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o=y S fAafrdga
qEHT AT FTELUT AT e TFIRENt FEAT
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ZoomID/Passcode 3UcTstr TS SJaeelT U & |)

TARART [AOTET

F. AW T

9. IRk I Rows/ e HT Tt GifdenT aTiter Ufdae 3UT SAhel TRI UTid 7T |

3. AWYLETeRehl Fidded Hfed 0e TG HHT-deh! ITHTd aoT diel HfaaT aured wusht 3fdfer I 06/ 9e T TTHT A 6l
ATHT FFE ATSHIS, ST YUehT TREdRT TaawoT T 771e Ware faawor e avquf faxfrr faeroree amfta m |

3. onfiek o Rowe/ R T ATHT erETadiers Tt 7T T fasteht rfesrfiyes frerftor 7 | (2TeT SeTeraTer cramafiers U, U, 1R, wenfauey
FIOT U, 053 T T 222(3) T ek qerT faxfr e vt U9, R003 T THT £3(3) aHIfSH 34 I g7 99 §359)
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steferer THITTF ATbaRIAT ST 3Wh SFGUHT Sehehl Tel STeIel TR T aTided quT HRITRehRT JodTehehT ST JoTehTehdl
TRy T, T TR ST 9T T ST SRhiar T, Soferek WTiiden anheRmT ST aret o T e | aeedt
ST TRIUT T3 IS TSI HlTeteh ATHTdeTs STedait Taw T |
3. o fawreesht aramemT SRl Uareerasy T et Seme wEare aTid - T 3 SeT fmaerit fermr (Sred « et
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e Afed JURErdeh! STHERRT TTATS fag T |
¥) IS 23 F HHAVGK HRU T AETIHIEEEATs SaCeHT &al fohdTamT A Tkl 0Tl STHMT aTfieh Hiqae
gfedentent faggeer wfd qaTe T Sehehr Iv@se www.machbank.com AT T8@ T STawT TRUHT & | FH FHRUET 36
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aot e gat T TR e |
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WIS Sehehl &UAT TG g Eehenl f | UTEheeaTs T
Fefaw fefseat daTee afen T dfshw HaTaTs o7 9id S
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AhcTaTdeh UGeTdT TRl S | Jdl Sehehl HodTad T
ST HEd g STU&TT TehT B |

T, TR 13U, ITARIed sifehs T Ty J2aehar
TarEaT et B | GAT 1817 T AT T A¥IaT sl [odr) T
FEHT HECAIUT HIHHT L& Torearer gTHler T 8 |

HINTE 2% I HETHRIHT THTE 37vh THIHUSRT TRTeeaTs Taiad
T | YT ARIGRT &rHT SHINTSHT Tfdehetdr 82T & | T8l
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STETHIT FeTel THTE TNehT © | HINTSehT HFHUT 528 TT3TaehT
TSR TTHT faar Sehehl e faedrer nfq femr
ITUET T B | AT 3. 9.3 Ufeall SHHHT Sohel HaE ™
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ITTE T @ERAT TIHT Teqatel 3fteh T Gt TeR! & |

T IR FAdEeATs IR TS gl fR= e aeet
T YheIS I IR Sk SIS TYHT BT UTeh ST 9T
TRIEEaTs W faveed I =1eg |

AT Th Ufeaels fiatar fa gem R Fefeear
fafad & | J@RT AT -3 Si3ATE HE@Ul AR
FHART O TAT H U] GG, HehrIeeals O 9=d1e
I T4 | FRTEESTE UT g ToTeHh HoalTg, G¥hid, HeanT
AT TS BTHIATS SATHRAT A& TTieaeh! fazmar o1fr s
I I YEH G |

AT, T T GHIHT T gl TH=eTE Sl
T T T YToq UShT AT T4 Zoom HIthd STHIET
SfeIUHT T ST Teeee U 3uted &Rl
HRTTHTEEEHT G BTiaeh GrIaTg 9 T a6 |
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TRy Sk feT. o TATIATRT I THHT STSYFET 3T TS el
FIUT SRS TfId TS A%l U & | TUHT . AT

IR JURerd SRNeHT HeTTaes quT STHT SATH-=0TeTs
e T T| g Z0OM Hiaf gHase T ferstag WoenT
Ul HETIWEEEHT WSy S fatesdl dware afdes
TN T STRaTE e |

oI e U foreaTia W= HeT ATXIehT TTer JSTehT | SawTHT
2% T IMWET FHRTAT, 26y IRARTE sSehs T, © THET
IV, 03 T[EUH [Thd 24oo VT diG FHHARIGRT 22 ARG

grfier Tefsea Sfsres Tareedr Iocied wifa i T ehenl
T I |NTHT T 7 uT3aT ¥ 8ffd g |

T SAT.9.77 gieT foTa :2 9 Jf@ SRTHT ol 09 STohe
HRZATETS i T fbteher St faewmanr stemyfe
THHT TheTATYEh TS TERT Y | i St faeen uftada
T STET ST FAAYUT Rl ST Brel THET Jr=T TR
it Ush Uesh Y 3o ShIIepuIeTdTen] UGt ek &Y | JqTer T

a7 dfe I ATEhetalls et HaT UgH TR ATaTg=e
i fet. oF :3 31 FTivieR ATETOT T SRS THEEET Seeha- =

IUATSRE BFeT THhan! |

et T GG 9.9, 04 HITHT &1 Taieh! Sehehl TaT

Sifere & & ufeett fefsteet areie Remitap uf gier 378 Mept
Bt | Remitap & T AT T=qeh qT Jafereh neamaars
fefsrergst e v w1 T g fefsreat yoreeas ufv wes
ST B | IFATSH TSHITE @A @ied, AT holl 3TeeT
T SR T AR iaeTes af gmier % TiEehent 3 |

sifere HRIER & TehT WIS do 1. o Tfed Tateht Sepe

fefsreat Sfers g urafyerar &1 T o= o Fiaw fefsed

Sehehl FTHT HTHATS T TiEeHe! & | LAY Hierara
TTERITE T FAT yfafy dfed Iche HaTeT UM T TS
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T F. gl U U SRR HERRET 9¥f W
fefsear yprias famar ™ e e Feamem =i |
T A SSohehT T, FHIRRT Tdwmeh qum Tdvsheeen
Sufefqur JereRt fafver wumeenT safed it U aer,
FRiHAEE T fefea Yl JEaTa T=T | &I, T
qAT F.3TL.HISAE g IR T gl Tq a1
3oeied Aherdl gTeael ekt & | TTE siehel &omT fefsieat
IbHIATS T fareame 1 sivmmT et ank SR gaet |
FHINTE 2% I HETHIIRT HROT Afaq SuTawT TH Tefa= &
TR FRRTCHE STETHT JTaS[E T 3377 aflel & ¢ 376
78T dehe T FT TTET & 23y 3T T B O A
ITGTIHT &. IR 376 o1l TS TRI el o1l &. 2% 376 J=ATTHT
Bt | el srafemT gl ufgedr 3T, Wt % wfasder Iig
T &, ¢ 3T %o HUS T TATHT TS T Thal WTEH B |
SIRHT TEohT T EEd AT { Helel ST Ua el
aftfaent aRTEIMeTE 3 A7 Her TR qUH & |

TIOATRT 33 3fF SUAT STETET ST AT 9% HA TER
HEIT 22 ARG 9waT af¢ T el a% FHel TTesh TeAT 3R EIR
T dfG Wbl | Fehel famrorent s 7 fafv= Tfiger qor
SN GeTeedT arbiar W faumer gt wriens
Teaear fag oTushT & | Sehet fafa=T awemr fafr= deemeeeT
TehT TauwuT TrvpiaTee HThd favesht faf=T gegeheeT UsmRY
qAT 3T UM/ TR T AUTeAT ATl TSTUhT
TIUSOT ThA SfehehT EFUT TR T ST BN ekt MBL
Remit & 2o &SR =T dfe TRTHH HiaHaeeare fad e
T ST THATSUShT & | 7T AT, 9. T Sehed I qT STAHEE
s JuTerT WY 9SS HITET T ST @eht fafa=r
AT PTG TRBIAT T BRI SRR J9d S eheh
B | YHAehT T T UHUE GRFESRAT JRblaT T YRdeTe
WA T A NEEmsT 3 e ® | IR W AT
31 3PEE (UAE), 25T SRTRIGERT 3XTeTe Ui tieam=g et
PEmsREr & | A T feTeeaT I aut fadymT weRr
ol g Feaft o foxier deemeedm @npar W
TasuT SR T SawrT AT AT B |

T T TR AT Fheh! @UF FHell 0.5 Uavd Qe
B | bl AU T Ahare SO 7T TTET THehdTshT
(Priority Sector) &5/@&HT R09¢ VTG T TF &.3¢ e
FHSTT AT TR FT ¥,24R TTeshesalls daT Ja e @ |
@& et fau=T & (Deprived Sector) 3T=wid &al ¥,%%0
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TTEshEecTs T UG TR & SEST-aid Td 317,931 3T
O HA &, ¥ I Wy HUES ol HIHT THERRT S |

SeheT FATHTHT HT hiEd AHE GHTSTHIqeh! STETIcaTs ud
T Tt fafir= amafstes frameheraeeT Tt g5 STTush!
T | AT GATHIRT el 3T Fehel faremn, e, @atag,
ITATERVT BEE AT ki Jehiae difgdesats TeanT
e AR B |

TTHIRATeRT TTIHT T HAETIROT SHdTh! SeaarTs 3od e
Y T hdeTalTel TR SohaiTs M-t HeleT sT3e ool Jatait
STTIATS I T ST GITEHT o TRBIar 7 HAifq feraenr
st ifa, T T frdemeeshr qof arerr o T ey m
STifEw sreeT=aT a9 e fa 313ie amfier ferusht & |

HEITT I ATy Sohehl TaIv=aT Taiet &7 &1 | HEImTd
HEITEHT 5 U TBIT T ATSTgwe Sehehl 3Teh! Tael &7
& FHART ST | Quoo W=T di¢ HHARIGER HIC
AT TTRARRT sfehet STTHAT HHEIRT g&7aT T Jit fearerremT
afr 3fdeh TSAT Wt & | B qEhT FHERIRT gia fasrdes
IS T THIT SehHT 3.9 Rovs/ e T fafwr arfeam
g qer Mg et muewr ey | wifae ek @ r
e & sffemT af grier el T 359 TeT a9
gegar gfg 7 Virtual Aremee uft arfers vem Mt R |
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afd R e Jead 93%.%% 1939 %%
fd IR TSR g 330 ELHY 9%
JTRATE%ehT TEAT (TFHEHT hT3-2T qHA) 8% 9% 1%
ATM FeaT %5 303 3%
FUERT deTT ¥5% 490 W%
TSR SehEeh! ST Jlgat FE 0. 3¢ HTART &l | 1T T T
e ST fehet Geelt FHETTHT 34 SicRT qo e farTHT P 0. 26
3% WTaRTd g BTiEe Teh! W SIohohehl e [TAITHT W 3% :
S L L xex
I Skt ITRAeR I R0\l / e HT HTH s<id GIATHT HaT qT % e R00.00
glaremes TRETS et a1 AT ASHIEE JHd e o |
STHT AT ool SAfTeedl aUhT A= @IAThT FETAT 3% HAT AT FAT AT HTEAT

gfaeTaer gig T T R0%, 324 Tl T9d GTATEE @ied s Tha
qTHT § | STAHT TEEHT TH Toid (81T T T=id @11 Iig
QS OHAATs FEar fa serel e & | |eter aenr
ITIHT Skl el e Q@IAT TEAT ¢,083 044 bl & |
siReRT Fedl quT S=q farder Hot TR 2R wiaerd feer
IR B, I Tferear av 3% ufdwrd war o |

et oTgUTd &M wo WiawId wEW IR UHHT Sehel
AhAATdeh SR quT HEITT FarT STIUTq drehenl EHT
3 e T foreT s s e ©

siReRT [ o1l ThH STl auenl JoHTHT I3 Ffaerdet Iig
g TEfterT ST &, ¢ @ 2w 3T TR T | WIS ST
TS Sehe®eh! 3TEd Ihg ¢ Hfawd Bl o |

TTHIATS TorRIe ST Tee 3TV o= &V &, €.3% 379
fqu=t T FS11 yaTe TREeT B, I KA Hofiehl (€ HieAT
SR 1.2 FTawd ol @ |

TrfterT ST Sehel THI ST SSHT STUT ol Jhgehl 3
wfaerd fewdT gTfaet T TRT ST JTTST Seheweh! et
ShoflehT 3.2 WiaTa TewT ST Hthel WUehT &, S Areall
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T 3.3% Ufqerd e T | uTet T Sehel FHISHT 20 Hiawrd
T3S @7 TS T 37 &1 24 Hiawrden! TomT drehehvT a9
sehehT 3Th &ISHT sl eRTHT HUIT: 20.30 T Ro.20 Ufasrd
T B | G Tqu=T it eIl dhehl TTHT Fef ATHIDT (<
afear stfeent) W ufaerd gIo TTae WehT JF Sohehl It
FHSITHT &% HTARTd ST Tohl & |

qeiteT STaTewT Sfehehl et el ATRETHT T STfeear aweh!
% 2.4% 3Td dIC FET &, R.o% I W T | I AT ey
& ¥%.0¢ HUS FHoll AFH! FTTAT Geichl TTHT ATGTRT
T S Aloecr i aeR! goiTT } FUSH H & |
e TRTHTT afffeRter ftusht SeitT SAfeedr i awen
T ¢ 3Tef R2 FUSHN FHH WAl B |

T ol AT HTEATAT FHeT =R TRl ITIITT 0. %R
glaerd @t 3 | el 9§ o.Rw Uawid @Rl HT T
FSIT T HSA Holiehl FATAAHT I I FHHT 9§ 0.2 Ffaerd
FHIH TR B |

et fEoT e T Eed T w9 SEEIE el
TRTHIATS STHeRATHT TRAhT & | TR WHITT TET iawmT
3T G T Fell SITGHAATS TEISI T4 Sehehl TS ol
TAT STl ATRATHITS IATRTOT T+ ILTAHT TT o1l ST
TAT STEITI UFHATATS 9 & qT Heel ST S |

T
qefteqr STafemT SRl et AT SAfeear TN JermT <3
gfaeraet gfg W & 2R.co I TRl & | FHT AT T

IS feret, TR fefet FOTTS qT 31T IS AT 1,22
TTASTd, <. %2 Ufaerd T €. % FTa9a aTHT &l 3 |

T ool TTHIART ThRURT 3fed TguanT, =T fafaerdr
TS TAT HIZET AHIehT HTatherT 2aT fa fedmeet 3=
AT T T SATHT ST STERT Hfshell T3S
U & | THYET AT Sohcl FITA HUS qUT JITT &
219, 9¢ U TATHT TG & | TSI STSTRAT THTEhT T Feaaqar
TATIIITRT FHT SR Ufdhet fam eTHaT STUehT SHra-eEdT et
B T ool FHteT TafmT 3% AHIEEATE & 3.4% HUS
TS AT YT T & |

ST AT

ot STafaT SRl SATST SRR R Wiaviael s WE
%.22.2% 37l QIR & | Tefter STafemT Sfehehl Fstidthenl SaTST
IR 3 Ufqerdel i 98 &, 20,33 3T Tehl & W Holl
e ST THTHIAhehT SATST ST R Ulaeraer Iig oE €.
R.¢2 HIS TR B |

TS T, Sehehl TIGTH STAT ¥ %0 WfaeTden! Ed SATSTaT

T HIAH TN I HIRUTCT SATST STRETHHT STEX U+ 0T & |
gter  rafmy faft=r @ROT SRR Feliaken!  aTiNe
g afaeer .23 fager &7 98 .20 AT FET T
T | Sehel =T Tdhe Rl ATHIAT 3=d Fiawat oo g
TTHIETE FTaRTTe T TTHidheh! Tiecll SUTIE-RAT SEd
gfahet 4.3 UTAeTd Tehi|T aNehl Af-ad SHRET Ui «. 3¢
TSI T T+ Thel HUHT S |

T @

qufedT STATHT SRkl SATST @ R WqRTder HiF 98 & ©.¢
31l Rl @ | aefterr tafmT Skl fadawear s T
20. 4wy HfauTdel i ¥ €.%.3% 376 Tl S |

FHINTE 22 I YT HRUTCT THIET TATemT ekl FHet
feruenT fasorar s saTST TSt T s fErTeRT StguTanT
quehT gfg, Gedt TEvmT ue Ti sarsTeteh! fRiaeeht shruter
e TraramT < ufaeraer gfe swoardf serehr frarT sarsT @<t
GeftET ST 20, ST 0T & T |

heTEaET U AT STTIHT Seheh! fHETTAhan! SATSIE I ATTH
ST AT 2.2 % fergel ST 9F U ¢ UfaeTd T & T4 |
Sohel ST TNGhT dTEiehTeflT WA TTET Skl et
THETET Sedt qUT e WTTh! ST I e S AT
e Fepent fafa=r srerder a=d 8T ASHRE T
UTesh W SATUhT | FJEEE ST FaTeeaT Sfeheh! fFarqent
TANTAT hiHeh N TS THT SRl IVl ATTT HH g
fargamer et fetusht & |

G ST AT

TTeT STSTHT SATIR STERMT TUehT Jhg T ehehl FHIA
AT GE TSI ARG Afeal a¥ehl et T
¢. o) Afaeraet ghg WE &. 3.<% T HEAH HUHT T | SAFHT
TaTeEnT IucTeY hINeh! TS HGIATTRT TATNT Tl T
98T STguTaeR! 3taq TSI qUT e SATSEl TS
fasiy St e wiHifa Sehet ST TehT |

GT Yo qAT HIFAA AT

SRl T HIHT ARG T SAEHIHT Hide® g Joh
TAT FHIAWE AFEHIEE T &1 | 99 Iy Sehel HATH qoT
I T AMEHT T &, <¥.5¢ HUS AN T d%hel
qUH B, I Aol TUHRI JAMET 20,43 Ffawrdent Iig
2| &, Sfae #E, Bfee wIE, Frran=a qor Haearw
JTfEaTe IS g AT Tefterr avnT Sehel IcdTas e
g aTiereT TehT & | Sehel TSI T+ Gg YATHTHT FHITI T
3T geaTe AR fewmr e WHifa oTgeT et
arfterr srafem fafa=r Teiam daT T glaer fawar mder
AT farerm Sarar o quer arvey giETsi MRl © |
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HT F=ATAA AR

SehehT 3T ool STTRET-T e STafemT 2% <. 3 UfasTder
(g 95 &. 9,02 HUS Tl B, 7 Aol a¥ &. .<2 IS
et ol |

FHATY @A

siReRT et HUERT T FHTET STAfemT .24 Tlaeraer Ifg
TS &, 2.40 I8 Tl B, I Afedr a9 &, 2.33 3T &l
Rt | wdfter StafermT el ATIR STHRMT Soeied EIHT
gig M8 T e A& fafy=r famT qur smramT e
1T ST HHTRIRT HIT T STITT THgfd TehT AThT sfehet
quiedT STAfemT faTd IRl e mT 99 FHERT Tayfd el
T denct Tafd E9OT g8 FHERIT YT quT ST
F FEITE &HATh! HoaTs Tehicl 99 a9 HHART GeHT
glg WU & |

et oY fHeT HUERT HEAT 2x <% WhMHT THrET Srafemy
¥ ST HHERT T WS GHTET SHAT B hHERT GEAT 2420
TRl § | dohel FHHARIEER! guar Aghg qor fafaa
difemar faoiw gomm @, FHENEER! diaHEET geiET
AT &, ©R.]4 AT @ TR & | AU T oo fafq
R0w¢|o¥ |22 HT ST THUehT T 7. 2loc|) IFER iw
a9 Rovulec AT 3 UGwd &Y @9 T EYIH TR
SfoheT STAR WET-AehT HHART & ARG hIwaT H T
TSI TeRT & | FH=RT 3 Sohehl Ter=aT Hoda™ Trfq
g1 ¥ OIIAIeTs STCHETT TG Siohehl dHhlel WHITT
ITIET SRS AT T T TEH SIS ILTIHT AT Shells
ST AT STIIh qIT FHHATRT ST T T TRagfigerT
AT TUhT TS et TTHIRT AT feTeht & T T3aT
feTeeaT FuenT Ufawhel ST T GATHT Jgeh!l EUHT U g
st Tavare faushr & |

T qAT qAE
slehehT BT @eIT 3TUeRE T GHTET SAFfemT 2 wfasrdet gig
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qchIeTeRT AT 3% @ 3od RGUAmIT dehel TR 39
TR AT famT Seheh! @@ JhgaT 2aT T=ms qer
Fdfafy ATt T HEsRtT 9§ el T =9 TS
sepent Tafiar AfaeTT Tehcnes 7T U TR kel T
T

grafawT gfawe
dpent THOET Widher HHET AT 2.0k Hawid
QT B, 7 Aol a¥aT I 2.0 Ufawrd Wehr R |

ATHT TAT TG FLHET qH Shel TIHT SR

et TRT TSIV HeheAHT ANGH Ta&d FHterr STafemT
HIAHT T I T & ©%.22 FHUS qUT IRHL T & <2. 4%
TS T FHA & 2.4 3Ta YThHT TNehT & |

AT/ AT gt faawot
sehct TF ST ST & 2. %0 376 Gg YATHT 3TTSH TRehl B T
I GATHIRT ATSHI faawor f TR &l & -

TE & 2R.0% FHUS Tl B, I Aol ay & 25.2% FIE
T o |

ERES G RCE]

arierT STafmT Sehen! 3T TedTelT @ 0. Uidvdel Iig
g & ¢R.0¢ HIE Tl B, I AfIeall a9 & cc.c¥ FS
ekt TRl | T Y SkehT sRERIET WUt ghg, e
gig arfaet T T ITET FTUT UGART ATHT TR
FRIEE T 3T Tafv=T FRUTEEeT el et ToaTe Td Jig
WO & |

feaon aq ag T ay
T e dfeerd GATHT SRE 23%.34%
gaRISTT 0.%¢ 2.2%
ST e, %2 230.40
e RyfrermeTe arfent
I T GHTHT ?%0.04 2RE.43
FHUET qaFar SATghg AT 0.3%
TATHT THTIIST 1Y X
ST 4R.25 .o
diehig
HTEROT SATET 1Y 3224 34,30
e AT Re.42 ce.%e
T T S 4R.¥S ¥0.3¢
Tl geag HIY 0.3% 2.%0
G TSR 3aEdca 2.%2 2.]0
EaC)
FrameRt 2.30 308
STHT 23%.%% 2%0.%R
gfserd gATHT/ () 939,20 Re.23

sehct I IRt Gg ATHIRT R0 UG AT & 32,24 FS
HTRIHUT STTST ShITHT T HIRT el hIY, HTHTSTeh STeTidee
B, qT TR SITHT SFAI: 0.5 U, 2.52 HS,
%.30 TS AEHIE TH T |
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IS T Seheh! AT ST Gg ATHERT ¢ Uiderd e
TSR STRGETITCE ShINHT STHT 7T U SIaeelT ST7&Y, siohel
% 2.%2 IS 3t hITHT THATAL TR S | 3 HINATE bl
AT i AT U Sehet ek aitey fafw=T AR
IAETIeT FEET @ T ST AT IAETeashT
FIEE M TG AISHT & | HIThT TFIUT THATAL qT
STEwhig Ufe Sehehl Afs=Id GHIHT & 2.2 IS Wl B |

AT eI

JT.F. R000/ v¢ TaT TSIHAT TRl STawT Al TR
R @D | . 000/ ve T A AHTEHT 3w T
STy STTEATT Wl a9k qiatal adf 30 3@ 3 =
STIEAT T AR IG5 | TIETHT Gegpall gJeh! a1, agal
ST TUT BRI FUTISehT YT=IehT SROT a2l 3ume <fg
ST QAT <7 STTEAT A% AT 31Es, A auah! 3T
T T qYTEd AT | A Seheh! grafd ST SeeTT
afgfaer frafad somr aom favamor W smaves a8 qur
T WHITaeE fa v fafad s eereT and e
JMTHT T | G 3T I o6/ ve TT qLATHT FAhih
TS T Sehehl HIIEUE STJAR 3 FAId T 3T S |
SoheT T SHTEATIATS Utectl UreifiehdT fag STTushr |
TfteqT IEAT  Sohel AT ¥.23% SATSIET ohl & & 3 o
FUS LRI FOTTT OT AN Wbl & | G1 Sordt feremar
gl oTTiie oY TETT qEET € ¢ ofd W S IfEd wiia &t
¥.0%% HT ST T |

I e

IITHT &L T8 T ARRTHT TeohT &k SehT HTeeh HETTHIaRecTs
el T3 ILTIHT AT et Seopre Ul Tt get 7 ferd
e Ffetent ATeT=s S fafreger aTet SRt |Td UevTaTe
2% ITTET AT, & T THFIEET I3V qAT £33 IMERFEdT
sifehsr T AThA ST 20 ARG AraTellE TTEsha%alTs el UaH
TE TR B | TAT-TAT TIFHT T fored ™ 7 A FroiT
ATET Aol AT, R0/ 9¢ AT FAT THRAT FoEThT geard
TR & | T T UAEHT Sh13UTeh! ATYHT T eI
T TEohahT TATGEHT ATTRERTTS STohe HaTehl TgamT T3
T ISTAHT U1 T, R0/ v AT dehel 9T 3% THAT
sTERfeq sifers TaT a0 GEaTd Menl @ | Ffaan wfafenr
1= fafv=r foreetmr o et samfed Sfes darnt ger
SRR B | Gife STt fafer CmeeaT 3T wfeun o i
03 TR TaT JATUHT S | 337 HTEFAHT FoIwT TRET Sohel
SERAT FHEESTE It ureferes &omr fovrser it aq a2
TRITHT YSITHT e Sehent UTfeTeh shaieresane uer fevd
TETEEhT TH=, THET0T T ITETEealTs HelSTeRtor 118 3178
Toh! TR TS A16g | I G TTeh HeTgwTaeeah!

