cost as on
y Ashadh end 2079
Machhapuchchhre Capital 200,000,000

Limited

The financial year of subsidiary is same as that of the
Bank.

1.3 Group

The Group represents the Bank and its subsidiary.

2. Basis of Preparation

2.1 Basis of Preparation

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

The Financial Statements comprise of:

+ Consolidated Statement of Financial Position (SOFP)
Consolidated Statement of Profit and Loss (SOPL)
Consolidated Statement of Other Comprehensive
Income (SOCI)

Consolidated Statement of Changes in Equity
(SOCE)

Consolidated Statement of Cash Flows (SOCF)
Notes to the Consolidated Financial Statements
comprising summary of Significant Accounting
Policies and explanatory notes.

2.2 Statement of Compliance

The financial statements of the group have been
prepared in accordance with Nepal Financial Reporting
Standards (NFRS) as issued by Accounting Standards
Board and carve out issued by the Institute of Chartered
Accountants of Nepal and in compliance with BAFIA
2073 and Unified Directives 2078 issued by Nepal Rastra
Bank and all other applicable laws and regulations.
These policies have been consistently applied to all the
years presented except otherwise stated.

2.3 Reporting Period and approval of financial
statements

The Bank follows the Nepalese financial year based on
the Nepalese calendar. The corresponding dates for
the English calendar are as follows:

The Board of Directors of the Bank authorized the
financial statement vide its resolution dated 1 Poush
2079 and recommended for its approval by the Annual
General Meeting of the shareholders.

Annual Report 2021/22 6%
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Relevant Financial Statement

Nepalese Calendar

Date/Period English Calendar Date/Period

Consolidated Statement of Financial Position

32 Ashad 2079 16 July 2022

Consolidated Statement of Profit/Loss

1 Shrawan 2078 t0 32 16 July 2021 t0 16 July 2022

Ashad,2079
ﬁc&r;igdated Statement of Other Comprehensive 1 ShravvanAZS%i,tzoo% 16 July 2021 t0 16 July 2022
Consolidated Statement of Cash flow ! ShravvanAZS%iltzoo% 16 July 2021 to 16 July 2022
Consolidated Statement of Changes in Equity ! ShravvanAZSCk);i;oo% 16 July 2021 to 16 July 2022

2.4 Functional and Presentation Currency

The Nepalese Rupees (NPR), being the currency of
primary economic environment under which bank
operates, has been used as the functional currency. The
financial information has been presented in Nepalese
Rupees and has been shown in actual figure, unless
indicated otherwise.

2.5 Significant Accounting Judgments,
Estimates and Assumptions

The Management of the Bank has made judgments,
estimations and assumptions which affect the
application of accounting policies and reported
amounts of assets, liabilities, income and expenses that
is required for the preparation of financial statements
in conformity with Nepal Financial Reporting Standards
(NFRS). The Management believes that the estimates
used in preparation of financial statements are prudent
and reasonable. Estimates and underlying assumptions
are reviewed on an ongoing basis. Necessary revisions
to accounting estimates are recognized in the period
in which such estimates are revised and in any future
periods affected. Actual results may differ from these
estimates.

Any revision in accounting estimate is recognized
prospectively in present and future periods as required
under NAS 8 Accounting Policies, Changes in Accounting
Estimates and Error.

Significant estimates, assumptions and judgments used
in applying accounting policies which have material
effect in financial statements is:

o Impairment on loans and advances (Higher of
provision for loan loss calculated as per NRB
Guideline and Impairment loss calculated as
per NFRS as per carve out issued by ICAN to be
mandatorily implemented till carve out period)

www.machbank.com

Ro

2.6 Accounting Policies and Changes in
Accounting Polices

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

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

2.7 New Standards in issue but not yet
effective

The Institute of Chartered Accountants of Nepal (ICAN)
has published Nepal Financial Reporting Standards
2018 (NFRS 2018) on March, 2021. Accordingly, NFRS 9
and NFRS 17 has been introduced with amendment to
existing standards which shall be effective from Fiscal
Year 2024-25.

2.7.1 NFRS 9 ‘Financial Instruments’
Impairment

IFRS 9 ‘Financial Instruments’ was issued by the IASB in
July 2014 and effective internationally for the financials
beginning on or after 1 January 2018. Accounting
Standard Board of Nepal endorsed NFRS 9 Financial
Instruments with some exceptions, mainly in the




Impairment. Currently, the carve out issued by the
Accounting Standard Board of Nepal has been used
for impairment on loans and advances. However, with
introduction of NFRS 2018, NFRS 9 shall cover Expected
Credit Loss Model which is in line with the IFRS 9
Financial Instruments. The requirement of NFRS 9 is
Expected Credit Loss Model.

Expected Credit Loss Model (ECL) of Impairment
The Expected Credit Loss (ECL) model is a forward-
looking model. The ECL estimates are unbiased,
probability-weighted, and  include  supportable
information about past events, current conditions, and
forecasts of future economic conditions.

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

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

Stage 2 : Lifetime ECL - Significantly increased credit
risk in the event of a significant increase in credit risk
since initial recognition, a provision is required for the
lifetime ECL representing losses over the life of the
financial instrument (lifetime ECL). Interest income will
continue to be recognized on a gross basis.

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

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

2u™ e wieiEeT 20T /188

2.8 New Standards and interpretation not
adopted

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

The NFRS conform, inallmaterial respect, to International
Financial Reporting Standards (IFRS) as issued by the
International Accounting Standards Board (IASB).
However, the Institute of Chartered Accountants of
Nepal (ICAN) vide its notice dated 2079.03.31 has
resolved that Carve-out in NFRS with alternative
treatment and effective period shall be provided to the
Banks and Financial Institutions regulated by NRB on
the specific recommendation of Accounting Standard
Board(ASB). Details of carve out provided are as follows:

2.8.1NFRS 9: Financial Instruments:
Recognition and Measurement

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

In para 5.4, effective interest rate is the rate that exactly
discounts estimated future cash payments of receipts
through the expected life of the financial assets or
financial liability to the gross carrying amount of a
financial asset or to the amortized cost of a financial
liability. When calculating the effective interest rate,
an entity shall estimate the expected cash flows by
considering all the contractual terms of the financial
instruments (for example, prepayment, extension, call
and similar options) but small not consider the expected
credit losses. The calculation includes all fees and points
paid or received unless it is immaterial or impracticable
to determine reliably, between parties to the contract
that are an integral part of the effective interest rate
(Para B5.4.1 - B5.4.3), transaction costs, and all other

Stage 1 Stage 2 Stage 3
Nature 12 month expected credit loss Lifetime expected credit loss Lifetime expected credit loss
Risk No significant risk since initial recog- Significant credit risk since initial Credit impaired
nition recognition
Nature Performing Underperforming Non-performing

Interest Revenue Effective interest on gross carrying

amount

Effective interest on gross carrying
amount

Effective interest on gross Car-
rying amount less ECL

Annual Report 2021/22 Qg
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premiums or discounts. There is a presumption that
cash flows and the expected life of a group of similar
financial instruments can be estimated reliably.
However, in those rare cases when it is not possible to
reliably estimate the cash flows or the expected life of a
financial instrument (or group of financial instruments),
the entity shall use the contractual cash flows over
the full contractual term of the financial instrument
(or group of financial instruments). This carve out is
optional and has been provided until FY 2080-81 (i.e.
FY 2023-24).

b) Impairment and collectability of financial
assets measured at amortized cost

As per Para 5.5, an entity shall assess at the end of
each reporting period whether there is any objective
evidence that a financial asset or group of financial
assets measured at amortized cost is impaired. If any
such evidence exists, they shall apply paragraph 5 to
determine the amount of any impairment loss unless
the entity is a bank of financial institution registered
as per Bank and Financial Institution Act 2073. Such
entities shall measure impairment loss on loan and
advances as the higher of amount derived as per the
norms prescribed by the Nepal Rastra Bank for loan loss
provision and amount determined as per paragraph 5
and shall apply paragraph 5 to measure the impairment
loss on financial assets other than loan and advances.
If there is objective evidence that an impairment loss
on financial assets measured at amortized cost has
been incurred, the amount of the loss is measured as
the difference between the asset's carrying amount
and the present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset's original
effective interest rate (i.e., the effective interest rate
computed at initial recognition). The carrying amount
of the assets shall be reduced either directly or through
use of an allowance account. The amount of the loss
shall be recognized in profit of loss.

This carve out is not optional and has been provided
until FY 2080-81 (i.e. FY 2023-24). Bank will measure
the impairment of loan and advances to customers as
higher of the impairment as assessed under NFRS or
as per the norms prescribed by Nepal Rastra Bank. The
provision is mandatory where impairment under NFRS
and impairment under NRB norms has been disclosed
for comparison and the higher of the two is charged as
impairment and recognized in the financial statements.

%R  www.machbank.com

2.9 Discounting

Discounting has been done, using the relevant discount
rate, for computing the present value of a payment
or stream of payments that is to be received in future
in case required under NFRS for any valuations,
adjustments. Market interest rate, EIR are used for
discounting the future payments as required under
the provision. It has been applied in the cases where
discounting is significant financing component.

2.10 Prior Period Errors

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

2.11 Materiality and Aggregation

In compliance with NFRS 1 Presentation of Financial
Statements, each material class of similar items is
presented separately in financial statements. Items of
dissimilar nature are presented separately unless they
are material.

2.12 Offsetting

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

2.13 Rounding

The statements have been rounded off to nearest
Rupees in relevant assertions.
3. Summary of significant accounting policies

The principal accounting policies set out below have
been applied consistently to all periods presented in
these Financial Statements, unless otherwise stated.
The preparation of financial statements requires the
use of certain accounting estimates. The areas where




significant judgments and estimates have been made
in preparing the financial statements and their effects
have been disclosed.

3.1 Basis of Measurement

The financial statements have been prepared on
historical cost basis except for the following material
items in the statement of financial position:

. Financial instruments at fair value through profit or
loss or through OCI are measured at fair value.

« Financial instruments subsequently measured at
amortized cost.

- Liability for defined benefit obligations is recognized
as the present value of the defined benefit
obligation less the net total of the plan assets, plus
unrecognized actuarial gains, less unrecognized
past service cost and unrecognized actuarial losses.

« The Bank recognizes a right-of-use asset and a
lease liability as per NFRS 16.

3.2 Basis of Consolidation
3.2.1 Business Combinations and Goodwiill

Business combinations are accounted for using the
acquisition method as per the requirements of NFRS 3
(Business Combinations). The Bank measures goodwill
as the fair value of the consideration transferred
including the recognized amount of any non-controlling
interest in the acquire, less the net recognized
amount (generally fair value) of the identifiable assets
acquired and liabilities assumed, all measured as of the
acquisition date. When the excess is negative, a bargain
purchase gain is immediately recognized in the profit
or loss.

The Bank elects on a transaction by transaction basis
whether to measure non-controlling interest at its fair
value, or at its proportionate share of the recognized
amount of the identifiable net assets, at the acquisition
date. The consideration transferred does not include
amounts related to the settlement of pre-existing
relationships. Such amounts are generally recognized
in profit or loss. Transaction costs, other than those
associated with the issue of debt or equity securities,
that the Bank incurs in connection with a business
combination are expensed as incurred.

Any contingent consideration payable is measured
at fair value at the acquisition date. If the contingent
consideration is classified as equity, then it is not re-
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measured, and settlement is accounted for within
equity. Otherwise, subsequent changes in the fair value
of the contingent consideration are recognized in profit
or loss except for measurement period adjustment.

3.2.2 Non-Controlling Interest (NCI)

Bank elects to measure any non-controlling interests
for each business combination in the acquire at their
proportionate share of the acquirer's identifiable net
assets (partial goodwill method).

Changes in the Bank's interest in a subsidiary that do
not result in a loss of control are accounted for as
transactions with owners in their capacity as owners.
Adjustments to non-controlling interests are based
on a proportionate amount of the net assets of the
subsidiary. No adjustments are made to goodwill and
no gain or loss is recognized in profit or loss.

3.2.3 Subsidiaries

Subsidiaries are the entities controlled by the Bank. The
Bank controls an entity if it is exposed, or has rights, to
variable returns from its involvement with the investee
and has the ability to affect those returns through its
power over the investee. The Financial Statements of
subsidiaries are included in the Consolidated Financial
Statements from the date that control commences until
the date that control ceases.

The Bank reassesses whether it has control if there are
changes to one or more of the elements of control.
The Financial Statements have been prepared using
uniform accounting policies for like transactions and
other events in similar circumstances as stated on Para
19 of the NFRS 10.

3.2.4 Loss of Control

When the Bank loses control over a Subsidiary, it
derecognizes the assets and liabilities of the former
subsidiary at its carrying value when control is lost
and subsequently accounts for it and for any amounts
owed by or to the former subsidiary in accordance with
relevant NFRS. That fair value shall be regarded as the
fair value on initial recognition of a financial asset in
accordance with relevant NFRS or, when appropriate,
the cost on initial recognition of an investment in an
associate or joint venture. The Bank recognizes the gain
or loss associated with the loss of control attributable
to the former controlling interest.

Annual Report 2021/22 QQ
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3.2.5 Special Purpose Entity (SPE)

Special purpose entity is a legal entity (usually limited
companyofsometypeor, sometimes, alimited partnership)
created to fulfil narrow, specific or temporary objectives.
SPEs are typically used by companies to isolate the firm
from financial risk. The Bank does not have any special
purpose entity as of now.

3.2.6 Transaction Elimination on Consolidation

All intra-group balances and transaction, and any
unrealized income and expense (except for foreign
currency transaction gains or losses) arising from intra-
group transactions are eliminated in preparing the
consolidated financial statements. Unrealized losses are
eliminated in the same way as unrealized gains, but only
to the extent that there is no evidence of impairment..

3.3 Cash and Cash Equivalent

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

Cash and cash equivalents are carried at amortized cost
in the statement of financial position.

3.4 Due from Nepal Rastra Bank

Due from Nepal Rastra Bank includes statutory
balances held with Nepal Rastra Bank for compulsory
cash reserve, securities purchased from Nepal Rastra
Bank under resale agreement and other deposits with
and receivables from Nepal Rastra Bank. Balances
with central banks are carried at amortized cost in the
Statement of Financial Position.

3.5 Placement with Bank and Financial Institution

Placementswith banks and financial Institutionsincludes
placement with other banks with original maturities of
more than three months from the acquisition date.
Placements with banks are initially measured at fair
value. After initial measurement, they are subsequently
measured at amortized cost using the Effective Interest
Rate (EIR), less allowance for impairment. Interest
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income from placements with banks is included in
“Interest income” in the Statement of Profit or Loss.

3.6 Financial Assets and Financial Liabilities
3.6.1 Recognition

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

3.6.2 Classification

Financial instruments are classified as
« Financial Assets
« Financial Liabilities

I. Financial Assets

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

« Financial assets measured at amortized cost

. Financial asset measured at fair value

a) Financial assets measured at amortized cost

The Bank classifies a financial asset measured at

amortized cost if both of the following conditions are

met:

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

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




b) Financial asset measured at fair value

Financial assets other than those measured at

amortized cost are measured at fair value. Financial

assets measured at fair value are further classified into

two categories as below:

« Financial assets at fair value through profit or loss.

. Financial assets at fair value through other
comprehensive income

i) Financial assets at fair value through profit
or loss

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

ii) Financial assets at fair value through other
comprehensive income

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

Il. Financial Liabilities

The Bank classifies its financial liabilities, other than

financial guarantees and loan Commitments, as follows;

. Financial Liabilities at Fair Value through Profit or
Loss

« Financial Liabilities measured at amortized cost

a) Financial Liabilities at Fair Value through
Profit or Loss

Financial liabilities are classified as fair value through
profitorlossifthey are held for trading or are designated
at fair value through profit or loss. Upon initial
recognition, transaction costs are directly attributable
to the acquisition are recognized in Statement of Profit
or Loss as incurred.
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b) Financial Liabilities measured at amortized
cost

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

3.6.3 Measurement
Initial Measurement

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

Subsequent Measurement

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

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

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

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

Any interest in such transferred financial assets that
qualify for derecognition that is created or retained by
the Bank is recognized as a separate asset or liability.
On derecognition of a financial asset, the difference
between the carrying amount of the asset (or the
carrying amount allocated to the portion of the asset
transferred), and the consideration received (including
any new asset obtained less any new liability assumed)
shall recognized in profit or loss.

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

Derecognition of Financial Liabilities

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

3.6.5 Determination of Fair Value

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

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

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

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

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

If a market for a financial instrument is not active, the
Bank establishes fair value using a valuation technique.
Valuation techniques include using recent arm’s length
transactions between knowledgeable, willing parties (if
available), reference to the current fair value of other
instruments that are substantially the same, discounted
cash flow analyses. The best evidence of the fair value
of a financial instrument at initial recognition is the
transaction price - i.e. the fair value of the consideration
given or received. However, in some cases, the fair
value of a financial instrument on initial recognition may
be different to its transaction price. If such fair value
is evidenced by comparison with other observable
current market transactions in the same instrument
(without modification) or based on a valuation
technique whose variables include only data from
observable markets, then the difference is recognized
in profit or loss on initial recognition of the instrument.
In other cases the difference is not recognized in profit
or loss immediately but is recognized over the life of
the instrument on an appropriate basis or when the
instrument is redeemed, transferred or sold, or the fair
value becomes observable.

All unguoted equity investments are recorded at
cost, considering the non-trading of promoter shares
up to the date of balance sheet, the market price of




such shares could not be ascertained with certainty.
Hence, these investments are recognized at cost net of
impairment, if any.

3.6.6 Offsetting

Financial assets and liabilities are offset and the net
amount presented in the statement of financial position
when, and only when, the Group has a legal right to set
off the amounts and it intends either settle them on a
net basis or to realize the asset and settle the liability
simultaneously. Income and expenses are presented
on a net basis only when permitted under NFRS, or
for gains and losses arising from a group of similar
transactions such as in the Group's trading activity.

3.6.7 Impairment

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

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

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

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

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

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

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

The Bank considers evidence of impairment for
loans and advances and held-to-maturity investment
securities at both a specific asset and collective level. All
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individually significant loans and advances and held-to-
maturity investment securities are assessed for specific
impairment. Those found not to be specifically impaired
are then collectively assessed for any impairment that
has been incurred but not yet identified.

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

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

Impairment losses on assets measured at
amortized cost

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

Bank considers evidence of impairment for loans
and advances and investment securities measured
at amortized cost at both specific asset and collective
level. Bank first assess individually whether objective
evidence of impairment exists for financial assets that
are individually significant and assessed on collective
basis for those that are not individually significant.

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

Impairment as per NFRS 9

An entity shall measure the loss allowance for a
financial instrument at an amount equal to the lifetime
expected credit losses if the credit risk on that financial
instrument has increased significantly since initial
recognition. Impairment allowances that are calculated
on individual loans or on groups of loans assessed
collectively are recorded as charges to the profit or
loss and are recorded against the carrying amount of
impaired loans on the statement of financial position.
Losses, which may arise from future events, are not
recognized.

Individually assessed loans and advances

Loans and advances to customers with significant value
(Top 50 borrowers and borrowers classified as bad
as per Nepal Rastra Bank Directive) are assessed for
individual impairment test. For these loans, the group
considers on a case-by-case basis at each reporting
date whether there is any objective evidence that a loan
is impaired. Loans and advances to customers with
significant value are assessed for individual impairment
test. The recoverable value of loan is estimated on the
basis of realizable value of collateral and the conduct of
the borrower/past experience of the bank.

