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AT GHTHT R%0,03 943.0% 1.2%)%
T Yokl Gg AT 9525 9REUR (L. %)%
Tl ATFETT SEAT R%.55 UL.§ %0.%5%
o ahetl SrTa 0.39 0.43% 0.94%
A G 90,4R¥.%0 9R,%49.%% 15.39%
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PSRRI 93.9%% 93.0%% 0.33%
afd IR g Jeae 13R.%% 13%.9% 1.59)%
wfd R SR oo %Y 30 (1%.59)%
ITETE%ehT HEAT (T Hh13-eL THd) 13 8% 3%.9%%
ATM & %% %= 39.40%
U HEAr 3984 ¥ss R¥.34%
23.0R% IS I

ﬂ@@lﬂﬂﬂ?&iﬁ%ﬁaﬁ@érmwﬁ WW o2
FHI; : RR.24% T T R, 0% Hfderder Jig Yol & | e s 8.5
o ST T T o ST o 3 MR G e | T A 200.00
ST ET g HH WS 0. 4R T IFH HUGRT S | sfohehl Fp

TR ST SAINGT Heve My Gy o | Gofteyr srafaem Pl AT oAl AT AT

Sleheh et TR 2¢. 3¢ TduTdel dfhg YUhT & 9 Ui J F
et 2.2 fawrder T Eg G 4. ¥4 FiaeTder e S |

TR YAt AT GSlt Taiear S

ST I 0%/ 00 AT dehen! Yt qATTddr STTATT 23.0%
aiqeTd Wbt © | TteT STt SRkl =aaw gt wifeddr
ST TR FehTr AuTer U ool dlshehl ST 22
T 9T R.0R YTqeTdel Set W@hl ©, STE Seheh! faxfier
Tt AsTga @Rl T G5 |

g

arffeqr STt Skl T MET & got.o4 I TR B,
S T 3R aeR! qemT 2% wR Uidwrdshr gfg & | A
SrafemT aTforsT shgEan 3fad giget HiE =2.2¢ Ufawa
W S | THYET STafmT Sehet Gedt fEmT 22,33 ufawa
qT F=a T8 R¥.%0 Hiawd gig afeae TRl ® 9
Slehehehl shet THETTHT 9 2. ¥R UfdwTder gfg aTfaet T & |
SerenT TTHfaeh AT STTER 7 sfohet ST TH 005/ 90
qT AT o QAT JaT qoT iaues qiErsH Ter
a1 T ASHIEE T ATThT oY | SR HHOT ekl
SAfea! el s=d @rdteh! faTET %, %0 Ufdwdel Ifg
T T 200,253 TAT Tod TIATEE Tl s Thel YU S |
ST SUEEAT §9q J=d M T a=d @rdr Jig 19 S
wHifaeTs f=aear fa denenT e © | FEtEr Jush! ST
dehenT e I=d @TAT HEAT <o, 2¥o Tl & | Shehl Tod
AT ST fTarveT et TTaTeRT 3%. 2R HfawTa faer STeenT B,
S 3fereelr O 33,0y gfderd @t forl |

TS T Aehohl QI STTHR ehohl FHaf FarawT demma
fHeTeRr ST ST wo ufdwId wEW Ty UHHT Sehet
HhATYEeh TR TUT HEANTA HaT ST dlehehl HHT

R & m e e srem e ®

SReRT [ TSIl TRH STl aven! geHTHT IR 4R Hfaerder
ghg wE gufter srafr &.44 o1 Qe © | G st
TS dehg®en! T Iig 2%.¥2 UGed el & | awre
TRt FINTS 2%, HT TNTERT HROT T Sfhwr ST Foil
foeaRetts e anar Uit I\ Seher @faer e IR.4R
faerd gig sfers arsehr T =T JTiY Wohl & |
TAMHIATS TR ST Ted STT9TE THT=T §F &, %. K% 376
fau=T o Feil yaTe iEshaT B, 7 HeT Holiehl (& AT
AfeaRT) oW HfawTd &bl |