HTERIHAT STFARHT a1 Gleerm o7 TR sife wwar afe areeh
TRITHTEETS ST F&TH T hicas, ehiel STTHT faaenT aod
FTETI U TR &rgeh! Ufga™ T ST Josiel
faer ¢ oW dides Wl U Ae(ee qAdTs fovard
feamsT amE== |

et Afawaw dan giaumew

dret famaent aveeRT Sed o I uft oET A
YT GlauTethl HHATS atar fad AR T | UEw
TRIHTaEth] GauTelTs Heaqor 718 dehel Sieet Ti e
g & SRR {0 TEfafed S | STHAT daT Glaerars
IRATSI T oIS FAAT g famd =2 ¥ af@ waemr
bl A AfehT aheaes ufaead m femener dfes
TeeeHenT ST THHT HhadT de ST T B | HIT
BT FHIET FEI=T TRY gTHieT Tk U< I 3o HIpRIeTarenl
TEIT TEhT B | TATOHT hiet S a3 siferer arsmr fafy= 2ve ae
QIST T IATHH TG F31 AT qaT T iaemee AT TTeshes
G SATE TG TR § | FHEEAT TT6sh ARTvIaeteh!
giaemers qeger M qur fefsee sfws glaumeears @
qE T AhTEr Q18T 3ETT HISTY=) Sehel AT HIsTSel
e AT HATeT AT & | THehT AT T e Ufafe
Hfedent AT GleTes YeH T+ HUET IiT sk 317 AT ol
T | ST digea! QAT &1 iy e #1e wHfaue
T TR FE | TG ATSYey ShAT QAT JTehT
UTEsh HETITaeecl STTEAT W 1€ ud i Sfehr ger
“oo SR HIE U T+ HHgHS | I HIS Whd TR
e TavaeRT =T Gopshare aTfieh 3tfushan ST Soit
“oo STEEh! FHUY T3S AThA TS YHHT T Tags |
SATHRAT TS T UTeshel Ueh U2k o Udeh Y<eh T Ueh SIS AT
ITHTERT T Yoo TS T HRIER T FHGHS | T Aohel
SRl AiaTSe Afeher TftcTehy ATemSemiaeTTs o i T
gfmTSia TR T T GioeTeE oF ¢ ATee A HaT UeH
TR & | &Xeh d8 T AWRTeRT ITEshet SR & T festre
THUshT HaTSer ST ATt ATEATaTe Meshel SHES Sl
SiErhieaTe AeTee f=ms, T3er @are 7! SraET &
w3, fafv=T Samewent foet fo, Tepat eI FTrTdEET ook
o, weretTgeean! feshe e, fomment fufaae fat emrerdenT
I FRIER T T | AR sffoh® HaTeh! TMT Fia-an
gty et 31eRt @iy fefsree dar & | safa T deemTa
g3 AT TTeF HETgHTEREe AT T Aoy it demermT
Teoh! §-ete Sfeheenl ATEAwEe UTechaee! g qUaHT STer
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Figae T FRER THHRGS | JEHT a1 Fehel ATEheER!
giaamars HegasK T RETe SR WrdT @ied gk
HaT UG TG TR & | AT I 91 fagemT &g e
TTEshEtel dieTel §etAeah! T T Sk @TdT Wied Tags |
& T ket TTeshgeel QR Code wfafurenr Tt MY wh
BT THEEIITHT & | Fohel TeH Thaget fefsieer Jamer
FHITFT JTEHDT SNEHSE FoTehT HIT<T a6 TN Teh!
3T gefiet ferusr 2 |

Il MW Sk AR feme @Er @,
STEASTE 3 sl STAGT T Hich TIdehT Giaenae qi
Y& THHHT B | ATeHh! TeS ok Ugs sl ATATHehar
B ST ATt gridT et fafu=r fefsieer dameea &
HUTHT TTeh HRTIWIGaTs Hesidl UaH TTHEgeT & | el
ST fammr uf &t far glaarars o afega T aiersi
TS TR SIS TP T & & |

HEAWTA IR IS

(Corporate Social Responsibility)

Tremfa Sfere SRIaTERT TTemT ool GHTHRMT HTH Shi-d T
FUeh I ST GATHTRT hel HIT HEATTT HTHTIS ITET e
e T faf=T FriEenT T e AR B | fanw W Sher
TehTIETe difedqeears HednT e AT & |

qeterr Srafermr sehel AT ITETIT FRIATS TH=aLr
fad s1ma HrwT favanm Sfgusnt SIAT TEMTERT =TT
i fafi= o qem derers geanT Mehr foRy O ST
FHTRT IU=RAT 9 e Mehr oy | o W fafve
faemera wa o, JaoT EEsE qur S aEedT
HEINT TehT @y | 3. R0/ e AT T =1e] 314,50 8Tt
T TTUhT HEATTT AT ST Tcdehl el T Hies :

FE | FUEE ThH (7))

¢, | HHAR IUER HIS 2% €,2%%,%R00.3%

R, | e 2R T AR ATRT fafy=T | :20,0c4.03
HEATERATs TN

3. | eTTieTmiemer &ra faawor 240,000.00
¥, | Terastgr afeeuet g wam fmfor | woR woc. vy
W. | FEARIIT HEHT 222 1BR3.3Y
<. | Aty fmior 3186,34%.00
e, | B, €2
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ferdmoT dar

UTesheedls AT a7 UeH T+ 3L TTed dohal
JTE JTele T4 Remitap 8T & k! & | Shhl Remitap
ahd favaesr fafa=r Jeretare desr T aXerewmT feauwor
NETsT 329 ST Sehel e TR © |

ket gTet {1 Wiaeh! Nishi Forex and Leisure Limited @=m
Canada fera Swift Remittances Inc. ST fauwor @rgiar it
FIER G JIHT TR S |

TR Tty ITEEaTe TSTERT ThH SohehT V0T IRATEE qoIT
LI BT WHT 20,000 HAT T&T YT Hrgeselle UTa T
qieh 3 |

JGFHT AT Sohel T OPeR Fradiee sied Western
Union, Money Gram, IME, Prabhu Money Transfer, City
Express Money Transfer, CG Remit, Xpress Money, Sewa
Remit, Himal Remit, Samsara Remit, GME, |-Pay Reliable,

Ez Link, Nepal Remit, Esara Remit @rTrra &1 gwpiar T
HEST ST TSoT ebTiehT sHareeT fielTs @l |

a1 gfafy
TS TTEeheh] IaeN ITHT UaT UeH T 3UHT § | HIE -
2%, of frmuent foy uftferdar o0 o sehel STHT TTeh

TRIMTEEEeTs GeT Siateel HeareTe JRate 5 e T gd
SITRTT HETT TS TRITH & |

T TGt STTURT Tt STRITREelTs ST HaT SI=HT Sies
T SleheT ST TFOT Digital SFRIEEE T T e Tegeht |1
vfefrehr T ferstT skt T Ffafr s shiemeTs
ai ek g T TR 6 KT SINGHATS =T T
ST GETTohT HTEA T ANEhIEE ST e 30 & | T
T T fafeeh! foehrad ST SHeTihers 9 Tad, giie
3 TicreTericeh SIS st STTaferer ST 9T T fareemmT g
T forshrer dTfer o Tt o1 TeMTT TRISS STTUGhT & | QT
AT THT TARRT SaTearehl SIeSE TiT I sohel ST T
Sifer= woTredt (Core Banking Software) &E uftard T feer g
TTeharTeATS T U T ST Hall a7+ Tt JUhT & |
Sieh TTOTERT X3 SNehT TR STEFET T T UfaferehT &smT
TRERT SieheT TRERT JUTeEl g T STTETR Tkt &

» QT AT T ATGhT SaTealehl aerslg ui fammd Re
SYRE TeTT ekl TTfaeh Gt Jumiet (Core Banking
Software) @15 =1 =7 TwWT = 9REaq T fer mE
TTEehartels TR &9 &R Sfhs §aT Je T e
W,
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» Tefsee aemmeme =t st st oier dferrene 72t S @mar
T fetrme QT Wiew |feh ST TiuehT,

»  SeeRT arTeT Fviteten! oA fefseet Areamee 3 v o
ST T,

» AIeteRl sffehs aEmT § ufeer doe o fefsea e
Remitap 2T G&aTd T HraTet TRusr,

» TAETsd dfehE T $2tie dfhwas ond ot T gid SIS
fefSieet RSN o7 Aredtied Tiwsh,

» Mobile Banking, Internet Banking T ggfeator T Ti=Tdt
a0 @it OMNI CHANNEL & 9fiehed T T SrTerdreht
ST TTRUERT T ke TTaTemT @] 7 AT T,

» AT Ued Seen! oTedl Tes ST=iieh ST Tafstetor qer

el AT Loan Originating System, Document
Management System / Business Process Automation

System TTRIA fafiT=T TUecRIEER! TRNTETTS SIaTaT fagushT,

» T wfaty Tt SEHeTs =T T State—of—Art
TIATSIehT SRIRT TTRTEhT,

» TEQl NTechetehl deAich YUl AWM g YT asmT
Disastar Recovery Site (DR) T TTIAT TR & 91 Near
Data Center (NDC) T URehetumTeTs {8d &R 74 SHEAT
|

HAE AR FGEATqA

ovc NG TUTGHT SHAT HEHG  FAGEATT  Taehl
FHUTTRT HEAT <3 SHT T 3T FHARIEEh! H&IT ¥R SHT
T el HHANT HEIT 2420 ST LEehl & | HHIET J¥aT <o
ST T hHERT T a9 wu SHT HUERIEE sl Jamme
JTEHT UHT B | HA FHARIGEH &30 AT (¥R Uaswd)
TfeeT HUETIEE WohT S | HHEKIeeh! 3 GerdTeh! JoaTe
T AT BE 35 T HIHHrTeT TRt e
Touarsd womel (Performance Management System) @S
AT 76 ARTURT & | TH UoTTefiel FHHATRT ik e
(Objective) T TT=Tews (Quantifiable) gearmegerd T e |

ehetTs Taret, Ufaeqell, TITEsRl T ahel SIS Hel=T Tg&
qTaeh kel HHART G | Tl FHHARIGER! Fraraenry,
FrfeeramT ifaglg T arferder 3 Skl TheTdTR! HATIR
fmfor 7d® | I ATt SIgER Sehel WG HETHHhT €T,
gl AT Aqcdehallells 3T gl ™ FRiER 3w
YT THehdT™T TEehRT @ | AT, sehel e GHTEMT THTEHhIT
fasr T FEmERRT fehRIel Akl HT TedTad @de!
3 gfaerdel g7 T3 hHehT HHTeTS JHan &9 fag amr
T ST T A fetushr & | gefrerr stafemr fafe=r o
qife FHORIEEATs JaM  TNUHRN & | AT femm ofq
FUENEETs Teyr auT fagemr ST g fafu= arferm
qIT IS eenT Teum TS T 3Hieent i T gwar sthafg
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T HEiTs T fede |

THeRT T FHITS 2% T THIHT U FHATIRT i faerrashr
T § @fe Iéer (E-learning Online Portal) At fafa=r
fervmTent 31 ARl - STeEeRT AThT Ui ® T o
HThd ST TIETOT I HodTs T e THeTsuen! |
TEHT TR TRETT Seheht ST (Database) geefid &
TES | § AMS ATthd HHARIGERT ST T TRETUHT STRTTHY
FeigeaT i fatar fag @ | St ufeer sfa fad smua
warey femT T afesh geedT famT TR B |

I, TRl ufaerufcres T HErRl wianT O
HIEehT HEcaqu! YHeRT Ta- {0 UTd ook T ol & | FahT
i T T AT A HHATATS Seheh! HATHT S Tt
SR T HiE | T SRR et e st
T T ISl SAAeId T T seheh! BTG HETe Traeff
TevereeaTs THT |TveT T e A | AhehT HEENIEERT
AT GREITATs Seaay yTeifHeshd™T Ui AUl ek
o T, I qT TS Geat Srel ShgHgRT Yeand
TTTUShT STHTTSTeh GUEATohT ATSTATGEaTs —[AH SATET AT STTHT
FHATIEEeh] ATHTISToh GLaTeTs JUIRTHT T TRU & |

FHAT Q@ qor Glererw affa

dfers aE™ A g A Faterd Sifed fe
SIERT &7 | i 3o UaT UG T T SITEHehT 3ted
SATEATY TT-eRT TATHT TETH T ST ST thoh! STETIehdT
UES | HETH S 3 Soheh! STetar ST HUehIeT ORI
STHRTTh SATRTUT T, STHIh STSEATIAATS TR 13T
RATEATIHT TgT T e HaETrehT TTashiy HoaTerehT
AT TR T ST JRIaetsh T qaTrS THaEg
9§79 | IH SRHT TR RN GodTeioheh! HTSTeheadT fHT
RIS Ui Tewfiar wHERT ST qr g afafd @ o |

9. = T
2. | wouTe ot e .6 SRINED
.| gt o ST G qe=
3. | UqE ®EERT AfEd off @ g qaT
¥, | e ygw o st off @i fea L)
W, | ST ST T A UgE T e | dee
gfaa

FHERT TaT qT giaar afafde! THE 3 Sl SR
AT G-l il TAT HIGUEEE qIAR TR HodTeteh aidfd
THET UIT T JAT AT BIHT I AT TRt TuiewenT
T fof SEIfeTT YUkt FHRiEEh! STHHRT dearees aatd
e A T 16D |




fau= =t #w=it

sfehel UTeT T Sfehehl THATaRT STfaT W Uerer T 3Terey
FOHT foo=T AT eIl TS 7TQ SMUhHT S | I Sehel AT
T Sepgrr ufeaiivg fau=r anfenr ufge™ T gerer o
faf=T ST ATRd WRISTTREs @9 399 T el gaw
TS SATTHT T | TR Agiaraaqul heil sl ferefienr TfemT
@ a9 et forferad AT TSR aetl, Sefyrer UsmiaTe
ehehl AT UNETSHAT hoil, Aiea Iuwfererdr e, afed
e saE fasm #eif, wrfatuss farer qur saawfas
qife heil oTfE JaTE 18 TSR & | dohel sATIEITR
I AT TSI SATTHTIRT FagT T Jeare Taf ASTTRY
sthyafg T Sever fafaw saeE™ deter e @t
TETEETs Hgferadqul SATSIEWT AT iy qor
et FSI AT YGH T AR S | TH dgferraqol el
ferer Tl HamTEEEe < WfARTaHTT SATST TS UTed T
TSR WUHT S | Y FsTlearT AW g5 &SIN aie TTeehal
I AT el TaT IWANT 718 3TTE WIHTHI B |

faa=T ot sil 7T €8 TTehT & | SERTgaR UK AID Ham-
T g BIEHT HEITHT ST fusfeusnt e fafe=
AT ITHT sl GiaeTesarrs TiwTsi TR Tet 9T il JaTe
T HEATE AT fesuel & | 9T, St @M TR,
JaT TRISTR, AfecdT 3T0 ST S=e®dT eTHT T Hifd
TTET JHUSERT Tl T THIY, g BT TRETSHET
deehrd T ArE IfESHT ST QTweRT W T wigar
Jerfieeas fomT fadl 1l HaTe T gt e JATesT
HOBIAT TR FHRHAATS ST TeEuH § | fau=T aferers
TSR SIS 3eWIel HTel USHT 3t HRIhAS H9h
T HfgcTe®eh! Sfia THT Soeied GUT A3 T9vaTd el
et |

ST Sehel AT fhTEEen! HY SHATERMT SATETIH I
=i1e] st el agfd 7 See TRy HISTTeE e e dar
HoATAHT AU & | Sohel JhUS Tl T g BT
T T R $eTHA AT el dewrAr fafer ox
TolectTenT fhaMeTs Ye T T HoeTel=AT <aTTahT 3% fham
IS AT ThaRET &% ARG TR HT el A
TS AT UTed TS | TiEe! SUTHT 3T S-eiSTet TaTereiT
I, Atk TofoatTeh! G 7T UT.HT STaTeerd #ff TTvhT ARy
It AigeT TEhHIHT HUhHTEATs 3K 1S YGH TR JaTehT
gEATa TRUSRT & | T T FHofier AT qoT Teaspha ufegm
Sehel Bfge TRIftE HISTETE Tl dieTel THe | 3% fham
TG HTHT HSAT 3ucrsy fomr fsr & ™ #ReR ™
e |
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TEAWTA JIEA

sfehel HEATTA ITEAATS Tad 3o UTIfehamaT T 3TTTHT T
HEATTA GRITE TFsrwelt TAde qom iu=essh! quiedel ITerT
TREERT & | S qur faxftr g gt y=fed i, Jae
T SRERT ST TGS U& qiusTg®en! qoT &9HT T TRTERT
T | SoheRl TeiehTel AheTarehl AT TTEeTelt SemTa
e UfEd Rl Tedieis afifd qur SIaemaEe
FreprreegT S Hifq we fQeeRT e T gl HemTa
e T ST TS T mifde FET STITHA TTd
STTH B |

IS T Aol ST TeT Uehepd 9w wr=rfera O,
FIGT FHITSTH HATerehel TTeT T O+ STTER0EE I9 SehaT
HeaTeTheeel qTeHT el 8T a9 Uid ediars |ratq g
iderg ol & | TUTeT T ek T JuTer Ferdiosr shdet STRY
UTEHT T T ShehT HIREHIEE AT doaTerdh aftd qor
FIHT STATHET T TG Tehl & |

H IEWEH WHIT aF T™ T W S-SR FeTeishoh!

HeSTeheaT STiEH saerd afafa (RMC), AML/CFT afafa
T afts FTFRIT dedT SRR atafa (EXCOM), sreema
eHT Faeras ginfd (CENMAC), avoit/ aTided e

gfafa (ALCO) wrmraraeht fafv=T afifase fhmferer et & |

AT et guTet

TRTRICERT SHTGHEEATS ~[eRL0T TG TTeshar gealTs &RIT daT
gl auT aTHishdieeas Iedad Yiahel YeH T4 ee
SATATER Fore=1oT JoTTet guaT e Tad Ufdas @ 3T & |
Sehehl TR TH=I0T JUTTedt T THehT TTahTITeRT THterr
T ferart geerets afafaar @ | ST T AR
rEaierer affa T et faf=r Management Level
qfafdeTe HATTEh TR0 Jurefie! TTEehit JAae e T4
TGRT & |

kel 3T=AEh TH=I0T JUTefielTs UMTashit 1S oied
IET 2¥x T 9T Fe Afifa, frem qer wrifatuse T
T S TRGERT AT TR Mot T HaTeeh g
TS HieY uifsTehT HRIE T TR RIS Femreiel
Soheh! HoaTeHT SITNEGHEETS ~fehT0T TRERT & | TSTR, e,
oI qUT A SINEH T 3 SIHTGHETE Sohalls T e
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IcuhTicH, SHher quT gUTHT STEETs HEdToR o
ehehl AR TI=I0T YUTTeAT T IHehT THTerhTdTehT GHTET
oA HiHider e ATTh! 3 |

Yaar foia e whawr @t Sitew aet e
AETIRATATE HA] e SIGHRT AcUHTieH, elehTia
TTIEEATS [T T deTeish HiAfa gad Hfads weh!
T | JHRT AT IR THTARRT ATk FHI-=0T JuTTedt
woraTef =nfee shrifafies qam T FRi-E i 18 SATUHT
Bl | TEAT R TTEE T FTHT STTGHeRT Tig=T, TR,
TATSH T SHSETIHT HEaqU ARTEM =T3S JTTTHT & |

geafa fgaoT (W Aevefcs) famor

Gri igehlul qT SATdeharal TSharehettonT faxiiar T
Frramor grarel SRR wTEsRit fHEesT v farureRT @it
I Shet Tratd IIfgeRtor FameT ¥, 0%y, Tt g
framor femmeedt, Row3, AUt U d% T fadf SIHER
SeRTSel STRT TRhT TISYH o TRasier dieh SHITSTH STawleh
i, fsham T Termeent qeiaT T SHRT=RT 7 STTHT S |
dherT EuTeieh ST ST Shehiehl HATSThcTHT TR
YGIRLUT THIROT qT SATdhaTal ShATRaITaAT forciter erTHT
ST AavIw Aifq fm T W wEieT WeT yw
ILTIAHT AT qRITT GEIHT T STdsharal HRAAT faeir
AT Temor Tt afufa we i © | 3w dfafaer
Mt frofaee qem fofy smifs wuenr srfeeanT STeRHY
HeTereh afafd arer Jeqd T TiesT | e dife Hifd qor
FRIEEhR! STITHT T ATHT Sehehl T HRATAIAT TH
37t AML/CFT Unit @eT TRUET T 9edish STRAT s ieraET
KYC/AML tfrepd dieht sTravareh T fag awafa grfgemor
(Tt arRveies) THamor grarft o qur st FEfeeT
¢ SATHT T | U UL slehehl THavM, yeifera afieer qur
JT=ife yrae 319%T AML and CDD policy, AML and
CDD Procedures 3Tamafie T shi—aae MU & | &,
FTEITIRIT T 3= FAEATIHEE Wohl qOaf FFgahior
qUT ATdehaTar ThATehet|T fa<iar T THamoT araet
SHTEATI GiATT TR TS T |

CLCIL R E Lo RED |

siReRT aTgHl TR HTURUT TTETe TR oraTHRies ot
Y U, 31T CHITHUSH, F1ES UHISUUSHe slehehl shIUe qoT
T ETTehl T TIHT T@TIHET T THe gfaded 3ucred
TTSfeg YUHHT HodTeish Afafaesh! awae glfdeh g=raTg fa
el | #ff U, U AN tAifauey, T Uhevevelet sihehl

IT.T 00/ 0¢ ARV TIWTRT T FIHT U, 083
T 222 T 28R qUT sfah qT faiier Heem qvarfeey U, R003
T &R T &3 SIS O T1ge6 7 O §059 |

AT Al T AT GHITHT WTHT TR
sleheh! TomTeteh ATATAHT HEATIH HILLIEEeh! ThTE 3 ST,
HAGTIROT BEEehl qhale 3 SHT T Ta-T ST
T ¢ ST T el © ST ToaTeishe® & Saael |
AT HIETEEeh! qhaTe TR g YUHT TTfae ST
off Tt HWT = T FHHTIROT TRl ahare 1w
& W Fifereh oerrereh 2fwdt fatr st wgtder ST
FHTITIATSHT HROT GelTelsh ATHITHT &l 1 T THa SHTS
fag wshr TfsHMTETS Fad: ffd R0/ 20/ AT TEHT
¥¥o 3 T fufd Rowve/0% /% AT sWHT w3 3 HaTA®
AfafaeRl SashaTe Tiepd MU T | dereres atdfaar i
% T 3th USEEHT THfd R09e/03/03 HT JUH! Gah
afafanr ¥¥o 3T AIFaC GEATF GIEHIEERT ahare
® Whl TIFHT HEATUh AT off TSI S
e Yty et ur.fer. &1 aware yfatafre w w
oft eftere faeer T fafd Ro0ve/0% /Ry AT AT HeTerh
aftfaenT ¥ ¥ 3t JeHAE FEHTNUT JIETgeen! abare i
T Toh! TTHT HETEOT SReT 2fiudt ST ekl |t
HaTcThgEeh! dih! hRIhITTIEh AT T g YU & |
Ju{r ST BTt T sfe HeTethee g WUR © | 36
HET & T et atafder Taeer T STgHIeheT ATt
T e HTEOT FTHT T TRUHT & |
(9 reme g1 faee yee waar