Collectively assessed loans and advances

Impairment is assessed collectively to cover losses,
which have been incurred but have not yet been
identified on loans subject to individual assessment
or for homogeneous groups of loans that are not
considered individually significant. Assets that are
individually assessed and for which no impairment
exists are grouped with financial assets with similar
credit risk characteristics and collectively assessed for
impairment. The credit risk statistics for each group of
the loan and advances are determined by management
prudently being based on the past experience. For the
purpose of collective assessment of impairment bank
has categorized assets in to four broad products as
follows:
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1. Term Loan
2. Auto Loan
3. Home Loan
4. Qverdraft

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

Loan Loss Provision as per direction of Nepal
Rastra Bank

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

Policies Adopted

The bank adopts carve out issued by ICAN for
measurement of impairment loss on loans and
advances. As per the Carve out notice issued by ICAN,
the Bank has measured impairment loss on loan and
advances as the higher of amount derived as per norms
prescribed by Nepal Rastra Bank for loan loss provision
and amount determined as per para 5 of carve out
notice (mentioned in 2.8.1) .

Impairment of investment in equity instrument
classified as fair value though other comprehensive
income

Where objective evidence of impairment exists for
financial assets measured at FVTOCI except investment
in equity instrument, the cumulative loss (measured
as the difference between the amortized cost and the
current fair value, less any impairment loss on that
financial asset previously recognized in the statement of
profit or loss) is reclassified from equity and recognized
in the profit or loss. A significant or prolonged decline
in the fair value of an equity security below its cost is




considered, among other factors in assessing objective
evidence of impairment for equity securities.

3.7 Trading Asset and liabilities

Trading assets and liabilities are those assets and
liabilities that the Bank acquires or incurs principally
for the purpose of selling or repurchasing in the near
term, or holds as a part of a portfolio that is managed
together for short term profit or position taking.

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

3.8 Derivative financial Instruments

Derivatives are financial instruments that derive their
value in response to changes in interest rates, financial
instrument prices, commodity prices, foreign exchange
rates, credit risk, indices etc. Derivatives are categorized
as trading unless they are designated as hedging
instruments. All derivatives are initially recognized and
subsequently measured at fair value, with all revaluation
gains or losses recognized in the Statement of Profit or
Loss under Operating Income. Derivatives are recorded
at fair value and carried as assets when their fair value is
positive and as liabilities when their fair value is negative.
Fair value is determined using the closing rates ruling
on the reporting date.

3.9 Property, Plant and Equipment
Recognition

Property, plant and equipment are tangible items that
are held for use in the production or supply of services,
for rental to others or for administrative purposes and
are expected to be used during more than one period.
The Bank applies the requirements of the NAS 16
Property, Plant and Equipment in accounting for these
assets. Property, plant and equipment are recognized if
it is probable that future economic benefits associated
with the asset will flow to the entity and the cost of the
asset can be measured reliably.
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Measurement

An item of property, plant and equipment that qualifies
for recognition as an asset is initially measured at its
cost. Cost includes purchase price including any non-
refundable taxes after deducting volume rebates and
trade discounts and such other costs that are incurred
to bring asset to location and condition to be operating
in a manner intended by management.

Cost includes expenditure that is directly attributable
to the acquisition of the asset and cost incurred
subsequently to add to, replace part of an item of
property, plant&equipment. The cost of self-constructed
assets includes the cost of materials and direct labor,
any other costs directly attributable to bringing the
asset to a working condition for its intended use and
the costs of dismantling and removing the items and
restoring the site on which they are located.

Purchased software that is integral to the functionality
of the related equipment is capitalized as part of
computer equipment. When parts of anitem of property
or equipment have different useful lives, they are
accounted for as separate items (major components) of
property, plant and equipment.

Cost Model

Property and equipment is stated at cost excluding
the costs of day-to-day servicing, less accumulated
depreciation and accumulated impairment loss. Such
costincludes the cost of replacing part of the equipment
when that cost is incurred, if the recognition criteria are
met. Bank has adopted cost model for entire class of
property and equipment. The items of property and
equipment are measured at cost less accumulated
depreciation and any accumulated impairment loss.

Revaluation Model

On revaluation of an asset, any increase in the carrying
amount is recognized in ‘Other comprehensive income’
and accumulated in equity, under revaluation reserve
or used to reverse a previous revaluation decrease
relating to the same asset, which was charged to 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 is recognized as an expense in the Statement
of Profit or Loss or debited to the Other Comprehensive
Income to the extent of any credit balance existing in
the revaluation reserve in respect of that asset. The
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decrease recognized in other comprehensive income
reduces the amount accumulated in equity under
revaluation reserves. Any balance remaining in the
revaluation reserve in respect of an asset is transferred
directly to retained earnings on retirement or disposal
of the asset.

The Bank has not applied the revaluation model to the
class of freehold land and buildings or other assets.

Subsequent Cost

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

Derecognition

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

Depreciation

Depreciation is calculated by using the straight line
method (SLM) on cost or carrying value of property,
plant & equipment other than freehold land. Land is not
depreciated as it has indefinite useful life. Management
has determined the expected life of the fixed assets for
depreciation purpose as follows:

S.N. Assets Types Expect(eYcl::se)ful life

1 Building 50
2 Vehicle 7
3 Furniture Wooden

4 Furniture Metal 10

o0

www.machbank.com

5 Office Equipment 10
6 Computers 5
7 Generators and Others 10
8 ATM 7
9 Battery 3

The depreciation on the assets purchased and
capitalized during the current period has been
accounted from the date of booking. In case of assets
being sold and written off, the depreciation is charged
up to the previous month of disposal and gain or loss
on the sales transaction is accounted for.

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

b) Assets with a unit value of NPR 10,000 or less are
expensed-off during the year of purchase irrespective
of its useful life. However, in case of opening of new
branches, expansion, relocation and reconstruction
of offices for same nature of assets if total purchase
price is greater than 50,000 such type of assets are
capitalized even though the assets unit price is less
than NPR 10,000.

C) Leasehold improvements are depreciated over the
lease period or 10 years whichever is lower.

Changes in Estimates

The asset’s residual values, useful lives and methods of
depreciation are reviewed, and adjusted if appropriate,
at each financial year end.

Capital Work in Progress

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

3.10 Intangible Assets and Goodwill
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 it is probable that the future
economic benefits that are attributable to the asset
will flow to the entity and the cost of the asset can
be measured reliably. An intangible asset is initially
measured at cost. Expenditure incurred on anintangible
item that was initially recognized as an expense by the
Bankin 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

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.

Goodwiill

Goodwill, if any that arises upon the acquisition of
Subsidiaries is included in intangible assets.

Subsequent Expenditure

Expenditure incurred on software is capitalized only
when it is probable that this expenditure will enable the
asset to generate future economic benefits in excess
of its originally assessed standard of performance and
this expenditure can be measured and attributed to
the asset reliably. All other expenditure is expensed as
incurred. 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 patternin
which the asset's economic benefits are consumed by
the bank. Amortization methods, useful lives, residual
values are reviewed at each financial year end and
adjusted if appropriate. The Bank assumes that there is
no residual value for its intangible assets.

Software, licenses are amortized over a period of useful
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life and in case of useful life cannot be ascertained the
bank has the policy to amortize the cost in five years.

Derecognition of Intangible Assets

The carrying amount of an item of intangible asset is
derecognized on di sposal 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.

3.11 Government Grant

Government grant is recognized in profit or loss on a
systematic basis over the periods in which the entity
recognizes as expenses the related costs for which the
grants are intended to compensate. Income approach
is followed in recording grant income.

Government grants related to the assets including
non-monetary grants at fair value is presented in the
statement of financial position by setting up Deferred
Grant Income. Grants related to income are presented
as part of profit or loss under other income.

3.12 Investment Property / Non-Current
Asset held for sale

Investment propertiesinclude land or land and buildings
other than those classified as property and equipment
and non-current assets held for sale. They are either
held for rental income or for capital appreciation or for
both, but not for sale in ordinary course of business and
owner occupied property. Generally, it includes land,
land and building acquired by the Bank as non-banking
assets but not sold as on the reporting date. They have
been valued cost or fair value whichever is lower.

The Bank holds investment property that has been
acquired through enforcement of security over the
loans and advances. Accordingly, Investment properties
include the assets obtained as security for loans &
advances and subsequently taken over by the Bank in
the course of loan recovery.

Non-Current Assets Held for Sale

Non-current assets (such as property) and disposal
groups (including both the assets and liabilities of the
disposal groups) are classified as held for sale and
measured at the lower of their carrying amount and fair
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value less costtosellif their carryingamountis recovered

principally through sale rather than continuing use.

They are recognized and measured when:

(i) Their carrying amounts will be recovered principally
through sale;

(i) Theyare available-for-sale intheir present condition;
and

(i) Their sale is highly probable.

Any impairment loss on initial classification and
subsequent measurement is recognized as expense.
Also, any increase in fair value less cost to sell (not
exceeding the accumulated impairment loss that has
been previously recognized) is recognized in profit
or loss. Immediately before the initial classification as
held for sale, the carrying amounts of the assets (or
assets and liabilities in a disposal group) are measured
in accordance with the applicable accounting policies
described above.

3.13 Due to Banks and Financial Institution

Due to banks and financial institution represents credit
balances in Nostro Accounts, short-term borrowings
from banks, deposit accepted from “D” class financial
Institutions. These are initially recognized at fair value.
Subsequent to initial recognition, these are measured
at their amortized cost. As per the Carve Out regarding
the EIR rate treatment issued by ICAN, when calculating
EIR, all these transaction cost shall be considered unless
it is immaterial or impracticable to do so. Since all these
transaction costs cannot be identified separately for
every customer and it seems impracticable, separate
EIR rate has not been computed as allowed by Carve
Out issued by ICAN. Amortization is included in “Interest
expenses” in the Statement of Profit or Loss.

3.14 Deposit from Customers

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

As per NFRS 9 regarding Financial Instruments
recognition and measurement, EIR rate is to be used
for booking such interest expense and when calculating
the EIR, an entity shall estimate cash flows considering
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all contractual term of the financial instrument but not
credit loss, which includes the fees and points received
or paid, transaction costs, premiums, discounts.

As per the Carve Out regarding the EIR rate treatment
issued by ICAN, when calculating EIR, all these transaction
cost shall be considered unless it is immaterial or
impracticable to do so. Since all these transaction costs
cannot be identified separately for every customer and
it seems impracticable, separate EIR rate has not been
computed as allowed by Carve Out issued by ICAN. The
Amortization is included in “Interest expenses” in the
Statement of Profit or Loss.

3.15 Debt Securities issued

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

3.16 Subordinated Liabilities

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

3.17 Provisions

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

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

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




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

3.18 Contingent Liabilities and Commitments

Contingent liabilities are possible obligations whose
existence will be confirmed only by uncertain future
events or present obligations where the transfer
of economic benefit is not probable or cannot be
readily measured as defined under NAS 37 Provisions,
Contingent Liabilities and Contingent Assets. In the
normal course of business, the Bank undertakes
commitments and incurs contingent liabilities with
legal recourse to its customers to accommodate the
financial and investment needs of clients, to conduct
trading activities and to manage its own exposure to
risk. These consist of financial guarantees, letters of
credit and other undrawn commitments to lend. Letters
of credit and guarantees (including standby letters of
credit) commit the Bank to make payments on behalf
of customers in the event of a specific act, generally
related to the import or export of goods. Guarantees
and standby letters of credit carry a similar credit risk
to loans. Operating lease commitments of the Bank
(as a lessor and as a lessee) and pending legal claims
against the Bank also form part of commitments of
the Bank. Contingent liabilities are not recognized in
the Statement of Financial Position but are disclosed
unless they are remote. These financial instruments
generate interest or fees and carries elements of credit
risk in excess of those amounts recognized as assets
and liabilities in the Statement of Financial Position.
However, no material losses are anticipated as a result
of these transactions.

3.19 Litigation

Litigations are anticipated in the context of business
operations due to the nature of the transactions
involved. The Bank is involved in various such legal
actions and the controls have been established to deal
with such legal claims. There are pending litigations
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existing as at the end of the reporting period against the
Bank, resulting through normal business operations.
Litigations against the Bank have been assessed in
terms of the probability of any claims or damages arising
against the Bank, which require provisions to be made
in the Financial Statements as per NAS 37 Provisions,
Contingent Liabilities and Contingent Assets.

3.20 Borrowing Cost

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

3.21 Income Tax

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

3.21.1 Current Tax

Current tax assets and liabilities consist of amounts
expectedtoberecoveredfromor paidto Inland Revenue
Department in respect of the current year, using the tax
rates and tax laws enacted or substantively enacted on
the reporting date and any adjustment to tax payable in
respect of prior years.

3.21.2 Deferred Tax

Deferred tax is provided on temporary differences at
the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial
reporting purposes. Deferred tax liabilities are
recognized for all taxable temporary differences except:

o  Where the deferred tax liability arises from the initial
recognition of goodwill or of an asset or liability in
a transaction that is not a business combination,
and at the time of transaction, affects neither the
accounting profit nor taxable profit or loss.
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o 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 differences will not reverse in the
foreseeable future.

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

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

« In respect of deductible temporary differences
associated with investments in Subsidiaries,
deferredtax 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 carrying amount of deferred tax assets is reviewed
at each reporting date and reduced to the extent that it
is probable that sufficient profit will be available to allow
the deferred tax asset to be utilized. Unrecognized
deferred tax assets are reassessed at each reporting
date and are recognized to the extent that it has
become probable that future taxable profit will allow
the deferred tax asset to be recovered.

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

3.22 Revenue Recognition

Revenue is the gross inflow of economic benefits during
the period arising from the course of the ordinary
activities of an entity when those inflows result in
increases in equity, other than increases relating to
contributions from equity participants. Revenue is
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recognized to the extent that it is probable that the
economic benefits will flow to Bank and the revenue can
be reliably measured. The following specific recognition
criteria must also be met before revenue is recognized.

3.22.1 Interest Income

Interest income includes interest income on the basis
of accrual basis from loan and advance to borrowers,
loans, and investment in government securities,
investment in NRB bond, corporate bonds, and interest
on investment securities measured at fair value.

Carve out issued by ICAN

Carve out on EIR which was initially applicable till FY
2076/77 has again been extended for FY 2078/79 as well.
As per the carve out regarding the EIR rate treatment
issued by ICAN, when calculating EIR, all these shall
be considered unless it is immaterial or impracticable
to do so. Since all these transaction costs cannot be
identified separately and separate EIR computation for
every customer seems impracticable, such transaction
costs of all previous years has not been considered
when computing EIR. Due to impracticability, such
relevant costs are ignored, due to which EIR rate equals
to the rate provided to customers and therefore,
income recognized by system on accrual basis has
been considered as income Once the recorded value
of a financial asset or a group of similar financial assets
has been reduced due to an impairment loss, interest
income continues to be recognized using the rate of
interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

Guideline on Recognition of Interest
Income, 2019 by NRB.

Criteria for determining loans on which interest no
longer be recognized to the profit or loss account
but shall be suspended
Guideline issued by NRB on income recognition defines
certain criteria for determining loans on which interest
no longer be recognized to the profit or loss account
but shall be suspended .These criteria are as follows
(a) Loans where there is reasonable doubt about the
ultimate collectability of principal or interest;
(b)  Loans against which individual impairment or life
time impairment as per NFRS 9 has been made;
(c) Loans where contractual payments of principal
and/or interest are more than 3 months in arrears
and where the “net realizable value” of security




is insufficient to cover payment of principal and
accrued interest;

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

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

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

Criteria to cease the accrual of interest

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

3.22.2 Fee and Commission Income

Fees and Commission Income being the transaction
costs integral to the effective interest rate on financial
asset. However, as per the Carve out issued by ICAN
regarding the treatment of fee and commission in
EIR rate, fees to be considered for EIR computation
unless it is impracticable to determine reliably. Since,
such transaction costs are not identifiable for separate
customer and therefore being impracticable, they have
not been considered when computing EIR. They have
been booked on accrual basis except commission on
guarantees issued by the bank which is recognized
as income over the period of the guarantee, except
for guarantee commission not exceeding NPR one
lakhs is recognized at the time of issue. Other fee and
commission income are recognized on accrual basis.
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3.22.3 Dividend Income

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

3.22.4 Net Trading Income

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

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

Netincome from other financial instruments at fair value
through profit or loss relates to non-trading derivatives
held for management purposes that do not form part of
qualifying hedge relationships and financial assets and
liabilities designated at fair value through profit or loss.
Itincludes all realized and unrealized fair value changes,
interest, dividends and foreign exchange differences.

3.22.6 NFRS 15 Revenue from contract with
customers

NFRS 15isanew standard for revenue recognition which

overhauls the existing revenue recognition standards.

The standard requires the following five step model

framework to be followed for revenue recognition:

- lIdentification of the contracts with the customer

« l|dentification of the performance obligations in the
contract

« Determination of the transaction price

. Allocation of the transaction price to the
performance obligations in the contract (as
identified in step ii)

« Recognition of revenue when the entity satisfies a
performance obligation.

The management is assessing the potential impact on
its financial statements resulting from application of
NFRS 15.

NFRS 15 Revenue from Contracts with Customers. The
standard shall supersede existing NAS 18 Revenue and
NAS 11 Construction Contract.
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3.23 Interest Expense

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

3.24 Impairment of non-financial Assets

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

3.25 Employment Benefits
I. Short term employee Benefits

Short term employee benefits are the benefits that are
expected to be settled wholly before 12 months and
therefore booked as expense in the period in which
employees render the related service. It includes the
following:

« Wages, salaries and social security contributions

« Paid annual and paid sick leave

« Profit sharing and bonuses

« Non-monetary benefits

Il. Post-employment benefit
Post-employment benefit includes the following.
a) Defined Contribution Plans

A defined contribution plan is a post-employment
benefit plan under which the Bank makes fixed
contribution into a separate Bank account (a fund)
and will have no legal or constructive obligation to pay
further contributions even if the fund does not hold
sufficient assets to pay all employee benefits relating
to employee services in the current and prior periods
as defined in Nepal Accounting Standards NAS 19
Employee Benefits.

The contribution payable by the employer to a defined
contribution planin proportion to the services rendered
to Bank by the employees and is recorded as an
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expense under ‘Personnel Expense’ as and when they
become due.

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

b) Defined Benefit Plans

A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan. Accordingly,
leave encashment and gratuity has been considered as
defined benefit plans as per NAS 19 Employee Benefits.
Net Obligation in DBP is calculated separately for each
plan by estimating the amount of future benefit that
employees have earned in return for their service in the
current and prior periods and discounting that benefit
to determine its present value and then deducting
the fair value of any plan assets. Bank recognizes all
actuarial gains and losses arising from DBP in the Other
Comprehensive Income and expenses related to DBP
under personnel expense in the Statement of Profit or
Loss.

Under NFRS, the actuarial gains and losses form part
of re measurement of the net defined benefit liability
/ asset which is recognized in Other Comprehensive
income (OCI). Also, the tax effect of the same has also
been recognized in Other Comprehensive Income
(OCl) under NFRS. Some assumptions used by actuarial
valuator for valuation are as under:

1. Discount Rate: It is based on Yield to Maturity
Available on Government Bonds having similar term to
decrement-adjusted estimated term of liabilities.

2. Expected Return on Plan Asset: Average long
term rate of return expected on investments of Trust
Fund.

3. Salary Escalation Rate: Management estimation
of 8% after considering the expected earnings inflation
as well as performance and seniority related increase.