Gefte STatET Seer Ty ATHw ST U T ghaE
¥R Ufawra fewam gridetr T aent sT=camT aTfoTsT Seheeeh]
A HoAleh] 3.3% HiaIq el ST Hhel WUH! S, I
siferear v 3,22 wfaera wel PRI | Tt T Sfehet FHivHT
2o UfaeTd T 39T quT qeied T = &uT ¢ ufdsrashr famr
QIhehTHT T fehehl 3T &IFHT shoil STHT SHEIT: 2%.23 T
2R.33 WA el & | A1 Tt ot shofl dathehl T et
TRTHTRT (& AT s1ferehr) w wfaeTd ggue wTarer et a9
SehehT 3t FHeITHT Y. o\ UTGSTd ThTHT el & |

e ST ehehy e Tt AT ST Tfed ! A
F R%.<¢ HUSHAR T E. 2.4% 3T Tgohl S | I Tefeh FuHT
F 4. 9% FUS Holl AFEHT TTTAT Teichl TIHT ANGTRT
T T Al AT Wl JoAmT Yo HISH Jig af |
e TR afvieRtor TRt sheitaT Sifaear snfelen awenT
JEHT & 376 S0 FHUSHT J15 Wl B | FHITHE 2% T THTEATS
HEIASTL 114 Tl T SfohgT ST aftst qerr fdferent swifem
R00% O HHIHT T AT FTRUT WU T R00% TH
HHTIYETd JaT8 UHT Holiclls STEel JTHT SF{TehtoT THUsh!
T W@ ATEhT STATUeh! STTURAT R0 ITER THHT doall
AT STRIOT T O Shsfiehl SATHT ShiFqHT @ Ufqerd sit
TR ST AW TR & |
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T o1l AT STSEITHT e TR FHeIlehRl ST 0.4
yiqerd Wbl & | Aol a¥ 0.2 Ufawrd ekl Hel T
Fell T HeT Hoflehl FATIAET 9 a9 Jig 98 0.9 ulaera
FIT TR T |

ekl fEToT el e ae T A SHTEHgT Fel
TS TreifHehd T T & | ST WHifa 1ged wiawmt
3T §T T ol STTGHATS HEITSI T4 Seheh! TS Holl
qAT ST ARATHIATS AT T ILTAHT BT o1l ST
qAT STEATIT UFHATATS 9T & TAT Helel ST S |

AT

arffer sTafeT SeheR! A T Afedl aHeR! gerTHT
2w ¥e Ulaerder ghg WS & 2.23 Fd TR S | FH T
e IR Toret, BT ToreT SuTasT qoIT 3177 aTHIa ShusT:
. 3% Ffa9rd, ¢%.]% Uia9md T ©. < HTawrd T el & |
I ool MG TR Ifed TguanT, ermHiaT fafaermr
AIAIST TAT OeE Tk Ufawkerr a1 o feameer
3T Odehdl A T ST ST ERAT BATiehad!
T3S TRl & | THte STafudr Sl RIgeTd wUg quT
HIHAT & 34,04 FUS TN TRl § | GSft aTsmrmr afen
TTHT eI TSRl 9T ST fathet fo ammaT et
FIITGEHT TohT & T ool THIET STaRHT 3% ATHIgeee
&, %% .<Q ARG G AT YT bl S |

TS AT

aefteqT STafmT sfReRT SATST HATEHT 22,4y Ufaerder gig W8
%.22.3% 3T Qe & | GHYET STaTHT Sfohohl Shstidthen! saTST
TG 20,04 Ufderder gfg 9% &. 20.4% 376 Yl & 9
FSIl AT I THIAhERT ST FEHT R3]0 Hfaerder
g WS . 4.t IS TRl T |