(HEITIR HIRETEERT ThATE)
() GoaTEEw ST QI &4

(HETIh TIRETEEhT qhaTS)
() oA S T TR @

(T ETETT ST TEEhT qhaTe)
(¥) TAw =T G HEd

CERERIEINED)
W) "o i o g dEw

(T ETET HEREHTEEhT qhaTe)
(8) @=aresw it gfvses e

(HETIh AIRETEERT ThaTS)
(9) G=ATA® ST qIAT FH

(TS ETROT HIEIEEehT dheTe

FSATF TR T5H

siohenT ToaTee HiHTdeR] dodh fae Ul TTaEM 3TeT
T ST ST TEhT | ST STaTaHT HodTersh iHTash!
FA ¥ T 3% THRI T | FoHTAR AHIART SSHHT ShehT
T wRER fed AWl ©Y WOR B | 9w
AfafashT SSHAT HoaTersha®eh! Juferfa T feieser uTed et
TeRT ToauT T STgHR @l ©
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L CLored WUH 95F | 956 Wl T
e
37ere 1. Tt e Hear ¥ 3,%0,000
HoTerh ot U9 &, 6. 3R 3,%%,000
HaTereh St MdieRwT =T 23 2,4%,000
gk Al ST Johs G 22 2,33,000
HTereh ot faar yepter Mam 3 R,9%,000
HoaTae AT sfoaeh faraar 22 2,33,000
o ol Yo Hed 32 R,9%,000
T #fiudt fastaT Rt ¢ %000
RE

arqut geRt favaeE AT it ST SAR TR AhdTs 3TE
e T TSl ST HodTereh Tiffder 3ugt fHufaes ma sTewant
T | HaTeTsh |fafder 3Mher STt d3ehere ekt fuiages T ar
Futerhr shrrieaeRT feerdieT drarvemT U JahuT afger m
T T | @1, Aforear JATEh AT Heetsh AiFTqeTe YUt
Tuteresent rri-aa feurdt areremT TR JuTioesh SET FiReT T
TURT & | FehehT STk Affaeter TeRT Hfee aod deresd
afafdenT JSeHuT UST TR SeAB qIT TEweh ol T miwsr & |
ST fereenT ufy daa Sehehl faqarrs et Telt ST YfishT
Tate T SehepT GemTerss afafa ufdag BRI |

@ qTEuT afEfd

JUTT T sfohel dlehebl feyHenT aftfafys @ cramaierr
afafaer STHT F TEIET T IR T | Sehen! ATRIH
STTEATHT  THIET, W@, ol qUT 3Tdieh  IETIRIET
Frdfafy, AT =0T ST IWRh VT THUHT T Tt
HIehT TTEHT ST THUSRT STTH qIT GUIAET0T 7, sfruT TR
T FATAd T qOT &IHT qTeT HUehT & W1 favaed g
Soheh! STEATI T ToeTel-eh! (i SHaETIehta a1t
TEITEehT TRIETOT T, TS, T 3Tiieh @TIiiereh qeiT ared
AQIHER U TR AQ@TIIET giqaeddr Sficamsuen
FHIBITEE I TCATIhR! STATth TFST-T fareqd Serthet T
NI W Ao SFaTATIaTs ATavas FaeH fag awr
YT TodTereh ATfaaT UST 7, JUT T sfeparre e
e guftereaor T ufdaeTaT et faeH / Siwaaesen
FETIT  WU/TAURT  TERET qHET T qer dr
fovaesenT stiveim T geaTae AifaaTs SRR RIS
FRAGTRIET Affaet MehT © | IJHHT GTe AiAfaer sepehl
e Tt foerures o, T SHET TS
STEreIdT, TTRTRAT ST HUIEE ST T/ TR
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Tefterr T geaTeish AtafaaTs STEwE b fad, ATieh
TraTIRteroT Fraelt aftom T eraTaRtaTeRT Rt AT fasmd
IgHheh] STGH himd =i oRarRieer gone (Risk
Based Internal Audit) @7 ufg= Wushr STifemehT &Teears
gfe= T AidereaT Gl T 9T T9Ush! 9= fawemr
T farvered g TehT © | Aeheh! SATANGR T ITed AWTIETheT
gfafaar fad uge T aRe | AT T ool fdeE
Iy T FESH GouTeidhen! HaISToheadT 97 Teholl
IR FERRT FodTare T STANeh @& favrent e
HeET Giee & T 13T WUehT AHTquT 8Tet T swfsment
T W T |

.9 W 93
2. goaTeieh #ff g Hed SRINED
2. oo 2t farger geRter Miaq e

ge= gtae

3. AN CaTHRiEe o s Tes

Sifaw saeeamA afafa

74 afafahT geT ST AU T Ahehl Ulthepd FaTHe
J9 Giafaets disheh! M, el T IS I&T e ST
Fr=affed qur wfaemr T g fafv=r sifawee (F<,
TR, HeaTed ME) T Ufed™, AT qT LA
T HeuTes Afafd quer uiddeT YT T qur o greemt
h IS ATE9Teh e feqent @it it swriewi
TRl HATSTeheadT T SHifol IR Hewf Sifed
STREITIT HiHfd &Rl 3 |

&9 aw <

2. | HaTee off S ggR G SRINED

.| HETeTh ot e weEd g

3. | U@ HaTe Afushd ot A gadt qa
TS SITEH ST

X, S S qowg giaq

qrfa EH0T T AcwAE wEAr facfim s
frarur aRedt afafa

sfhel Trafd SFEeRET (T Rvefts) fHamor ¥, Ro%x,
I gret femmEeft, Qo3 T AUTe T Sehel ST TR
TTIHRT TATEHT Td SATTHT & | T G0 UHATT T
sferel TTereR it <fifa, e T fcferehTe® @ T @ TTieheRr
B | GFYT IR HaRUT T SATdRaTd! FRATshetTaHT faeir
AT =T ey Aifd frg dm W ERie e
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T 3EIAHT T T FHRIHHT HaTeisheh! HarsTeheadT fet
SHIfSTT Tl YRRt quT STTdehaTdl T faedie e

Tramoor grer=dt afafa e T 3

%.9. qH 99

9. | garcreh ofiHdt st ShTeht B ED

3. | HaTe ot gfor faeer o=

3 | V@ SiiEy e qaT
rferepe oft feeht wetrg

¥, | UgE ST g
srferepa #ft o= fo @t

W | i e (AML/CFT A Hie
Unit) ff afaw arer o

rT YJETROT T T SATqehRaTel ThaehettoaT faciter
ST &1 31wk Afq dorm wEieehT SITHT THehT @it
SehenT himd wETAET T e AML/CFT Unit @t
e T T AT FEieraeer KYC/AML sifasgd drent
ek feee fag arafa syigeor (vt aeveies) famor
et U qT TAESTehT UTeHT §3 ST & |

¥ giafdge

T T Ahehl AT T S qem facfr Gem awer
U FHITSTH T3 WUHT Ioaiiad affaeeeht sfaics et
afafael S WTE YATSHeHT ATHT STEvash USRI STFTEITHT
Tfyera & arareesT et fafrad g disr AT SR
o TeTeheh! HATSTohea T ol AT Uferarfsra afafa srear 3=
affa/ 3q-gfafq me ™ M T |

AT HFEAT

SeheT e YT T TRt (Stake Holders) g&emeht
AT SAEH YSHETs 3o Freifiehdr fausnt & | a8 dwadr
TaamuTe® quT Sehet U&7 TafI=T HaTe®eh! SRR fafa=T
A T U Jeheh! Jer@tse www.machbank.com AThd
TR TNehT © | AT AW THIAAT ATl qeT ST
Fqur fostar g1 ofuer fafu=r fermmomeesr 3faq fremt
TRt 3UgTh T HEaqUl ol aTfieh ATEROT T SUshiel
TS YT HETIITEEETS TTHT TRl 98 Sehehl STTaHT
BAB T TR TEhT & |

AT T T

TTEharelTs L-aL ST UG T+ Tfqaaar T AT gIamsen!
STTEYRAT i T Sfehet ST TURIT ITEh ST sheg TITHHT
T fafv=r Areee STed Miarse Sfes, dedmse, 3hd, =
e 3Tl ARG HTEhEERT UidRaAT qUT faamee Heha T
FI TgeRT AT THTET T HEETEE 9T T g g
TG T R G5 ekl § | 99 HeMeh! fefaans s
el OTeeheh! TESiaT T ket fefdest &omm gem amsd

Ui Tt TUHT S | TE Sohel AT.T. 006/ 9¢ AT TTEHE
RoWoc THTHIEE YT WUHT T df TeT 1%.33% HHTYM T+
TEIH HUHT S |

HS( qan glrafsraa

slehehl SAfereell Ttieh TTEIROT TTHT Hoit/UTied T+ TrarerdT
. €T, ST HATSTohea ™l TSI qoT Ulaatsed |fafa 1T Ty
ar afafa arse et/ writd arsreemT suest i, fram e
AT 3Tk <fauent fafa=T SeraeT =i Sawe T
TITRIE®HT BetheT T+ A RIdehT ShIAgeeTs THT=atdT fae Tueht
T

fafd Rowc WG AEAEE SFHI FA I G
? 04,30 %% %00.00 @hHl B | dhehl HATH Todawid

Wi FreHT FFER IS i T A5 TRl B | ST
ISt giig ASHT TgeT 3 Sl T SURT GEAT 7 E. .Y
376 TohHehT OIS STRT T Heheh! & W bl USfIohl 23.30
AT SFE SR ST TR T St g 7 24 anfieh dremor
HTHT ST URT T S | T8ehT AT Sfehel YSiT oI HaEr
ghg T EEEET TR IWh Sk T T den(sE) o
TSI/ UfFafsTaehl  TRTEATRT  TR-oHT OHd SeTvhetshl
FIATS =T feuet @ |
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YFIETE [TIH

a9 d ufq T T favamar w dierEqel arareroET
FRIAR Td 3T WUHT THT G TFIUT TTesharies gid
gTideh AT [T eS| TTeeh ARTJHIGEEETE Sehalls U1
JATHT TTEFHATEEATs qT TRIT ol YgH T+ T Fhieas
AT B |

SoReRT T HETTTaReeT Hedel qT STIeTel ®99T T3]
TUHT TN, HoolTe, Gubra, Tola qer anfesiaer mef § &%
JTSThT T, Icp TS T §HT TSR & | HIE
TRIEEE I9 o gl Ufd J@ISIUskT TguTE duT
Targameent @TRT HeaTere Afafa SR = T4S |

ST ToeT HETITaeEe deoh HoaTaiehT AT SrHiaTs
YT YUY TedH SRINIETS SHEHIYE Ta T Hicag
Weh! STRNT STRTd T3¢ I SAhehl 3-Iq T UTfehl T
REERaTe T Tt |, gwele T IRon ufd sasgar
Ih 1S IRTeReTe -t TN T BeHTa 134 favame dfeq
Sehehl awt yfaeRr Tafed wfdeg el favam faemsa
e |

sfepen! T IHTT T ST WIid o Tegfgept T
STRTITErReRT FHT Tt ATTeei qeiT §eT | fagg ety
YT TRTTEEE auT FEmasRT s U SN,
UTeT &oh TReoST 1of., Tafeud we fqeraies o, ar gorer
T ST TEANT ATSS IS WUHT ETHT 3T Hed T Trqof
fehTr qoT HETgvTeRE ufd ETfds sz T Ta wiermT
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afT 7 T TRTEERT A UTSte favare fauer S |
T, SRl Tedel &t Tt Bramsfier wE oreshantent
HATHT Her FrqUl FHERIEE 9 Sehehl WG gThdet e
SATRT TRT Wed T SRHISTeAdTh! ATHT foeiy 9=ree Yehe =
RS | AT ATeT AT TS Ul JreegheedTs a9
ST BTieeh g=aTe o ame-st |

=TT, T UTcATe%shl W <iSshl THIWT TWA &THT
fr=oTTeTs TR T I ST qTe] O AT qe

BTfdeh HITCTHT JIehTHAT o3k T4 |
HETE |
HodTeTeh Aigident abee,
g1, faws e |ear
e

i : Rove g wifder 3% T
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ferara= gat qar ferem e,
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SAR.

ASSOCIATES

CHARTERED ACCOUNTANTS

Independent Auditor's Report

To the Shareholders of Machhapuchchhre Bank Limited

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of the Machhapuchehhre Bank Limited (the
“Bank”) and its subsidiary (the “Group”), which comprise the consolidated statement of financial
position as at Ashadh 31, 2078 (July 15, 2021), and the consolidated statement of profit or loss,
consolidated statement of other comprehensive income, consolidated statement of changes in equity and

consolidated statement of cash flows for the vear then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements presents fairly, in all material
respects, the consolidated financial position of the Group as at Ashadh 31, 2078 (15 July 2021), and of its
consolidated financial performance and its consolidated cash flows for the year then ended in accordance
with Nepal Financial Reporting Standards.

Basis for apinion

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

Emphasis of Matter

We draw attention to Note no. 20 of the consolidated financial statements, which describes the
accounting treatment, which is not in line with Nepal Financial Reporting Standards, on account of
merger of erstwhile Machhapuchehhre Capital Limited and Kriti Capital and Investment Limited to form
Machhapuchchhre Kriti Capital Limited, a subsidiary of the Bank. Since the subsidiary company is not
material to the consolidated financial statements of the Group, our opinion is not modified in respect of
this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in the
audit of the consolidated financial statements of the current period. These matters were addressed in the
context of the audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. We have determined the matters
deseribed below to be the key audit matters to be communicated in our report.

8.N | Key Audit Matters Auditor's Response

L Interest Recognition Our audit approach regarding verification of
The interest income of the bank has to be | Processofinterest recognition included:
recognized on accrual basis and following the | 5 Obtaining clear understanding of the

Interest Income Recognition Guidelines 2019 process of accrual of interest income on
issued by NRB. Though accrual basis of income loans and advances in the Core Banking
recognition is prescribed in general, the guidelines Software of the bank.

uires suspension of interest recognition on
:E::qmal basis for loans and advances u‘?ﬁh overdue | P For fair valuation of m!l:!iera!_. we relied
of more than 12 months whereas for loans and on the latest available engineer's valuation
advances with overdue interest/installment for 3 of ,th'? ml]'&m'"f“ and have test checked the
to 12 months, interest recognition on accrual basis hair cut in fair value of collateral as per
is limited on the basis of result of collateral testing |  VRB Income Recognition guidelines 2019.
as specified. Given the lack of system capability to | e. Test check of the interes king

suspend recognition of income on the basis of
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overdue status of loan and fair value of collateral
as well as review of fair valuation of collateral on
regular basis, manual intervention will be required
in interest recognition process and hence create
risk of improper application of the guidelines and
determination of the Fair Value of the collateral,
This may, in turn, have effect on recognition of
interest income the bank. Thus, we have
considered it as key audit matter.

with manual computation.

Our audit approach regarding verification of
process of investment valuation,
identification and impairment included:

a. Review of the investment of the bank and
its valuation having reference to NFRS

2. Investment Valuation, Identification, and
Impairment
Investment of the bank comprises of investment in

government bonds, T-bills, development bonds and
investment in quoted and unquoted equity

instruments. The valuation of the aforesaid
securities has been done in compliance with NFRS g
and NRB Directive no. 8. The investment in the
government and NRB bonds and T-bills should be
recognized on reporting date on Amortized cost
basis whereas other investments in equity
instruments, other than those held for trading,
should be valued at Fair Value through Other
Comprehensive Income.

Given the varieties of treatments recommended for
valpation of investment based on nature of cash
flow, the business model adopted, complexity of
calculations and the significance of amount involved
in such investments, same has been considered as
Key Audit Matter in our audit.

issued by the Accounting Standard Board
of Nepal and NRB Directive 4 read with 8.

. We assessed the namre of expected cash

flow of the investments as well as the
business model adopted by the management
on the basis of available
evidences/circumstances and ensured that
classification of investment is
commensurate with nature of cash flow
and management intention of holding the
investment.

. For the investment valuation that are

done at amortized cost, we checked the
EIR and amortization schedule on test
basis.

. For the investment valued through OCI

for quoted investment, we ensured that
fair valuation has been done at the closing
transaction rate in NEPSE as on
15.07.2021 and for the unquoted
investment the fair value has been taken
as the NPR 100.

Our audit approach regarding verification of
impairment of loans and advances included:

3 Impairment of Loans and Advances
As per NRB Directive 4, bank shall measure
impairment loss on loans and advances at the

a. Review of the overdue statos of loans and

higher of;

= Amount derived as per norms prescribed by
Nepal Rastra Bank for loan loss provisioning;
and

= Amount determined as per para 63 of NAS 39
adopting Incurred Loss Model

As per the norms preseribed by NRB, provision at
prescribed rate should be created on loans and
advances based on overdue status of loans and
advances as well as utilization status of the facility,
slatus of security, borrower’s whereabouls ete.

As per NAS 39 read with NFRS g, impairment of
loans and advances should be made on individual
impairment basis for loans and advances that are
individually significant and collective impairment
basis for homogeneous groups of loans that are nol
considered individually significant.

On individual impairment, amount of the loss is
measured as the difference between the assets’

advances by obtaining data from the
system and matched the same with the
NRE 2.2 report.

. Sample credit files were reviewed, among

other things, from the perspective of
utilization of loans and advances for
intended purpose by way of scrutiny of
financial statements, account movement,
account turnover etc.

. Expected future cash flows from the

individually  significant loans and
advances with indication of impairment
are assessed on the basis of realizable
value of collateral securities based on
management estimate,

. Grouping of homogeneous group of loans

was assessed on the basis of nature and
purpose of loans and data of historical loss
experience in portfolios are assessed on
the basis of past due data from the system

¥ O www.machbank.com
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carrying amount and the present value of estimated |

future cash flows. Under collective impairment, loss
is determined after taking into account the
Historical Loss Experience in portfolios of similar
credit risk and Management's experienced
judgment as to whether current economic and
credit conditions are such that the actual level of
inherent losses at the reporting date is like to be
greater or less than that suggested by historical
EXPETIENCE,

Given the fact that impairment of loans and
advances under incurred loss model require
assessment of future cash flows as well as historieal
loss experiences of portfolios. Further, impairment
of loans and advances under NRB norms for loan
loss provisioning will require assessment of overdue
status of loans and advances and proper utilization
of loan for intended purpose. Hence, assessment of
availability and accuracy of required data for
impairment of loans and advances under incurred
loss model as well as NRB provisioning norms is
regarded as key audit matters.

Information Technology General Controls

IT controls with respect to recording of
transaclions, generating various reports in
compliance with NRB puidelines and other

compliances to regulators is an important part of
the process. Such reporting is highly dependent on
the effective working of Core Banking Software and
other allied systems.

We have considered this as key audii matter as any '

control lapses, validation failures, incorrect input
data and wrong extraction of data mayv result in
wrong reporting of data to the management,
shareholders and regulators

the defined group in the past

| " Our audit approach regarding Information

technology of the bank is based upon the
Inforination Technology Guidelines zo1z
issued by NRB and it included:

| a

Understanding the coding system adopted
by the bank for various categories of
customers

Understanding the feeding of the data in
the system and going through the
extraction of the financial information and
statements from the IT system existing in

the bank

. Checking of the user requirements for any

changes in the regulations/ poliey of the
bank

Beviewed the reports generated by the
systern on sample basis. We verified the
interest incoine and expense booking
regarding loan and deposit on test basis
with the CBS or the bank.

We relied on the IT audit conducted by
the bank,

We verified the provisioning of the loan
and advances based on ageing on the test
check basis as on 15.07 2021

Risk Arising out of Data Migration

The Bank has migrated to new core Banking System
viz; Finacle from existing Globus Tz2g system
effective from 2078.01.17.

Change in the core banking system would require
migration of data from existing system to the target
system, using a variety of tools and techniques.

Since data migration process involves a risk of data
loss, we have considered this as key oudit matter as
such risk may impact fair presentation of financial
| statements.

Our audit approach regarding risk arising
out of data migration included:

Understanding the procedures followed by
the bank for migration to new core
banking system.

Understanding the controls placed by the
bank to ensure integrity of data migrated
to new system.

Obtaining details of closing GL balances in
the old system and confirming that said
balance is duly migrated to new system as
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an opening balance.

d. Confirm, on test basis, individual
customer balances migrated from old
system to new system.

e. Obtain  management  representation
regarding the correctness of data migrated
to new system from the old system.

Ir;lfnnnahon Other than Consolidated Financial Statements and Auditor’s Report
Thereon

Management is responsible for the other information. The other information comprises the information
included in the Management Report, Report of the Director’s Report and Chairman’s Statement but does
not include the consolidated financial statements and our auditor's report thereon. Such information is
expected to be made available to us after the date of this auditor's report.

Our opinion on the consolidated financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon. In connection with our audit of the consolidated
financial statements, our responsibility is to read the other information identified above when it becomes
available and, in doing so, consider whether the other information is materially inconsistent with the
ﬁnanci,aldstatemenls or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

When we read such other information, if we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.

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

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

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

Those charged with Governance are responsible for overseeing the Group's financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

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

« Obtain an undemtdnding of internal control relevant to the audit in order to design audit prncedures
that are appropriate in the circumstances, but not for the purposes of expressmg a.n..qpmmn on the
effectiveness of the Group's internal control.
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¢ Evaluate the appropriateness of accounting polices used and the reasonableness of accounting
estimates and related disclosures made by the management,

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

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

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial statements.
We are responsible for the direction, supervision, and performance of the group audit. We remain
solely responsible for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with relevant

ethical requirements regarding independence, and to communicate with them all relationships and other

Sn;?tters that may reasonably be thought to bear on our independence, and where applicable, related
eguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes pubic disclosure about the matter or when, extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

Report on the requirements of Banks and Financial Institutions Act, 2073 and Company
Act, 2063

We have obtained satisfactory information and explanations asked for, which to the best of our
knowledge and belief were necessary for the purpose of our audit; the returns received from the branch
offices of the bank, though the statements are independently not audited, were adequate for the purpose
of the audit; the consolidated financial statements including the consolidated statement of financial
position, consolidated statement of profit or loss, consolidated statement of comprehensive income,
consolidated statement of changes in equity, consolidated statement of cash flows including a summary
of significant accounting policies and other explanatory notes have been prepared in all material respect
in accordance with the provisions of the Company Act, 2063, and they are in agreement with the books of
accounts of the Bank; and the accounts and records of the Bank are properly maintained in accordance
with the prevailing laws.

To the best of our information and according to the explanations given to us, in the course of our audit,
we observed that the loans have been written off as specified; the business of the Bank was conducted
satisfactorily, and the Bank's transactions were found to be within the scope of its authority. We did not
come across cases of accounting related fraud and the cases where the board of directors or any director
or any office bearer of the Bank has acted contrary to the provisions of law or caused loss or damage to
the Bank or committed ap .m'g?.pprupriatiun of the funds of bank
» §
I{.’:\

Managing Partner —~—
Place: Kathmandu, Nepal
Date: September 22, 2021

UDIN No.: 210923CA00109qAeen
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Machhapuchchhre Bank Limited
Consolidated Statement of Financial Position

As on 31°' Ashad 2078

Group Bank
Note
Current Year Previous Year Current Year Previous Year

Assets
Cash and cash equivalent 4.1 8,784,104,032 9,778,033,447 8,679,174,999 9,778,033,447
Due from Nepal Rastra Bank 4.2 8,908,182,769 4,552,001,488 8,908,182,769 4,552,001,488
Placement with Bank and Financial 4.3 477,085,220 81,135,769 477,085,220 81,135,769
Institutions
Derivative financial instruments 4.4 21,848,832 67,415,547 21,848,832 67,415,547
Other trading assets 4.5 17,409,000 212,019,133 17,409,000 212,019,133
Loan and advances to B/Fls 4.6 3,714,540,504 2,471,154,353 3,714,540,505 2,471,154,353
Loans and advances to customers 4.7 113,572,009,939 92,529,226,532 113,572,009,939 92,529,226,532
Investment securities 4.8 19,697,154,886 11,939,913,270 19,603,810,777 11,932,413,270
Current tax assets 4.9 419,337,284 275,878,938 419,106,236 275,808,469
Investment in subsidiaries 4.10 - - 200,000,000 200,000,000
Investment in associates 4.11 - - - -
Investment property 4.12 273,910,573 174,947,305 273,910,573 174,947,305
Property and equipment 413 1,479,096,398 1,344,551,049 1,474,088,435 1,335,804,292
Goodwill and Intangible assets 4.14 127,331,242 65,705,984 126,031,076 65,127,085
Deferred tax assets 4.15 35,348,476 35,129,485 35,139,179 35,234,822
Other assets 4.16 706,566,385 809,810,157 691,210,032 809,247,408
Total Assets 158,233,925,540 124,336,922,457 158,213,547,572 124,519,568,920

Note Current Year Previous Year Current Year Previous Year
Liabilities
Due to Bank and Financial Institutions | 417 2,863,541,338 2,649,482,101 2,863,541,338 2,649,482,101
Due to Nepal Rastra Bank 418 4,159,288,073 13,723,693 459,288,073 13,723,693
Derivative financial instruments 419 - - - -
Deposits from customers 4.20 131,519,765,974 103,900,036,875 131,617,964,617 104,098,899,866
Borrowing 4.21 1,202,306,566 1,202,500,000 1,202,306,566 1,202,500,000
Current Tax Liabilities 4.9 - - - -
Provisions 4.22 — — — -
Deferred tax liabilities 415 - - - -
Other liabilities 4.23 2,370,153,093 1,825,716,113 2,358,670,979 1,823,138,694
Debt securities issued 4.24 3,147,643,817 3,147,121,726 3,147,643,817 3,147121,726
Subordinated Liabilities 4.25 - - - -
Total liabilities 145,262,698,861 112,738,580,510 145,349,415,390 112,934,866,080
Equity
Share capital 4.26 9,053,094,581 8,458,477,650 9,053,094,581 8,458,477,650
Share premium 30,881,765 30,881,765 30,881,765 30,881,765
Retained earnings 1,286,352,996 994,905,226 1,271,636,271 981,266,119
Reserves 4.27 2,511,584,814 2,114,077,306 2,508,519,565 2,114,077,306
Total equity attributable to equity 12,881,914,156 11,598,341,947 12,864,132,182 11,584,702,840
holders
Non-controlling interest 89,312,523 - - -
Total equity 12,971,226,679 11,598,341,947 12,864,132,182 11,584,702,840
Total liabilities and equity 158,233,925,540 124,336,922,457 158,213,547,572 124,519,568,920
Contingent liabilities and 4.28 34,450,301,043 32,632,466,562 34,450,301,043 32,632,466,562
commitment
Net assets value per share 142.29 13712 14210 136.96