4. Withdrawal rate: Management estimation on the
basis of 8% on the basis of expected long term future
employee turnover within the organization.

5. Mortality Rate: Nepali Assured Lives Mortality
issued by Beema Samiti.

(a) Gratuity

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




in respect of defined benefit obligation is calculated by
estimating the amount of future benefit that employees
have earned for their service in the current and prior
periods and discounting that benefit to determine its
present value, then deducting the fair value of any plan
assets to determine the net amount to be shown in the
Statement of Financial Position. The value of a defined
benefit asset is restricted to the present value of any
economic benefits available in the form of refunds
from the plan or reduction on the future contributions
to the plan. In order to calculate the present value
of economic benefits, consideration is given to any
minimum funding requirement that apply to any plan
in Bank. An economic benefit is available to Bank if it is
realizable during the life of the plan, or on settlement of
the plan liabilities.

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

The increase in gratuity liabilities attributable to the
services provided by employees during the under
'Personnel Expenses’ together with the net interest
expense. Also, actuarial gain loss have been shown
under Other Comprehensive Income (OCl) Bank
recognizes the total actuarial gain/ (loss) that arises
in computing Bank's obligation in respect of gratuity
in other comprehensive income during the period in
which it occurs.

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

lll. Other long term employee benefit

Other long-term employee benefits include items such
as unutilized leave balance, if not expected to be settled
wholly before twelve months after the end of the annual
reporting period in which the employees render the
related service.

(a) Unutilized Accumulated Leave

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

3.26 Other expense

Other Expense have been recognized in the Statement
of Profit or Loss as they are incurred in the period
to which they relate. All expenditure incurred in the
operation of the business and in maintaining the
capital assets in a state of efficiency has been charged
to revenue in arriving at profit for the year. Provisions in
respect of other expenses are recognized when there
is present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources
embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of
the amount of the obligation.

3.27 Leases

Thedetermination of whetheran arrangementisalease,
or it contains a lease, is based on the substance of the
arrangement and requires an assessment of whether
the fulfillment of the arrangement is dependent on the
use of a specific asset or assets and the arrangement
conveys a right to use the asset.

NFRS 16 ‘Leases’ is effective for annual periods
beginning on or after 1 Shrawan 2078. NFRS 16 is
the new accounting standard for leases and replace
NAS 17 Leases and IFRIC 4 Determining whether an
Arrangement contains a Lease. The new standard
removes the distinction between operating or finance
leases for lessee accounting, resulting in all leases
being treated as finance leases. A lessee is required
to recognize a right-of-use asset (ROU) representing
its right to use the underlying leased asset and a
lease liability representing its obligation to make
lease payments. The main reason for this change is
that this approach will result in a more comparable
representation of a lessee’s assets and liabilities
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in relation to other companies and, together with
enhanced disclosures, will provide greater transparency
of a lessee’s financial leverage and capital employed.
The standard permits a lessee to choose either a full
retrospective or a modified retrospective transition
approach.

The Bank recognizes a right-of-use asset and a lease
liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises
the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement
date, plus anyinitial direct costsincurred and an estimate
of costs to dismantle and remove any improvements
made to branches or office premises.

Theright-of-use asset is subsequently depreciated using
the straight-line method from the commencement date
to the end of the lease term. In addition, the right-of-
use asset is periodically reduced by impairment losses,
if any, and adjusted for certain re-measurements of the
lease liability.

The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted using the interest
rate implicit in the lease or, if that rate cannot be
readily determined, Bank's incremental borrowing rate.
Generally, the Bank uses its incremental borrowing rate
as the discount rate.

Cost of borrowing of Bank till the date of signing any
lease contract has been considered as its incremental
borrowing rate.

Lease payments included in the measurement of the
lease liability comprise the following:

o Fixed payments, including in-substance fixed
payments, less any lease incentives receivable.

« Variable lease payments that depend on an index
or a rate, initially measured using the index or rate
as at the commencement date.

. Amounts expected to be payable under a residual
value guarantee; and

« The exercise price under a purchase option that
the Bank is reasonably certain to exercise, lease
payments in an optional renewal period if the Bank
is reasonably certain to exercise an extension
option, and penalties for early termination of a
lease unless the Bank is reasonably certain not to
terminate early.

The lease liability is measured at amortized cost using
the effective interest method. It is remeasured when

there is a change in future lease payments arising from
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a change in an index or rate, if there is a change in the
Bank's estimate of the amount expected to be payable
under a residual value guarantee, if the Bank changes
its assessment of whether it will exercise a purchase,
extension or termination option or if there is a revised
in-substance fixed lease payment.

When the lease liability is remeasured in this way, a
corresponding adjustment is made to the carrying
amount of the right-of-use asset or is recorded in profit
or loss if the carrying amount of the right-of-use asset
has been reduced to zero.

The Bank presents right-of-use assets under other
assets (Note 4.16) and lease liabilities under other
liabilities (Note 4.23) in the Statement of Financial
Position.

The interest expenses on lease liability, depreciation
charges on right of use assets and short term lease
payment has been presented under interest expenses
(4.29) and depreciation and amortization (4.38)
respectively in the statement of profit or loss.

Short-Term Leases and Leases of Low- Value Assets
The Bank has elected not to recognize right-of-use
assets and lease liabilities for leases of low-value assets
and short-term leases. The Bank recognizes the lease
payments associated with these leases as an expense
on a straight-line basis over the lease term.

3.28 Foreign Currency Transactions,
Translation and Balances

All foreign currency transactions are translated into the
functional currency, which is Nepalese Rupees, using
the bank's mid-rate prevailing at the dates when the
transactions were affected.

Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated to
Nepalese Rupees using the spot foreign exchange rate
ruling at that date which is the bank's mid-rate and all
differences arising on non-trading activities are taken
to ‘Other Operating Income’ in the Statement of Profit
or Loss.

Non-monetary items in a foreign currency that are
measured in terms of historical cost are translated
using the exchange rates as at the dates of the initial
transactions. Non-monetary items in foreign currency
measured at fair value are translated using the exchange
rates at the date when the fair value was determined.




Foreign exchange differences arising on the settlement
or reporting of monetary items at rates different from
those which were initially recorded are dealt with in the
Statement of Profit or Loss. However, foreign currency
differences arising on FVTOCI equity instruments are
recognized in other comprehensive income..

3.29 Financial guarantee and loan
commitment

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

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

3.30 Share Capital and Reserves

The Bank classifies capital instruments as financial
liabilities or equity instruments in accordance with the
substance of the contractual terms of the instruments.
Equity is defined as residual interest in total assets of
the Bank after deducting all its liabilities.

Common shares are classified as equity of the Bank
and distributions thereon are presented in statement
of changes in equity. Dividends on ordinary shares and
preference shares classified as equity are recognized
in equity in the period in which they are declared.
Incremental costs directly attributable to the issue
of an equity instrument are deducted from the initial
measurement of the equity instruments considering
the tax benefits achieved thereon.

The holders of ordinary shares are entitled to one vote
per share at general meetings of the bank and are
entitled to receive the annual dividend payments. The
various reserve headings are explained hereinafter:

a) Retained Earnings

The bank has to appropriate different reserves from
retained earnings. Retained earnings comprises of
current Fiscal Year profit and any non-distributed profit
of preceding Fiscal Years. The opening adjustment in
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retained earnings is due to non-booked advance tax
amount regarding sale of investment on shares by Bank
in preceding Fiscal Year 2077-78.

b) General reserve

The Bank is required to appropriate a minimum 20% of
currentyear's net profit into this heading each year until
it becomes double of paid up capital and then after a
minimum 10% of profit each year. This reserve is not
available for distribution to shareholders in any form
and requires specific approval of the central bank for
any transfers from this heading.

¢) Exchange equalization reserve

The Bankis requiredto appropriate 25% of currentyear’'s
total revaluation gain (except gain from revaluation of
Indian Currency) into this heading.

d) Fair value reserve

This is a non-statutory reserve and is a requirement
in the application of accounting policy for financial
assets. NFRS 9 requires that cumulative net change in
the fair value of financial assets measured at FVTOCI is
recognized under fair value reserve heading until the
fair valued asset is de-recognized. Any realized fair
value changes upon disposal of the re-valued asset
is reclassified from this reserve heading to retained
earnings.

e) Revaluation reserve

This is a non-statutory reserve and is a requirement in
the application of accounting policy for non-financial
assets such as property, equipment, investment
property and intangible assets that are measured
following a re-valuation model.

f) Corporate social responsibility fund

The Bank is required to appropriate an amount
equivalent to 1% of net profit into this fund annually.
The fund is created towards funding the Bank's
corporate social responsibility expenditure during
the subsequent year. Balance in this fund is directly
reclassified to retained earnings in the subsequent year
to the extent of payments made under corporate social
responsibility activities.

g) Investment adjustment reserve
The Bank is required to maintain balance in this reserve
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heading which is calculated at fixed percentages of the
cost of equity investments that are not held for trading.
Changes in this reserve requirement are reclassified to
retained earnings.

h) Actuarial gain / loss reserve

This is a non-statutory reserve and is a requirement
in the application of accounting policy for employee
benefits. NAS 19 requires that actuarial gain or loss
resultant of the change in actuarial assumptions used
to value defined benefit obligations be presented under
this reserve heading. Any change in this reserve heading
is recognized through other comprehensive income
and is not an appropriation of net profit.

i) Regulatory reserve

This is a non-free statutory reserve and is a requirement
as prescribed in NRB directive. In the transition to NFRS
from previous GAAP the Bank is required to reclassify
all amounts that are resultant of re-measurement
adjustments and that are recognized in retained
earnings into this reserve heading. The amount
reclassified to this reserve includes:

e Re-measurement adjustments such as interest
income recognized against interest receivables i.e
Accrued Interest Receivable after considering effect
of bonus and income tax

. Differenceinloanloss provision as per NRB directive
and impairment on loan and advance as per NFRS,

« Amount equals to deferred tax assets,

o Actuarial loss recognized in other comprehensive
income,

« Amount of goodwill recognized under NFRS.

« Non-Banking assets after taking effect of bonus and
income tax

j) Debenture Redemption Reserve

The Bank is required to maintain a redemption reserve
in respect of borrowing raised through debenture
issuance. As per the terms of NRB approval relating to
the Bank's debenture issuance, the Bank is annually
required to transfer 20% of the debenture’s face value
to redemption reserve. However, such provision shall
not be applicable in the year of issue.

k) Employees training fund

The Bank is required to incur expenses towards
employee training and development for an amount
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that is equivalent to at least 3% of the preceding year's
salary and allowance. Any shortfall amount in meeting
this mandatory expense requirement in the current
year will have to be transferred to this reserve fund
through appropriation of net profit and the amount shall
accumulate in the fund available for related expenses
in the subsequent year. Balance in this fund is directly
reclassified to retained earnings in the subsequent year
to the extent of expenses made for employees training
related activities.

3.31 Earnings per Share including diluted
earning

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

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

Dividend on Ordinary Shares

Dividend on ordinary shares are recognized as a liability
and deducted from equity when they are approved by
the Bank's shareholders. Interim Dividend are deducted
from equity when they are declared and no longer at
the discretion of the Bank. Proposed dividend for the
year after reporting period and before the authorization
of financial statements has been disclosed in notes to
accounts as non-adjusting event.

3.32 Segment Reporting

An operating segment is a component that engages
in business activities from which it earns revenue and
incurs expense, including revenues and expenses
that relating to transaction with any of groups other
components, whose operating results are reviewed by
management. For management purposes, the Bank
has organized into operating segments based on
business. Also, interest income are identifiable product




wise separately. Management monitors the operating
results of its business units separately for the purpose
of making decisions about resource allocation and
performance assessment.

Segment performance is evaluated based on operating
profits or losses which, in certain respects, are
measured differently from operating profits or losses
in the consolidated financial statements. Income taxes
are managed on a group basis and are not allocated
to operating segments.

Interest income is reported net as management
primarily relies on net interest revenue as a
performance measure, not the gross income and
expense. Transfer prices between operating segments
are on an arm’s length basis in @ manner similar to
transactions with third parties.

No revenue from transactions with a single external
customer or counterparty amounted to 10% or more
of the bank's total revenue in the reporting period.
Segmentresults that are reported to the Bank's include
directly attributable to a segment as well as those that
can be allocated on a reasonable basis. Unallocated
items comprise head office expense, corporate assets,
tax assets and liabilities.

3.33 Capital Management

The primary objective of Capital Management is to
ensure maintenance of minimum regulatory capital
requirement. The Bank ensures that adequate capital
has been allocated to achieve strategic objectives and
within the Risk Appetite of the Bank.

Capital Adequacy

Capital Adequacy Ratio (CAR) is a measure of the Bank's
capital expressed as a percentage of risk-weighted
assets of credit, market and operational aspects of the
banking business. It is a measure of financial strength
of the Bank which indicates its ability to maintain
adequate capital to face with unforeseen scenarios.
Bank has maintained capital adequacy in excess of the
minimum threshold prescribed by Nepal Rastra Bank.
Bank calculates CAR based on New Capital Adequacy
Framework under Basel Il requirement in July 2015
issued by NRB. Also, bank monitors the CAR, while
stressing rigorously for worst possible scenarios.
ICAAP factors out all possible risks such as reputation
risk, strategic risk, compliance risk, concentration risk,
and interest rate risk on banking book.
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3.34 Risk Management

Bank needs to manage Credit, Operational, Market,
Liquidity and other risks inherent in bank. There are
risk management in process to identify, measure,
monitor, and control such risks. In order to manage
such risks. Board of the bank is primarily responsible
for setting out the risks policies, risk strategies, risk
appetite, risk tolerance, risk mitigation etc. Such
risks are communicated by the Board down the line
for effective and timely implementation adherence.
Board of the bank monitors and evaluates the risk
on a regular interval and instructs RMC and other
related departments, who is responsible for risk
management of the bank through CEO/CRO for
effective implementation.

In broad sense, Bank's functional structure for risk
related matters are presented below

Board of Directors

Board has critical role to play in overseeing overall
risks emanating in the bank business. Board approves,
modifies, and review overall policies related to risk
areas, advises the management to prepare suitable
process. Overall accountability for risk management
rests on Board and the level of risks organization
accepts. Major responsibilities of Board, but not
limited to include:

a) Define bank's overall risk tolerance in relation to
credit risk, market and liquidity risk.

b) Ensure bank's Credit and investment exposure
maintained at prudent levels.

C) Ensure related top management responsible for
risk management process.

d) Ensure there is effective, integrated operational
risk management framework

e) Ensure implementation of sound fundamental
policies that facilitate identification, measurement,
monitoring and control of potential risk.

Risk Management Committee

Risk Management Committee is the sub-committee of
the Board, which plays pivotal role in managing overall
risk management of bank. RMC shall work as a bridge
between Board and CRO/ Management and escalate

the important risks matters to Board
AML/ CFT committee
A separate committee is formed to ensure compliance

of Anti Money Laundering Act, rules and directive
No. 19 issued by Nepal Rastra Bank. Also, in order

Annual Report 2021/22 222




4™ anfiies gieigeT 2097 /198

to enable the strong AML culture in the bank and in
addition ensure to apply a uniform policy framework
throughout the branches in compliance with internal
as well as regulatory standards, committee is formed.
It devises appropriate risk management framework
to identify, assess and minimize the risk pertaining to
AML and CFT; and recommend its implementation to
management of bank.

Assetsand Liability Management Committee

Senior Management Committee is responsible for
supervision/management of market risk (mainly
interest rate and liquidity risk). It includes the role of
monitoring on the structure/ composition of bank's
assets and liabilities and decide about product pricing
for deposits and advances, deciding on maturity
profile, evaluation of market risk and so on.

Credit Risk Management Department

Credit Risk Management is an independent function of

the bank which has the objective to reduce the level of

NPL, and delinquent borrowers and to improve the risk

assets quality of the bank. It is a centralized function

which controls overall risk inherent in lending portfolio

and also make an assessment of risk profile in credit

files. It includes the assessment/review of purpose of

credit, credit assessment of borrower, structuring of

credit facilities, disbursement of loan, assessment of

waiver policies, and others.

a) To monitor bank's credit portfolio for risk
identification, quantification

b) Review risk of asset portfolio sector

c) Periodically review irregular accounts which are
NPA

d) Define bank's overall tolerance to risk.

e) lIdentify risk and analyze risk management tools.

Credit Risk Management

In order to manage creditrisk, the Bank has established
a sound credit appraisal system. The Bank has
credit Policies Guidelines and other product papers
approved by The Board of Directors which are strictly
followed during credit approval/disbursement. The
bank performs market/customer analysis to minimize
the credit risk.
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Operation Risk Management

A separate independent function has been
established for effective management of operational
risks of bank. The unit performs the job related to
identity, measurement, monitoring and reporting of
operational risks as a whole and ensure management
of operational risk It evaluates the adequacy of tools
and techniques to reduce the operational risk to
acceptable level.

The Bank has a strong internal control system so that
material fraud and errors can be easily traced. Further,
the Bank follows a scientific process for segregation
of duty so that internal check be maintained. The
Bank follows the operational manual approved by
Board of Directors. The Bank has an effective Internal
Audit Department which functions to carry out review
of internal control system of the bank and ensure
that the approved policies, procedures and manuals
are strictly followed. The report of the Internal Audit
Department is directly submitted to Audit committee.

Market Risk Management

For the management of Market/Liquidity risk, the
Bank has a very effective ALM Policy which defines
procedures and authority including setting up
various risk limits. Under the ALM policy, the Bank
has effective Assets Liabilities Committee (ALCO)
which meets periodically and reviews interest rates,
liquidity position, liquidity gap, FCY open position,
investment portfolio, maturity limit for investment and
takes necessary decision as well as circulates various
guidelines to concerned departments for effective
management of market risk.

Liquidity Risk Management

Bank recognize Market Risk as the possibility for loss
of earnings or economic value to the bank caused
due to adverse changes in the market level of interest
rates or prices of securities (equity), foreign exchange
rates and commodity price fluctuation, as well as
the volatilities, of those prices. While Liquidity risk is
chances of failure of a bank to meet obligations as they
become due. Effective liquidity risk management helps
ensure the Bank's ability to meet its obligations as they
fall due without adversely affecting the Bank's financial
condition and reduces the probability of developing of
an adverse situation.




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

To limit this risk, management has arranged for
diversified funding sources in addition to its core
deposit base and adopted a policy of managing
assets with liquidity in mind and monitoring future
cash flows and liquidity on a daily basis. The Bank has
developed internal control processes and contingency
plans for managing liquidity risk. This incorporates an
assessment of expected cash flows and the availability
of high grade collateral which could be used to secure
additional funding as required.

Reputational Risk Management

Reputational risk is the risk of possible damage to
the Bank's brand and reputation resulting in loss of
earnings or adverse impact on market capitalization
or could be perceived as by the stakeholders to be
inappropriate, unethical, or inconsistent with bank
values and beliefs.

The Bank's Corporate Governance Policy establishes
the framework for the governance and management
of reputational risk. The framework aims to protect the
Bank's reputation and restrict the ability to undertake
any activities that may cause material damage to the
Bank's branding.

The bank has clearly set the code of conduct / code
of ethics which defines acceptable and unacceptable
behaviors and explicitly disallow behavior that
could lead to any reputation risks or improper or
illegal activity, such as financial misreporting, money
laundering, fraud, anti-competitive practices, bribery
and corruption, or the violation of consumer rights
and make clear that employees are expected to
conduct themselves ethically in addition to complying
with laws, regulations and company policies.