Khagendra Paudel
Dy.Chief Finance & Planning

Roshan KC
Director

Bishow Prakash Gautam
Director

Date: 22 September 2021

Place: Kathmandu, Nepal

¥

www.machbank.com

Santosh Koirala
Chief Executive Officer

Dr. Birendra Prasad Mahato
Chairman

Mukunda Mahat
Director

Jaya Mukunda Khanal
Director

Haribhakta Sigdel
Director

Bandana Karki
Director

As per our report of even date

Sunir Kumar Dhungel
Managing Partner

S.A.R. Associates
Chartered Accountants




Consolidated Statement of Profit or Loss
For the year ended 31°' Ashad 2078

23 3t i@ gfeid@eT 20199,/9C

R Group Bank
Current Year Previous Year Current Year Previous Year
Interest income 4.29 11,158,638,974 11,353,180,627 11,155,483,067 11,352,889,497
Interest expense 4.30 6,792,220,495 7,472,897,231 6,803,990,080 7,490,990,381
Net interest income 4,366,418,479 3,880,283,396 4,351,492,987 3,861,899,116
Fee and commission income 4.31 1,181,337,569 948,158,014 1,142,901,599 947,486,014
Fee and commission expense 4.32 132,933,303 100,670,244 131,043,156 100,670,244
Net fee and commission income 1,048,404,266 847,487,769 1,011,858,443 846,815,769
Net interest, fee and commission 5,414,822,745 4,727,771,166 5,363,351,430 4,708,714,885
income
Net trading income 4.33 258,087,591 282,164,384 258,087,591 282,164,384
Other operating income 4.34 203,670,573 70,129,238 196,386,725 70,129,238
Total operating income 5,876,580,909 5,080,064,788 5,817,825,746 5,061,008,508
Impairment charge/(reversal) for 4.35 497,799,024 587,923,943 497,799,024 587,923,943
loans and other losses
Net operating income 5,378,781,885 4,492,140,845 5,320,026,722 4,473,084,565
Operating expense
Personnel expenses 4.36 1,786,411,069 1,505,799,584 1,769,507,572 1,502,909,804
Other operating expenses 4.37 897,400,404 893,093,254 890,785,804 888,437,218
Depreciation & Amortisation 4.38 191,637,742 161,778,559 190,200,553 161,263,091
Operating Profit 2,503,332,670 1,931,469,448 2,469,532,793 1,920,474,452
Non operating income 4.39 9,773,799 8,068,766 9,773,799 8,068,766
Non operating expense 4.40 198,963,976 67,520,083 198,963,976 67,520,083
Profit before income tax 2,314,142,493 1,872,018,132 2,280,342,616 1,861,023,135
Income tax expense 4.41 682,466,132 599,287,164 672,869,442 595,872,472
Current Tax 686,818,951 615,834,173 676,119,044 612,524,817
Deferred Tax (4,352,819) (16,547,008) (3,249,602) (16,652,345)
Profit for the year 1,631,676,361 1,272,730,967 1,607,473,174 1,265,150,663
Profit attributable to:
Equity holders of the Bank 1,624,378,402 1,272,730,967 1,607,473,174 1,265,150,663
Non-controlling interest 7,297,959 - - -
Profit for the year 1,631,676,361 1,272,730,967 1,607,473,174 1,265,150,663
Earnings per share
Basic earnings per share 17.94 14.06 17.76 13.97
Diluted earnings per share 17.94 14.06 17.76 13.97
Khagendra Paudel Santosh Koirala Dr. Birendra Prasad Mahato As per our report of even date
Dy.Chief Finance & Planning Chief Executive Officer Chairman

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

Haribhakta Sigdel
Director

Bandana Karki
Director

Date: 22 September 2021
Place: Kathmandu, Nepal
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Consolidated Statement of Comprehensive Income
For the year ended 31°" Ashad 2078

Note

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Profit for the year

1,631,676,361

1,272,730,967

1,607,473,174

1,265,150,663

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-
ments measured at fair value

11,150,816

9,471,745

11,150,816

9,471,745

Gain /(losses) on revaluation

Actuarial gains/(loss) on defined benefit plans

(38,080,762)

(18,110,759)

(38,080,762)

(18,110,759)

Income tax relating to above items

(3,345,245)

(2,841,524)

(3,345,245)

(2,841,524)

Net other comprehensive income that will
not be reclassified to profit or loss

(30,275,191)

(11,480,538)

(30,275,191)

(11,480,538)

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,
net of income tax

(30,275,191)

(11,480,538)

(30,275,191)

(11,480,538)

Total comprehensive income for the year

1,601,401,169

1,261,250,430

1,577,197,983

1,253,670,126

Total comprehensive income attributable to:

Equity holders of the Bank

1,594,103,210

1,261,250,430

1,577,197,983

1,253,670,126

Non-controlling interest

7,297,959

Total comprehensive income for the period

1,601,401,169

1,261,250,430

1,577,197,983

1,253,670,126

Khagendra Paudel
Dy.Chief Finance & Planning

Santosh Koirala
Chief Executive Officer

Dr. Birendra Prasad Mahato

Chairman

As per our report of even date

Sunir Kumar Dhungel

Roshan KC
Director

Mukunda Mahat Managing Partner

Director

Jaya Mukunda Khanal

Director
S.A.R. Associates

Chartered Accountants

Bishow Prakash Gautam
Director

Bandana Karki
Director

Haribhakta Sigdel
Director

Date: 22 September 2021
Place: Kathmandu, Nepal

www.machbank.com
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Consolidated Statement of Cash Flows

For the year ended 31°" Ashad 2078
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Group

Bank

Current Year

Previous Year

Current Year

Previous Year

CASH FLOWS FROM OPERATING ACTIVITIES

Interest received

9,861,748,769

10,102,221,796

9,858,592,862

10,102,221,796

Fees and other income received 1,181,337,569 947,486,014 1,142,901,599 947,486,014
Divided received - - - -
Receipts from other operating activities 435,863,866 345,459,603 428,580,018 345,459,603
Interest paid (6,484,155,167) (7,211,178,796) (6,495,924,752) (7,220,198,084)
Commission and fees paid (132,933,303) (100,670,244) (131,043,156) (100,670,244)
Cash payment to employees (1,786,411,069) (1,502,909,804) (1,769,507,572) (1,502,909,804)
Other expense paid (1,108,824,519) (976,033,450) (1,102,209,919) (975,669,859)

Operating cash flows before changes in operating assets and liabilities

1,966,626,146

1,604,375,117

1,931,389,080

1,595,719,421

(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

(4,356,181,281)

(1,325,039,391)

(4,356,181,281)

(1,325,039,391)

Placement with bank and financial institutions

(395,949,451)

1,376,898,223

(395,949,451)

1,376,898,223

Other trading assets

240,176,848

151,857,017

240,176,848

151,857,017

Loan and advances to bank and financial institutions

(1,243,386,151)

(30,988,138)

(1,243,386,152)

(30,988,138)

Loans and advances to customers

(21,540,582,431)

(18,021,376,659)

(21,540,582,431)

(18,021,376,659)

Other assets 641,818,384 955,243,455 644,168,884 955,243,455
(26,654,104,082) (16,893,405,493) (26,651,753,583) (16,893,405,493)
Increase/(Decrease) in operating liabilities
Due to bank and financial institutions 214,059,237 (3,712,354,937) 214,059,237 (3,712,354,937)
Due to Nepal Rastra Bank 4,145,564,380 (1,006,800,598) 4,145,564,380 (1,006,800,598)
Deposit from customers 27,619,729,099 18,693,075,923 27,519,064,751 18,900,497,722
Borrowings (193,434) 1,202,500,000 (193,434) 1,202,500,000
Other liabilities 506,878,309 376,735,578 497,973,614 376,616,583
Net cash flow from operating activities before tax paid 32,486,037,590 15,553,155,967 32,376,468,548 15,760,458,769
Income taxes paid (829,488,714) (679,708,869) (819,416,810) (678,355,975)
Net cash flow from operating activities 6,969,070,941 (415,583,277) 6,836,687,235 (215,583,278)

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities

(8,225,340,547)

(1,416,863,737)

(8,139,496,437)

(1,616,863,737)

Receipts from sale of investment securities 479,249,746 - 479,249,746

Purchase of property and equipment (326,904,013) (476,626,844) (316,762,509) (476,626,844)
Receipt from the sale of property and equipment 720,922 111,984,836 720,922 111,984,836
Purchase of intangible assets (61,746,863) (25,612,806) (61,025,596) (25,612,806)
Receipt from the sale of intangible assets 121,605 - 121,605 -
Purchase of investment properties (222,550,408) (108,369,319) (222,550,408) (108,369,319)
Receipt from the sale of investment properties 123,587,140 22,302,000 123,587,140 22,302,000
Interest received 758,071,830 649,218,504 758,071,830 649,218,504
Dividend received 35,668,097 4,480,543 35,668,097 4,480,543
Net cash used in investing activities (7,439,122,490) (1,239,486,824) (7,342,415,610) (1,439,486,824)
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities - 3,147,121,726 - 3,147,121,726
Repayment of debt securities - - - -
Receipt from issue of subordinated liabilities N - - R
Repayment of subordinated liabilities - - - -
Receipt from issue of shares - - - -
Dividends paid (297,864,744) (886,126,230) (285,064,744) (886,126,230)
Interest paid (308,065,328) (270,792,297) (308,065,328) (270,792,297)
Other receipt/payment 82,052,207 - - -
Net cash from financing activities (523,877,865) 1,990,203,199 (593,130,072) 1,990,203,199
Net increase (decrease) in cash and cash equivalents (993,929,415) 335,133,098 (1,098,858,447) 335,133,097
Cash and cash equivalents at Sawan 1, 2077 9,778,033,447 9,442,900,351 9,778,033,447 9,442,900,351
Effect of exchange rate fluctuations on cash and cash equivalents held -

Cash and cash equivalents at Ashad end 2078 8,784,104,032 9,778,033,447 8,679,174,999 9,778,033,447

Dr. Birendra Prasad Mahato As per our report of even date

Chairman

Santosh Koirala
Chief Executive Officer

Khagendra Paudel
Dy.Chief Finance & Planning

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

Haribhakta Sigdel
Director

Bandana Karki
Director

Date: 22 September 2021
Place: Kathmandu, Nepal
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Cash and cash equivalent

4.1

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Cash in hand 3,512,357,814 3,194,147,060 | 3,512,357,814 3,194,147,060
Balances with B/FIs 2,371,700,051 2,394,470,474 | 2,266,771,018 2,394,470,474
Money at call and short notice 2,900,046,167 3,970,042,111 2,900,046,167 3,970,042,111
Other - 219,373,802 - 219,373,802
Total 8,784,104,032 | 9,778,033,447 | 8,679,174,999 9,778,033,447

Balance with BFIs 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

8,440,162,857

4,147,251,118

8,440,162,857

4,147,251,118

Securities purchased under resale
agreement

Other deposit and receivable from NRB

468,019,912

404,750,370

468,019,912

404,750,370

Total

8,908,182,769

4,552,001,488

8,908,182,769

4,552,001,488

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/Fls - 81,135,769 - 81,135,769

Placement with foreign B/Fls 477,085,220 - 477,085,220 -

Less: Allowances for impairment - - - -

Total 477,085,220 81,135,769 477,085,220 81,135,769

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 domestic placements with maturities more than

three months from acquisition date.

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 67,415,547 21,848,832 67,415,547
Interest rate swap - - - -
Currency swap - - - -
Forward exchange contract 21,848,832 67,415,547 21,848,832 67,415,547
Other - - - -
Total 21,848,832 67,415,547 21,848,832 67,415,547

&¥  wwwmachbank.com
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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 17,409,000 212,019,133 17,409,000 212,019,133
Domestic Corporate bonds - - - -
Equities - - - -
Other - - - -
Total 17,409,000 212,019,133 17,409,000 212,019,133
Pledged - - -
Non-pledged 17,409,000 212,019,133 17,409,000 212,019,133

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) and Foreign
Employment Bond including 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 3,763,334,454 2,496,063,436 3,763,334,454 2,496,063,436
Other - - - -
Less: Allowances for impairment 48,793,950 24,909,083 48,793,949 24,909,083
Total 3,714,540,504 2,471,154,353 3,714,540,505 2,471,154,353
Loans to microfinance institutions also includes accrued interest receivable .
Allowances for impairment
4.6.1
Balance at Shrawan 1 24,909,083 24,606,677 24,909,083 24,606,677
Impairment loss for the year: 23,884,866 302,406 23,884,866 302,406
Charge for the year 23,884,866 302,406 23,884,866 302,406
Recoveries/reversal - - - -
Amount written off - - - -
Balance at Ashad end 48,793,950 24,909,083 48,793,949 24,909,083
Loans and advances to customers 4.7
Group Bank
Current Year | Previous Year Current Year Previous Year

Loan and advances measured at amor-
tized cost

115,577,756,103

94,061,058,538

115,577,756,103

94,061,058,538

Less: Impairment allowances

2,005,746,164

1,531,832,006

2,005,746,164

1,531,832,006

Collective impairment 1,400,440,671 854,622,141 1,400,440,671 854,622,141
Individual impairment 605,305,493 677,209,865 605,305,493 677,209,865
Net amount 113,572,009,939 | 92,529,226,532 | 113,572,009,939 92,529,226,532
Loan and advances measured at FVTPL - - -
Total 113,572,009,939 | 92,529,226,532 | 113,572,009,939 92,529,226,532

Annual Report 2020/21 L\b\
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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 22,229,275,181 19,020,040,516 22,229,275,181 19,020,040,516
Overdraft 10,605,727,288 7,286,721,076 10,605,727,288 7,286,721,076
Trust receipt/Import loans 6,781,407,519 5,882,008,698 6,781,407,519 5,882,008,698
Demand and other working capital loans 14,085,087,150 11,367,114,331 14,085,087,150 11,367,114,331
Personal residential loans 5,611,773,608 5,825,704,749 5,611,773,608 5,825,704,749
Real estate loans 4,929,975,855 4,333,493,787 4,929,975,855 4,333,493,787
Margin lending loans 677,761,994 324,099,724 677,761,994 324,099,724
Hire purchase loans 7,856,125,291 6,648,220,556 7,856,125,291 6,648,220,556
Deprived sector loans 6,487,514,490 2,026,094,663 6,487,514,490 2,026,094,663
Bills purchased 118,583,840 - 118,583,840 -
Staff loans 2,201,429,189 917,310,952 2,201,429,189 917,310,952
Other 33,236,811,871 29,332,271,413 33,236,811,871 29,332,271,413
Sub total 114,821,473,276 92,963,080,466 | 114,821,473,276 92,963,080,466
Interest receivable 756,282,826 1,097,978,073 756,282,826 1,097,978,073
Grand total 115,577,756,103 94,061,058,538 | 115,577,756,103 94,061,058,538
Analysis of loan and advances - By Currency 4.7.2

Group Bank
Current Year | Previous Year Current Year Previous Year

Nepalese rupee

109,939,115,635

89,080,464,885

109,939,115,635

89,080,464,885

Indian rupee

United State dollar

5,638,640,468

4,980,593,653

5,638,640,468

4,980,593,653

Great Britain pound

Euro

Japanese yen

Chinese yuan

Other

Total

115,577,756,103

94,061,058,538

115,577,756,103

94,061,058,538

Analysis of loan and advances -

By Collateral 4.7.3
Group Bank
Current Year | Previous Year Current Year Previous Year

Secured

Movable/immovable assets

104,542,731,194

91,046,585,768

104,542,731,194

91,046,585,768

Gold and silver 271,210,447 20,606,563 271,210,447 20,606,563
Guarantee of domestic B/Fls - - - -
Government guarantee 34,329,250 129,858,823 34,329,250 129,858,823
Guarantee of international rated bank - - - -
Collateral of export document - - - -
Collateral of fixed deposit receipt 226,746,283 184,788,454 226,746,283 184,788,454
Collateral of Governement securities - - - -
Counter guarantee - - - -
Personal guarantee 1,676,424,464 949,516,461 1,676,424,464 949,516,461
Other collateral 8,641,291,554 1,626,020,021 8,641,291,554 1,626,020,021
Subtotal 115,392,733,192 93,957,376,089 115,392,733,192 93,957,376,089
Unsecured 185,022,911 103,682,450 185,022,911 103,682,450
Grant Total 115,577,756,103 94,061,058,538 115,577,756,103 94,061,058,538

www.machbank.com
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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 1 677,209,865 199,889,768 677,209,865 199,889,768
Impairment loss for the year: (71,904,372) 477,320,097 (71,904,372) 477,320,097
Charge for the year - 477,320,097 - 477,320,097
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 605,305,493 677,209,865 605,305,493 677,209,865
Collective allowances for impairment
Balance at Shrawan 1 854,622,141 744,320,701 854,622,141 744,320,701
Impairment loss for the year: 545,818,530 110,301,440 545,818,530 110,301,440
Charge/(reversal) for the year 545,818,530 110,301,440 545,818,530 110,301,440
Exchange rate variance on foreign currency - - - -
impairment
Other movement - - - -
Balance at Ashad end 1,400,440,671 854,622,141 1,400,440,671 854,622,141
Total allowances for impairment 2,005,746,164 1,531,832,006 2,005,746,164 1,531,832,006

Investment securities 4.8
Group Bank

Current Year Previous Year Current Year Previous Year
Investment securities measured at 19,493,722,299 11,582,441,831 19,425,994,119 11,574,941,831
amortized cost
Investment in equity measured at FVTOCI 203,432,587 357,471,439 177,816,658 357,471,439
Total 19,697,154,886 11,939,913,270 19,603,810,777 11,932,413,270
Investment securities measured at amortized cost 4.8.1

Group Bank

Current Year Previous Year Current Year Previous Year
Debt securities 67,728,180 7,500,000 - -
Government bonds 17,509,318,464 10,553,409,295 17,509,318,464 10,553,409,295
Government treasury bills 1,026,985,777 650,715,360 1,026,985,777 650,715,360
Nepal Rastra Bank bonds - - - -
Nepal Rastra Bank deposits - - - -
instruments
Other 889,689,878 370,817,176 889,689,878 370,817,176
Less: specific allowances for - - - -
impairment
Total 19,493,722,299 11,582,441,831 19,425,994,119 11,574,941,831

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 203,432,587 357,471,439 177,816,658 357,471,439

Quoted equity securities 148,767,727 323,441,439 123,151,798 323,441,439

Unquoted equity securities 54,664,860 34,030,000 54,664,860 34,030,000

Total 203,432,587 357,471,439 177,816,658 357,471,439

Annua

I Report 2020/21 b\\g
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Information relating to investment in equities 4.83
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 2,480,925 9,708,221 2,480,925 4,866,120 2,480,925 9,708,221 2,480,925 4,866,120
Corporation

(5,059 Ordinary Shares of
Rs.100 paid up)

Butwal Power Company Ltd 4,839,157 3,807,144 4,839,157 2,455,560 4,839,157 3,807,144 4,839,157 2,455,560
(7,524 Ordinary Shares of
Rs.100 paid up)

Nepal Doorsanchar Company - - 5,836,193 4,919,050 5,836,193 4,919,050
Ltd

(7,510 Ordinary Shares of
Rs.100 paid up)

NMB Hybrid Fund L-1 - - 12,619,210 11,988,250 12,619,210 | 11,988,250
(12,61,921 Unit of Rs. 10 each)

Nabil Equity Fund - - 9,012,020 8,408,215 9,012,020 8,408,215
(9,01,202 Unit of Rs. 10 each)

NIBL Pragati Fund - - 10,274,070 8,373,367 10,274,070 8,373,367
(10,27,407 Unit of Rs. 10 each)

Laxmi Equity Fund - - 58,495,870 51,300,878 58,495,870 | 51,300,878
(58,49,587 Unit of Rs. 10 each)

Sanima Equity Fund - - 10,000,000 9,930,000 10,000,000 9,930,000
(10,00,000 Unit of Rs. 10 each)

Nabil Balance Fund 2 - - 70,000,000 69,300,000 70,000,000 | 69,300,000
(70,00,000 Unit of Rs. 10 each)

Siddhartha Investment Growth - - 20,000,000 20,000,000 20,000,000 | 20,000,000
Scheme-2
(20,00,000 Unit of Rs. 10 each)

NMB Fifty - - 50,000,000 50,000,000 50,000,000 | 50,000,000
(50,00,000 Unit of Rs. 10 each)

Nic Asia Balance Fund - - 50,000,000 51,900,000 50,000,000 | 51,900,000
(50,00,000 Unit of Rs. 10 each)

Sunrise First Mutual Fund - - 30,000,000 30,000,000 30,000,000 | 30,000,000
(30,00,000 Unit of Rs. 10 each)

Sanima Large Cap Fund 20,000,000 | 21,000,000 20,000,000 21,000,000
(20,00,000 Unit of Rs. 10 each)

Kumari Equity Fund 20,000,000 | 21,000,000 20,000,000 21,000,000
(20,00,000 Unit of Rs. 10 each)

Sunrise Bluechip Fund 20,000,000 | 20,320,000 20,000,000 20,320,000
(20,00,000 Unit of Rs. 10 each)

NIBL Samriddhi Fund-2 30,000,000 | 32,430,000 30,000,000 32,430,000
(30,00,000 Unit of Rs. 10 each)

Prabhu Select Fund 14,680,900 | 14,886,433 14,680,900 14,886,433
(14,68,090 Unit of Rs. 10 each)

Citizen Investment Trust 21,622 31,419
(9 Unit of Rs. 2,402 each)

Citizens Bank International 350,761 405,300
Limited
(1,050 Unit of Rs. 334 each)

Garima Bikas Bank Limited 581,173 680,000
(1,250 Unit of Rs. 465 each)

Himalayan Distillery Limited 1,234,579 1,543,360
(280 Unit of Rs. 4409 each)

Kamana Sewa Bikas Bank 562,630 616,540
Limited
(1,063 Unit of Rs. 529 each)

Kumari Bank Limited 387,474 448,910
(1,210 Unit of Rs. 320 each)

Laxmi Bank Limited 283,864 296,250
(750 Unit of Rs. 378 each)

Lumbini General Insurance 571,378 531,960
Limited
(682 Unit of Rs. 838 each)
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Muktinath Bikas Bank Limited 584,400 616,923
(939 Unit of Rs. 622 each)
Nadep Laghubtta Bittiya 99,306 103,900

Sanstha Limited
(100 Unit of Rs. 993 each)

Nepal Doorsanchar Company 538,716 525,600
Limited

(400 Unit of Rs. 1,347 each)

Nepal Infrastructure Bank 1,941,675 1,755,948
Limited

(3,569 Unit of Rs. 544 each)

Nepal Investment Bank Limited 1,232,764 1,247,688
(3,096 Unit of Rs. 398 each)

Nic Asia Bank Limited 1,621,673 1,791,188
(1,802 Unit of Rs. 900 each)

Nirdhan Utthan Laghubitta 641,096 889,600

Bittiya Sanstha Limited
(556 Unit of Rs. 1,153 each)

Nmb Bank Limited 217,245 249,040
(556 Unit of Rs. 384 each)

Prabhu Bank Limited 740,490 731,200
(1,600 Unit of Rs. 463 each)

Premier Insurance Company 763,746 702,000
Limited

(600 Unit of Rs. 1,273 each)

Prudential Insurance Company 1,103,979 1,036,800
Limited

(1,280 Unit of Rs. 862 each)

Sanima Bank Limited 635,917 727,500
(1,500 Unit of Rs. 424 each)

Shivam Cements Limited 1,620,315 1,548,396
(1,062 Unit of Rs. 1,526 each)

Siddhartha Bank Limited 500,483 504,000
(1,000 Unit of Rs. 500 each)

Siddhartha Insurance Limited 620,974 600,944
(568 Unit of Rs. 1,093 each)

Surya Life Insurance Company 462,592 470,220
Limited

(510 Unit of Rs. 907 each)

Ime General Insurance Ltd. - 50,778
(42 Unit of Rs. each)

Citizens Mutual Fund-2 7,333 10,613
(750 Unit of Rs. 10 each)

Global Ime Samunnat Scheme 1 6,838 12,168
(600 Unit of Rs. 11 each)

Nabil Balanced Fund-2 50,000 70,500
(5,000 Unit of Rs. 10 each)

Nibl Pragati Fund 34,738 50,104
(3,374 Unit of Rs. 10 each)

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

Nibl Samriddhi Fund - li 1,000,000 1,081,000
(100,000 Unit of Rs. 10 each)

Prabhu Select Fund 3,500,000 3,549,000
(350,000 Unit of Rs. 10 each)

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

Sanima Large Cap Fund 200,000 210,000
(20,000 Unit of Rs. 10 each)

Siddhartha Equity Fund 238,287 322,209
(22,933 Unit of Rs. 10 each)

Sunrise Bluechip Fund 500,000 508,000

(50,000 Unit of Rs. 10 each)

Investment in unquoted equity

Credit Information Bureau Ltd 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000 1,330,000
(166,214 Ordinary Shares of Rs.
100 paid up)
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National Banking Institute Ltd 1,834,860 1,834,860 1,200,000 1,200,000 1,834,860 1,834,860 1,200,000 1,200,000
(18,348 Ordinary Shares of Rs.

100 paid up)

Nepal Clearing House Ltd 2,500,000 | 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000 2,500,000
(49,680 Ordinary Shares of Rs.

100 paid up)

Nepal Electronic Payment 15,000,000 | 15,000,000 | 15,000,000 | 15,000,000 | 15,000,000 | 15,000,000 | 15,000,000 | 15,000,000
Systems Ltd(NEPS)

(150,000 Promoter Share of Rs.

100 paid up)

NIC Asia Select 30 Index Fund 20,000,000 | 20,000,000 20,000,000 | 20,000,000

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

Mahila Laghubitta Bittiya 14,000,000 | 14,000,000 | 14,000,000 | 14,000,000 | 14,000,000 | 14,000,000 | 14,000,000 | 14,000,000
aizt(;jSOL(;dPromoter Shares of

Rs.100 paid up)

Total 190,541,908 | 203,432,587 | 367,587,445 | 357,471,439 | 166,665,842 | 177,816,658 | 367,587,445 | 357,471,439
NEPS has not declared any dividend for the past three years.

Current tax assets 4.9

Group Bank
Current Year | Previous Year Current Year Previous Year
Current tax assets 3,547,884,255 3,883,619,311 3,536,378,863 3,880,354,305
Current year income tax assets (335,735,056) 680,185,422 (343,975,442) 678,273,309
Tax assets of prior periods 3,883,619,311 3,203,433,889 3,880,354,305 3,202,080,996
Current tax liabilities 3,128,546,971 3,607 ,740,373 3,117,272,627 3,604,545,836
Current year income tax liabilities (479,193,402) 613,039,795 (487,273,209) 612,442,151
Tax liabilities of prior periods 3,607,7 40,373 2,994,700,578 3,604,545,836 2,992,103,685
Total 419,337,284 275,878,938 419,106,236 275,808,469
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
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Investment in unquoted subsidiaries 4.10.2
Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value
Machhapuchchhre Kriti Capital Ltd 200,000,000 200,000,000 200,000,000 200,000,000
(2,000,000 Ordinary Shares of Rs. 100 each)
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 Previous Year
Machhapuchchhre Kriti Capital Ltd 69.85% 100%
Total 69.85% 100%
Non controlling interest of the subsidiaries 4.10.4
Group
Machhapuchchhre Kriti Capital Ltd
Equity interest held by NCI (%) 30.15%
Profit/(loss) allocated during the year 7,297,959
Accumulated balances of NCl as on Asar end 89,312,523
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 - - - -

Investment in quoted associates 4.11.1
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
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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

Equity value of associates 411.4
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 174,947,305 78,457,743 174,947,305 78,457,743
Addition/disposal during the year 98,963,268 96,489,562 98,963,268 96,489,562
Adjustment/transfer - - - -
Accumulated depreciation - - - -
Accumulated impairment loss - - - -
Net amount 273,910,573 174,947,305 273,910,573 174,947,305
Total 273,910,573 174,947,305 273,910,573 174,947,305

The bank has during the year assumed additional Non Banking Assets of 249,393,268 and sold NBA of NPR 109,430,000 and
converted to banking assets amounting to NPR 41,000,000.
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Goodwill and Intangible Assets
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Group 4.14
Particulars Goodwill software Other LG DG LG LG ICUE
Purchased | Developed end 2078 2077

Cost
As on Sawan 1, 2076 - 108,334,148 - - 108,334,148 99,214,698
Addition during the Year - 26,229,786 - - 26,229,786 7,950,264
Acquisition - 26,229,786 - - 26,229,786 7,950,264
Capitalization - - - - - -
Disposal during the year - - - - - 423,750
Adjustment/Revaluation - - - - - (1,592,936)
Balance as on Ashad end 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/Revluation - - - - -
Balance as on Ashad end 2078 - 153,388,755 - - 153,388,755 134,563,934
Amortization and Impairment
As on Sawan 1, 2076 - 59,328,073 - - 59,328,073 53,775,468
Amortization charge for the Year | - 9,529,877 - - 9,529,877 5,236,983
Impairment for the year - - - -
Disposals - - - 155,375
Adjustment - - - - - (470,997)
As on Ashad end 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 Ashad end 2078 - 26,057,513 - - 26,057,513 68,857,950
Capital Work in Progress - - - - - -
Net Book Value
As on Ashad end 2076 = 49,006,075 - - 49,006,075 45,439,230
As on Ashad end 2077 = 65,705,984 - - 65,705,984 49,006,075
As on Ashad end 2078 = 127,331,242 - - 127,331,242 65,705,984
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Goodwill and Intangible Assets

Bank 414
Software
Particulars Goodwill Purchased Developed Other el ;\(s)l;gd B Uz ;\;;‘;d e

Cost
As on Sawan 1, 2076 - 108,334,148 - - 108,334,148 99,214,698
Addition during the Year - 25,612,806 - - 25,612,806 7,950,264
Acquisition - 25,612,806 - - 25,612,806 7,950,264
Capitalization - - - - - -
Disposal during the year - - - - - 423,750
Adjustment/Revaluation - - - - - (1,592,936)
Balance as on Ashad end | - 133,946,954 - - 133,946,954 108,334,148
2077
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/Revluation - - - - - -
Balance as on Ashad end | - 151,848,451 - - 151,848,451 133,946,954
2078
Amortization and Impair-
ment
As on Sawan 1, 2076 - 59,328,073 - - 59,328,073 53,775,468
Amortization charge for the | - 9,491,796 - - 9,491,796 5,236,983
Year
Impairment for the year - - - - - -
Disposals - - - - - 155,375
Adjustment - - - - - (470,997)
As on Ashad end 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 Ashad end 2078 - 25,817,375 - - 25,817,375 68,819,869
Capital Work in Progress - - - - - -
Net Book Value
As on Ashad end 2076 - 49,006,075 - - 49,006,075 45,439,230
As on Ashad end 2077 - 65,127,085 - - 65,127,085 49,006,075
As on Ashad end 2078 - 126,031,076 - - 126,031,076 65,127,085
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Deferred Tax 4.15
Group Bank
Current Year Current Year
Current Year (FY 2077-78) Deferred Deferred Net Deferred Deferred Deferred Net
Tax Tax Tax Assets/ Tax Tax Deferred
Assets Liabilities (Liabilities) Assests Liabilities | Tax Assets/
(Liabilities)
Deferred tax on temporory differences on following items
Loan and Advance to B/Fls - - - - - -
Loans and Advances to - - - - - -
customers
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 61,894,467 - 61,894,467 | 61,117,717 - 61,117,717
plan
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 82,033,297 | 46,684,822 35,348,476 | 81,180,604 | 46,041,426 35,139,179
differences
Deferred tax on carry forward - - - - - -
of unused tax losses
Deferred tax due to changes in - - - - - -
tax rate
Net Deferred tax 82,033,297 | 46,684,822 35,348,476 | 81,180,604 | 46,041,426 | 35,139,179
asset/(liabilities) as on year
end of 2078
Deferred tax (asset)/liabilities (35,129,485) (35,234,822)
as on Sawan 1, 2077
Origination/(Reversal) during (218,991) 95,643
the year
Deferred tax (3,564,236) (3,249,601)
expense/(income) recognised
in profit or loss
Deferred tax 3,345,245 3,345,245
expense/(income) recognised
in other comprehensive
income
Deferred tax - -
expense/(income) recognised
in directly in equity
Group Bank
Previous Year Previous Year
Previous Year (FY 2076-77) | peferred | Deferred | Net Deferred | Deferred | Deferred Net
Tax Tax Tax Assets/ Tax Tax Deferred
Assets Liabilities (Liabilities) Assests Liabilities | Tax Assets/
(Liabilities)

Deferred tax on temporary differences o

n following items

Loan and Advance to B/Fls

Loans and Advances to
customers
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Investment properties - - - - - -
Investment securities 3,034,802 - 3,034,802 3,034,802 - 3,034,802
Property & equipment -1 31,563,065 (31,563,065) - 31,323,635 | (31,323,635)
Employees' defined benefit 51,271,023 - 51,271,023 | 51,136,931 -1 51,136,931
plan
Lease liabilities 12,278,487 12,278,487 12,278,487 12,278,487
Provisions
Other temporary differences (108,237) 108,237 (108,237) 108,237
Deferred tax on temporary 66,584,312 31,454,828 35,129,485 66,450,219 31,215,398 35,234,822
differences
Deferred tax on carry
forward of unused tax losses
Deferred tax due to changes
in tax rate
Net Deferred tax 66,584,312 31,454,828 35,129,485 66,450,219 31,215,398 35,234,822
asset/ (liabilities) as on year
end of 2077
Deferred tax (asset)/liabilities (21,424,000) (21,424,000)
as on Shrawan 1, 2076
Origination/(Reversal) (13,705,485) (13,810,822)
during the year
Deferred tax (16,547,008) (16,652,346)
expense/(income) recognised
in profit or loss
Deferred tax 2,841,524 2,841,524
expense/(income) recognised
in other comprehensive
income
Deferred tax
expense/(income) recognised
in directly in equity
Other assets 4.16
Group Bank
Current Previous Year Current Previous Year
Year Year
Assets held for sale
Other non banking assets
Bills receivable
Accounts receivable 105,280,765 231,360,623 90,324,412 231,360,623
Accrued income
Prepayments and deposit 113,441,278 147,624,849 | 113,041,278 147,624,849
Income tax deposit
Deferred employee expenditure 463,572,270 405,846,549 | 463,572,270 405,846,549
Other 24,272,072 24,978,137 24,272,072 24,415,388
a. Stationery at stock 24,272,072 21,098,513 24,272,072 21,098,513
b. Branch adjustment account 24,540 24,540
c. Others 3,855,083 3,292,334
Total 706,566,385 809,810,157 691,210,032 809,247,408
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Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Money market deposits

Interbank borrowing

Other deposits from BFIs 2,863,541,338 2,649,482,101 2,863,541,338 2,649,482,101
Settlement and clearing accounts - - - -
Total 2,863,541,338 2,649,482,101 2,863,541,338 2,649,482,101
There were no interbank borrowing of the bank as at Ashad end 2078.
Due to Nepal Rastra Bank 4.18
Group Bank
Current Year Previous Year Current Year Previous Year
Refinance from NRB 4,159,288,073 13,723,693 4,159,288,073 13,723,693
Standing Liquidity Facility - - - -
Lender of last report facility from NRB - - - -
Securities sold under repurchase - - - -
agreements
Other payable to NRB - - - -
Total 4,159,288,073 13,723,693 4,159,288,073 13,723,693
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 - - - -
Interest rate swap - - - -
Currency swap - - - -
Forward exchange contract - - - -
Other - - - -
Total - - - -
Deposits from customers 4.20
Group Bank
Current Year Previous Year Current Year Previous Year
Institutions customers: 48,579,029,671 42,612,007,410 48,677,228,314 42,810,870,401
Term deposits 31,237,805,446 27,559,035,188 31,328,805,446 27,739,035,188
Call deposits 8,639,834,279 9,098,937,579 8,647,030,268 9,117,799,569
Current deposits 7,744,984,598 5,099,620,657 7,744,987,252 5,099,621,657
Other 956,405,348 854,413,987 956,405,348 854,413,987
Individual customers: 82,940,736,303 61,288,029,465 82,940,736,303 61,288,029,465
Term deposits 38,028,188,672 27,776,756,291 38,028,188,672 27,776,756,291
Saving deposits 44,511,551,968 33,132,074,269 44,511,551,968 33,132,074,269
Current deposits 399,407,662 327,874,742 399,407,662 327,874,742
Other 1,588,001 51,324,163 1,588,001 51,324,163
Total 131,519,765,974 103,900,036,875 131,617,964,617 104,098,899,866
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Currency wise analysis of deposit from customers
Group Bank
Current Year Previous Year Current Year Previous Year
Nepalese rupee 126,535,106,973 100,272,368,295 126,633,305,616 100,471,231,286
Indian rupee 32,022,611 114,329,391 32,022,611 114,329,391
United State dollar 4,692,871,820 3,296,263,153 4,692,871,820 3,296,263,153
Great Britain pound 2,838,826 2,910,549 2,838,826 2,910,549
Euro 235,402,909 176,899,425 235,402,909 176,899,425
Japanese yen 21,406,775 37,156,687 21,406,775 37,156,687
Chinese yuan
Other (AUD) 116,060 109,375 116,060 109,375
Total 131,519,765,974 103,900,036,875 131,617,964,617 104,098,899,866
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

1,202,306,566

1,202,500,000

1,202,306,566

1,202,500,000

Multilateral Development Banks

Other Institutions

Sub total

1,202,306,566

1,202,500,000

1,202,306,566

1,202,500,000

Total

1,202,306,566

1,202,500,000

1,202,306,566

1,202,500,000

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
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Other liabilities 4.23
Group Bank
Current Year Previous Year Current Year Previous Year
Liability for employees defined benefit 97,649,042 53,223,036 96,115,562 53,156,575
obligations
Liability for long-service leave 205,363,961 170,508,736 203,725,722 170,456,436
Short-term employee benefits
Bills payable
Creditors and accruals 227,130,811 193,030,564 227,130,815 193,030,564
Interest payable on deposit 248,312,401 366,820,565 248,312,401 366,820,565
Interest payable on borrowing 38,061,918 11,716,233 38,061,918 11,716,233
Liabilities on deffered grantincome 13,885,888 11,691,993 13,885,888 11,691,993
Unpaid Dividend 97,832,934 98,580,995 97,832,934 98,580,995
Liabilities under Finance Lease
Employee bonus payable 257,698,424 208,002,014 253,371,402 206,780,348
Other 1,184,217,714 712,141,979 1,180,234,337 710,904,986
Total 2,370,153,093 1,825,716,113 2,358,670,979 1,823,138,694
Other includes liability under operating lease (lease equalisation) amount to NPR 66,021,879.06 (Previous year NPR 40,928,289)
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 96,115,562 53,156,575 96,115,562 53,156,575
Present value of funded obligations 412,362,097 343,914,303 412,362,097 343,914,303
Total present value of obligations 508,477,659 397,070,878 508,477,659 397,070,878
Fair value of plan assets 412,362,097 343,914,303 412,362,097 343,914,303
Present value of net obligations
Recognised liability for defined 96,115,562 53,156,575 96,115,562 53,156,575
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) 412,362,097 343,914,303 412,362,097 343,914,303
Total 412,362,097 343,914,303 412,362,097 343,914,303
Actual return on plan assets 22,752,372 29,218,306 22,752,372 29,218,306
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 1 397,070,878 324,723,729 397,070,878 324,723,729
Actuarial losses 26,638,170 22,341,298 26,638,170 22,341,298
Benefits paid by the plan (7,461,153) (10,027,731) (7,461,153) (10,027,731)
Current service costs and interest 92,229,764 60,033,583 92,229,764 60,033,583
Defined benefit obligations at Ashad end 508,477,659 397,070,878 508,477,659 397,070,878
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Movement in the fair value of plan assets
Group Bank
Current Year Previous Year Current Year Previous Year
Fair value of plan assets at Sawan 1 343,914,303 277,641,857 343,914,303 277,641,857
Contributions paid into the plan 53,156,575 47,081,871 53,156,575 47,081,871
Benefits paid during the year (7,461,153) (10,027,731) (7,461,153) (10,027,731)
Actuarial (losses) gains (10,256,209) 4,230,539 (10,256,209) 4,230,539
Expected return on plan assets 33,008,581 24,987,767 33,008,581 24,987,767
Fair value of plan assets at Ashad end 412,362,097 343,914,303 412,362,097 343,914,303
Amount recognised in profit or loss 4.23.5
Group Bank
Current Year Previous Year Current Year Previous Year
Current service costs 55,382,038 32,417,597 55,382,038 32,417,597
Interest on obligation 35,661,343 27,615,986 35,661,343 27,615,986
Expected return on plan assets (33,008,581) (24,987,767) (33,008,581) (24,987,767)
Total 58,034,800 35,045,816 58,034,800 35,045,816
Amount recognised in other comprehensive income 4.23.6
Group Bank
Current Year Previous Year Current Year Previous Year
Acturial (gain)/loss 38,080,762 18,110,759 38,080,762 18,110,759
Total 38,080,762 18,110,759 38,080,762 18,110,759
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
cost

3,147,643,817

3,147,121,726

3,147,643,817

3,147,121,726

Total

3,147,643,817

3,147,121,726

3,147,643,817

3,147,121,726
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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 - - - -
Share capital 4.26
Group Bank
Current Year Previous Year Current Year Previous Year
Ordinary shares 9,053,094,581 8,458,477,650 9,053,094,581 8,458,477,650
Convertible preference shares (equity
component only)
Irredemable preference shares (equity
component only)
Perpetual debt (equity component
only)
Total 9,053,094,581 8,458,477,650 9,053,094,581 8,458,477,650
Ordinary shares 4.26.1
Bank
Current Year Previous Year
Authorized Capital
100,000,000 Ordinary shares of Rs. 100 each share 10,000,000,000 10,000,000,000
Issued capital
90,530,946 Ordinary shares of Rs.100 each share 9,053,094,581 8,458,477,650
(Previous Year 84,584,777 Ordinary shares of Rs.100 each share)
Subscribed and paid up capital
90,530,946 Ordinary shares of Rs.100 each share 9,053,094,581 8,458,477,650
(Previous Year 84,584,777 Ordinary shares of Rs.100 each share)
Total 9,053,094,581 8,458,477,650
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 1,081, 297500 16| 1,387,552,100
Public 88 7971,797,081 84 7,070,925,550
Other - - -
Foreign ownership - - - -
Total 100 |  9,053,094,581 100 8,458,477,650
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Shareholder holding 0.5% or more share

Current Year Previous Year
Name of Shareholders
% Amount % Amount
Surendra Mahato 11.11 1,005,390,300 11.11 939,353,800
Upendra Mahato Sudi 9.14 827,173,900 9.14 772,843,100
Prem Kumari K.C 8.76 792,722,800 8.76 740,654,800
PKR Investment Company Pvt.Ltd 6.57 594,863,000 6.57 555,791,000
Ram Ashish Sahu Sudi 4.24 383,409,300 424 358,226,100
Krishna Gopal Shrestha 2.06 186,822,000 212 179,456,300
Dr.Dharma Raj Shrestha 2.03 183,815,000 2.03 171,741,600
Karan Motor Company Pvt.Ltd 1.51 137,094,600 1.57 132,910,100
Kiran K.C 1.43 129,601,500 1.48 125,487,900
Roshan K.C 1.48 134,307,800 1.48 125,486,200
Ganesh Bahadur Shrestha 0.81 73,019,100 0.98 83,295,500
Associated Automobiles Pvt.Itd 0.93 84,281,200 0.93 78,745,500
Shree Himalayan Enterprises Pvt.Ltd 0.80 72,290,600 0.80 67,542,400
Praneshwor Pokharel 0.72 64,770,600 0.65 55,076,300
Birendra Prasad Mahato 0.61 55,168,300 0.61 51,544,800
Rajan Lal Shrestha 0.56 51,085,200 0.58 49,473,000
Niraj Govinda Shrestha 0.53 47,825,300 0.57 48,328,800
Dinesh Lal Shrestha 0.51 46,046,100 0.51 43,021,700
Prakash K.C 1.69 142,746,200
Ram Janaki Investment 0.99 84,000,000
Ajad Shrestha 0.64 53,883,400
Total 53.79 4,869,686,600 57.45 4,859,608,500
Reserves 4.27
Group Bank
Current Year Previous Year Current Year Previous Year

Statutory general reserve 2,030,426,757 1,706,571,460 2,028,066,095 1,706,571,460
Exchange equalization reserve 40,068,908 30,441,716 40,068,908 30,441,716
Corporate social responsibility reserve 16,435,151 12,651,507 16,266,099 12,651,507
Capital redemption reserve
Regulatory reserve 643,662,389 427,917,864 643,662,389 427,917,864
Investment adjustment reserve
Capital reserve
Assets revaluation reserve
Fair value reserve 7,805,571 (7,081,204) 7,805,571 (7,081,204)
Dividend equalization reserve
Actuarial gain (227,349,497) (56,424,037) (227,349,497) (56,424,037)
Special reserve
Other reserve 535,535

a) Employee Skill Enhancement

Reserve (Trainning Reserve)

b) Deferred Tax Reserve

) Other Reserve 535,535
Total 2,511,584,814 2,114,077,306 2,508,519,565 2,114,077,306
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Contingent liabilities and commitments 4.28
Group Bank

Current Year | Previous Year | Current Year | Previous Year

Contingent liabilities 31,786,326,039 | 24,843,730,255 | 31,786,326,039 | 24,843,730,255

Undrawn and undisbursed facilities 949,476,586 5,897,407,277 949,476,586 5,897,407,277

Capital commitment 81,040,402 116,963,030 81,040,402 116,963,030

Lease commitment 1,521,013,379 1,693,689,331 1,521,013,379 1,693,689,331

Litigation 112,444,637 80,676,669 112,444,637 80,676,669

Total 34,450,301,043 | 32,632,466,562 | 34,450,301,043 | 32,632,466,562

Contingent liabilities 4.28.1
Group Bank

Current Year

Previous Year

Current Year

Previous Year

Acceptance and documentary credit

2,680,826,233

1,037,742,802

2,680,826,233

1,037,742,802

Bills for collection

7,608,064,251

3,629,419,202

7,608,064,251

3,629,419,202

Forward exchange contracts

3,118,213,573

3,118,213,573

Guarantees 21,497,435,554 | 17,058,354,679 | 21,497,435,554 | 17,058,354,679
Underwriting commitment - - - -
Other commitments - - . -
Total 31,786,326,039 | 24,843,730,255 | 31,786,326,039 | 24,843,730,255

Restated balance for Bills for collection for FY 2076-77 is NPR 3,609,727,203 and Forward Exchange Contract
amounting to NPR 3,353,144,238 has been reclassified to On-Balance Sheet Items.