2u™ e wieiEeT 20T /188

Internal Control

The Board is responsible for ensuring the Bank has
appropriate internal control framework in place
that supports the achievement of the strategies and
objectives. The various functions of the Bank should be
looked upon with a view to establish a proper control
mechanism is in place during expansion and growth
which enables it to maximize profitable business
opportunities, avoid or reduce risks which can cause
loss or reputational damage, ensure compliance with
applicable laws and regulations and enhance resilience
to external events.

The Board has set policies and procedures of risk
identification, risk evaluation, risk mitigation and
control/monitoring, in line with the NRB directives has
effectively implemented the same at the Bank. The
effectiveness of the Company's internal control system
is reviewed regularly by the Board, its Committees,
Management and Internal Audit department.

The Internal Audit monitors compliance with
policies/standards and the effectiveness of internal
control structures across the Bank through regular
audit, special audit, information system audit, Off
Site review, AML/CFT/KYC audit, ISO audit as well as
Risk based Internal Audit (RBIA) approach. The audits
observations are reported to the Chief Executive Officer
and Business Heads for initiating immediate corrective
measures. Internal Audit reports are periodically
forwarded to the Audit Committee for review and the
committee issues appropriate corrective action in
accordance with the issue involved to the respective
department, regional offices or branches.
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1. Paid-up capital
Paid-up share capital of the Bank has increased from year to year as follows:

a) Paid-Up Capital

4™ anfiies gieigeT 2097 /198

Machhapuchchhre Bank Limited

Year ended 16 July 2022

The structure of the share capital of the Bank is as follows:

Notes to Consolidated Financial Statements

Authorized capital of NPR 15,000,000,000 represented by 150,000,000 ordinary shares of NPR 100 each; and
Issued capital as of balance sheet date is NPR 10,257,155,581 represented by 102,571,556 ordinary shares of NPR 100

each.

Paid-up capital as of balance sheet date is NPR 10,257,155,581 represented by 102,571,556 ordinary shares of NPR 100

each.

The paid-up capital of the Bank as on the balance sheet date is NPR 10,257,155,581 represented by 102,571,556 Ordinary
Shares of NPR 100 each. Paid up share capital of the Bank has increased from year to year as follows:

Financial Year

Paid up Share Capital (NPR)

Remarks

2061/62 550,000,000 | Opening Share Capital

2062/63 715,000,000 | Issue of 30% right shares

2063/64 821,651,300 | 14.92% Bonus shares

2064/65 901,339,300 | NPR 79,688,000 calls in advance included

2065/66 1,479,269,600 | Issue of right shares 10:6 and 12.5% of bonus shares included
2066/67 1,627,196,560 | 10% Bonus shares included

2067/68 1,627,196,560

2068/69 2,478,794,560 | NPR 851,598,000 paid capital of Standard Finance Limited Merged
2069/70 2,478,794,560

2070/71 2,776,249,907 | 12% Bonus shares included

2071772 3,484,123,196 | NPR 174,833,289 calls in advance and NPR 533,040,000 proposed

bonus share included

NFRS related adjustment for Paid-up capital

Financial Year | As per GAAP Adjustment As per NFRS Remarks
2072/73 Issue of right shares NPR 555,250,093 and
(Transition NPR 801,890,000 proposed bonus share.
phase-Opening 4,666,430,000 (801,890,000) | 3,864,540,000 }Proposed borjus share on the. year of
adjustment) issuance not being part of share capital as per
NFRS has been reduced from share capital
Calls in advance of NPR 452,756,100 of 12%
2073/74 right shares and NPR 665,149,000
(Comparative 7,716,605,100 (665,149,000) | 7,051,456,100 | > Proposed bonus share on the year of
Year) issuance not being part of share capital as per

NFRS has been reduced from share capital.

2074/75 (First

Time Adoption) 8,055,693,000 -1 8,055,693,000
2075/76 8,055,693,000 -] 8,055,693,000
Bank has issued 5% bonus shares, 4,027,846
2076/77 8,458,477,650 -|  8,458,477,650 | no of shares of NPR 100 each pertaining to
FY 2075/76.
Bank has issued 7.03% bonus shares,
2077778 9,053,094,581 -1 9,053,094,581 | 5,946,169 no of shares of NPR 100 each
pertaining to FY 2076/77.
Bank has issued 13.30% bonus shares,
2078/79 10,257,155,581 10,257,155,581 | 12,040,610 no of shares of NPR 100 each

pertaining to FY 2077/78.

%%
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2. Reserve

a) General Reserve
Section 44 of Bank and Financial Institutions Act 2073 requires the Bank to allocate at least 20% of the net profits of every
year to General Reserve until it is twice the paid-up capital. The Bank has appropriated NPR 337,331,049 of the net profits
to General Reserve in the current year.

Amount in NPR

Particulars As at 16 July 2022 As at 15 July 2021
Opening General Reserve 2,028,066,095 1,706,571,460
20% of Profit to be transferred 337,331,049 321,494,635
Closing General Reserve 2,365,397,144 2,028,066,095

b) Exchange Equalization Reserve

Section 45 Bank and Financial Institutions Act 2073 requires, 25% of revaluation gain from foreign currency exchange rate
differences to be transferred to Exchange Equalization Reserve and revaluation loss is charged to profit and loss account.
25% of Revaluation profit of foreign currency accounts during the current period amounting NPR 12,711,190 have been

transferred to exchange fluctuation fund maintained by the Bank.

Amount in NPR

Particulars

As at 16 July 2022

As at 15 July 2021

Opening Exchange Equalization Reserve 40,068,908 30,441,716
25% of Revaluation gain 12,711,190 9,627,192
Closing Exchange Equalization Reserve 52,780,098 40,068,908

c) Fair Value Reserve

Net change in fair value of financial assets that are measured at fair value is recognized in other comprehensive income
until assets are derecognized. Closing Fair Value reserve is NPR (8,907,934).

Amount in NPR

Particulars As at 16 July 2022 As at 15 July 2021
Opening Fair Value Reserve 7,805,571 (7,081,202)
Transfer/ Adjustment in Reserve (16,713,505) 14,886,776
Closing Fair Value Reserve (8,907,934) 7,805,571

d) Assets Revaluation Reserve

Assets are recognized under cost model and they are presented under historical cost. So, no assets have been revalued

as on balance sheet date.

e) Skill Enhancement Fund

NRB Directive 6 requires BFIs to incur expenses towards employee training and development equivalent to at least 3% of
the preceding year's total staff expenses. Unspent amount of training fund carried forward from previous financial year is

Nil. Actual training expense of this year amounting to NPR 16,789,521.

Amount in NPR

Particulars

As at 16 July 2022

As at 15 July 2021

Opening Skill Enhancement Fund

Add : 3% of Last Year Staff Expense 34,429,593
Actual Staff Training Expense this year 16,789,521 7,295,777
Closing Skill Enhancement Fund 17,640,072 -
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f) Corporate Social Responsibility Fund
NRB Directive 6 requires BFIs to create Corporate Social Responsibility Fund and appropriate an amount equivalent to 1%
of net profit annually into this fund for covering expenditure related to CSR activities in the subsequent year. Accordingly,
the Bank had opening reserve of NPR 16,266,099 out of which NPR 11,394,222 has been spent this year for CSR activities.
This year, bank has also appropriated 1% of net profiti.e. NPR 16,866,552 and therefore total amount in this fund is NPR
21,738,429 and shown in other reserve in Statement of Changes in Equity.

Amount in NPR

Particulars As at 16 July 2022 As at 15 July 2021
Opening CSR Fund 16,266,099 12,651,507
Add : 1% of profit this year 16,866,552 16,074,732
Less: CSR expense this year 11,394,222 12,460,139
Closing CSR Fund 21,738,429 16,266,099
Details of CSR expense are as follows:
Province Category Amount in "NPR" %
Covid related contribution 146,980
Covid expense related to staff 36,271
] fan faera weg 2,486,561 5%
fafa gerar 150,346
QR Distribution 69,225
Total for Province 1 2,889,384
Covid related contribution 96,713
Covid expenses related to staff 23,571
o faem o 962,695
2 11%
e g @ 29,412
faferg H1gRar 165,541
Total for Madhesh Province 1,277,932
Covid related contribution 781,415
Covid expenses related to staff 285,609
e faem o 2,094,376
3 33%
e g @ 348,980
fafa wrerar 293,862
Total for Bagmati Province 3,804,242
Covid related contribution 198,982
Covid expenses related to staff 85,571
4 LRGSR AR 10000|
o oo™ o 584,200
fafra aeran 132,571
Total for Gandaki Province 1,011,325
Covid related contribution 75,050
Covid expenses related to staff 30,671
5 fam o™ @& 633983 | 8%
fafa grerar 147,551
Total for Lumbini Province 887,256
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Covid expenses related to staff 26,571
fan oo weg 569,283
6 6%
fefrg Frewan 138,221
Total for Karnali Province 734,076
Covid related Contribution 72,396
Covid expenses related to staff 23,571
7 fam o™ @& 549283 | 7%
fafra aerRan 144,756
Total for Sudur Paschim Province 790,007
Total 11,394,222 | 100%

g) Regulatory Reserve

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

Particulars As at 16 July 2022 As at 15 July 2021
Opening Regulatory reserve 643,662,389 427,917,864
Adjustment/ Restated - 132,844,698
Interest Suspense (Refer Note Below) 324,675,609 (33,146,144)
Investment Property Provision/(Non-Banking Assets) (Refer Note (44,558,642) 88,176,859
Below)
Actuarial loss (18,823,615) 38,080,762
Fair Value Reserve 12,725,620 (10,116,006)
Deferred tax assets 14,114,154 (95,643)
Closing Regulatory Reserve 931,795,514 643,662,389
Details of Movement in Regulatory Reserve
gt S povson | ota | o maran | Al | ogniedin | ower | Tou
74-75 275,772,186 24,870,824 159,698,543 10,761,980 471,103,533
75-76 (42,527,809) 53,586,919 | 21,424,000 11,459,433 8,109,899 52,052,441
76-77 (17,318,179) 31,759,059 | 13,810,822 18,110,759 (8,755,873) 37,606,588
77-78 (33,146,144) 88,176,859 (95,643) 38,080,762 (10,116,006) 82,899,827
78-79 324,675,609 (44,558,642) | 14,114,154 (18,823,615) 12,725,620 288,133,125
Total 507,455,663 153,835,019 | 49,253,332 208,525,882 12,725,620 931,795,514

h) Share Premium

Share premium includes the excess amount received against the face value of the issued shares in FY 2074/75. Excess of
NPR 30,881,765 were received against the 12 % right shares auction. The unsubscribed right shares were auctioned and
the amount in excess of fair value is shown under share premium.

i) Capital Redemption Reserve/ Debenture Redemption Reserve
As per NRB Directive 16 (10) (7), Capital Redemption reserve is to be created for the redemption of Debentures/
Redeemable Non-convertible preference shares.
However, the bank may not set aside amount out of profit for Capital Redemption Reserve for a particular year where it
has issued bonus share for the equivalent amount in case the remaining period for redemption is more than five years
except for meeting minimum paid up capital requirement. However, the bank shall still be required to replenish the
Capital Redemption Reserve for the said amount proportionately in the remaining years.
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3. Effect of Covid-19

NRB vide its various circulars introduced reliefs to the customers due to Covid-19. Bank has complied all circulars and
directives issued by Nepal Rastra Bank relating to COVID related reliefs. As per NRB circular no. 1/078/79 dated 26 July
2021 additional 0.3% loan loss provision shall be charged on those loans which were considered under pass category as
at 16 July 2022 which has highly affected the profit of the Bank.

NRB has introduced some reliefs to the customers affected by Covid-19 pandemic. Enhancement of working capital loan
by 20% and term loan by 10% to Covid affected borrowers and the expiry date of such loan has been extended for upto
1 year with 5% provisioning has been done. Extension of moratorium period of loan provided to industry or project under
construction. Time extension provided for repayment of principal and interest for upto two years and restructured/
rescheduled loan provided with 5% loan loss provision.

The details of such loans provided by the bank is as follows:

. As of Asadh end 2079
Particulars
No. of Customers Amount (NRs.)
Accrued Interest Received after Asadh end 2079 till 15 Bhadra 2079 - -
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio 34,744 362,700,927
Extension of moratorium period of loan provided to Industry or Nil Nl
Project under construction
Restructured/Rescheduled Loan with 5% Loan Loss Provision 320 523,754,369
Enhancement of Working Capital Loan by 20% to COVID affected 17 37771578
borrowers
Enhancement of Term Loan by 10% to COVID affected borrowers 30 12,101,255
Expiry Date of Additional 20% Working Capital Loan (COVID Loan) : :
. o Nil Nil
extended for upto 1 year with 5% provisioning
Expiry Date of Additional 10% Term Loan (COVID Loan) extended . .
. o Nil Nil
for upto 1 year with 5% provisioning
Time Extension provided for repayment of Principal and Interest for 5 3700226
upto two years as per clause 41 of NRB Directives 2 e

Refinance Loan/ Business Continuity Loan/ Subsidized Loan
Refinance loans means the loans provided at concessional interest rates by NRB to the commercial banks. As per NRB
Refinancing Procedure 2077, the term of refinancing will be one year at most.

NRB has implemented Business Continuity Credit flow Procedure 2077 to rehabilitate the areas affected by Covid-19.
NRB is facilitating the payment of wages of the workers and employees of the industries and businesses affected by the
Covid-19 pandemic and providing easy loans for the continuity of business operations. However, Bank has not provided
any loan under business continuity loan scheme.

Details of Refinance Loan

. During FY 2078-79
Particulars
No. of Customers Amount "NRs"
Refinance Loan 406 3,474,903,664
Business Continuity Loan 1 13,000,000

Details of Subsidized Loan

As of Ashadh 2079
No. of Customers Amount "NRs"
Subsidized Loan 2,316 3,653,647,235

Particulars
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4. Investment Securities

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

5. Loans & Advances to B/FIs and customers

Loans & Advances to B/FIs and Customers have been valued under amortized cost as allowed under NFRS 9. Separate
Effective Interest Rate (EIR) has not been computed since all the relevant transactions costs for computing EIR are ignored due
to immateriality of such relevant costs. Also, Institute of Chartered Accountants of Nepal (ICAN) have provided carve out on EIR
for the FY 2078/79 as well.

As per NFRS 9, an entity shall assess at the end of each reporting period if there is any objective evidence that financial asset
or group of financial assets measured at amortized cost is impaired. Bank has applied carve out issued by ICAN and has
computed impairment loss. However, as per the carve-out issued by ICAN as a mandatory treatment of impairment loss for the
transition period for banks and financial institution, impairment loss to be measured at higher of amount derived as per norms
prescribed by NRB for loan loss provision and as per carve out issued by ICAN. Details of such impairment are as mentioned
below :

Particulars Year ended 16 July 2022 | Year ended 15 July 2021 P/L Impact
Impairment (A) 2,056,784,313 849,020,652 | (1,207,763,661)
Provision as per NRB (B) 2,555,772,894 2,054,540,112 501,232,782

Impairment to be considered as Alternative

Treatment by ICAN (Higher of A or B) 2,555,772,894 2,054,540,112 501,232,782

Higher of impairment as per carve out issued by ICAN and as per the provision norms prescribed by NRB for loans and
advances has been considered in preparing financial statements.

6. Segmental reporting

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

For management purposes, the Bank has organized into operating segments based on business.

Management monitors the operating results of its business units separately for the purpose of making decisions about
resource allocation and performance assessment. Segment performance is evaluated based on operating profits or
losses which, in certain respects, are measured differently from operating profits or losses in the consolidated financial
statements. Income taxes are managed on a group basis and are not allocated to operating segments. Interest income is
reported net as management primarily relies on net interest revenue as a performance measure, not the gross income
and expense. Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions
with third parties.

No revenue from transactions with a single external customer or counterparty amounted to 10% or more of the bank's
total revenue in the reporting period. Segment results that are reported to the Bank's include directly attributable to a
segment as well as those that can be allocated on a reasonable basis. Unallocated items comprise corporate assets, tax
assets and liabilities.
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7. Segmental Information

Segmental Reporting has been presented for three key business segments of the Bank, identified on the basis of key
functional business activities that generate revenue for the Bank and incur expenses. These segments serve as the key
functional units for resource allocation, decision making and review of operating results/performance by the Management.
These are summarized as follows:

7.1 Information about reportable segments
Amount in NPR'000

SN Particulars Banking Treasury Tr;;:i?;;m Others Total
A Sjg’fo”rﬁ:ﬁsfmm external 15,163,313 | 1,425,076 309,067 35252 16,932,708
B | Intersegment revenues 600,581 (670,904) (5,001) 75,324 -
C | Gross revenue 15,763,893 754,172 304,066 110,577 16,932,708
D | Interest revenue 14,090,534 1,141,837 - - 15,232,371
E | Interest expenses 9,316,165 | 1,038,161 - - 10,354,327
F | Netinterest revenue 4,774,369 103,675 - - 4,878,044
G | Depreciation & amortization 261,488 68,870 1,001 45,074 376,433
H tsaefme”t profit (loss) before 5,086,901 | (283,989) 163,890 |  (2,540,111) 2,426,691
| | Entity's interest in the profit or
loss of associates accounted - - - - -
for using equity method
J | Other material non-cash items: - - - - -
K | Impairment of assets 501,233 23,876 - - 525,109
L | Segment assets 126,839,412 | 33,406,734 485,588 21,863,963 182,595,697
M | Segment liabilities 151,056,375 | 6,354,136 283,945 24,901,241 182,595,697

Revenue from external customers includes the total interest and non-interest revenue.

Intersegment Revenue includes revenues from transaction with other operating segments of Bank. Transactions
between segments are reported on pre-determined transfer price.
Segment Assets and liabilities include the assets and liabilities identifiable to particular segment.
The result reported include the items directly attributable to a segment as well as those that can be allocated on

reasonable basis.

Segment assets and liabilities have been netted off from total assets and liabilities regarding the items that can be

offset. (Contra items)

7.2 Reconciliation of reportable segment revenues, profit or loss, assets and liabilities

Revenue Amount in NPR"000"
Particulars Amount

Total revenue for reportable segments 16,822,131

Other revenues 110,577

Elimination of intersegment profits -

Entity's revenues 16,932,708
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Amount in NPR"000"

Particulars Amount
Total profit or loss for reportable segments 4,966,802
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: (2,540,111)
Profit or loss before income tax 2,426,691

Assets Amount in NPR"000"
Particulars Amount

Total assets for reportable segments 160,731,734

Other assets -

Unallocated amounts: 21,863,963

Entity's assets 182,595,697

Liabilities Amount in NPR"000"
Particulars Amount
Total liabilities for reportable segments 157,694,456
Other liabilities -
Unallocated amounts: 24,901,241
Entity's liabilities 182,595,697

7.3 Information about products and services

Products separately identifiable are Business, Consumer, Corporate, Infrastructure, Micro-finance, Treasury and others.

Revenue i.e. interest income from each category is as mentioned below:

Amount in NPR"000"

Particulars Amount
Business 4,946,705
Consumer 3,305,518
Corporate 1,142,107
Infrastructure 1,673,253
Micro-finance 677,344
Treasury/Other 3,487,444
Total 15,232,371

7.4 Information about geographical areas
Revenue from following geographical areas

Amount in NPR"000"

Particulars Amount
Domestic
Province 1 766,642
Province 2 595,374
Bagmati Province 14,224,230
Gandaki Province 872,552
Lumbini Province 291,393
Karnali Province 44,889
Sudurpaschim Province 137,628
Foreign -
Total 16,932,708
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7.5 Information about major customers
Revenue from a single customer does not exceed 10% or more of the bank's revenue.

8. Classification of Financial Asset and Liability
Amount in NPR"000"

X As at 16 July 2022 As at 15 July 2021
Particulars -
(AL Fair Value Carrying Value | Fair value
Value
Assets
Assets carried at Amortized Cost
Cash and cash equivalent 11,494,024 11,494,024 8,679,175 8,679,175
Due from Nepal Rastra Bank 6,047,354 6,047,354 8,908,183 8,908,183
Placement with Bank and Financial Institu- - - 477,085 81,136
tions
Loans and advances to BFls 2,607,543 2,607,543 3,714,541 3,714,541
Loan and advances to customers 128,573,151 128,573,151 113,572,010 | 113,572,010
Investment securities at amortized cost 23,928,933 23,928,933 19,425,994 | 19,425,994
Assets carried at Cost
Investment in subsidiaries 200,000 200,000 200,000 200,000
Fair Value through Profit and Loss (FVTPL)
Derivative financial instruments. - - 21,849 21,849
Fair Value through Other Comprehen-
sive Income (FVTOCI)
Investment securities at OCI 198,470 198,470 177,817 177,817
Liabilities
Liabilities carried at Amortized Cost
Due to Bank and Financial Institutions 5,072,836 5,072,836 2,863,541 2,863,541
Due to Nepal Rastra Bank 3,612,516 3,612,516 4,159,288 4,159,288
Deposits from customers 145,026,050 145,026,050 131,617,965 | 131,617,965
Debt securities issued 5,492,759 5,492,759 3,147,644 3,147,644
Borrowings 1,286,244 1,286,244 1,202,307 1,202,307

9. Interest Income

Capitalization of the Interest on national priority projects was made with due approval from Nepal Rastra Bank amounting
to NPR 28,471,352 is capitalized during FY 2078/79.

10. Staff Bonus

Proposed bonus for staff have been provided for 10% of net profit before such bonus.

11. Interim Financial Statements

Interim Financial Statements are prepared and published on quarterly basis in accordance with NRB Directives in
compliance with statutory and legal requirement within the time frame as prescribed.
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12. Gratuity and Accumulated Leave Provision

Gratuity
As per the actuarial valuation, gratuity liability of the bank is NPR 592,461,137 Out of which NPR 523,512,045 has been

funded as at 31 Ashad 2079 and net amount is shown as liability of bank. However, the bank has funded remaining
amount of NPR 68,949,092 in Citizen Investment Trust (CIT).

Bank has expensed NPR 87,772,707 for gratuity expense in statement of profit & loss. However, funding arrangement
to CIT has been made on the basis of gratuity liability computed as per relevant provisions of Act. Deficit obtained after

deducting the fair value of plan assets from Net Benefit Obligations has been shown as Net liability of bank.

Details of actuarial valuation of gratuity are as follows:

Amount in NPR

Particulars As at 16 July 2022 As at 15 July 2021
Defined Benefit Obligations 592,461,137 508,477,659
Fair Value of Plan assets 523,512,045 412,362,097
Net Liability 68,949,092 96,115,562
Expense booked as in PL 87,772,707 58,034,800
Actuarial Gain/ (Loss) booked in OCI 18,823,615 (38,080,762)
Current/Non-Current Bifurcation
Amount in NPR
Particulars As at 16 July 2022 As at 15 July 2021
Current Liability - -
Non-Current Liability 68,949,092 96,115,562
Total 68,949,092 96,115,562
Leave

The Bank has recognized an additional provision of NPR 45,881,460 for accumulated leave liability in the current year.
Being non-funded arrangement, total amount is booked as liability for bank. Moreover, leave encashment paid in excess
of accumulated leave exceeding 90 days each of sick and annual leave is also charged in profit and loss account.

Amount in NPR

Particulars As at 16 July 2022 As at 15 July 2021
Defined Benefit Obligations 238,664,736 203,725,678
Fair Value of Planned Assets - -
Net Liability 238,664,736 203,725,678

Particulars

As at 16 July 2022

As at 15 July 2021

Amount recognised in statement of profit or loss

Current service cost 34,522,798 29,925,372
Interest cost 17,842,905 15,062,623
Actuarial (Gain)/ Loss on Leave (6,484,243) (5,530,801)
45,881,460 39,457,194
Change in Present Value Obligations:
PV of Obligation at beginning of the year 203,725,722 170,456,436
Current Service Cost 34,522,798 29,925,372
Interest cost 17,842,905 15,062,623
Actuarial (Gain)/ Loss (6,484,243) (5,530,801)
Benefit paid (10,942,446) (6,187,908)
Liability at the end of the year 238,664,736 203,725,722

Annual Report 2021/22 233




4™ enfiie gieigeT 2097 /19

13. Deferred Tax Asset/Liability

Tax effect of all the NFRS adjustment are created and reflected under deferred tax income or expenses. All the adjustments
relating to current year are taxed in current period and all the prior year NFRS adjustments have been deferred.
Amount in NPR"000"

prehensive income

Particulars Book Base Tax Base Difference

Deferred tax on temporary differences on following items

Loan and Advance to B/FIs 2,607,543 2,607,543 -
Loans and advances to customers 128,573,151 128,573,151 -
Property & equipment 1,410,618 1,278,947 (131,671)
Employees' defined benefit plan 238,665 - 238,665
Provisions for investment 12,726 - 12,726
Lease expenses as per NFRS 305,266 204,805 100,460
Bond Issue Expenses Amortization (57,730) (57,730)
Debenture issue cost - 1,728 1,728
Total temporary differences 164,178
Deferred tax asset/(liabilities) as on 32 Ashad 2079 49,253
Deferred tax asset/(liabilities) as on 31 Ashad 2078 35,139
Origination/(Reversal) during the year 14,114
Deferred tax expense/(income) recognized in profit or loss 6,951
Deferred tax expense/(income) recognized in other com- (7,163)

Detail of deferred tax through Profit or Loss and Other Comprehensive Income

Amount in NPR"000"

Opening Recognized in R T Closing
Afoazdbe balance profit or loss hothe.r compre- balance
ensive income

Gratuity - - - -
Leave encashment 61,118 10,482 - 71,599
Operating lease liability under NFRS - 30,138 - 30,138
Actuarial loss - - - -
Financial assets held at FVTOCI (3,345) - 7,163 3,818
Bond Issue Expenes Amortization - (17,319) - (17,319)
Debenture Issue Expenses 256 262 - 518
Total of deferred tax assets 58,029 23,563 7,163 88,755
Property, plant and equipment (36,803) (2,699) - (39,501)
Total of deferred tax liability (36,803) (2,699) - (39,501)
Net deferred tax liability 21,226 20,864 7,163 49,253

14. Subsidized interest income and amortization expense of prepaid staff loan

An endowment life insurance policy is purchased by Bank for insured sum equivalent to the principal of housing loan.
The policy is purchased for a period of 21 years or remaining service period of the employee, whichever is earlier. The
employees pay insurance premium in respect of policy on monthly basis. Upon maturity of the endowment policy, the
proceeds/bonus are accounted towards settlement of interest and principal loan amount in a single installment. The
Bank has amortized prepaid employee expense of NPR 66,294,839. Bank has considered average cost of deposit for FY
2078/79 i.e. 6.45% as market rate for calculating fair value of staff loans. Difference of fair value of staff loan and book

value has been shown in other assets as deferred employee expenditure.
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15. Weighted Average Interest Rate Spread

The weighted average interest rate spread between Loan and Investment and Deposit & Borrowing Liabilities are shown

as below.
Particulars Annual Average %
Average Interest Rate of Loan and Investment 10.43
Average Interest Rate of Deposit and Borrowing 6.67
Average Interest Rate Spread 3.86

16. Loans and Advances extended to Promoters
The Bank has not extended any loans to promoters during the year.
17. Related Party

17.1 Nepal Electronic Payment System (NEPS)
Bank has transactions relating to ATM and POS management along with monitoring, settlement and reconciliation.

Related Party Nature of Relationship Naturetci)(f)rt‘ransac- Current Year
Nepal Electronic Payment System (NEPS) Common Directors Investment in Shares | 15,000,000

Bank has transactions relating to ATM and POS management along with monitoring, settlement and reconciliation.

17.2 Key Management Personnel

The related parties of the Bank which meets the definition of related parties as defined in NAS 24 Related Party Disclosures
are as follows:

Key Management Personnel (KMP) are those persons having authority and responsibility of planning, directing and
controlling the activities of the entity, directly or indirectly including any director. The key management of the Bank includes
members of its Board of Directors, Chief Executive Officer, and other higher level employee of the Bank. The name of the

key management personnel who were holding various positions in the office during the year were as follows:

Name of the related party Nature
Machhapuchchhre Capital Limited Subsidiary Company
Dr. Upendra Mahato BOD Chairman
Mr. Roshan K.C Director
Mr. Bishwo Prakash Gautam Director
Mr. Haribhakta Sigdel Director
Mr. Mukunda Mahat Director
Mr. Jaya Mukunda Khanal Director
Ms. Bandana Karki Director
Mr. Santosh Koirala CEO
Mr. Sarju Kumar Thapa DCEO
Mr. Bishwambhar Neupane DCEO
Mr. Prasiddha Raj Aryal DGM-Business

Note: Dr Birendra Prasad Mahato has resigned from the post of BOD Chairman from 12 Mangsir 2079 and BOD has
appointed Dr Upendra Mahato as BOD Chairman.
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17.3 Compensation to Key Management Personnel

The members of Board of Directors are entitled for meeting allowances. Salary and allowances are provided to Chief
Executive Officer and other member of Key Management Personnel (KMP). Salary and Allowances paid to the Chief
Executive Officer is based on the contract entered by the Bank with him whereas compensation paid to other member
of KMP are governed by Employee Service Byelaw and decisions made by management from time to time in this regard.
In addition to salaries and allowances, non- cash benefits like vehicle facility, subsidized rate employees loan, termination
benefits are also provided to KMP. The details relating to compensation paid and expenses incurred to key management
personnel (directors only) were as follows:

Particulars Amount In “NPR”
Meeting Fees 3,012,900
Other Board Expenses 1,688,934
Total 4,701,834

The details relating to compensation paid to key management personnel other than directors were as follows:

Particulars Amount In “NPR"
Short term employee benefits 43,698,237
Post- employment benefits 7,609,215
Other long term benefits 1,217,334
Termination benefits(Retirement Compensation) -
Total 52,524,786

Post- employment benefits includes Provident Fund and Gratuity. Provident Fund is deposited in an independent
institution and Gratuity is provided for as per actuarial valuation against which investment is made in an independent
planned asset.

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

KMP also get accidental and medical insurance, vehicle, fuel, lunch and mobile facilities as per Employee Service
Byelaws of the Bank.

Termination benefits are employee benefits provided in exchange for the termination of an employee’'s employment
as aresult of either an entity's decision to terminate an employee's employment before the normal retirement date
or an employee’s decision to accept an offer of benefits in exchange for the termination of employment.

Key management personnel are also eligible for the following benefits:
Benefits as per Employee Service Bylaws of the Bank.
Bonus out of profit as per Bonus Act.
Housing loans and advances as per Housing Loan Scheme of the Bank.
Vehicle facility.

Post-employment benefits includes the retirement payments (gratuity and leave payment) to be made at the time of
retirement from service. However, since actuarial basis of accounting has been used and the amount to be benefitted
for each employee is not separately identifiable, they have not been disclosed in the amount mentioned above. Actual
retirement payment that has been made in this year has been disclosed above.

Total no. of Key Management Personnel as on Ashad End 2079 (including CEO): 4
17.4 Machhapuchchhre Capital Limited-Subsidiary of Machhapuchchhre Bank Limited.

The Bank has invested NPR 200 million in Machhapuchchhre Capital Ltd, subsidiary company of the Bank. Transaction
details with Machhapuchchhre Capital Limited is as follows:
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Amount in NPR

Particulars Amount
Balance as at 32 Ashadh 2079
Fixed Deposit from Subsidiary 107,500,000
Call & Current Deposit from subsidiary 3,571,477
Transactions during the year
Interest paid to Subsidiary 6,572,656
DP Service received from subsidiary 66,588

17.5 Key Management Personnel of Machhapuchchhre Capital Limited.

Key Management Personnel (KMP) are those persons having authority and responsibility of planning, directing and
controlling the activities of the entity, directly or indirectly including any director. The key management of the entity
includes members of its Board of Directors, Chief Executive Officer, and other higher level employee of the entity. The
name of the key management personnel who were holding various positions in the office during the year were as follows:

Name of the Key Management Personnel Designation
Mr. Bishwambhar Neupane Chairman
Mr. Tika Bhattarai Director
Mr. Dip Prakash Panday Director
Mr. Jiban Kumar Uprety Director

18. Lease

Bank has been making lease payments for operating different branches and therefore as provisioned under “NFRS 16 -
Leases” Right of Use(ROU) is presented under Other assets and Lease liability shown under other liabilities in Statement
of Financial Position. Similarly, finance expense is shown under interest expense and Depreciation on ROU is shown
under Depreciation and Amortization heading in Statement of Profit & Loss.

19. Merger and Acquisition of Subsidiary Company

Machhapuchchhre Capital Limited (Subsidiary of Machhapuchchhre Bank) merged with Kriti Capital and Investment
Limited and started joint operation with effect from 2 Magh 2077 as Machhapuchchhre Capital Limited.

The company has adopted conventional way of merger and acquisition and followed the same approach as recognized
by Nepal Rastra Bank. The company has followed the procedures for the business combinations as per NRB Merger
and Acquisition Bylaws 2073, company being the subsidiary company of the bank. Accordingly, the resulting difference
amount is transferred to share premium as per the provisions of the bylaw. The company has also measured identifiable
assets acquired and liabilities assumed on cost basis and purchase consideration transferred at face value.

20. Events after reporting date

Events after the balance sheet date are those events, favorable and unfavorable, that occur between the balance sheet date
and the date when the financial statements are authorized for issue. Appropriate adjustments in the financial statements
and disclosures in notes to accounts have been made for all material and significant events that have occurred between
the balance sheet date and date when the financial statements have been authorized for issue.

Where necessary all material events after reporting date have been considered and appropriate adjustments or
disclosures have been made in the Financial Statements as per NAS 10. There are no material events that have occurred
subsequent to 32 Ashad 2079 till the signing of this financial statement on 1 Poush 2079.
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21. Proposed Dividend

The Board of Directors has not proposed any dividend in this FY 2078-79.

22. Non-Banking Assets

Non-Banking Assets are the assets obtained as security for loans & advances and subsequently taken over by the Bank
in the course of loan recovery. Such assets are booked at fair market value or total amount due from the borrower,

whichever is lower.

Borrower or Party's Name

Date of assume the Non-Banking Assets

Amount in NPR

Cosmic Automobile 3-Sep-12 24,210,000
Kantipur Surgical Pvt. Ltd. 1-Jul-19 12,586,918
Saroj Pariyar 23-Dec-19 953,989
Doma Lama Tamang 6-Jan-20 1,227,548
DS Nepal 16-Mar-20 17,718,065
Mohan Prasad Sitaula 11-Jan-21 4,700,000
Shubha Sahayatri Pvt.Ltd 11-Jan-21 40,634,000
Mohan Bibidh Centre 23-Feb-21 7,500,000
Sharmila Alaichi Ta.Jadibuti Supp. 30-Mar-21 5,000,000
Liladhar Fresh House 13-Jun-21 867,449
Aadharsila Krishi Farm 1-Jul-21 1,404,629
Lalit Budha 3-Aug-21 1,075,162
Lalit Kirana Pasal 3-Aug-21 655,774
Matarani Trading Pvt.Ltd 13-Sep-21 72,941,412
Manakamana Silai Udhyag 28-0Oct-21 6,000,000
Dikshya Trading Pvt.Ltd 14-Jan-22 18,270,000
Ram Prasad Bhattarai 17-Jun-22 6,178,942
Binita Construction 17-Jun-22 11,871,058
Kalika Computer & Suppliers 14-Jul-22 4,658,176
Shishir Poudel 15-Jul-22 5,729,446
Total 244,182,570

23. Contingent Liabilities

Contingent liabilities related details has been presented under Schedule 4.28.

24. Premium Refund

As per direction of Nepal Rastra Bank, Bank has made provision of NPR 11.70 crore for refund of the premium in this FY

2078/79 .

25. Earnings per Share

Earnings per Share is calculated using the earnings attributable to equity shareholders for the period divided by the
number of weighted average number of shares as required under NAS 33 Earnings per share.
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Particulars Units Year ended Year ended
16 July 2022 15 July 2021
Profit attributable to equity shareholders NPR | 1,686,655,245 1,607,473,174
Weighted average of number of equity shares used in computing Nos. 102,571,556 102,571,556
basic earnings per share
Earnings Per Share (EPS) NPR 16.44 15.67
Diluted Earnings Per Share(DPS) NPR 16.44 15.67

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

During the year, the company has issued bonus shares from which no additional resource is obtained. Such bonus issued
is merely capitalization of retained earnings. Pursuant to the requirement of NAS 33, the company has retrospectively
adjusted and restated the BEPS and DEPS for previous year.

26. Unpaid Dividend

As on balance sheet date, total dividend payable amounts to NPR 78,306,317 (PY NPR 97,832,934). Details have been

presented as under: Amount in NPR

Dividend Payable of FY As at 16 July 2022 As at 15 July 2021
2077/78 2.64 -
2076/77 14,917,525 17,755,394
2075/76 28,946,982 35,039,780
2074/75 23,252,603 30,085,422
2073/74 11,189,204 14,952,338
Total 78,306,317 97,832,934

27. Non-performing assets

The Banks' non-performing assets ratio stood at 1.04% (Previous year 0.62%) as at balance sheet date. The total non-

performing assets as at balance sheet date is NPR 1,353,050,936 (Previous year NPR 720,376,359) and loan loss provision

related to non-performing assets calculated as per NRB directives is NPR 786,136,639 (Previous year 395,938,729).
Amount in NPR

Particulars This Year Previous Year | Change Amount %
Performing Loan 128,206,896 115,654,763 12,552,133 11%
Pass 125,064,168 111,479,586 13,584,582 12%
Watch list 3,142,728 4,175,176 (1,032,449) -25%
Non-Performing Loans (NPL) 1,353,051 718,662 634,389 88%
Restructured/rescheduled 69,699 - 69,699 100%
Substandard 414,287 361,849 52,438 14%
Doubtful 388,220 101,458 286,763 283%
Loss 480,846 255,356 225,490 88%
Gross Loans & Advances 129,559,947 116,373,425 13,186,522 11%

NPL ratios:

Gross NPL to Gross Loans & Advances : 1.04%

Net NPL to Net Loans & advances: 0.45%
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28. Capital Structure and Capital Adequacy

Nepal Rastra Bank has issued guidelines for implementation of New Capital Adequacy Framework under Basel Il
requirement in July 2015. NRB directed all Banks to adopt this framework and according to which Banks are to maintain
Capital for Credit Risk, Operational Risk and Market Risk. Accordingly, the following disclosure is made:

28.1 Qualitative Disclosures

The Bank has developed its own internal policy, procedures and structures to manage credit, market and liquidity risk in
adverse situation and to make contingency plan accordingly. For the purpose, the Bank has developed Internal Capital
Adequacy Assessment Process (ICAAP) which acts as a guiding document for reporting the ongoing assessment of the
Bank's risks, how the Bank intends to mitigate those risks and how much current and future capital is necessary having
considered other mitigating factors.