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 675,864,858 | 5,714,881,803 675,864,858 | 5,714,881,803
Undrawn limits of credit cards 273,611,728 182,525,474 273,611,728 182,525,474
Undrawn limits of letter of credit - - - -
Undrawn limits of guarantee - - - -
Total 949,476,586 5,897,407,277 949,476,586 | 5,897,407,277

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

81,040,402

116,963,030

81,040,402

116,963,030

Approved but not contracted for

Sub total

81,040,402

116,963,030

81,040,402

116,963,030

Capital commitments in relation to
Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

81,040,402

116,963,030

81,040,402

116,963,030
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Lease commitments 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 204,894,703 201,785,523 204,894,703 201,785,523
Later than 1 year but not later than 5 years 812,325,516 808,359,826 812,325,516 808,359,826
Later than 5 years 503,793,160 683,543,982 503,793,160 683,543,982
Sub total 1,521,013,379 | 1,693,689,331 | 1,521,013,379 | 1,693,689,331

Finance lease commitments

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

Not later than 1 year - - - -

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

Later than 5 years - - - -

Sub total - - - -
Grand total 1,521,013,379 | 1,693,689,331| 1,521,013,379| 1,693,689,331
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 2073-74, Large
Taxpayers Office(LTO) has raised an assessment order for disputed tax liability of NPR 112,444,637. 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 13,924,877 11,750,016 13,924,877 11,750,016
Due from Nepal Rastra Bank - - - -
Placement with bank and financial 6,706,063 79,232,394 6,706,063 79,232,394
institutions
Loan and advances to bank and 33,341,469 203,019,901 33,341,469 203,019,901
financial institutions
Loans and advances to customers 10,193,851,450 10,391,264,779 | 10,193,851,450 | 10,391,264,779
Investment securities 739,524,476 570,277,240 751,365,767 569,986,109
Loan and advances to staff 156,293,441 97,636,298 156,293,441 97,636,298
Other 14,997,198 - - -
Total interest income 11,158,638,974 11,353,180,627 | 11,155,483,067 | 11,352,889,497

Loan and advances to staff includes interest income from fair value of staff loan.
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Interest expense 4.30
Group Bank

Current Year Previous Year Current Year Previous Year
Due to bank and financial institutions 73,820,166 591,866,697 73,820,166 591,866,697
Due to Nepal Rastra Bank 34,805,180 26,565,014 34,805,180 26,565,014
Deposits from customers 6,276,283,283 6,501,424,177 6,288,124,574| 6,519,517,327
Borrowing 99,246,538 82,249,046 99,246,538 82,249,046
Debt securities issued 308,065,328 270,792,297 307,993,622 270,792,297

Subordinated liabilities

Other

Total interest expense

6,792,220,495

7,472,897,231

6,803,990,080

7,490,990,381

Fees and Commission Income

4.31

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Loan administration fees 293,670,168 230,036,634 293,670,168 230,036,634
Service fees 188,815,415 100,660,311 149,924,894 100,660,311
Consortium fees 55,842,986 45,438,689 55,842,986 45,438,689
Commitment fees 2,600,965 4,764,083 2,600,965 4,764,083
DD/TT/Swift fees 19,191,309 17,461,023 19,191,309 17,461,023
Credit card/ATM issuance and renewal 108,862,766 74,748,903 108,862,766 74,748,903
fees
Prepayment and swap fees 70,416,120 122,327,020 70,416,120 122,327,020
Investment banking fees 7,001,317 2,430,249 7,001,317 2,430,249
Asset management fees - - - -
Brokerage fees - - - -
Remittance fees 45,240,236 47,850,954 45,240,236 47,850,954
Commission on letter of credit 96,741,239 81,432,567 96,741,239 81,432,567
Commission on guarantee contracts 197,326,508 134,592,052 197,326,508 134,592,052
issued
Commission on share - - - -
underwriting/issue
Locker rental 9,551,396 12,171,500 9,551,396 12,171,500
Other fees and commission income 86,077,144 74,244,028 86,531,695 73,572,028
Total fees and Commission Income 1,181,337,569 948,158,014 1,142,901,599 947,486,014
Fees and commission expense 4.32
Group Bank

Current Year Previous Year Current Year | Previous Year
ATM management fees 54,951,868 46,541,192 54,951,868 46,541,192
VISA/Master card fees 37,454,494 27,442,879 37,454,494 27,442,879
Guarantee commission - - - -
Brokerage - - - -
DD/TT/Swift fees 14,011,716 6,397,535 14,011,716 6,397,535
Remittance fees and commission 3,438,111 3,438,984 3,438,111 3,438,984
Other fees and commission expense 23,077,114 16,849,655 21,186,967 16,849,655
Total fees and Commission Expense 132,933,303 100,670,244 131,043,156 100,670,244
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Net trading income

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 258,087,591 282,164,384 258,087,591 282,164,384
Other - - - -
Net trading income 258,087,591 282,164,384 258,087,591 282,164,384
Other operating income 4.34
Group Bank

Current Year Previous Year Current Year | Previous Year
Foreign exchange revaluation gain 38,508,768 56,061,667 38,508,768 56,061,667
Gain/!qss on sale of investment 114.132,737 i 108,337,341 i
securities
Fair value gain/loss on investment i ) . )
properties
Dividend on equity instruments 35,705,621 4,480,543 35,668,097 4,480,543
Gain/loss on sale of property and (284,621) (835,214) (284,621) (835,214)
equipment
Gain/loss on sale of investment 14,157,140 10,422,243 14,157,140 10,422,243
property
Operating lease income - - - -
Gain/loss on sale of gold and silver - - - -
Other 1,450,928 - - -
Total 203,670,573 70,129,238 196,386,725 70,129,238
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
and advances to B/Fls

23,884,866

302,406

23,884,866

302,406

Impairment charge/(reversal) on loan
and advances to customer

473,914,158

587,621,537

473,914,158

587,621,537

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

497,799,024

587,923,943

497,799,024

587,923,943
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Personnel Expense 4.36
Group Bank
Current Year Previous Year Current Year Previous Year
Salary 494,835,975 393,318,549 486,370,638 392,483,096
Allowances 359,421,155 378,315,834 359,421,155 377,732,637
Gratuity expense 58,483,652 35,112,277 58,034,800 35,045,816
Provident fund 49,157,886 38,604,346 48,635,994 38,567,708
Uniform 29,122,853 10,253,018 29,122,853 10,253,018
Training & development expense 7,313,824 18,966,161 7,295,777 18,911,921
Leave encashment 121,162,498 112,320,331 119,886,294 112,249,631
Medical - - - -
Insurance 8,225,920 5,829,072 8,225,920 5,829,072
Employees incentive - - - -
Cash-settled share-based payments - - - -
Pension expense - - - -
Finance expense under NFRSs 126,404,300 66,808,996 126,404,300 66,808,996
Other expenses related to staff 275,156,063 238,268,987 272,738,439 238,247,562
a. Dashain allowance 69,791,131 61,542,611 69,615,250 61,542,611
b. Others 205,364,932 176,704,951 203,123,189 176,704,951
Subtotal 1,529,284,126 1,297,797,569 1,516,136,170 | 1,296,129,456
Employees bonus 257,126,943 208,002,014 253,371,402 206,780,348
Grand total 1,786,411,069 1,505,799,584 1,769,507,572 | 1,502,909,804
Other operating expense 4.37
Group Bank
Current Year Previous Year Current Year | Previous Year
Directors' fee 3,342,154 3,345,800 2,784,154 3,211,800
Directors' expense 1,449,682 1,627,022 1,417,924 1,621,342
Auditors' remuneration 1,921,000 1,904,050 1,864,500 1,864,500
Other audit related expense - - - -
Professional and legal expense 2,754,813 8,077,516 3,209,364 8,085,881
Office administration expense 666,091,065 678,584,398 662,217,899 675,918,972
Operating lease expense 221,836,323 198,287,371 219,291,963 196,474,156
Operating expense of investment i i ) i
properties
Corporate social responsibility expense 5,367 1,267,097 - 1,260,567
Onerous lease provisions - - - -
Other - - - -
Total 897,400,404 893,093,254 890,785,804 888,437,218
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Office Administration Expense 4.37.1
Group Bank
Current Year Previous Year Current Year Previous Year
Water and Electricity 33,536,553 32,113,280 33,310,660 32,042,679
Repair and Maintenance 17,898,548 16,306,518 17,841,871 16,296,659
a) Building 206,350 201,329 206,350 201,329
b) Vehicle 4,767,181 6,199,769 4,767,181 6,199,769
¢) Computer and accessories 1,361,317 1,014,052 1,361,317 1,014,052
d) Office equipment and furniture 4,861,816 4,109,821 4,861,816 4,109,821
e) Other 6,701,884 4,781,549 6,645,207 4,771,690
Insurance 4,485,730 6,550,079 4,392,904 6,535,296
Postage, Telex, Telephone, Fax 81,386,528 83,415,655 81,163,446 83,197,600
Printing and Stationery 31,343,129 30,909,433 31,195,372 30,890,123
News Paper, books and journals 120,613 960,560 120,613 953,310
Advertisements 38,927,119 41,577,960 38,689,056 41,570,711
Donation -
Security Expenses 143,616,542 140,766,913 142,861,523 140,154,743
Deposit and loan guarantee premium 66,877,046 54,543,991 66,877,046 54,543,991
Traveling Allowances and Expenses 8,942,375 18,236,258 8,883,812 18,236,258
Entertainment 2,242,337 3,315,804 2,242,337 3,315,804
Legal Expenses - - - -
Annual/special General Meeting 2,249,862 2,358,769 2,209,003 2,358,769
Other 234,464,683 247,529,177 232,430,255 245,823,029
a) Annual Maintenance Expenses 14,528,989 17,442,078 14,528,989 17,442,078
b) Fuel 10,118,105 10,189,622 10,047,719 10,165,218
) Business Promotion/Annual Function 16,513,809 61,486,132 16,513,809 61,373,132
Expenses
d) Rates And Taxes 10,545,670 13,184,959 10,545,670 13,162,129
e) Outsource Staff Expenses 54,881,305 47,522,080 54,753,052 47,294,708
f) Other 127,876,805 97,704,306 126,041,016 96,385,764
Total 666,091,065 678,584,398 662,217,899 675,918,972
Depreciation & Amortisation 4.38
Group Bank
Current Year Previous Year Current Year Previous Year
Depreciation on property and 178,322,050 152,248,682 177,086,918 151,771,294
equipment
Depreciation on investment property - - - -
Amortisation of intangible assets 13,315,692 9,529,877 13,113,635 9,491,796
Total 191,637,742 161,778,559 190,200,553 161,263,091
Non operating income 4.39
Group Bank
Current Year Previous Year Current Year Previous Year
Recovery of loan written off 9,773,799 8,068,766 9,773,799 8,068,766
Other income - - - -
Total 9,773,799 8,068,766 9,773,799 8,068,766
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Non operating expense 4.40
Group Bank
Current Year Previous Year Current Year | Previous Year
Loan written off 103,244,429 67,486,870 103,244,429 67,486,870
Redundancy provision - - - -
Expense of restructuring - - - -
Other expense 95,719,547 33,213 95,719,547 33,213
Total 198,963,976 67,520,083 198,963,976 67,520,083
Other Expense includes write-off of software amounting to NPR 46,850,880.
Income tax expense 441
Group Bank

Current Year

Previous Year

Current Year

Previous Year

Current tax expense 686,818,951 615,834,173 676,119,044 612,524,817
Current year 680,493,815 569,298,636 669,816,968 566,104,098
Adjustments for prior years 6,325,136 46,535,537 6,302,076 46,420,719
Deferred tax expense (4,352,819) (16,547,008) (3,249,602) (16,652,345)
Origination and reversal of temporary (4,352,819) (16,547,008) (3,249,602) (16,652,345)
differences

Changes in tax rate - - - -
Recognition of previously unrecognised - - - -
tax losses

Total income tax expense 682,466,132 599,287,164 672,869,442 595,872,472
Reconciliation of tax expense and accounting profit 4.41.1

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Profit before tax

2,314,142,493

1,872,018,132

2,280,342,616

1,861,023,135

Tax amount at tax rate of 30% 694,242,748 561,605,440 684,102,785 558,306,941
Add: Tax effect of expenses that are not - (2,201,830) - (2,201,830)
deductible for tax purpose

Less: Tax effect on exempt income 8,822,965 1,209,746 8,822,965 1,209,746
Add/less: Tax effect on other items (8,712,454) (5,443,611) (8,712,454) (5,443,611)
Total income tax expense 676,707,329 552,750,252 666,567,366 549,451,753
Effective tax rate 29.24% 29.53% 29.23% 29.52%
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Statement of Distributable Profit or Loss

For the year ended 315t Ashad 2078
(As per NRB Regulation)

Bank
Current Year Previous Year
Net profit or (loss) as per statement of profit or loss 1,607,473,174 1,265,150,663
Appropriations:
a. General reserve 321,494,635 253,030,133
b. Foreign exchange fluctuation fund 9,627,192 14,015,417
c. Capital redemption reserve - -
d. Corporate social responsibility fund 16,074,732 12,651,507
e. Employees' training fund - (2,368,795)
f. Other 7,081,204 -
Profit or (loss) befor regulatory adjustment 1,253,195,413 987,822,402
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) 33,146,144 17,318,179
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 (+) (88,176,859) (31,759,059)
e. Deferred tax assets recognised (-)/ reversal (+) 95,643 (13,810,822)
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/reversal (+) - -
h. Actuarial loss recognised (-)/reversal (+) (38,080,762) (18,110,759)
i. Other (+/-) 10,116,006 8,755,873
- Fair Value Reserve 10,116,006 8,755,873
Distributable profit or (loss) 1,170,295,586 950,215,814
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MACHHAPUCHCHHRE BANK LIMITED
PRINCIPAL INDICATORS
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. Indica- F.Y. F.Y. F.Y. F.Y. F.Y.
Particulars tors | 2073/2074 | 2074/2075 | 2075/2076 | 2076/2077 |  2077/2078
1. Net Profit/Gross Income % 21.96% 14.81% 14.86% 9.99% 12.60%
2. Earnings Per Share Rs. 24.00 15.81 21.07 14.96 17.76
3. Market Value per Share Rs. 360.00 209.00 264.00 220.00 385.00
4. Price Earning Ratio Ratio 15.00 13.22 12.53 14.71 21.68
5. Dividend (including bonus) on share | % 15.00% 10.00% 16.00% 10.40% 13.30%
capital
6. Cash Dividend on share capital % 6.00% 10.00% 11.00% 3.37% 0.70%
7. Interest Income/Loans & Advances % 9.87% 12.09% 12.96% 11.76% 9.35%
8. Employee Expenses/Total Operating | % 13.18% 10.74% 11.29% 13.33% 16.30%
Exps
9. Interest Exps on Total Deposit and % 4.76% 6.93% 7.16% 7.02% 4.91%
Borrowings
10. Exchange Fluctuation Gain/Total % 2.30% 2.05% 2.86% 2.67% 2.32%
Income
11. Staff Bonus/ Total Employee Expenses | % 37.56% 29.86% 28.07% 15.95% 16.71%
12. Net Profit/Loans & Advances % 2.51% 1.92% 2.16% 1.31% 1.35%
13. Net Profit/ Total Assets % 1.89% 1.47% 1.61% 1.02% 1.02%
14. Total Credit/Deposit % 88.47% 89.78% 87.00% 88.56% 86.53%
15. Total Operating Expenses/Total % 5.45% 7.40% 8.09% 7.81% 5.88%
Assets
16. Adequacy of Capital Fund on Risk
Weightage Assets
a. Core Capital % 15.78% 14.38% 11.88% 9.57% 8.67%
b. Supplementary Capital % 1.04% 0.98% 0.91% 3.45% 3.39%
¢. Total Capital Fund % 16.82% 15.36% 12.79% 13.02% 12.06%
17. Liquidity % 26.29% 25.26% 23.70% 23.83% 27.08%
18. Non Performing Loans/Total Loans | % 0.38% 0.44% 0.37% 0.52% 0.62%
19. Base Rate % 10.29% 11.06% 10.37% 9.21% 7.26%
20. Weighted Average Interest Rate % 4.27% 4.75% 4.27% 4.36% 3.82%
Spread *
21. Book Net worth Rs. 8,211,0059111 10,356,871,786 | 11,236,871,503 | 11,584,702,840 | 12,864,132,182
22.Total Shares Num- 65,987,000 80,556,930 80,556,930 84,584,777 90,530,946
ber
23. Total Employees Num- 742 953 1,195 1,486 1,510
ber
24. Productivity per Staff Rs.'000 1,755.37 1642.48 1,420.16 851.38 1064.55
25. Book Value Per Share Rs. 124.43 128.57 139.49 136.96 142.10
26. Number of branches Num- 57 88 131 159 161
ber
27. Number of ATM Num- 74 93 144 198 203
ber

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)
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Machhapuchchhre Bank Limited
Significant Accounting Policies to Consolidated Financial Statements
Financial Year 16 July 2020 to 15 July 2021 (1 Shrawan 2077 to 31 Ashad 2078)

1. General Information

1.1 Reporting Entity

Machhapuchchhre Bank Limited (here in after
referred to as “The Bank”) is a public limited company,
incorporated on 16 February 1998 as per the 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.

Machhapuchchhre  Capital Limited merged with
Kriti Capital and Investment Limited and started
joint operation with effect from 2 Magh 2077 as
Machhapuchchhre Kriti Capital Limited.
Revised holding of the Bank in Machhapuchchhre Kriti
Capital Limited is 69.85% after merger

Cost as on Ashad end
2078
200,000,000

Subsidiary

Machhapuchchhre Kriti
Capital Limited

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

Qo  www.machbank.com

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, 2077.
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 2077 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:
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Relevant Financial Statement

Nepalese Calendar

Date/Period English Calendar Date/Period

Consolidated Statement of Financial Position 31 Ashad 2078 15 July 2021

Consolidated Statement of Profit/Loss 1 Shrawan 2077 to 31 16 July 2020 to 15 July 2021
Ashad,2078

Consolidated Statement of Other Comprehensive 1 Shrawan 2077 to 31 16 July 2020 to 15 July 2021

Income Ashad,2078

Consolidated Statement of Cash flow 1 Shrawan 2077 to 31 16 July 2020 to 15 July 2021
Ashad,2078

Consolidated Statement of Changes in Equity 1 Shrawan 2077 to 31 16 July 2020 to 15 July 2021
Ashad,2078

The Board of Directors of the Bank authorized the
financial statement vide its resolution dated 22
September 2021 and recommended for its approval by
the Annual General Meeting of the shareholders.

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:

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)

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, some
new standards have been introduced with amendment
to existing standards.

NFRS 2018 has introduced following standards which
shall be applicable to the bank with the dates as
mentioned

Annual Report 2020/21 Qg




23 3t af¥fes wierd@st 2019 /9C

Standard Effective from Financial Year
NFRS 9 Financial Instruments 16 July 2021 FY 2021-22
NFRS 15 Revenue from Contract with Customers 16 July 2021 FY 2021-22
NFRS 16 Leases 16 July 2021 FY 2021-22

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, Incurred Loss Model as specified
in NAS 39 is being used in FY 2077-78. 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.

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 Significant credit risk since Credit impaired
initial recognition initial recognition (With objective evidence of
impairment)
Nature Performing Underperforming Non-performing

Interest Revenue Effective interest on gross carrying

amount

Effective interest on gross
carrying amount

Effective interest on Carrying
amount less ECL

%R  www.machbank.com




2.7.2 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:

o Identification of the contracts with the customer

o Identification of the performance obligations in the
contract

o Determination of the transaction price

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

o 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
IFRS 15.

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

2.7.3 NFRS 16 Leases

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 will 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
recognizearight-of-use asset(ROU)representingitsright
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
resultina more comparable representation of a lessee’s
assets and liabilities 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.

NFRS 16 Leases: It shall supersede NAS 17 Leases,
IFRIC 4 Determining whether an Arrangement contains
lease, SIC-15 Operating Lease - Incentives and SIC-27
Evaluating the Substance of Transactions Involving the
Legal Form of a Lease.

23 3t i@ gfed@eT 20199,/9C

2.8 New Standards and interpretation not
adopted

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

2.9 Discounting

Discounting has been 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 rates, EIR rates are used
for discounting the future payments as required under
the provision. It has been applied in the cases where
discounting is material.

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.

Annual Report 2020/21 QQ
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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.

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

% e www.machbank.com

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-
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.

3.2.5 Special Purpose Entity (SPE)

Special purpose entity is a legal entity (usually limited
company of some type or, sometimes, a limited
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
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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 Institutions includes
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
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
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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:

« 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
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« 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.

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.

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.
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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
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
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instrument is redeemed, transferred or sold, or the fair
value becomes observable.

All unquoted equity investments are recorded at
cost, considering the non-trading of promoter shares
up to the date of balance sheet, the market price of
such shares could not be ascertained with certainty.
Hence, these investments are recognized at cost net of
impairment, if any.

3.6.6 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
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the decrease cannot yet be identified with specific
individual financial assets.

The Bank considers evidence of impairment for
loans and advances and held-to-maturity investment
securities at both a specific asset and collective level. All
individually significant loans and advances and 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.




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.

If there is objective evidence that impairment loss
has been incurred, the amount of loss is measured at
the difference between asset's carrying amount and
present value of estimated future cash flows. Carrying
amount of the asset is reduced through the use of an
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.

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

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
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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 paragraph 63 of NAS
39.

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
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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
atfair 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.

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 an item of property
or equipment have different useful lives, they are
accounted for as separate items (major components) of
property, plant and equipment.
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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
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 Expected useful life(Years)
1 Building 50
2 Vehicle 7
3 Furniture Wooden 8
4 Furniture Metal 10
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 year has been accounted
from the next month of purchase. 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 depreciation over the
lease period or 10 years whichever is lower.
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d) Software, licenses are amortized over a period of
useful life and in case useful life cannot be ascertained
the bank has the policy to amortize the cost in five years.

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 an intangible
item that was initially recognized as an expense by the
Bank in previous annual Financial Statements or interim
Financial Statements are not recognized as part of the
cost of an intangible asset at a later date.

Computer Software

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.
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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.

Derecognition of Intangible Assets

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

3.11 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.
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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 at 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

valueless costtoselliftheir 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 in their 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
Outissued 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 Para 9 of NAS 39 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
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.
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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 reliability 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
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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
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
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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:

« 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.

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:

« 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.

o 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
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 againbeen extended for FY2077/78 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,
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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

(@) Loans where there is reasonable doubt about the
ultimate collectability of principal or interest;

(b)  Loans against which individual impairment as per
NAS 39 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;
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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.

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.

www.machbank.com

Ro%

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.

3.23 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
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.

23 3t i@ gfeid@eT 20199,/9C

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 fullliability 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
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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 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.
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3.27 Leases

Thedetermination of whetheranarrangementisalease,
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.

Finance Lease

Agreements which transfer to counterparties
substantially all the risks and rewards incidental to the
ownership of assets, but not necessarily legal title, are
classified as finance lease.

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

Operating Lease

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

When Bank is the lessee, leased assets are not
recognized on the Statement of Financial Position.
Rentals payable and receivable under operating leases
are accounted as per provision mentioned in NAS 17
Leases.

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
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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) 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.

b) Exchange equalization reserve

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

c) 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.

d) 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.

e) 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
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corporate social
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.

responsibility expenditure during

f) Investment adjustment reserve

The Bankis required to maintain balance in this reserve
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.

g) 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.

h) 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,

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

« Amount equals to deferred tax assets,

o Actual loss recognized in other comprehensive
income,

o Amount of goodwill recognized under NFRS.

Pursuant to the NRB Circular no. 6 dated 26 Kartik 2076,
regulatory reserve on Accrued Interest Receivable and Non-
Banking Asset have been considered after taking effect of
bonus and income tax.

i) Debenture Redemption Reserve

The Bank is required to maintain a redemption reserve
in respect of borrowing raised through debenture
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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..

j) Employees training fund

The Bank is required to incur expenses towards
employee training and development for an amount
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.

However, pursuant to the circular no. 1/078/79 dated
11 Shrawan 2078, it is not mandatory for the bank to
spend such 3% amount. Accordingly, the bank has not
created any fund as at 31 Ashad 2078.

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 netinterest 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.
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 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.
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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. Itis 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 Ill 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.

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 monitorsand evaluatestheriskonaregularinterval
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 torisk 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.
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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
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.

AssetsandLiability 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
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b)  Review risk of asset portfolio sector

C)  Periodically review irregular accounts which are
NPA

d)  Define bank’s overall tolerance to risk.

e) Identify 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.

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.
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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.

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
observationsare 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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Machhapuchchhre Bank Limited
Notes to Consolidated Financial Statements
Year Ended 15th july 2021

1. Paid-up capital
Paid-up share capital of the Bank has increased from year to year as follows:

a) Paid-Up Capital
The structure of the share capital of the Bankis as follows:

Authorized capital of NPR 10,000,000,000 represented by 100,000,000 ordinary shares of NPR 100 each; and

Issued capital as of balance sheet date is NPR 9,053,094,581 represented by 90,530,946 ordinary shares of NPR 100
each.

Paid-up capital as of balance sheet date is NPR 9,053,094,581 represented by 90,530,946 ordinary shares of NPR 100
each.

The paid-up capital of the Bank as on the balance sheet date is NPR 9,053,094,581 represented by 90,530,946 Ordinary
Shares of NPR 100 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
Issue of right shares NPR 555,250,093 and
2072/73 NPR 801,890,000 proposed bonus share.
(Tran5|t|orj 4,666,430,000 (801,890,000) | 3,864,540,000 }Proposed bongs share on the yearlof
phase-Opening issuance not being part of share capital as
adjustment) per NFRS has been reduced from share
capital
Calls in advance of NPR 452,756,100 of 12%
right shares and NPR 665,149,000
2073/74 > Proposed bonus share on the year of
(Comparative 7,716,605,100 (665,149,000) | 7,051,456,100 | . bei foh ital
Yean) issuance not being part of share capital as
per NFRS has been reduced from share
capital.
2074/75
(First Time 8,055,693,000 -] 8,055,693,000
Adoption)
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 -1 8,458,477,650 | no of shares of NPR 100 each pertaining to
FY 2075/76.
Bank has issued 7.03% bonus shares,
2077178 9,053,094,581 -| 9,053,094,581 | 5,946,169 no of shares of NPR 100 each
pertaining to FY 2076/77.
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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 321,494,635 of the net profits
to General Reserve in the current year

Amount in NPR

Particulars

As at 15 July 2021

As at 15 July 2020

Opening General Reserve

1,706,571,460

1,453,541,328

20% of Profit to be transferred

321,494,635

253,030,133

Closing General Reserve

2,028,066,095

1,706,571,460

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 9,627,192 have been

transferred to exchange fluctuation fund maintained by the Bank.

Amount in NPR

Particulars

As at 15 July 2021

As at 15 July 2020

Opening Exchange Equalization Reserve 30,441,716 16,426,299
25% of Revaluation gain 9,627,192 14,015,417
Closing Exchange Equalization Reserve 40,068,908 30,441,716

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 7,805,571.

Amount in NPR

Particulars

As at 15 July 2021

As at 15 July 2020

Opening Fair Value Reserve (7,081,202) (13,711,424)
Transfer/ Adjustment in Reserve 14,886,776 6,630,222
Closing Fair Value Reserve 7,805,571 (7,081,202)

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 7,295,777.

Amount in NPR

Particulars

As at 15 July 2021

As at 15 July 2020

Opening Skill Enhancement Fund - 2,368,795
Add : 3% of Last Year Staff Expense - -
Actual Staff Training Expense this year 7,295,777 18,966,161

Closing Skill Enhancement Fund

Note 1: Pursuant to the circular no.1/078/79 dated 11 Shrawan 2078, it is not mandatory for the bank to spend such 3%
amount. Accordingly, the bank has not created any fund as at 31 Ashad 2078.
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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 12,651,507 out of which NPR 12,460,139 has been spent this year for CSR activities.
This year, bank has also appropriated 1% of net profit i.e. NPR 16,074,732 and therefore total amount in this fund is NPR
16,266,105 and shown in other reserve in Statement of Changes in Equity.

Amount in NPR

Particulars As at 15 July 2021 As at 15 July 2020
Opening CSR Fund 12,651,507 19,712,558
Add : 1% of profit this year 16,074,732 12,651,507
Less: CSR expense this year 12,460,139 19,712,558
Closing CSR Fund 16,266,099 12,651,507
Details of CSR expense are as follows:
Province Category Amount in "NPR" %
Covid related contribution 300,000
Covid expense related to staff 1,242,713
1 fn e oen 25,000 21%
TIE g ECE] 1,002,709
Total for Province 1 2,570,422
Covid related contribution 118,035
Covid expenses related to staff 1,414,904
2 o Qe oey 252,356 14%
Total for Province 2 1,785,295
Covid related contribution 240,000
Covid expenses related to staff 1,395,676
Covid Related (Food to others) 375
Bagmati e 339923 20%
e g T 499,574
Total for Bagmati Province 2,475,548
Covid related contribution 450,000
.| Covid expenses related to staff 1,311,623
Gandaki P —— 40,000 14%
Total for Gandaki Province 1,801,623
Covid expenses related to staff 1,267,343
Lumbini | 3FIAGY, SIoHAER R JEISFOs QST gaM a1 TIRYST @ 14,000 | 10%
Total for Lumbini Province 1,281,343
Karnali | Covid expenses related to staff 1,086,359 9%
Covid expenses to other 300,000
sudur | Covid expenses related to staff 1,134,550 12%
Paschim | gyey SHER T 25,000
Total for Sudurpaschim Province 1,459,550
Total 12,460,139 | 100%
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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.
Amount in NPR

Particulars As at 15 July 2021 As at 15 July 2020

Opening Regulatory reserve 427,917,864 390,311,276
Adjustment/ Restated 132,844,698

Interest Suspense (Refer Note Below) (33,146,144) (17,318,179)
Investment Property Provision/(Non-Banking Assets) (Refer Note 88,176,859 31,759,059
Below)

Actuarial loss 38,080,762 18,110,759
Fair Value Reserve (10,116,0006) (8,755,875)
Deferred tax assets (95,643) 13,810,822
Closing Regulatory Reserve 643,662,389 427,917,864

Note: Pursuant to the NRB Circular no. 6 dated 26 Kartik 2076, regulatory reserve on Accrued Interest Receivable and
Non-Banking Asset has been considered after taking effect of bonus and income tax for FY 2077/78.

Details of Movement in Regulatory Reserve

py | ImterestReceiv | Short | piolidon | pra | 600 | Bargan | Actwerialloss | UL other | Tota
on NBA Purchase ocCl
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
Total 182,780,052 198,393,661 35,139,179 227,349,497 643,662,389

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

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 year.

The bank has proposed to issue bonus shares of NRs. 1,204,061,000 in FY 2077-78, which is more than the amount to be
set aside for Capital Redemption Reserve. Hence, the bank has not created any capital redemption reserve in this Fiscal
Year 2077-78

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 15 July 2021 which has highly affected the profit of the Bank.
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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 2078
Particulars
No. of Customers Amount (NRs.)
Accrued Interest Received after Asadh end 2078 till 15 Bhadra 2078 2299 104,552,954
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio 27828 111,479,586,104
Extension of moratorium period of loan provided to Industry or il Nl
Project under construction
Restructured/Rescheduled Loan with 5% Loan Loss Provision 989 2,451,396,820
Enhancement of Working Capital Loan by 20% to COVID affected 107 132,791,546
borrowers
Enhancement of Term Loan by 10% to COVID affected borrowers 137 40,402,919
Expiry Date of Additional 20% Working Capital Loan (COVID Loan)
. o 2 377,294
extended for upto 1 year with 5% provisioning
Expiry Date of Additional 10% Term Loan (COVID Loan) extended
. L 5 802,574
for upto 1 year with 5% provisioning
Time Extension provided for repayment of Principal and Interest for il Nl
upto two years as per clause 41 of NRB Directives 2

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 2077-78
Particulars
No. of Customers Amount "NRs"
Refinance Loan 481 4,159,288,076
Business Continuity Loan Nil Nil

Details of Subsidized Loan

X As of Ashadh 2078
Particulars
No. of Customers Amount "NRs"
Subsidized Loan 2,014 2,583,802,774

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.
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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 2077/78 as well.

As per Para 63 of NAS 39, 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 Para 63 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 Para 63. Details of such impairment are as mentioned below:

Particulars Year ended 15 July 2021 | Year ended 15 July 2020 | P/L Impact
Impairment (A) 849,020,652 994,787,586 | (145,766,934)
Provision as per NRB (B) 2,054,540,112 1,556,741,089 497,799,023
Impairment to be considered as Alternative
Treatment by ICAN (Higher of A or B) 2,054,540,112 1,556,741,089 497,799,023

Higher of impairment as per Para 63 of NAS 39 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.
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:
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Amount in NPR'000

SN Particulars Banking Treasury Transagtlon Others Total
Banking
A | Revenues from external 11,286,361 1,198,675 256,725 20,874 12,762,634
customers
B | Intersegment revenues 527,205 (504,668) (6,299) (16,237) (0)
C | Gross revenue 11,813,565 694,007 250,425 4,637 12,762,634
D | Interestrevenue 10,397,411 758,072 - - 11,155,483
E | Interest expenses 6,361,945 442,045 - - 6,803,990
F | Net interest revenue 4,035,466 316,026 - - 4,351,493
G | Depreciation & amortization 134,702 30,619 581 24,299 190,201
H | Segment profit (loss) before 3,889,929 251,962 109,454 (1,971,000) 2,280,344
tax
| | 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 497,799 (11,149) - - 486,650
L | Segment assets 25,974,857 492,596 20,613,084 161,350,686
114,270,150
M | Segment liabilities 135,528,399 | 5,625,329 238,597 19,958,362 161,350,686

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 12,757,998

Other revenues 4,637

Elimination of intersegment profits -

Entity's revenues 12,762,634

Profit or Loss Amount in NPR"000"

Particulars Amount
Total profit or loss for reportable segments 4,251,344
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: (1,971,000)
Profit or loss before income tax 2,280,344
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Assets Amount in NPR"000"
Particulars Amount

Total assets for reportable segments 140,737,603

Other assets -

Unallocated amounts: 20,613,084

Entity's assets 161,350,686

Liabilities Amount in NPR"000"
Particulars Amount

Total liabilities for reportable segments 141,392,325

Other liabilities -

Unallocated amounts: 19,958,362

Entity's liabilities 161,350,686

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 3,616,204
Consumer 2,416,442
Corporate 834,918
Infrastructure 1,223,203
Micro-finance 495,161
Treasury/Other 2,569,555
Total 11,155,483

7.4 Information about geographical areas
Revenue from following geographical areas

Amount in NPR"000"

Particulars Amount
Domestic
Province 1 1,309,122
Province 2 837,771
Bagmati Province 9,710,005
Gandaki Province 13,601
Lumbini Province 633,098
Karnali Province 10,186
Sudurpaschim Province 248,851
Foreign -
Total 12,762,634

7.5 Information about major customers

Revenue from a single customer does not exceed 10% or more of the bank's revenue.
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8. Classification of Financial Asset and Liability

Amount in NPR"000"

. As at 15 July 2021 As at 15 July 2020
Particulars -
(I Fair Value Carrying Value | Fair value
Value
Assets
Assets carried at Amortized Cost
Cash and cash equivalent 8,679,175 8,679,175 9,778,033 9,778,033
Due from Nepal Rastra Bank 8,908,183 8,908,183 4,552,001 4,552,001
Placement with Bank and Financial 477,085 477,085 81,136 81,136
Institutions
Loans and advances to BFls 3,714,541 3,714,541 2,471,154 2,471,154
Loan and advances to customers 113,572,010 113,572,010 92,529,227 | 92,529,227
Investment securities at amortized cost 19,425,994 19,425,994 11,574,942 | 11,574,942
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 67,416 67,416
Fair Value through Other Comprehen-
sive Income (FVTOCI)
Investment securities at OCI 177,817 177,817 357,471 357,471
Liabilities
Liabilities carried at Amortized Cost
Due to Bank and Financial Institutions 2,863,541 2,863,541 2,649,482 2,649,482
Due to Nepal Rastra Bank 4,159,288 4,159,288 13,724 13,724
Deposits from customers 131,617,965 131,617,965 104,098,900 | 104,098,900
Debt securities issued 3,147,644 3,147,644 3,147,122 3,147,122
Borrowings 1,202,307 1,202,307 1,202,500 1,202,500

9. Interest Income

Capitalization of the Interest on national priority projects was made with due approval from Nepal Rastra Bank amounting
to NPR 132,521,210 is capitalized during FY 2077/78.

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.

2R wwwmachbank.com




23 3t i@ gfeid@eT 20199,/9C

12. Gratuity and Accumulated Leave Provision

Gratuity
As per the actuarial valuation, gratuity liability of the bank is NPR 508,477,659 Out of which NPR 412,362,097 has been

funded as at 31 Ashad 2078 and net amount is shown as liability of bank. However, the bank has funded remaining
amount of NPR 96,115,562 in Citizen Investment Trust (CIT).

Bank has expensed NPR 58,034,800 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 15 July 2021 As at 15 July 2020
Defined Benefit Obligations 508,477,659 397,070,878
Fair Value of Planned Assets 412,362,097 343,914,303
Net Liability 96,115,562 53,156,575
Expense booked as in PL 58,034,800 35,045,816
Actuarial Gain/ (Loss) booked in OCI (38,080,762) (18,110,759)

Current/Non-Current Bifurcation

Amount in NPR

Particulars

As at 15 July 2021

As at 15 July 2020

Current Liability

Non-Current Liability 96,115,562 53,156,575
Total 96,115,562 53,156,575
Leave

The Bank has recognized an additional provision of NPR 33,269,242 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 15 July 2021

As at 15 July 2020

Defined Benefit Obligations 203,725,678 170,456,436
Fair Value of Planned Assets - -
Net Liability 203,725,678 170,456,436

Particulars

As at 15 July 2021

As at 15 July 2020

Amount recognised in statement of profit or loss

Current service cost 29,925,372 27,692,814
Interest cost 15,062,623 11,497,527
Actuarial (Gain)/ Loss on Leave (5,530,801) 19,028,599
39,457,194 58,218,940
Change in Present Value Obligations:
PV of Obligation at beginning of the year 170,456,436 143,263,102
Current Service Cost 29,925,372 27,692,814
Interest cost 15,062,623 11,497,527
Actuarial (Gain)/ Loss (5,530,801) 19,028,599
Benefit paid (6,187,908) (31,025,606)
Liability at the end of the year 203,725,722 170,456,436
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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/FlIs 3,714,541 3,714,541 -
Loans and advances to customers 113,572,010 113,572,010 -
Property & equipment 1,332,761 1,210,085 (122,676)
Employees' defined benefit plan 203,726 - 203,726
Provisions for investment (11,151) - (11,151)
Lease expenses as per NFRS 66,022 - 66,022
Bond Issue Expenses Amortization (19,644) (19,644)
Debenture issue cost - 854 854
Total temporary differences 117,131
Deferred tax asset/(liabilities) as on 31 Ashad 2078 35,139
Deferred tax asset/(liabilities) as on 31 Ashad 2077 35,235
Origination/(Reversal) during the year (96)
Deferred tax expense/(income) recognized in profit or loss 3,250
Deferred tax expense/(income) recognized in other com- (3,345)

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

Amount in NPR"000"

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

Gratuity - - - -
Leave encashment 51,137 9,981 - 61,118
Operating lease liability under NFRS 12,278 7,528 - 19,807
Actuarial loss - - - -
Financial assets held at FVTOCI 3,035 - (6,380) (3,345)
Bond Issue Expenes Amortization - (5,893) - (5,893)
Debenture Issue Expenses 108 148 - 256
Total of deferred tax assets 66,558 11,764 (6,380) 71,942
Property, plant and equipment (31,324) (5,479) - (36,802)
Total of deferred tax liability (31,324) (5,479) - (36,802)
Net deferred tax liability 35,234 6,284 (6,380) 35,139

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 126,404,400. Bank has considered average cost of deposit for
FY 2077/78 i.e. 5.42% 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 9.10
Average Interest Rate of Deposit and Borrowing 5.28
Average Interest Rate Spread 3.82

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 pPlanning, 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 Remark
Machhapuchchhre Kriti Capital Limited Subsidiary Company
Dr. Birendra Prasad Mahato BOD Chairman
Mr. Roshan K.C Director
Mr. Gopi Krishna Neupane Director Resigned w.e.f 2077.10.27
Mr. Bishwo Prakash Gautam Director
Mr. Haribhakta Sigdel Director
Mr. Mukunda Mahat Director
Mr. Jaya Mukunda Khanal Director
Ms. Shreejana Karki Bhattarai Director Resigned w.e.f 2078.04.24
Ms. Bandana Karki Director Appointed w.e.f 2078.04.24
Mr. Sarju Kumar Thapa DGM-Business
Mr. Bishwambhar Neupane DGM-Operations
Mr. Narayan Prakash Bhuju CTO Resigned w.e.f 2077.08.28
Mr. Prasiddha Raj Aryal AGM-Business Appointed w.e.f 2077.08.03
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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 2,784,154
Other Board Expenses 1,417,924
Total 4,202,078

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

Particulars Amount In “NPR”
Short term employee benefits 33,354,091
Post- employment benefits 721,490
Other long term benefits 3,362,593

Termination benefits(Retirement Compensation)
Total 37,438,174
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 2078 (including CEO): 4
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17.4 Machhapuchchhre Kriti Capital Limited-Subsidiary of Machhapuchchhre Bank Limited.
The Bank has invested NPR 200 million in Machhapuchchhre Kriti Capital Ltd, subsidiary company of the Bank. Transaction
details with Machhapuchchhre Kriti Capital Limited is as follows:

Amount in NPR

Particulars Amount

Balance as at 31 Ashad 2078

Fixed Deposit from Subsidiary 91,000,000
Call Deposit from subsidiary 2,654
Current Deposit from subsidiary 7,195,989
Transactions during the year

Interest paid to Subsidiary 11,841,291
DP Service received from subsidiary 454,551

17.5 Key Management Personnel of Machhapuchchhre Kriti Capital Limited.

Key Management Personnel (KMP) are those persons having authority and responsibility of pPlanning, 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. Deepak Rajbhandary Director
Mr. Jeevan Uprety Director

18. Operational Lease Expense

Bank has been making lease payments for operating different branches and therefore as provisioned under “NAS 17-
Leases” it has been recognized on systematic basis that represents time pattern of user's benefits.

19. Sakchyam Project

Sakchyam Project is the project funded by DFID for operating Access to Rural Banking Sakchyam Access to Finance
Program. The bank has been running three projects under Sakchyam Access to Finance Program where the programs are
operated focusing on the women empowerment, banking access to the rural areas and simplified microcredit services.
The bank has received NPR 115,088,245 till 2077/78 from the project which has been parked to Sakchyam Fund Account.
The total amount expended & income and grant liability recognized during the FY 2077/78 from the fund is as follows:

Amount in NPR
Total expenses Income recognized Grant liability recognized

30,095,957 25,507,875 2,193,895

20. 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 Kriti 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
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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

21. 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 31 Ashad 2078 till the signing of this financial statement on 6 Ashwin 2078.

22. Proposed Dividend

The Board of Directors has proposed 0.70% of cash dividend and 13.30% of bonus shares on bank paid up capital, subject
to approval from Nepal Rastra Bank and Annual General meeting.

23. 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
Keshav Prasad Rijal 10-Feb-11 375,000
Cosmic Automobile 3-Sep-12 24,210,000
Kantipur Surgical Pvt. Ltd. 1-Jul-19 12,586,918
Padam Singh Rana 6-Sep-19 1,005,784
Saroj Pariyar 23-Dec-19 953,989
Doma Lama Tamang 6-Jan-20 1,227,548
DS Nepal 16-Mar-20 17,718,065
Saujanya Collection Pvt.Ltd 16-Oct-20 28,600,000
Seti Mahakali Jwellers 10-Jan-21 6,630,394
Tek Bahadur Bishwakarma 10-Jan-21 2,696,796
Mohan Prasad Sitaula 11-Jan-21 42,500,000
Shubha Sahayatri Pvt.Ltd 11-Jan-21 40,634,000
Mohan Bibidh Centre 23-Feb-21 7,500,000
Kazis Vision International 23-Mar-21 80,000,000
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
Total 273,910,573
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24. Contingent Liabilities

Contingent liabilities related details has been presented under Schedule 4.28.

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.

Particulars Units Year ended Year ended
15 July 2021 15 July 2020
Profit attributable to equity shareholders NPR | 1,607,473,174 1,265,150,663
Weighted average of number of equity shares used in computing Nos. 90,530,946 84,584,777
basic earnings per share
Earnings Per Share (EPS) NPR 17.76 14.96
Diluted Earnings Per Share(DPS) NPR 17.76 14.96

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 97,832,934 (PY NPR 98,580,995). Details have been

presented as under: Amount in NPR
Dividend Payable of FY As at 15 July 2021 As at 15 July 2020
2076/77 17,755,394
2075/76 35,039,780 44,442,578
2074/75 30,085,422 36,420,250
2073/74 14,952,338 17,718,167
Total 97,832,934 98,580,995

27. Non-performing assets

The Banks' non-performing assets ratio stood at 0.62% (Previous year 0.52%) as at balance sheet date. The total non-

performing assets as at balance sheet date is NPR 720,376,359 (Previous year NPR 494,078,967) and loan loss provision

related to non-performing assets calculated as per NRB directives is NPR 395,938,729 (Previous year 372,736,045).
Amount in NPR

Particulars This Year Previous Year | Change Amount %
Performing Loan 115,654,763 94,042,599 21,612,164 23%
Pass 111,479,586 87,953,122 23,526,464 27%
Watch list 4,175,176 6,089,476 (1,914,300) -31%
Non-Performing Loans (NPL) 718,662 494,079 224,583 45%
Restructured/rescheduled - 2,181 (2,181) 100%
Substandard 361,849 - 361,849 -
Doubtful 101,458 238,869 (137,412) -58%
Loss 255,356 253,029 2,327 1%
Gross Loans & Advances 116,373,425 94,536,678 21,836,747 23%
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NPL ratios:
Gross NPL to Gross Loans & Advances :0.62%
Net NPL to Net Loans & advances :0.28%

28. Capital Structure and Capital Adequacy

Nepal Rastra Bank has issued guidelines for implementation of New Capital Adequacy Framework under Basel |ll
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 15 July 2021
Paid up Equity Share Capital 9,053,095
Equity Share Premium 30,882
Proposed Bonus Equity Share
Statutory General Reserve 2,028,066
Retained Earnings 1,271,636

Un-audited current year cumulative profit/ loss

Capital Redemption Reserve

Capital Adjustment Reserve

Dividend Equalization Reserve

Other Free Reserve

Less : Goodwill
Less: Intangible Assets 126,031
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
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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

12,011,881

(b) Tier 2 capital and a breakdown of its components

Amount in NPR"000"

Supplementary Capital (Tier 2) As at 15 July 2021
Cumulative and/or Redeemable Preference Shares
Subordinated Term Debt 3,000,000
Hybrid Capital Instruments
Stock Premium
General Loan Loss Provision 1,657,993
Exchange Equalization Reserve 40,069
Investment Adjustment Reserve
Assets Revaluation Reserve
Other Reserves
Total Supplementary Capital 4,698,062

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 | 5 ) 559 | 13.05.2076 12-05-2086 10.25% 3,000,000
Debenture, 2085

*Interest is payable half yearly basis

(d) Deduction from capital

“Amount in NPR"000"

Particulars As at 15 July 2021
Intangible Assets 126,031
Investment in equity of institutions with Financial interests 200,000
Purchase of Land& Building in excess of limit and unutilized 45,766
Total 371,797

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

Machhapuchchhre Kriti Capital Limited amounting NPR 20 Cr.

e) Total qualifying capital

Amount in NPR"000"

Particulars As at 15 July 2021
Core Capital 12,011,881
Supplementary Capital 4,698,062
Total Qualifying Capital (Total Capital Fund) 16,709,944
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f) Capital Adequacy Ratio of the bank is 12.06%

(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
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 10.25% Machhapuchchhre Debenture 2085 amounting NPR 3,000 million. These
debentures do not carry any voting rights. These debentures are subordinate to the depositors of the bank.

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
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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 15 July 2021
Risk Weighted Exposures
Risk Weighted Exposure for Credit Risk 128,814,792
Risk Weighted Exposure for Operational Risk 6,089,566
Risk Weighted Exposure for Market Risk 27,442
Total Risk Weighted Exposures (Before adjustments of Pillar Il) 134,931,800
Add RWE equivalent to reciprocal of capital charge of 2 % of gross income. 964,148
Add: 2% of RWE added by supervisory Review 2,698,636
Total Risk Weighted Exposures 138,594,584

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

“Amount in NPR"000"

Particulars As at 15 July 2021
Claims on government and central Bank 793,752
Claims on other official entities -
Claims on Banks 2,496,289
Claims on corporate and securities firm 50,693,972
Claims on regulatory retail portfolio 43,853,935
Claim secured by residential properties 4,017,438
Claims secured by commercial real state 924,437
Past due Claims 448,782
High risk claims 1,170,149
Other Assets 5,251,287
Off Balance sheet Items 19,164,752
Total 128,814,792
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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 - 1.60 - -

2 usD 404,974 120.10 48,637,425 48,637,425

3 GBP 9,185 164.69 1,512,655 1,512,655

4 EUR 7,289 142.63 1,039,574 1,039,574

5 THB 12,000 3.50 41,940 41,940

6 CHF 670 129.64 86,855 86,855

7 AUD 6,952 91.87 638,706 638,706

8 CAD 4,070 95.03 386,772 386,772

9 SGD 4,338 89.17 386,798 386,798

10 JPY 4,408,111 1.10 4,831,290 4,831,290
1 HKD 2,210 15.41 34,045 34,045
12 DKK - 18.04 - -
13 SEK 50 13.83 691 691
14 SAR 5,655 31.84 180,027 180,027
15 QAR 2,029 32.78 66,500 66,500
16 AED 18,987 31.65 600,836 600,836
17 MYR 14,079 28.64 403,152 403,152
18 KRW 1,732,000 0.11 184,458 184,458
19 CNY 60,601 18.33 1,110,817 1,110,817
20 KWD 149 395.86 58,983 58,983
21 BHD 559 317.67 177,416 177,416
(a) Total Open Position 60,378,941 60,378,941
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 3,018,947
(d) Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
(e) Equivalent Risk Weight Exposure (=cxd) 27,442,229

(iii) Calculation of Operational Risk Exposure

Amount in NPR"000"

. Fiscal Year
S.N. Particulars

2017/18 2018/19 2019/20
1 Net Interest Income 2,739,799 3,549,756 3,861,899
2 Commission and Discount Income 491,069 790,519 947,590
3 Other Operating Income 9,034 28,139 70,129
4 Exchange Fluctuation Income 166,803 303,332 282,164
5 | Addition/Deduction in Interest Suspense during the period 000 16,587 141,563
6 Gross income (a) 3,406,705 4,688,333 5,303,346
7 | Alfa (b) 15% 15% 15%
8 Fixed Percentage of Gross Income [c=(axb)] 511,006 703,250 795,502
9 | Capital Requirement for operational risk (d) (average of ¢) 669,919
10 | Risk Weight (reciprocal of capital requirement of 11%) in times (e) 9.09
11 Equivalent Risk Weight Exposure [f=(dxe)] 6,089,566

¢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] 6,089,566

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

Particulars Gross Provision Net of Provision

Restructured/Rescheduled - i ,

Substandard 361,849 90,462 271,387
Doubtful 101,458 50,729 50,729
Loss 255,356 255,356 -
Total 718,662 396,547 322,115

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 2020/21 2 3 Q
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M. Khanal & CO., Chartered Accountants

Kathmandu, Nepal Tel:- 5542160
PAN/NVAT No.500094178 Email:- charteredmahesh. mk@gmail.com

Independent Auditors’ Report
To TheShareholders of
Machhapuchchhre Kriti Capital Limited.

Qualified Opinion

We have audited the accompanyingfinancial statements of Machhapuchchhre Kriti Capital
Limited., which comprise the statement of financial position as at Ashad 31, 2078, statement of
the profit or loss, statement of changes in equity and statement of cash flow for the yearthen
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 31, 2078, 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 financial year, the company has acquired then M/S. Kriti Capital and Investments
Limited and the purchase consideration have been provided in the form of equity shares of the
company as per due diligence audit carried out for the purpose of acquisition and merger. The
resulting difference amount on share swap is transferred to share premium account.

However, 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 has resulted in understatement of company’s asset.

2 X Q www.machbank.com




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

Management is 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 statementsthat 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 Organization’s financial
reporting process.

Auditors Responsibilities for the Audit of the Financial Statements

Ourresponsibility 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 fair 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

“ A & Co

control that we identify during our audit.

Annual Report 2020/21
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Report on the Requirements of Companies Act, 2063

We have examined the attached financial statements and report that:

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

2. 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 to the provisions of laws relating to accounts or committed any

misappropriation or caused loss or damage of the company.

o RPN - I —e -
For: M. Khanal& Co.,

Chartered Accountants

5 B Co,
L

CA. Mahesh Khanal [[F,

-

UDIN Number: 210922CA00102phLkD [IL';

2|
-
';'\' o c,.{'v
Place: Kathmandu, Nepal Nartarcd .