28.2 Quantitative Disclosures
Capital Structure and Capital Adequacy

Tier 1 capital and a breakdown of its components Amount in NPR"000"
Core Capital (Tier 1) As at 16 July 2022
Paid up Equity Share Capital 10,257,156
Equity Share Premium 30,882
Proposed Bonus Equity Share
Statutory General Reserve 2,365,397
Retained Earnings 597,245

Un-audited current year cumulative profit/ loss

Capital Redemption Reserve 428,571

Capital Adjustment Reserve

Dividend Equalization Reserve

Other Free Reserve

Less : Goodwill
Less: Intangible Assets 127,062
Less: Fictitious Assets

Less: Deferred Tax Assets

Less : Investment in equity in licensed Financial Institutions

Less : Investment in equity of institutions with Financial interests 200,000

Less : Investment in equity of institutions in excess of limits

Less : Investments arising out of underwriting commitments

Less : Reciprocal crossholdings

Less: Purchase of Land& Building in excess of limit and unutilized 45,766

Less: Cash Flow Hedge
Less: Defined Benefit Pension Assets

Less: Unrecognized Defined Benefit Pension Liabilities

Less : Other Deductions

Adjustments under Pillar Il

Less: Shortfall in Provision

Less: Loans & Facilities extended to related parties and restricted lending
Additional Tier 1 (AT 1)
Perpetual Non-Cumulative Preference Share Capital

Perpetual Debt Instruments

Stock Premium
Total Core Capital 13,306,423
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Amount in NPR"000"

Supplementary Capital (Tier 2) As at 16 July 2022
Cumulative and/or Redeemable Preference Shares
Subordinated Term Debt 5,492,759
Hybrid Capital Instruments
Stock Premium
General Loan Loss Provision 1,769,636
Exchange Equalization Reserve 52,780
Investment Adjustment Reserve
Assets Revaluation Reserve
Other Reserves
Total Supplementary Capital 7,315,175

c) Detailed information about the Subordinated Term Debts with information on the outstanding amount,
maturity, and amount rose during the year and amount eligible to be reckoned as capital funds

Amount in NPR"000"

Amount
Particulars O/s amount | Issue Date Maturity Date | Interest Rate* eligible for
capital fund
0
10.25% Machhapuchchhre | 3 545 0909 | 13.05.2076 12-05-2086 10.25% 3,000,000
Debenture, 2085
0,
8.5% Machhapuchchhre 2253496 | 24-042078 | 23-04-2088 8.5% 2,253,496
Debenture 2087
*Interest is payable half yearly basis
(d) Deduction from capital “Amount in NPR"000"
Particulars As at 16 July 2022
Intangible Assets 127,062
Investment in equity of institutions with Financial interests 200,000
Purchase of Land& Building in excess of limit and unutilized 45,766
Total 372,828

Investment in equity of institutions with Financial Interests includes investmentin subsidiary of the bank Machhapuchchhre

Capital Limited amounting NPR 20 Cr.

e) Total qualifying capital

Amount in NPR"000"

Particulars As at 16 July 2022
Core Capital 13,306,423
Supplementary Capital 7,315,175
Total Qualifying Capital (Total Capital Fund) 20,621,598

f) Capital Adequacy Ratio of the bank is 13.36%

g) Summary of the bank's internal approach to assess the adequacy of its capital to support current and

future activities

The Bank assesses capital at different stages and variants. The Long term assessment is done through a 5 year's Strategic
Plan. The Bank devises 5 year strategic plan in every five years. The strategic plan clearly states the Bank's requirement

of its capital for five years to achieve the envisioned Business Targets and the sources of capital to fulfill the requirement
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is also clearly forecasted. The annual assessment of the Bank's capital is done through the Annual Business Plan which
is formulated each year prior to the beginning of new Fiscal Year. The annual requirement of capital is clearly projected
and the sources to fulfill the said requirement is also clarified along with the action plan of responsible department and
personnel.

The major capital assessment is carried out at each quarter. The Bank shall prepare Stress test report and Internal
Capital Adequacy Assessment Report (ICAAP) as per the Stress Testing Policy and ICAAP Policy which is revised each year.
The Bank identifies the major components responsible to drive the published Capital Adequacy Ratio (CAR) and also
ensures whether the said components are subject to greater change. The Bank also highlights the measures to nullify
the components impacting the CAR and the measures that can contribute to boost the CAR. Further, The Bank carries
out stress analysis at different scenarios and present the impact on Capital. The major scenarios are highlighted and
likelihood of their occurrence is presented. In the case any scenarios are likely to occur, the Bank shall manage to equip
with preventive measures as well. These capital monitoring reports are tabled and discussed in Assets Liability Committee
(ALCO) meeting. Further, these reports are presented to the Risk Management Committee and the Board for review and
discussions.

Further, the short term capital assessment is carried out on daily basis through daily MIS reporting. The daily change
in CAR and the Business space available/lost due to change in CAR is reported to Top management for review and for
decision making,.

The Bank at overall level has robust and prompt countering mechanism for assessment of its capital. The Bank has
developed mechanism of providing early warning signals in case there is likeliness of capital deterioration.

h) Summary of the terms, conditions and main features of all capital instruments, especially in case of
subordinated term debts including hybrid capital instruments.

Ordinary share capital: The Bank has only one class of equity shares having a par value of NPR 100 per share. Each
holder of equity shares is entitled to one vote per share. In the event of liquidation of the Bank, holder of equity shares
will be entitled to receive remaining assets of the Bank after distribution of preferential amount. The distribution will be in
proportion to the number of equity shares held by the shareholders.

Debentures: The bank has issued two debentures. These debentures do not carry any voting rights. These debentures
are subordinate to the depositors of the bank.

Details regarding “10.25% Machhapuchchhre Debenture 2085":

Particulars Details
Name 10.25% Machhapuchchhre Debenture, 2085
Amount of issue NPR 3,000,000,000
Interest Rate 10.25% per annum payable semi annually
Numbers of Debentures 3,000,000
Face Value NPR 1,000
Maturity Period 10 Years
Listing Listed with Nepal Stock Exchange

23R wwwmachbank.com
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Particulars

Details

Name

8.5% Machhapuchchhre Debenture, 2087

Amount of issue

NPR 2,253,496,000

Interest Rate

8.5% per annum payable semi annually

Numbers of Debentures

2,253,496

Face Value

NPR 1,000

Maturity Period

10 Years

Listing

Listed with Nepal Stock Exchange

i) Risk Weighted Exposure

Risk Weighted Exposure for Credit Risk, Market Risk and Operational Risk is as mentioned below

“Amount in NPR"000"

Particulars

As at 16 July 2022

Risk Weighted Exposures

Risk Weighted Exposure for Credit Risk 142,425,919
Risk Weighted Exposure for Operational Risk 7,227,159
Risk Weighted Exposure for Market Risk 573,486
Total Risk Weighted Exposures (Before adjustments of Pillar II) 150,226,564
Add RWE equivalent to reciprocal of capital charge of 2 % of gross income. 1,077,392
Add: 2% of RWE added by supervisory Review 3,004,531
Total Risk Weighted Exposures 154,308,487

j) Risk weighted Exposures under each 11 categories of Credit Risk

“Amount in NPR"000"

Particulars

As at 16 July 2022

Claims on government and central Bank

Claims on other official entities

Claims on Banks 2,417,199
Claims on corporate and securities firm 53,117,251
Claims on regulatory retail portfolio 42,677,602
Claim secured by residential properties 4,522,614
Claims secured by commercial real state 195,141
Past due Claims 1,287,075
High risk claims 17,912,725
Other Assets 4,745,102
Off Balance sheet Items 14,384,005
Total 141,258,713
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(ii) Calculation of Market Risk Exposure

Amount in NPR

S.No. Currency Open Position (FCY) | Exchange Rate Open Position (NPR) ReI:‘\Jlsai::\itogpen
1 INR 758,830,172 1.60 1,214,697,398 1,214,697,398

2 usD 133,947 127.8 1,7118,443 1,7118,443

3 GBP 3,165 151.62 479,941 479,941

4 EUR 1,890 129.06 243,894 243,894

5 THB 6,000 3.48 20,880 20,880

6 CHF 1,110 130.99 145,399 145,399

7 AUD 3,538 87.53 309,656 309,656

8 CAD 975 98.12 95,667 95,667

9 SGD 1,528 91.30 139,506 139,506

10 JPY 1,265,237 9.27 11,728,750 11,728,750

1 HKD 6,710 16.36 109,776 109,776
12 DKK 30,600 17.34 530,604 530,604
13 SEK 13,050 12.14 158,427 158,427
14 SAR 60,343 33.94 2,048,041 2,048,041
15 QAR 8,060 34.45 277,667 277,667
16 AED 131,442 34.65 4,554,467 4,554,467
17 MYR 21,015 28.67 602,500 602,500
18 KRW 1,000 9.58 9,580 9,580
19 CNY (449,419) 18.89 (8,489,525) 8,489,525
20 KWD 86 412.62 35,485 35,485
21 BHD - - - -
(a) Total Open Position 1,244,816,556 1,261,795,606
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 63,089,780
(d) Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
(e) Equivalent Risk Weight Exposure (=cxd) 573,486,103

(iii) Calculation of Operational Risk Exposure

Amount in NPR"000"

. Fiscal Year
S.N. Particulars

2018/19 2019/20 2020/21
1 Net Interest Income 3,549,756 3,861,899 4,351,493
2 Commission and Discount Income 790,519 947,590 1,142,902
3 Other Operating Income 28,139 70,129 196,388
4 Exchange Fluctuation Income 303,332 282,164 258,088
5 | Addition/Deduction in Interest Suspense during the period 16,587 124,976 -22,622
6 Gross income (a) 4,688,333 5,286,759 5,926,248
7 | Alfa(b) 15% 15% 15%
8 Fixed Percentage of Gross Income [c=(axb)] 703,250 793,104 888,937
9 | Capital Requirement for operational risk (d) (average of ¢) 795,067
10 | Risk Weight (reciprocal of capital requirement of 11%) in times (e) 9.09
11 | Equivalent Risk Weight Exposure [f=(dxe)] 7,227,159

¢3¢  wwwmachbank.com
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SRP 6.4a (8) Adjustments under Pillar Il (If Gross Income for the last three years is negative)

1 Total Credit and Investment (net of Specific Provision) of related month -
2 Capital Requirement for Operational Risk (5% of net credit and investment) -
3 Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
4 Equivalent Risk Weight Exposure (g) -
5 Equivalent Risk Weight Exposure [h=f+g] 7,227,159

1) Non-Performing Loan
Amount in NPR"000"

Particulars Gross Provision Net of Provision
Restructured/Rescheduled 69,699 8,712 60,986
Substandard 414,287 102,469 311,818
Doubtful 388,220 194,110 194,110
Loss 480,846 480,846 -
Total 1,353,051 786,137 566,914

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

29. Risk Management
Overall Risk Management Process of Bank has been disclosed in Significant Accounting Policies.

Annual Report 2021/22 23R
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M. Khanal & Co., chartered Accountants

Kathmandu, Nepal Tel:- 5542160
PANNAT Mo 5000241738 Email:- charteredmahesh. mk@gmail.com

Independent Auditor’'s Report
To The Shareholders of
Machhapuchchhre Capital Limited

Opinion

We have audited the accompanying financial statements of Machhapuchchhre Capital Limited., which
comprise the statement of financial position as at Ashad 32, 2079, statement of the profit or loss,
statement of changes in equity and statement of cash flow for the year then ended, and a summary of
significant accounting policies and notes to the financial statements.

In our opinion, except for the effects of the matters described on the Basis for Qualified opinion section
here in below, accompanying financial statements give a true and fair view of the financial position of the
company as at Ashad 32, 2079, its financial performance and its cash flow for the year then ended in
accordance with Nepal Financial Reporting Standards [NFRS).

Basis for Qualified Opinion

During the previous financial year 2077/78, the company had acquired then M/S. Kriti Capital and
Investments Limited and the purchase consideration was provided in the form of equity shares of the
company as per due diligence audit carried out for the purpese of acquisition and merger. The resulting
difference amount on share swap was transferred to share premium account.

Hewever, as per Nepal Financial Reporting Standards - 3 [NFRS - 3): Business Combinations, the company
shall measure the identifiable asset acquired, the liabilities assumed and the consideration transferred at
their acquisition date fair value and recognized goodwill or bargain purchase gain for the difference
between net asset acquired and the consideration provided. Had the company applied NFRS - 3 on
Business Combinations related transactions goodwill would have been NRs. 61,56,583, Accordingly, this
had resulted in understatement of company’s asset.

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

Management |s responsible for the preparation and fair presentation of these financial statements in
accordance with Nepal Financial Reporting Standards (NFRS), and such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Organization’s ability
to continue as a going concern, disclosing as applicable, matters relating to going concern and using the
going concern basis of accounting unless management either intend to liquidate the Organization or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Organizati
process.

s financial reporting
‘-J_-.Fﬂl_l':' -
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Auditors Responsibilities for the Audit of the Financial Statements

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with Nepal Standards on Auditing. Those Standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our professional judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, we considered the internal control relevant to Company's
preparation and falr presentation of the financial statements in order to design audit procedures that were
appropriate in the circumstances, but not for the purpose of expressing an opinion on the Company’s
internal control. An audit also includes evaluating the appropriateness of the accounting policies used and
the reasonableness of accounting estimates made by the management, as well as evaluating the overall
presentation of the financial statements.

We believe that our audit evidence we obtained is sufficient and appropriate to provide a basis for our
opinion.

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

Report on the Requirements of Companies Act, 2063

We have examined the attached financial statements and report that:

1. We have obtained all the information and explanations, which, to the best of our knowledge and
belief were necessary for the purpose of our audit:

Z. In our opinion, proper books of accounts as required by law have been kept by the company so far
as it appears from our examination of such books:

3. In our opinion, on the statement of financial position, income statement and cash flow statement
dealt with by this report are in agreement with the books of accounts:

4. To the best of our information and according to explanation given to us and from our examination
of the books of account of the company necessary for the purpose of our audit, we have not come
across cases where the directors or any employees thereof have acted contrary te the provisions of
laws relating to acc or committed any misappropriation or caused loss or damage of the

o) Ve

CA Mahesh Khanal
M. Khanal & Ca,,
Chartered Accountants
UDN: 2210140400102 11ytK
Place: Lalitpur, Nepal

Date: 3¢\ ob\ T3
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Machhapuchchhre Capital Limited

Kathmandu, Nepal

Statement of Financial Position

As on 32 Ashadh 2079 (July 16, 2022)

Amount in NPR

Particulars Notes As at 16 July 2022 As at 15 July 2021
Assets
A. NON CURRENT ASSETS
Property, Plant and Equiptment 3.1 2,829,554 5,007,963
Intangible Assets 3.2 992,106 1,300,166
Financial Instruments Measured At Amortized Cost 33 89,728,180 67,728,180
Deferred Tax Assets 3.4 5,447,881 209,297
Trade & Other Receivables 3.5 400,000 400,000
Total Non Current Assets 99,397,721 74,645,607
B. Current Assets
Cash and Cash Equivalents 3.6 6,644,612 42,127,676
Financial Assets Measured At Amortized Cost 3.7 132,500,000 161,000,000
Financial Assets Held At Fair Value Through P/L 3.8 48,809,437 25,615,929
Advance Tax 18,547,168 11,505,392
Trade & Other Receivable 3.9 6,180,127 15,114,659
Total Current Assets 212,681,344 255,363,656
Total Assets (A+B) 312,079,065 330,009,262
Equity And Liabilities
C. Equity
Share Capital 3.10 286,339,500 267,607,200
Share Premium - - 13,850,825
Reserves and Surplus 3.11 5,256,326 25,636,474
Total Equity 291,595,826 307,094,499
D. Non Current Liabilities
Long Term Loan - - 1,240,022
Employee Benefit Liability 3.12 1,343,490 3,189,939
Deferred Tax Liability 3.4 - -
Lease equilization reserve 759,425 253,142
Total Non Current Liabilities 2,102,915 4,683,102
E. Current Liabilities
Short Term Loan - -
Employee Benefit Liability 3.12 300,886 4,757,674
Income Tax Payable 17,592,572 11,274,343
Trade & Other Payable 3.13 486,866 2,199,644
Total Current Liabilities 18,380,324 18,231,661
Total Liabilities (C+D+E) 312,079,065 330,009,262

Mahesh Khanal, FCA
For, M.Khanal & Co.,
Chartered Accountants

Dip Prakash Panday
Director

Date: 14 October 2022
Place: Kathmandu, Nepal

2% ¥ www.machbank.com

Bishwambhar Neupane
Chairman

Jiban Kumar Uprety
Director

As per our report of even date

Tika Bhattarai
Director

Neeraj Man Sainju

Officiating Chief Executive Officer

Shankar Rajbahak
Head - Finance




Statement Of Profit Or Loss And Other Comprehensive Income
For the year ended 32nd Ashadh 2079 (16 July 2022)
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Amount in NPR

Particulars Notes Year ended Year ended
16 July 2022 15 July 2021
INCOME
Revenue From Operation 3.14 38,823,105 38,890,521
Income From Investment 3.15 15,525,940 14,997,198
Net Gain From Financial Instruments-FVTPL 3.16 3,743,620 7,295,273
Other Income 3.17 443,596 1,450,928
Total Income 58,536,261 62,633,920
Expenses
Operating Expenses 3.18 2,109,504 1,890,147
Employee Expenses 3.19 19,355,660 16,903,498
Building and Premises Cost 3.20 3,575,519 3,720,264
Administrative Expenses 3.21 5,141,148 3,348,887
Net Loss From Financial Instruments-FVTPL 3.16 24,585,857 1,462,355
Interest Expenses 50,463 71,706
Depreciation 3.1 702,078 1,235,132
Amortization 3.2 308,061 202,057
Total Expenses 55,828,290 28,834,046
Profit / Loss Before Tax 2,707,971 33,799,874
Income Tax Expense 3.22 1,079,644 9,596,690
Profit (Loss) For The Year 1,628,327 24,203,184
Other Comprehensive Income / (Expenses)
Net Gains/Losses On Fair Value Through OCI
Actuarial Gains / (Losses) On Defined Benefits Plan
Total Other Comprehensive Income / (Expenses)
Less: Tax Expense Relating To Components Of OCI
Total Comprehensive Income For The Year
Attributable To Equity Share Holders 1,628,327 24,203,184
Earning Per Share (BEPS) 0.57 9.04
Diluted Earning Per Share (DEPS) 0.57 9.04

As per our report of even date

Mahesh Khanal, FCA Bishwambhar Neupane Tika Bhattarai
For, M.Khanal & Co., Chairman Director
Chartered Accountants

Dip Prakash Panday Jiban Kumar Uprety

Neeraj Man Sainju
Director Director

Officiating Chief Executive Officer

Date: 14 October 2022
Place: Kathmandu, Nepal

Shankar Rajbahak
Head - Finance
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Statement Of Cash Flows

For the year ended 32nd Ashadh 2079 (16 July 2022)

Amount in NPR

Particulars Year ended 16 July 2022 Year ended 15 July 2021
Cash Flow From Operating Activities
Net Profit Before Taxation And Extraordinary Items 2,707,971 33,799,874
Adjustment For:
Depreciation 702,078 1,235,132
Amortisation 308,061 202,057
Income From Sweat Equity - -
Deferred Tax (Income)/Expense - (1,103,217)
Gain On Sales Of Assets - -
Interest Expenses 50,463 71,706
Operating Profit Before Working Capital Changes 3,768,573 34,205,552
Decrease / (Increase) In Trade And Other Receivable 1,892,755 (14,551,910)
(Decrease) / Increase In Trade And Other Payables (1,712,778) 1,290,865
(Decrease) / Increase In Employee Benefit Payables (6,303,237) 6,607,185
(Decrease) / Increase In Non-Current Liabilities 506,283 (75,073)
Decrease / (Increase) In Other Non Current Assets - (400,000)
Changes in Deferred tax Assets/Liabilites -
Income Tax Paid - (8,968,686)
Net Cash Flow From Operating Activities (A) (1,848,402) 18,107,933
Cash Flows From Investing Activities
(Purchase) Of Property, Plant & Equiptment (307,111) (770,615)
(Purchase) Through Acquisition - (4,374,608)
Sale Of Property, Plant & Equiptment 1,783,443 6,725,560
Investment In Financial Assets (16,693,508) (66,844,109)
Net Cash Flow From Investing Activities (B) (15,217,177) (65,263,771)
Cash Flows From Financing Activities
Proceeds/Increase From Share (Business combination) - 67,607,200
Proceeds From Share Premium - 13,850,825
Increase In Reserve Through Business Purchase - 688,816
Decrease In Csr Reserve - (94,633)
Proceeds/ (Payment) From Loan (1,240,022) 1,240,022
Dividend Paid (17,127,000) (12,800,000)
Interest Paid (50,463) (71,706)
Net Cash Flow From Financing Activities (C) (18,417,485) 70,420,523
Net Increase In Cash And Cash Equivalents (A+B+C) (35,483,064) 23,264,685
Cash And Cash Equivalents At Beginning Of Period 42,127,676 18,862,991
Cash And Cash Equivalents At End Of Period 6,644,612 42,127,676

Mahesh Khanal, FCA
For, M.Khanal & Co.,
Chartered Accountants

Chairman

Bishwambhar Neupane

As per our report of even date

Director

Tika Bhattarai

Dip Prakash Panday

Director Director

Date: 14 October 2022
Place: Kathmandu, Nepal
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Jiban Kumar Uprety

Neeraj Man Sainju

Officiating Chief Executive Officer

Shankar Rajbahak
Head - Finance




2%

e gicidger 2019 /19°

a

ey

Qdueuld - peaH
yeyeqley Jexyueys

JedaN ‘npuewyiey :23e|d
7207 1940100 Y1 :93eq

o
N
IS
I
o
¢
L -
v
o
Q
[J]
3
®
S
c
c
<

19211J0 9AIN29XT Ja1yD Sunenyio
nfuies ue lesaaN

J018.41q

Jo1841q
Ayaadn Jewny ueqif

Aepued ysexead dig

Slueiunoddy paJalieyd
02’8 [eUBYN' ‘104
V24 ‘leueyyl ysaye

J0102.41q
leJenieyg exiL

uewuiey)d
auednap Jeyquemysig

91ep U3AS Jo 1odau Jno Jad sy

978°565°1L6¢ 68S'CYS’'e SlE'8S¢C - - syl 00S°6££°98¢ 6£02/€0/2€ NO SY IDNV1Vd
(0oo'zzlL'LL) - (0oo'zzlL'LL) - puspIAIQ
- €€8'791 (€€8'291) OAJIDSIY |BI9USD) 04 UOISINOId
- €879l - (€8291) YySD 104 UOIsIn0Id
- - - - |eade) aJeys JO anss|
- - - - JuswAed wnjwaid aJeys
- - - - - - J93J9IN WU Jajuel] aAI9SY g |eaided
- - - - (snuog) |eude) aJeys JO anss|
LTE'8T9'L - - 92E'879’lL - JeaA 3yl Suling (sso) 104d BN

(5z8'058'cl) - (SL1'188Y) 00€'ceL'8L uonngLasiq =Jeys snuog
661'%760'£L0€ 9s/'6LE'E ze0'ere Gz8'088'cl - 989'110'CC 002'209'292 8,0Z/¥0/10 UQ Sy @>ueleg uiuadQ
661'760°L0E 9SL'6LE’E (41 )4 74 S2Z8°'0S8°ElL - 989'v10°2C 00Z°£09°L9C 8£02/€0/1€ NO SY 3IDNV1Vvd

EYVEIXH| wnjwaad pung uoned Suiuaes
|erol |eJauan UOISIAOId YSD aleys -n|4 a8ueydxa pauleay |eaide) aJeys JejndnJed

YdN Ul Unowy

zeoz Ainr 91 pouad ayy 1o
Aunb3 ur sabuey) jo Juswialels




4™ anfiies gieigeT 2097 /198

Machhapuchchhre Capital Limited

Kathmandu, Nepal
Notes to the Financial Statements for the Period ended 32nd Ashad 2079 (16th July 2022)

1. Corporate Information

Machhapuchchhre Capital Ltd., (hereinafter referred to as MCL or as a Licensed Institution, or as a Company) is a Financial
Institution incorporated under Companies Act, 2063 (first Amendment 2074) on 24th September 2017 as a public limited
company with Registration No. 175859/074/075. MCL has obtained an operating license from the Security Board of Nepal
(SEBON) on 07th Magh, 2076 with License Number 051 as required under Securities Act, 2073. The Company is also
registered with Inland Revenue Department (IRD) with PAN No. 606877121. The Registered office of MCL is situated at
Kathmandu Metropolitan - Ward No. 11, JDA Complex, Bagdurbar, Sundhara and registered at Kathmandu Metropolitan
City on 29th Ashadh, 2077 with Registration No. 3823

Machhapuchchhre Kriti Capital Limited (MCL) changed its name to Machhapuchchhre Capital Limited on 10th Kartik 2078
by second Annual General Meeting and completed the name changed from Office of Company Registrar Office on 23th
Mangsir, 2078.

MCL, as a licensed Merchant Banker, has been providing Portfolio Management Services, Corporate Financial Services,
Underwriting Services and Depository Participants Services and, also a qualified institution investors licensed from
Securities Board of Nepal.

2. Significant Accounting Policies

2.1 Basis of Preparation

The Financial Statements are prepared on accrual and going concern basis. The accounting Policies are applied
consistently to all the period presented in the financial statements including the preparation of the NFRS Statement of
Financial Position.

2.1.1 Statement of Compliance

The Financial Statements have been Prepared in accordance with Nepal Financial Reporting Standards (NFRS). The
Financial statements were authorized for issue by the Board of Directors on 28" Ashwin 2079. These financial statements
are also prepared in accordance with the relevant presentation requirements of the Companies Act 2063 of Nepal.

2.1.2 Basis of Measurement

The Financial Statements have been prepared under historical cost convention basis except for the items that are
measured and presented at fair value as required by relevant NFRS as explained in respective notes. These financial
statements cover the reporting period from 1st Shrawan 2078 to 32nd Ashadh 2079.

2.1.3 Critical Accounting Estimates

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards, except as stated,
requires the use of certain critical accounting estimates and judgments. It also requires management to exercise judgment
in the process of applying the company's accounting policies. The company makes certain estimates and assumptions
regarding the future events. Estimates and judgments are continuously evaluated based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the circumstances. In
the future, actual result may differ from these estimates and assumptions. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are disclosed.

2 ¥ < www.machbank.com
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2.1.4 Functional and Presentation Currency

These financial statements are prepared in Nepalese Rupees which is the functional currency of the company. For
presentation purpose, all amounts have been rounded to the nearest rupee, unless otherwise indicated. Functional
currency is the currency of the primary economic environment in which the company is operated and company's all
transactions including income.

2.1.5 Accounting Policies

Preparation of financial statements in accordance with Nepal Financial Reporting Standards (NFRS) requires the
management to make use of significant accounting policies, judgments and estimates that affect the reported amount
of assets and liabilities, income and expenses, and disclosures of contingent items during the reporting period. These
accounting policies adopted are used on consistent basis. Estimates are reviewed on continuous basis. Revision to
accounting estimates is recognized in the period in which the estimates are revised. The significant accounting policies
adopted, judgments and estimates while preparing these financial statements in accordance with NFRS, except as stated,
are set out in corresponding notes.

2.1.6 Impairment of Non-financial assets (excluding inventories, investment properties
and deferred tax assets)

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are undertaken annually
at the financial year end. Other non-financial assets are subject to impairment tests whenever events or changes in
circumstances indicate that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds
its recoverable amount (i.e., the higher of value in use and fair value less costs to sell), the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried out
on the smallest parts of assets to which it belongs for which there are separately identifiable cash flows and its cash
generating units.

Impairment charges are included in profit or loss, except to the extent they reverse gains previously recognized in other
comprehensive income.

2.1.7 Property, Plant and Equipment

Items of property, plant and equipment are initially recognized at cost. Cost includes the purchase price and other directly
attributable costs as well as the estimated present value of any future unavoidable costs of dismantling and removing
items. The corresponding liability is recognized within provisions.

Freehold land and buildings are subsequently carried at fair value, based on periodic valuations by a professionally
qualified valuer. These revaluations are made with sufficient regularity to ensure that the carrying amount does not
differ materially from that which would be determined using fair value at the end of the reporting period. Changes in fair
value are recognized in other comprehensive income and accumulated in the revaluation reserve except to the extent
that any decrease in value in excess of the credit balance on the revaluation reserve, or reversal of such a transaction, is
recognized in profit or loss.

2.1.8 Depreciation

Freehold land is not depreciated. Depreciation on assets under construction does not commence until they are complete
and available for use. Depreciation is provided on all other items of property, plant, and equipment so as to write-off their
carrying value over the expected useful economic lives.

Depreciation has been computed on SLM Method. The estimate useful lives for the assets are as follows:

Assets Life
Leasehold assets 10 years
Building 50 years

Annual Report 2021/22 2\6{
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Office equipment 10 years
Wooden furniture 8 years
Metal Furniture 10 years
Vehicles 7 years
Computer and printer 5years
Generator 10 years
Battery 3 years
Other assets 10 years

At the date of revaluation, the accumulated depreciation on the revalued freehold property is eliminated against the gross
carrying amount of the asset and the net amount is restated to the revalued amount of the asset. The excess depreciation
on revalued freehold buildings, over the amount that would have been charged on a historical cost basis, is transferred
from the revaluation reserve to retained earnings when freehold land and buildings are expensed through the statement
of comprehensive income (e.g. through depreciation, impairment). On disposal of the asset the balance of the revaluation
reserve is transferred to retained earnings.

2.1.9 Leased Assets

When all the risks and rewards incidental to ownership of a leased asset are transferred to the Company (a Finance
Lease), the asset is treated as if it had been purchased outright. The amount initially recognized as an asset is the lower of
the fair value of the leased property and the present value of the minimum lease payments payable over the term of the
lease. The corresponding lease commitment is shown as a liability. Lease payments are analyzed between principal and
interest. The interest element is charged to the statement of comprehensive income over the period of the lease so that
it represents a constant proportion of the lease liability. The principal element reduces the balance owed to the lesser.

When all the risks and rewards incidental to ownership are not transferred to the company (an Operating Lease), the
total rentals payable under the lease are charged to the statement of comprehensive income over the lease term. The
aggregate benefit of lease incentives is recognized as a reduction of the rental expenses over the lease term.

2.1.10 Intangible Assets

Computer Software

Purchased computer software licenses are capitalized based on the costs incurred to acquire and bring to use the
software. These costs are amortized over the estimated lives of 5 years.

Business License
Acquiring business licenses are capitalized based on the costs incurred to acquire the license for operation of business.
These costs are amortized over 5 years from date of business license.

2.1.11 Investments

Investments in debt and equity securities

Investments held for trading (FVTPL) are classified as current assets and are stated at Fair Value and investment in debt
instruments and government bonds held to maturity are stated at amortized cost less impairment losses.

Investment property

When an item of property, plant and equipment becomes an investment property following a change in its use, any
difference arising at the date of transfer between the carrying amount of the item and its fair value is recognized directly
in equity if it is a gain. Upon disposal of the item, the gain is transferred to retained earnings. Any loss is recognized in the
income statement.

2.1.12 Trade and other receivables
Trade and other receivables are stated at their cost less provision for impairment. The amount of the provision is
recognized in the income statement.

2Rk 0o www.machbank.com
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2.1.13 Inventories
Inventories are initially recognized at cost, and subsequently at the lower of cost and net realizable value. Net realizable
value is the estimated selling price in the ordinary course of business, less the variable selling expenses.

The cost is determined on first-in first-out (FIFO) method and includes expenditure incurred in acquiring the inventories
and bringing them to their present location and condition.

2.1.14 Cash and cash equivalents
Cash and cash equivalents comprise cash equivalents, cash balances, call and current deposits at Bank.

2.1.15 Impairment

The carrying amounts of the company's assets, other than biological assets, investment property, inventories and deferred
tax assets are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any
such indication exists, the asset's recoverable amount is estimated. Intangible assets that are not yet available for use,
the recoverable amount are estimated at each balance sheet date. An impairment loss is recognised when the carrying
amount of an asset exceeds its recoverable amount. Impairment losses are in the income statement.

2.1.16 Share capital
Financial instruments issued by the company are classified as equity only to the extent that they do not meet the definition
of a financial liability or financial asset. The company's equity shares are classified as equity instruments.

2.1.17 Taxation (including deferred taxes)

Income tax on the profit or loss for the year comprises current taxes and deferred taxes. Income tax is recognized in the
income statement except to the extent that it relates to items recognized directly to equity. Current tax is the expected
tax payable on the taxable income for the year using tax rate 30% at the balance sheet date and any adjustment to tax
payable in respect of previous years as specified by the Income Tax Act 2058.

Deferred tax is provided using the balance sheet liability method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes.
The amount of deferred tax provided is based on the expected-on realization or settlement of the carrying amount of
assets and liabilities using tax rate 30% at the balance sheet date.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilized.

Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability to
pay the related dividend.

2.1.18 Trade and other payables
Trade and other payables are stated at their cost.

2.1.19 Revenue

Revenue is recognized on accrual basis and is measured at the fair value of the consideration received or receivable. The
management of the company determines the amount of revenue based on the applicable service agreement. Fees and
commission arising from transactions are recognized on the basis of completion of underlying transaction as stated in
the service agreement. Accounting policies, estimates and judgments used by management for each item of revenue is
detailed below:

a. Underwriting Fee:
Underwriting Fee isrecognized based on the recoverability of fee and non-refundability of fixed amount of fee. Management
estimates that recoverability of fee can be reliably measured at the date of issue.

Annual Report 2021/22 gL\g
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b. Portfolio Management Fee
Annual Management fee and Performance fee is recognized as revenue as stated in the portfolio management service
agreement.

c. Corporate Advisory Fee

Corporate Advisory service fee is the consultancy fee charged to the clients as per the performance and completion of
assigned job responsibilities as stated in the service agreement. Income is booked when job responsibilities is completed,
and tax invoice/payment letter is issued to client in respect of such completion of consultancy and other advisory functions.

d. Depository Participants

Depository Participants (DP) related income is the fee for managing DP accounts of clients. All DP income is the collection
from clients for new account opening, renewal of accounts, on-market-transaction and other DP services directly involving
and collected from clients.

e. Interest Income
Interest income is recognized using effective interest rate method.

f. Other Income

Other income is recognized when it is probable that consideration associated with the relevant event is confirmed or
realized. Other income also includes service income which is the DP service income received from Machhapuchchhre
Bank Ltd. as per the service agreement executed between Machhapuchchhre Capital Ltd. (MCL) and Machhapuchchhre
Bank Ltd. (MBL). As per this agreement, MCL will execute MBL's DP ID (16100) and offer Demat related all services to
clients.

2.1.20 Expenses
All Expenses except specially mentioned are accounted on accrual basis.

All expenses incurred in running of the business and in maintaining the property, plant and equipment in a state of
efficiency has been charged to revenue in arriving at the profit for the year and presented in statement of profit or loss.

Expenditure incurred for the purpose of acquiring, expanding, or improving assets of a permanent nature by means of
which to carry on the business or for the purpose of increasing the earning capacity of the business has been treated as
capital expenditure.

Repairs and renewals are charged to the income statement in the year in which the expenditure is incurred. The profit
earned by the company is before income tax expense and after making provision for all known liabilities and for the
depreciation of Property, Plant and Equipment.

Proposed bonus for staff has been provided for 10% of net profit before such bonus.

3. Other Explanatory Notes

3.1 Plant, Property and Equipment

Tangible Assets NPR. 3,07,111 has been purchased during the year.
Disposal of assets total NPR. 17,83,443 (written down value) have been done during the year.

21  www.machbank.com
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3.2 Intangible Assets

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated amortization
and accumulated impairment losses. Amortization is recognized on straight line basis over their estimated useful life. The
estimated useful life and amortization method are reviewed at the end of each reporting period. Following estimate of
useful life on each item of intangible assets is used by management.

Item of Intangible Assets Estimated Useful Life

Software 5 years

Intangible assets with indefinite useful lives that are acquired separately are carried at costs less any accumulated
impairment losses.

An intangible asset is derecognized on disposal or when no future economic benefits are expected from use or disposal.
Gain or losses arising from de-recognition of an intangible asset is measured as the difference between net proceeds
from disposal and carrying amount of the asset and are recognized in statement of comprehensive income.

Following is the details of intangible assets as at the period end.

Particulars Software Total Intangibles

Cost

Opening balance as at 1 Shrawan 2078 1,540,304 1,540,304
Additions during the year - -
Closing balance as at 32 Ashad 2079 1,540,304 1,540,304
Accumulated Amortization and Impairment

Opening balance as at 1 Shrawan 2078 240,138 240,138
Additions during the year 308,061 308,061
Closing balance as at 31 Ashad 2078 548,198 548,198
Carrying Amount as at 16 July 2022 992,106 992,106
Carrying Amount as at 15 July 2021 1,300,166 1,300,166

3.3 Financial Instruments and Fair Value Measurement

Financial Assets Measured at Amortised Cost

Financial Assets held to maturity are classified and measured at amortised cost. These financial assets are initially
recognized at fair value including direct and incremental costs and subsequently measured at amortised costs, using the
effective interest method, less any impairment allowances.

Recognition

The company recognizes financial assets when it becomes the party to contractual provisions of the instrument.
Recognition takes place on the trade date where the purchase or sale of an investment is under a contract whose terms
requires delivery of the investment within the timeframe established by the market concerned.

Derecognition

Financial assets are derecognized when the contractual right to receive cash has expired or the company has transferred
substantially all risks and rewards of ownership.

Offsetting of financial instruments
Financial assets and financial liabilities are offset, and the net amount reported in the statement of financial position if

there is enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis, or to
realize the asset and settle the liabilities simultaneously.
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Particulars As at 16 July 2022 As at 15 July 2021

Debenture Investment 39,728,180 17,728,180
Unlisted Promoter Share Investment 50,000,000 50,000,000
Total Nrs. 89,728,180 67,728,180

Financial Assets held at amortized cost for investment in Fixed Deposits of various Banks and Financial Institutions are
mentioned in note 3.7

3.4 Deferred Tax Assets and Liabilities

Deferred Tax is calculated on temporary differences on Accounting Base and Taxation Base for Deductible Temporary
difference and Taxable Temporary Difference using a tax rate of 30% (as per the Income Tax 2058 B.S.). Deferred tax
assets and liabilities are calculated where the management believe, it is probable that these assets will be recovered.