Date: 2078/06/06
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Machhapuchchhre Kriti Capital Limited

Kathmandu, Nepal

Statement of Financial Position

As on 31st Asadh, 2078 (15 July 2021)
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Amount in NPR

Particulars Notes | Asat 15 July 2021 | As at 15 July 2020
Assets
Non Current Assets
Property, Plant & Equiptment 3.1 5,007,963 8,746,757
Intangible Asset 3.2 1,300,166 578,899
Financial Assets Held At Amortized Cost 3.3 67,728,180 7,500,000
Deffered Tax Asset 34 209,297 -
Trade & Other Receivable, Prepaid Expenses & Advances 3.5 400,000 -
Total Non Current Assets 74,645,607 16,825,656
Current Assets
Cash And Cash Equivalent 3.6 42,127,676 18,862,991
Financial Assets Held At Amortized Cost 3.7 161,000,000 180,000,000
Financial Assets Held At Fair Value Through Profit Or Loss 3.8 25,615,929 -
Advance Tax 11,505,392 3,265,006
Trade & Other Receivable, Prepaid Expenses & Advances 3.9 15,114,659 562,749
Total Current Assets 255,363,656 202,690,746
Total Assets 330,009,262 219,516,402
Equity And Liabilities
Equity
Share Capital 3.10 267,607,200 200,000,000
Share Premium 13,850,825 -
Retained Earning and Reserves 3.11 25,636,474 13,639,107
Total Equity 307,094,499 213,639,107
Liabilities
Non Current Liabilities
Long Term Loan 1,240,022 -
Employee Benefit Liability 3.12 3,189,939 118,761
Deferred Tax Liability 3.4 - 105,337
Lease equilization reserve 253,142 328,215
Total Non Current Liabilities 4,683,102 552,313
Current Liabilities
Short Term Loan - -
Employee Benefit Liability 3.12 4,757,674 1,221,666
Income Tax Payable 11,274,343 3,194,537
Trade & Other Payable 3.13 2,199,644 908,779
Total Current Liabilities 18,231,661 5,324,982
Total Liabilities 22,914,764 5,877,295
Total Equity and Liabilities 330,009,262 219,516,402

Tika Bhattarai As per our report of even date

Director

Bishwambhar Neupane
Chairman

Deepak Rajbhandary
Director

Jeevan Kumar Uprety
Director

Mahesh Khanal,
Shankar Rajbahak FCA

Assistant Manager For, M.Khanal & Co.,

Govind Prasad Sharma
Deputy Chief Executive Officer

Deepesh Kumar Vaidya
Chief Executive Officer

Date: 22 September 2021
Place: Kathmandu, Nepal

Chartered Accountants
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Statement Of Profit Or Loss And Other Comprehensive Income
For the year ended 31st Ashad 2078 (15 July 2021)

Amount in NPR

Particulars Notes Year ended Year ended
15 July 2021 15 July 2020

Income

Income from Operation 3.14 38,890,521 638,365
Interest Income 3.15 14,997,198 18,384,280
Net Gain Or Loss Of Financial Instruments-FVTPL 3.16 5,832,919 -
Other Income 3.17 1,450,928 42,000
Total Income 61,171,566 19,064,645
Expenses

Operating Expenses 3.18 1,890,147 818,900
Employee Expenses 3.19 16,903,498 2,889,780
Premises Cost 3.20 3,720,264 2,716,924
Administrative Expenses 3.21 3,348,887 1,128,577
Interest Expenses 71,706 -
Depreciation 3.1 1,235,132 477,388
Amortization 3.2 202,057 38,081
Total Expenses 27,371,691 8,069,649
Profit / Loss Before Tax 33,799,875 10,994,996
Income Tax Expense 3.22 9,596,690 3,414,692
Profit (Loss) For The Year 24,203,184 7,580,304
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 24,203,184 7,580,304
Earning Per Share (BEPS) 9.04 3.79
Diluted Earning Per Share (DEPS) 9.04 3.79

Bishwambhar Neupane Tika Bhattarai
Chairman Director Director

Deepak Rajbhandary

Jeevan Kumar Uprety
Director

Govind Prasad Sharma
Deputy Chief Executive Officer

Deepesh Kumar Vaidya
Chief Executive Officer

Date: 22 September 2021
Place: Kathmandu, Nepal

2¥ % wwwmachbank.com

Shankar Rajbahak
Assistant Manager

As per our report of even date

Mahesh Khanal,

FCA

For, M.Khanal & Co.,

Chartered Accountants




For the year ended 31st Ashad 2078 (15 July 2021)

Statement Of Cash Flows

23 3t i@ gfeid@eT 20199,/9C

Amount in NPR

Particulars Year ended 15 July 2021 Year ended 15 july 2020
Cash Flow From Operating Activities
Net Profit Before Taxation And Extraordinary Items 33,799,875 10,994,996
Adjustment For:
Depreciation 1,235,132 477,388
Amortisation 202,057 38,081
Income From Sweat Equity
Deferred Tax (Income)/Expense (1,103,217) -
Gain On Sales Of Assets - -
Interest Expenses 71,706 -
Operating Profit Before Working Capital Changes 34,205,553 11,510,465
Decrease / (Increase) In Trade And Other Receivable (14,551,910) 3,061,046
(Decrease) / Increase In Trade And Other Payables 1,290,865 789,784
(Decrease) / Increase In Employee Benefit Payables 6,607,185 1,340,427
(Decrease) / Increase In Non-Current Liabilities (75,073) 328,215
Decrease / (Increase) In Other Non Current Assets (400,000) -
Changes in Deferred tax Assets/Liabilites - -
Income Tax Paid (8,968,686) (4,623,825)
Net Cash Flow From Operating Activities 18,107,934 12,406,111
Cash Flows From Investing Activities
(Purchase) Of Property, Plant & Equiptment (770,615) (9,841,125)
(Purchase) Through Acquisition (4,374,608) -
Sale Of Property, Plant & Equiptment 6,725,560 -
Investment In Financial Assets (66,844,109) (7,500,000)
Net Cash Flow From Investing Activities (65,263,771) (17,341,125)
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 From Loan 1,240,022 -
Dividend Paid (12,800,000) -
Interest Paid (71,706) -
Net Cash Flow From Financing Activities 70,420,523 -
Net Increase In Cash And Cash Equivalents 23,264,686 (4,935,014)
Cash And Cash Equivalents At Beginning Of Period 18,862,991 23,798,004
Cash And Cash Equivalents At End Of Period 42,127,676 18,862,991

Bishwambhar Neupane As per our report of even date

Chairman

Tika Bhattarai Deepak Rajbhandary Jeevan Kumar Uprety
Director Director Director

Mahesh Khanal,
Shankar Rajbahak FCA

Assistant Manager For, M.Khanal & Co.,

Govind Prasad Sharma
Deputy Chief Executive Officer

Deepesh Kumar Vaidya
Chief Executive Officer

Date: 22 September 2021
Place: Kathmandu, Nepal

Chartered Accountants
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Machhapuchchhre Kriti Capital Limited

Kathmandu, Nepal
Notes to the Financial Statements for the Period ended 31st Ashad 2078 (15th July 2021)

1. Corporate Information

Machhapuchchhre Kriti Capital Ltd., (hereinafter referred to as MKCL 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. 175858/074/075. MKCL 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
MKCL is situated at Kathmandu Metropolitan - Ward No. 11, JDA Complex, Bagdurbar, Sundhara.

Machhapuchchhre Capital Limited (MCL) changed its name to Machhapuchchhre Kriti Capital Limited on 17th Mangsir
2077. And it completed its strategic merger with Kriti Capital and Investments Limited (KCIL) and started joint operation
in the name of Machhapuchchhre Kriti Capital Limited on 2nd Magh 2077.

From its initial establishment, MKCL, as a licensed Merchant Banker, has been providing Portfolio Management Services,
Corporate Financial Services, and Underwriting Services. After the merger with Kriti Capital and Investments Limited,
MKCL is also providing Depository Participants services with DP registration number 45 and as a Depository member with
CDS and Clearing Ltd. with membership number 039.

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) except
as stated in note 3.23. The Financial Statements were authorized for issue by the Board of Directors on 5th Ashwin
2078. 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 2077 to 31st Ashadh 2078.

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.
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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 are 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
Office equipment 10 years
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Wooden furniture 8 years
Metal Furniture 10 years
Vehicles 7 years
Computer and printer 5 years
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 on the basis of the costs incurred to acquire and bring to use the
software. These costs are amortized over the estimated lives of 5 years.

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.

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.
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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 Feeis recognized 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.

b. Portfolio Management Fee
Annual Management fee and Performance fee is recognized as revenue as stated in the portfolio management service
agreement.
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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 Kriti Capital Ltd. (MKCL) and Machhapuchchhre
Bank Ltd. (MBL). As per this agreement, MKCL 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 have been provided for 10% of net profit before such bonus.

3. Other Explanatory Notes

3.1 Plant, Property and Equipment

Total carrying amount of Tangible Assets NPR. 3,815,027 is the written down value of assets acquired from KCIL as on joint

operation date i.e. 2nd Magh 2077, which has been added and treated as acquired assets from business combination.
Disposal of assets totaling NPR. 67,25,560 (written down value) have been done during the year.
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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 2077 616,980 616,980
Additions during the year 397,216 397,216
Acquired through business Combination 526,108 526,108
Disposal - -
Closing balance as at 31 Ashad 2078 1,540,304 1,540,304
Accumulated Amortization and Impairment

Opening balance as at 1 Shrawan 2077 38,081 38,081
Additions during the year 202,057 202,057
Revaluation - -
Disposal - -
Closing balance as at 31 Ashad 2078 240,138 240,138
Carrying Amount as at 15 July 2021 1,300,166 1,300,166
Carrying Amount as at 15 July 2020 578,899 578,899

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.
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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.

FINANCIAL ASSETS HELD AT AMORTIZED COST

Particulars As at 15 July 2021 As at 15 July 2020

10% Nabil Debenture 2082 2,500,000 2,500,000
10 % Sunrise Debenture 1,000,000 -
10.25% Kbl Debenture 2086 5,000,000 5,000,000
10.5 % Sbl Debenture 2082 1,044,180 -
8.5% Global Ime Debenture 2086/87 1,000,000 -
8.5% Nmb Debenture -2087/88 1,000,000 -
8.5% Sbl Debenture 2084 2,438,000 -
8.75% Primed 2085 1,500,000 -
9.5% Ncc Debenture 2086 2,246,000 -
Kriti Venture Fund Limited 50,000,000 -

Total 67,728,180 7,500,000

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.
Deferred Tax Liabilities of KCIL carried forward on merger have been charged to profit and loss statement amounting Rs
7,88,583.18 and calculation of Deferred Tax for MKCL have been shown as below:

Particulars Accounting | Taxation Difference Tax DTL DTA Net
Base Base Rate
Fixed Assets 6,308,130 5,903,340 404,790 30% 121,437 -
Gratuity Provision 1,533,480 460,172 (1,073,308) 30% -1 (321,992)
Leave Provision 1,638,239 122,380 (1,515,859) 30% -| (454,758)
Lease equalization 253,142 - (253,142) 30% - (75,943)
Investments 25,615,929 | 23,876,066 1,739,862 30% 521,959
Total 35,348,919 | 30,361,958 (697,656) 643,396 | (852,693) (209,297)
Closing Deferred Tax Liabilities/(Assets) (209,297)
Opening Deferred Tax Liabilities 105,337
Income transferred to Profit and Loss Account 314,634

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 15 July 2021 As at 15 July 2020

License Deposit 300,000 -

Security Deposit 100,000 -
Total 400,000 -
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3.6 Cash and Cash Equivalents
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For the purpose of presentation in the statement of Cash Flows, Cash and Cash Equivalents includes 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.

As at 15 July 2021

As at 15 July 2020

Cash In Hand - -
Cash at Bank 42,111,726 18,862,991
Gold and Silver 15,950 -
Total 42,127,676 18,862,991

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.

Particulars Mature date As at 15 July 2021 As at 15 July 2020
Bank Of Kathmandu FD 7/29/2021 30,000,000

Garima Development Bank Ltd. FD 2/11/2022 7,500,000

Machhapuchhre Bank Ltd FD (12 M) 2/3/2022 31,000,000 180,000,000
Machhapuchhre Bank Ltd (6m) 8/2/2021 35,000,000

Machhapuchhre Bank Ltd (3m) 8/3/2021 25,000,000

Shangri-La Development Bank Ltd. FD (12m) 3/14/2022 20,000,000

Shangri-La Development Bank Ltd. FD (6m) 4/28/2022 7,500,000

Shangri-La Development Bank Ltd. FD (3m) 7/29/2021 5,000,000

Total 161,000,000 180,000,000

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)

Name of Entities/Units Qty Cost Price Market Value Gain

Investment in Equities

Citizen Investment Trust 9 21,622 31,419 9,797
Citizens Bank International Limited 1,050 350,761 405,300 54,539
Garima Bikas Bank Limited 1,250 581,173 680,000 98,827
Himalayan Distillery Limited 280 1,234,579 1,543,360 308,781
Kamana Sewa Bikas Bank Limited 1,063 562,630 616,540 53,910
Kumari Bank Limited 1,210 387,474 448,910 61,436
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Laxmi Bank Limited 750 283,864 296,250 12,386
Lumbini General Insurance Limited 682 571,378 531,960 (39,418)
Muktinath Bikas Bank Limited 939 584,400 616,923 32,523
Nadep Laghubtta Bittiya Sanstha Limited 100 99,306 103,900 4,594
Nepal Doorsanchar Company Limited 400 538,716 525,600 (13,116)
Nepal Infrastructure Bank Limited 3,569 1,941,675 1,755,948 (185,727)
Nepal Investment Bank Limited Promoter 3,096 1,232,764 1,247,688 14,924
Nic Asia Bank Limited 1,802 1,621,673 1,791,188 169,515
Nirdhan Utthan Laghubitta Bittiya 556 641,096 889,600 248,504
Nmb Bank Limited 566 217,245 249,040 31,795
Prabhu Bank Limited 1,600 740,490 731,200 (9,290)
Premier Insurance Company Limited 600 763,746 702,000 (61,746)
Prudential Insurance Company Limited 1,280 1,103,979 1,036,800 (67,179)
Sanima Bank Limited 1,500 635,917 727,500 91,583
Shivam Cements Limited 1,062 1,620,315 1,548,396 (71,919)
Siddhartha Bank Limited 1,000 500,483 504,000 3,517
Siddhartha Insurance Limited 568 620,974 600,944 (20,030)
Surya Life Insurance Company Limited 510 462,592 470,220 7,628
IME General Insurance Ltd. 42 - 50,778 50,778
Sub-total 17,318,851 18,105,464 786,613
Investment in Mutual Funds

Citizens Mutual Fund-2 750 7,333 10,613 3,279
Global IME Samunnat Scheme 1 600 6,838 12,168 5,330
Nabil Balanced Fund-2 5,000 50,000 70,500 20,500
Nibl Pragati Fund 3,374 34,738 50,104 15,366
Nibl Sahabhagita Fund 95,510 999,990 1,666,650 666,660
Nibl Samriddhi Fund - li 100,000 1,000,000 1,081,000 81,000
Prabhu Select Fund 350,000 3,500,000 3,549,000 49,000
Sanima Equity Fund 1,800 20,030 30,222 10,192
Sanima Large Cap Fund 20,000 200,000 210,000 10,000
Siddhartha Equity Fund 22,933 238,287 322,209 83,922
Sunrise Bluechip Fund 50,000 500,000 508,000 8,000
Sub-total 6,557,215 7,510,465 286,590
Grand Total 24,876,066 25,615,929 1,739,862

On investment valued at FVTPL there is fair value increment of Rs 1,739,862. 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 15 July 2021 As at 15 July 2020
Accrued Interest Receivable on Fd 923,999 -
Accrued Interest Receivable on Debenture 715,571 287,568
Dividend Receivable 29,354 -
Prepaid Insurance 56,793 28,695
Stationery Stocks - 7,304
Advances for Rent - 121,500
Prepaid Computer and Internet charge 15,593 -

2R’ <  www.machbank.com




23 3t i@ gfeid@eT 20199,/9C

Advances for Investments 1,000,000 -
Receivables from Other parties 12,373,349 117,681
Total 15,114,659 562,749

3.10 Share Capital

Share Capital of MKCL has been increased to Rs 267,607,200 from Rs 200,000,000 due to merger of KCIL with MCL. The
share value has been treated as equity instrument. Additional disclosure on share capital treatment has been disclosed

under business combination note 3.23.

Particulars

As at 15 July 2021

As at 15 July 2020

Share Capital

Authorized Share Capital

(4,000,000 Ordinary Shares of Rs 100 each) 400,000,000 300,000,000
Issued Share Capital

(3,148,320 Ordinary Shares of Rs 100 each) 314,832,000 300,000,000
Subscribed and Paid Up Share Capital

(2,676,072 Ordinary Shares of Rs 100 each) 267,607,200 200,000,000

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 15 July 2021

As at 15 July 2020

RETAINED EARNING AND RESERVES

Retained Earning 22,014,686 12,805,274
General Reserve 3,379,756 758,030
Provision for CSR 242,032 75,803

Total 25,636,474 13,639,107

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.
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Staff Gratuity Provision

Staff gratuity provision has been created as stipulated by Labor Act 2074. Company makes defined contribution of 8.33%
of monthly basic salary of each employees 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
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 15 July 2021 As at 15 July 2020
Employee Benefit Liablity (Current)
Provident Fund Payable 115,893 -
Retirement Fund 164,635 -
Provision For Bonus 4,327,022 1,221,666
Salary And Perks Payable 150,123 -
Total 4,757,674 1,221,666
Employee Benefit Liablity (Non-Current)
Leave Provision 1,638,239 52,300
Provision For Gratuity Encashment A/C 1,533,480 66,461
Welfare Fund 18,220 -
Total 3,189,939 118,761

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 15 July 2021 As at 15 July 2020

Trade And Other Payables
Sundry Payable 20,231 -
Sebon Fee Payable 670,899 18,900
Tds-Remuneration Income Tax 365,627 -
Tds-Social Security Tax 133,818 1,599
Tds- Individual & Propriotership Firm 25,690 -
Tds-Other Entities Tax 4,500 36,818
Tds Payable 15,612 -
Tds-Private Limted 11,117 -
Tds-Public Limited 4,812 -
Retention Money - 520,716
Provision For Expenses - 119,492
Payable To Different Parties 947,338 211,255

Total 2,199,644 908,779
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3.14 Revenue From Operation

Following table summarizes the operating revenue recognized during the period.
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Particulars As at 15 July 2021 As at 15 July 2020
Income From Operation
Underwriting Service Fee Income 693,910 630,000
Income From Corporate Financial Advisory 4,667,699 -
Income From Portfolio Management Services 32,305,998 -
Depository Participant Income 1,222,914 -
Total 38,890,521 630,000

3.15 Income From Investment

Following table summarizes the operating revenue recognized during the period.

Particulars

As at 15 July 2021

As at 15 July 2020

Interest Income

Interest From Debentures And Bond 1,147,746 291,130
Interest Income 324,237 -
Interest Income From Fixed Deposits 13,525,216 18,093,150
Total 14,997,198 18,384,280

3.16 Gains (losses) from Financial Investment

The gains from investment in financial instrument treated on FVTPL have been have been summarized as under:

Particulars

As at 15 July 2021

As at 15 July 2020

Net Gains/(Losses) Of Financial Investments-FVTPL

Dividend Income 37,524 -
Income From Sale Of Investment 7,257,751 -
Loss On Sale Of Investment (777,866) -
Net Gains/(Losses) Of Financial Investments- FVTPL (684,489) -
Total 5,832,919 18,384,280

3.17 Other Income

Particulars

As at 15 July 2021

As at 15 July 2020

Other Incomes

Rent Income 60,000 -
Miscellaneous Income 336,377 42,000
Service Income 454,551 8,365
Sweat Equity Share Income 600,000 -
Total 1,450,928 50,365

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 15 July 2021 As at 15 July 2020
Operating Expenses
Dp Service Expenses 228,973 -
License Fee And Renewal Charges 410,000 800,000
Registration Fee And Application Charges 60,000 -
Sebon Fee Expenses 1,191,174 18,900
Total 1,890,147 818,900
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3.19 Employee Expenses

Particulars

As at 15 July 2021

As at 15 July 2020

Employee Expenses

Gratuity Expenses 448,852 66,461
Staff Provident Fund 521,892 36,638
Annual Force Leave Payment 1,253,677 18,400
Dashain Allowances 175,881 -
Communication Allowance 202,967 -
Fuel Allowance 149,741 13,957
Lunch Allowance 584,849 60,486
Staff Amenities 12,335 21,425
Staff Overtime Expenses 7,025 -
Salary Expenses 8,465,338 1,344,206
Leave Encashment Expenses 1,276,204 52,300
Statutory Bonus 3,755,542 1,221,666
Team Building Expenses 31,150 -
Training And Development Expenses 18,046 54,240
Total 16,903,498 2,889,780

3.20 Building and Premise Expenses

These are expenses incurred for office premise related rent, security and sanitation related expense

Particulars

As at 15 July 2021

As at 15 July 2020

Building And Premises Cost

Cleaning Charges 194,991 220,939
Office Electricity Expenses 186,102 61,351
Rent Expenses 2,544,360 1,813,215
Security Charges 12,250 -
Security Guard Expenses 742,769 612,170
Water And Utilities 39,791 9,250

Total 3,720,264 2,716,924

3.21 Administrative Expenses

Particulars

As at 15 July 2021

As at 15 July 2020

Administrative Expenses

Advertisement And Publication 238,063 7,249
Annual General Meeting Expenses 40,859 -
Inaguration Expenses 87,347 98,672
Audit Fee 56,500 39,550
Due Diligence Audit 150,000 -
Internal Audit Fee 60,000 -
Covid-19 Expenses 38,212 -
Allowance And Travel Expenses 58,563 -
Fuel Expenses 66,386 20,354
Fuel Exp - Generator 4,000 4,050
Parking Charges 45,140 -
Staff Conyeyance Expenses 1,411 -
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Transportation Expenses 2,000 -
Wages Expenses 3,000 -
Insurance Expenses 92,826 14,783
Computer And Internet Charge 521,970 -
Electrical And Wiring Expenses 70,982 -
Software Expenses 19,471 39,572
Telephone And Communication 216,413 218,056
Telephone Expenses 6,669 -
Consultancy Fee 124,300 95,000
Board Meeting Allowances 444,000 102,000
Board Meeting Expenses 25,031 5,680
Committee Meeting Allowances 114,000 32,000
Meeting Expenses 6,727 -
Merger Committee Meeting Allowance 348,000 -
Branding Expnses - 113,000
Lunch Expenses 5,100 -
Office Expenses 93,883 94,850
Pantry Expenses 69,981 -
Stationery Expenses 147,757 -
Corporate Socail Responsibility Expenses 5,367 6,530
Repair And Maintenance Expenses 56,677 9,859
Staff Outsource Service 128,253 227,372

Total 3,348,887 1,128,577

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 15 July 2021

As at 15 July 2020

Income Tax Expenses

Current Tax 10,663,786 3,194,537
Previous Year Tax 23,060 114,818
Deferred Tax (Income)/Expense (1,103,217) 105,337
Total 9,583,629 3,414,692

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
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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:

Period Current Year Previous year
Up to 1 year 2,290,668 1,620,000
1- 5 years 10,342,366 7,456,050
Above 5 years 14,191,146 9,219,474

Lease equalization reserve for this year in operating lease is increased by Rs 253,142,

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 executed Underwriting Agreement with Terhathum Power Co. Ltd. for underwriting of shares of
6,00,000 units of public shares. If these shares are not fully subscribed by public, the further subscription responsibility
lies with the company (Machhapuchchhre Kriti Capital Ltd.). If no any of the shares are subscribed by public then, there
is the contingencies of 6,00,000 units shares with each Rs 100 amounting total Rupees 6,00,00,000. Looking towards the
subsequent events after balance sheet date, these shares have been already issued and fully subscribed.

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
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The above related persons are the member of the Board of Directors, Audit Committee and HR Committee and 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. 10,000 for Chairman and Rs. 8,000 for Directors. No other benefits or allowances
are provided to the board of directors.

Key Management Personnel
Govind Prasad Sharma DCEO
DCEO has been deputed by the Parent company and entitled to remuneration from the parent company.

Name of the related person:
Mr. Deepak Rajbhandary - Director

Transaction with related party:

MKCL, after obtaining required consent from Securities Board of Nepal, has been providing portfolio management
services to Mr. Rajbhandary in accordance to the PMS product paper approved by the board.

Classification of financial assets to be measured at amortized cost is made on the basis of available information, facts and
circumstances that existed on the date of transition to NFRS.

(B) Related Party Transactions
Related party transaction with Parent company:

S.N. | Particulars Transaction Amount Nature of Transaction Remarks
1 Fixed Deposit at MBL 91,000,000.00 Fixed Deposit As on Reporting Date
2 Call Deposit at MBL 2,653.94 Bank Deposit
3 Current Deposit at MBL 7,195,989.47 Bank Deposit
4 Service income 454,551.25 DP service
5 Interest Income 11,841,290.76 Interest on FD and call
deposit

MKCL has not reported any business income from managing the portfolio of Mr. Rajohandary in the review period.

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 proposed dividend of 7% of and cash dividend 6.4% (inclusive of applicable
dividend tax on cash and stock dividend) of paid up capital, subject to approval from Annual General Meeting.
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