Calculation of Deferred Tax for MCL have been shown as below:

Particulars e HEREE Difference 1) DTL DTA Net
Base Base Rate
Fixed Assets 3,821,659 3,555,376 266,283 30% 79,885 - -
Gratuity Provision - 2,179,703 2,179,703 30% | 653,911 - -
Leave Provision 1,325,270 907,544 (417,726) 30% - (125,318) -
Eiiéfv'zequa'iza“o” 759,425 (759,425) | 30% | (227,828) -
Investments 48,809,437 68,237,877 | (19,428,441) 30% -| (5,828,530) -
Total 54,715,792 74,880,501 | (18,159,606) 733,796 | (6,181,678) (5,447,881)
Closing Deferred Tax Liabilities/(Assets) (5,447,881)
Opening Deferred Tax Liabilities/(Assets) (209,297)
Income transferred to Profit and Loss Account (5,238,585)
3.5 Trade and other receivables (non-current)
Non-current trade receivables are security and license deposits for normal business operation.
Non-Current Assets As at 16 July 2022 As at 15 July 2021
License Deposit 300,000 300,000
Security Deposit 100,000 100,000
Total 400,000 400,000

3.6 Cash and Cash Equivalents

For the purpose of presentation in the statement of Cash Flows, Cash and Cash Equivalents includes cash equivalents,
cash on hand and at Bank. Payments and receipts relating to the purchase and sale of investment securities are classified
as cash flows from operating activities

Particulars As At 16 July 2022 As At 15 July 2021

Cash In Hand - -
Gold & Silver Coins 15,950 15,950
Bank Balance At Mbl 3,571,477 7,198,643
Bank Balance At Other Financial Institutions 3,057,185 34,913,083
Total Nrs. 6,644,612 42,127,676

3.7 Financial Assets Measured at Amortized Cost

Current portion of Financial Assets held at amortised cost have been presented. These are specifically Fixed Deposits in
Banks and Financial Institutions (BAFIs).

Following table details the financial instruments included in the statements of financial position are measured at amortized
cost and are current portion and maturing within 12 months period.
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FINANCIAL ASSETS HELD AT AMORTIZED COST As at 16 July 2022 As at 15 July 2021

Mbl Fixed Deposit 107,500,000 91,000,000

Fixed Deposit At Other Financial Institutions 25,000,000 70,000,00
Total 132,500,000 161,000,000

3.8 Financial assets held at Fair Value through -PL

Determination of fair value hierarchy for all financial instruments where fair values are determined by referring to externally
quoted prices or observable pricing inputs to models, independent price determination or validation is obtained. In
an inactive market, direct observation of a traded price may not be possible. In these circumstances, the Capital uses
alternative market information to validate the financial instrument's fair value, with greater weight given to information
that is considered to be more relevant and reliable. Fair values are determined according to the following hierarchy:
Level 1- Quoted market price (unadjusted): financial instruments with quoted prices in active markets.

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

Level 3- Valuation technique with significant unobservable inputs: financial instruments are valued using valuation
techniques where one or more significant inputs are unobservable. The following table shows an analysis of financial
instruments recorded at fair value by level of the fair value hierarchy:

Financial Assets Held At Fair Value (Fvt Pl)
Financial Assets Held At Fair Value (Fvt PI)

As At 16 July 2022
Market Value

As At 15 July 2021
Market Value

Investment In Equities 37,984,808 18,105,464
Investment In Mutual Fund 10,824,629 7,510,465
Total 48,809,437 25,615,929

Financial Assets Held At Fair Value (Fvt PI) Cost Price Market Price Gain(Losses)
Investment In Equities 54,680,431 37,984,807 (16,695,623)
Investment In Mutual Fund 13,557,446 10,824,629 (2,732,817)
Total 68,237,877 48,809,436 (19,428,440)

Oninvestment valued at FVTPL there is fair value losses of Rs 1,94,28,440.69 There has been no investment that has been
treated as FVTOCI, so, all fair value gain has been charged to profit and loss account.

3.9 Trade and Other Receivable
The current portion of Trade Receivables are those amounts recurring or receivables within 12 months’ period. These
includes the following information:

Current Assets As At 16 July 2022 As At 15 July 2021

Accrued Interest Receivable On Fd 46,685 923,999
Accrued Interest Receivables On Debenture 1,125,291 715,571
Dividend Receivable - 29,354
Prepaid Insurance 75,723 56,793
Prepaid Computer And Internet Charge 10,593 15,593
Advances For Investments - 1,000,000
Receivables From Other Parties 4,921,835 12,373,349

Total 6,180,127 15,114,659

3.10 Share Capital

Share Capital of MCL has been increased to Rs 286,339,500 from Rs 267,607,200 due to bonus share distribution previous
year. The share value has been treated as equity instrument. Additional disclosure on share capital treatment has been
disclosed under business combination note 3.23.
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Particulars

As At 16 July 2022

As At 15 July 2021

Share Capital

Authorized Share Capital

(4,000,000 Ordinary Shares Of Rs 100 Each) 400,000,000 400,000,000
Issued Share Capital

(3,148,320 Ordinary Shares Of Rs 100 Each) 314,832,000 314,832,000
Subscribed & Paid-Up Share Capital

(2,863,395 Ordinary Shares Of Rs. 100 Each) 286,339,500 267,607,200

3.11 Reserve and Surplus

All accumulated profit less distribution is represented under reserve and surplus. Following is the table of reserve and

surplus.
Particulars As at 16 July 2022 As at 15 July 2021
Retained Earning And Reserves
Retained Earning 1,455,422 22,014,686
General Reserve 3,542,589 3,379,756
Provision For Csr 258,315 242,032
Total Nrs. 5,256,326 25,636,474

Appropriation from profit for the year has been made to General Reserve 10% of Profit and Corporate Social Responsibility
1% of Profit as per Rules 25ka and 30ka respectively of Merchant Banker Regulation 2064 (2nd amendment 2076).

3.12 Employee Benefits

Defined Contribution Plan

A defined contribution plan is a post-employment plan under which an entity pays fixed contribution into a separate
entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions to defined
contribution plans are recognized as an employee benefit expense in the statement of profit or loss in the periods
during which services are rendered by employees. Employees are eligible for Employees' Provident Fund Contributions in
accordance with the respective statutes and regulations.

Contributions to defined contribution plans are recognized as an expense in the statement of profit or loss as incurred.

Employees' provident fund
The company contribute 10% of the salary of each permanent employee to the Employees' Provident Fund managed by
government of Nepal.

Citizens' Investment Trust (CIT)

Those employees who do not have accounts in Provident Fund are facilitated with CIT accounts. The company contribute
10% of salary of each permanent employee and the employees may also choose to deposit additional amounts to the
Citizens' Investment Trust according to their preference.

Staff Gratuity Provision

Staff gratuity provision has been created as stipulated by Labour Act 2074. Company makes defined contribution of
8.33% of monthly basic salary of each employee and no other additional legal or constructive obligation will arise other
than this fixed contribution. This provisioned amount has been kept with entity itself.

Defined benefit plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Company is liable to
pay retirement benefits i.e., leave under the Labor Act, 2074. The liability recognized in the financial statements in respect
of defined benefit plans is the present value of the defined benefit obligation as at the reporting date. The defined benefit
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obligation is calculated as at the reporting date based on an internally generated model as its impact is immaterial. Third
Party Actuarial Valuation is not made as the cost for defined benefits obligation is considered immaterial. No actuarial

valuation is used as the amount is immaterial.

Contributions to defined contribution plans are recognized as an expense in the statement of profit or loss as incurred.

Particulars

As At 16 July 2022

As At 15 July 2021

Employee Benefit Liability (Current)

Provident Fund Payable - 115,893
Retirement Fund - 164,635
Provision For Bonus 300,886 4,327,022
Salary And Perks Payable - 150,123
Total 300,886 4,757,674
Employee Benefit Liability (Non-Current)

Leave Provision 1,325,270 1,638,239
Provision For Gratuity Encashment A/C - 1,533,480
Welfare Fund 18,220 18,220
Total 1,343,490 3,189,939

3.13 Trade and Other Payable

Trade and other payable to be recurring and settlement within 12 months' period have been represented and such are
payable occurring during normal business operation. Such have been shown as follows:

Particulars

As At 16 July 2022

As At 15 July 2021

Trade And Other Payables

Sundry Payable 178,400 20,231
Sebon Fee Payable 76,649 670,899
Tds Payable 2,17,693 5,61,175
Provision For Expenses 14,125 -
Payable To Different Parties - 947,338
Total 486,866 2,199,644

3.14 Revenue From Operation

Following table summarizes the operating revenue recognized during the period.

Particulars

As At 16 July 2022

As At 15 July 2021

Income From Operation

Underwriting Service Fee Income 2,921,826 693,910
Income From Corporate Financial Advisory 8,485,119 4,667,699
Income From Portfolio Management Services 26,042,489 32,305,998
Depository Participant Income 1,373,671 1,222,914
Total 38,823,105 38,890,521

3.15 Income From Investment

Following table summarizes the operating revenue recognized during the period.

Particulars

As At 16 July 2022

As At 15 July 2021

Interest Income

Interest From Debentures And Bond 2,605,170 1,147,746
Interest Income 230,669 324,237
Interest Income From Fixed Deposits 12,690,101 13,525,216
Total 15,525,940 14,997,198
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The gains from investment in financial instrument treated on FVTPL have been have been summarized as under:

Particulars

As At 16 July 2022

As At 15 July 2021

Net Gains Of Financial Investments-Fvtpl

Dividend Income 1,299,340 37,524
Income From Sale Of Investment 2,444,279 7,257,751
Total 3,743,620 7,295,273
Net Losses Of Financial Investments-Fvipl

Loss On Sale Of Investment 5157,416 777,866
Net Gains/(Losses) Of Financial Investments-Fvt Pl 19,428,441 684,489
Total 24,585,857 1,462,355

3.17 Other Income

Particulars

As At 16 July 2022

As At 15 July 2021

Other Incomes

Rent Income 120,000 60,000
Miscellaneous Income 257,008 336,377
Service Income 66,588 454,551
Sweat Equity Share Income - 600,000
Total 443,596 1,450,928

3.18 Operating Expenses

Operating expenses are those expenses which are directly related and incurred to make major business income. The
major business income are from DP, underwriting, PMS and Corporate Advisory Services.

Particulars

As At 16 July 2022

As At 15 July 2021

Operating Expenses

Dp Service Expenses 293,173 228,973
License Fee And Renewal Charges 510,000 410,000
Registration Fee And Application Charges 113,120 60,000
Sebon Fee Expenses 1,193,211 1,191,174
Total 2,109,504 1,890,147

3.19 Employee Expenses

Particulars

As At 16 July 2022

As At 15 July 2021

Employee Expenses

Gratuity Expenses 649,152 448,852
Staff Provident Fund 779,233 521,892
Annual Force Leave Payment 979,305 1,253,677
Dashain Allowances 1,157,843 175,881
Executive Allowances 222,194 -
Other Allowances 1,769,015 949,891
Staff Overtime Expenses 828 7,025
Salary Expenses 12,430,122 8,465,338
Leave Encashment Expenses 604,350 1,276,204
Statutory Bonus 300,886 3,755,542
Team Building Expenses 363,525 31,150
Training And Development Expenses 99,207 18,046

Total 19,355,660 16,903,498

Annual Report 2021/22 924 <




4™ enfiie gieigeT 2097 /19

3.20 Building and Premise Expenses

These are expenses incurred for office premise related rent, security and sanitation related expense

Particulars

As At 16 July 2022

As At 15 July 2021

Building And Premises Cost

Cleaning Charges 43,035 194,991
Office Electricity Expenses 290,826 186,102
Rent Expenses 2,796,951 2,544,360
Security Charges 21,000 12,250
Security Guard Expenses 336,174 742,769
Water And Utilities 87,532 39,791

Total 3,575,519 3,720,264

3.21 Administrative Expenses
Particulars As At 16 July 2022 As At 15 July 2021

Administrative Expenses
Advertisement And Publication 708,636 238,063
Annual General Meeting Expenses 141,956 40,859
Anniversary Expenses 20,159 -
Inaguration Expenses - 87,347
Audit Fee 113,000 56,500
Due Diligence Audit - 150,000
Internal Audit Fee 135,600 60,000
Covid-19 Expenses 66,073 38,212
Allowance And Travel Expenses 63,846 58,563
Fuel Expenses 172,804 66,386
Fuel Exp - Generator - 4,000
Parking Charges 69,995 45,140
Staff Conyeyance Expenses - 1,411
Transportation Expenses 10,170 2,000
Wages Expenses - 3,000
Insurance Expenses 224,492 92,826
Computer And Internet Charge 777,252 521,970
Electrical And Wiring Expenses 44,660 70,982
Software Expenses 7,900 19,471
Telephone And Communication 61,001 216,413
Telephone Expenses 6,123 6,669
Consultancy Fee 25,000 124,300
Board Meeting Allowances 679,800 444,000
Board Meeting Expenses 124,594 25,031
Committee Meeting Allowances 285,600 114,000
Meeting Expenses 42,645 6,727
Merger Committee Meeting Allowance - 348,000
Branding Expnses - -
Lunch Expenses 33,996 5,100
Office Expenses 54,398 93,883
Pantry Expenses 207,221 69,981
Stationery Expenses 343,678 147,757

2%0 www.machbankcom




2u™ e wieiEeT 20T /188

Corporate Socail Responsibility Expeneses - 5,367
Repair And Maintenance Expenses 71,360 56,677
Staff Outsource Service 390,435 128,253
Festival Expenses 39,212 -
Bank Charges 7,866 -
Vehicle Servicing & Cleaning Charges 15,859 -
Server Colocation & Drs Sites Charges 94,920 -
Other Expenses 100,896 -

Total 5,141,148 3,348,887

3.22 Income Tax Expenses

Income tax payable on profit is based on the applicable provisions of the Income Tax Act 2058 and is recognized as an
expense in the period in which profits arise. Income Tax on the profit for the year comprises current and deferred tax.
Income tax is recognized directly in the statement of profit and loss except to the extent that it related to items recognized
directly in equity or other comprehensive income.

Current Tax

Current Tax is the expected tax payable on the taxable income for the year, using tax rates enacted at the reporting date,
and any adjustment made to tax payable in respect of previous years. The amount of current tax payable or receivable
is the best estimate of the tax amount expected to be paid or received that reflects uncertainty related to income taxes,
if any.

Deferred Tax
Deferred Tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred Tax has been calculated in Note 3.4.

Particulars As At 16 July 2022 As At 15 July 2021
Income Tax Expenses
Current Tax 6,318,228 10,676,847
Previous Year Tax - 23,060
Deferred Tax (Income)/Expense (5,238,585) (1,103,217)
Total 1,079,644 9,596,690

3.23 Business Combination

The accounting for business combinations using the acquisition method when control is transferred to the merged
company is as per NFRS 3. According to which, the consideration transferred in the acquisition is generally measured at
fair value, as are the identifiable net assets acquired. Any goodwill that arises is tested annually for impairment. Any “gain
on a bargain purchase” is recognised in profit or loss immediately. Transaction costs are expensed as incurred, except if
related to the issue of debt or equity securities. However, this company being a subsidiary of a commercial Bank, it has
accounted the business combination as per the Merger and Acquisition Bylaws 2073 issued by the Nepal Rastra Bank
and has not followed NFRS 3.

3.24 Lease and Lease equalization reserve
Determination of whether an arrangement contains a lease is based on the substance of the arrangement at the inception
of the lease. A lease is classified as finance or an operating lease.

The Company has an operating lease arrangement only. Operating lease payments are recognized as an expense in the
statement of comprehensive income in the year which it becomes payable. Lease amount payable in respect of operating
lease is as follows:
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Period Current Year Previous year
Up to 1 year 2,290,668 2,290,668
1- 5 years 10,342,366 10,342,366
Above 5 years 14,191,146 14,191,146

Lease equalization reserve for this year in operating lease is increased by NPR. 5,06,283.

3.25 Provision and Contingencies

Provisions comprise liabilities of uncertain timing or amount. Provisions are recognized when the company recognizes it
has a present obligation as a result of past events, it is more likely when an outflow of resources will be required to settle
the obligation and the amount can be reasonably estimated.

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

Loss contingencies arising from claims, litigation, assessment, fines, penalties, etc. are recorded when it is probable that
a liability has been incurred and the amount can be reasonably estimated.

The Company has active Underwriting Agreement for 53,64,420 units shares of Rs.100 each from different Hydropowr
Company as on reporting date. Looking towards the subsequent events after balance sheet date, these shares have not
been issued to public and in the process for initial public offering

3.26 Related Party Transactions

A person or entity is considered a related party if it:
- controls or has significant influence to the company.
- is subsidiary, joint venture, associates or in which the company can have significant influence.
- is member of key management personnel of the company or its parent.

(A) Nature of Relationship and Name of Related Parties
* Parent Company: Machhapuchchhre Bank Ltd.

Name of related persons:
Mr. Bishwambhar Neupane - Chairman
Mr. Tika Bhattarai - Director

* Transaction with related parties

From the above related persons Mr. Bishwambhar Neupane is the member of the Board of Directors and HR Committee
and Mr. Tika Bhattarai is a member of Board of Director, HR Committee and Audit Committee. They are entitled to meeting
allowances as per the Articles of Association of the Company. The meeting allowances per meeting per member of Board
of Directors is Rs. 15,000 for Chairman and Rs. 12,000 for Directors and duly passed from second Annual General Meeting
of company. No other benefits or allowances are provided to the board of directors.

Key Management Personnel

Mr. Govind Prasad Sharma ACTING CEO

Mr. Govind Prasad Shara serves to MCL as a DCEO from Shrawan 1, 2078 to Poush 30, 2078. Mr. Sharma is deputed
from Parent company, Machhapuchchhre Bank Limited and his roles has been changed as Acting CEO effective from
Magh 1, 2078 after resignation of previous CEO Mr. Deepesh Kumar Vaidya. He serves at till Baishak 25, 2079 and during
the period he is entitled for Rs. 50,000 executive allowances per month with other benefit as per company policies as a
remuneration.Mr. Neeraj Man Sainju has been appointed as Officiating CEO from Baishak 21, 2079.
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(B) Related Party Transactions
Related party transaction with Parent company:

S.N Particulars Transaction Amount Transaction Amount Remarks
o (FY 2078/79) (FY 2077/78)
Fixed Deposit at MBL 10,75,00,000 91,000,000 Fixed Deposit
2 Call & Current Deposit at MBL 35,71,476 71,98643 Bank Deposit
Service income 66,588 454,551 DP service
5 | Interest Income 65,72,655 11,841,200 |  InterestonFD and call
deposit

3.27 Events after the Reporting Period

The Company follows NAS 10 - Events after the Reporting Period for accounting and reporting of events that occur after
the reporting period, which requires to classify those events into adjusting and non-adjusting events.

There are no material events either adjusting or non-adjusting events for the reporting period end. However, the
contingent liability as on Ashadh end 2078 has been expired due to fully subscription of issued shares as explained in
note 3.25

3.28 Proposed Dividend
The board of directors through its meeting has not proposed any dividend from the financial performance of fiscal year

2078-79, and subject to approval from Annual General Meeting.
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Q@ MBL Tower, Lazimpat Kathmandu
@ 01-5970555

X customercare@mbl.com.np

@ www.machbank.com
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