T T, SSoheh! ETH STTER 0w SR HET TH HTIH
TG I ¥ ¥ 0 UTTTdehT ST SATSIGL 3L, R0160% I HHIT
Rz b TRUERT SATST TRAAT 20 Ufad ge, Fifve-2]
qTe gTTad SFUTTEEHT Sl SRIHTEehT SATST TT Y& TRuEhT
2 wfaeTd g ST FHRUTST SATST STFETHIHT 316X I U & |

qverT rafmT faf= SHROT Sehehl Felidhenl aTbeh SEd
gfawer .20 farger &7 9§ 22,33 AT HEW T T |
dhel T Ufdhel ekl TRTHIATE 3o Ufdwel ST g
TTHIETE ATRITI TG ATHIawen! Ufeetl IATiaeRaT e
UiaheT ¥.}% WTASId TGehMAT a¥ehl Tf=am SH™ET ¥.3%
JTASTT AT T Thel HUH S |
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o @

aefteqT STafrT Sehehl SATST @Y 23.0% Hiawdel Ihg 9E &
©.%¥R 3Td JiehT I | THYET STafemT Serent faTawent saTsT
T *.2R TiaTael gig ¥ %.9.22 376 Tenl S |

FINTE R I UTEhT HNUTRT FHIET TafemT Sehehl el
TreraehT fasroraT o SATST TSI T s e STguTaHET
U i, Feet FHErTHT W TR saTsTatent FTaesht HruTer
et TAErTHT 2R wfaeTder gig wuarafT Skt faT s @<
aefteqr srafemr <. 2R wfarder A gig & T |

HALTET THTETT STATHT Sfoheh! fHETAhaRT SATSIET T TR
SHrEd AT 0. v famger H7 9F ©. IR UTaTd Hr & T |
el STIATT THehT SrHehTe WHITT STTET Shehl Hel
& Tt T FeId @Rl ST Iig T S AT
e Sehehl fafa=T oTrepver g feTeRT AeHEE aud
TTeeh |1 CATUEhT & | THETE STATHT faa®nr sfohanl fraraer
ATTAAT hfeh e TS THT shehl vkl ATTT HH g
Tawame St fausr @ |

G ST AT

FeileT ST STIR STERWT YU Jig T Sohohl FHITeT
FEALIIAAE. G TS ATRHT el awenr  gemT
¢. o) TfaeTdel Iig WS &, 3.¢% T HRT TR T | SAMH
TaTeewT 3ucTee FIvehT ST HGUITRT SATHT eIt oI
98T STguTdeRT 3faq I qUT e SIS SIS
farety sfre far wiHifa Seher STaerra et 3 |

GT ek qAT HHIA I

SeehT T AT ARG U@ SATEHIHT HIdeE g Joh
qUT KA SFEHIEE i g | 99 a9 dehel HATE qum
I GodTe JAMEHT T &, <%.%¢ HUS AT T Tl
qUHT B, I Mfeeal auep! JermT 2o, 4R Hiawrden! Jig
2 | &, Sfae &g, Hfee w1, Fwreag qur Taeara
feaTe TSI g AT aefierr I¥aT Sohct IcaTesHS
g gThaet TRl & | Sehet TSI 7T G YATHHT T ToIT
I FodTa AR fewar e WHifa TgeT et
Gt ST Tt TR ST qoT T TR TR
AT ferermT ST uf JHer wey giTsi Rl B |

A FATAT AT

SeRehT 31T HoeTeT STTERTHT THTefT STafermT 2% <. 33 ufasrder
Jhg W &, ©.02 FIS TR B, I Aol a9 &. 2.2 IS
T T |




FHAR @

ST AT FHERT T aufter srafeT .24 wfavaer gig
g &, 2.40 378 TRl B, I Aeal a9 &. 2.33 3T Wl
Rorir | wrefear srafem oot Wietsht Tt ¢ IITET TF FATIR
FTERIVT Ioeied TIUT Jig 718 ST ey STgeT faf=T fanar
qAT STETHT ST T HUhT HHARIDT HET qT 3T
afegf BT T depey wufe SrEfET fad T qeETHT
o =T TQYfe TRERT T sfehet Tfea WY qa7 Ff=mehr
TR AT STfeR el HEITE &TdTeRT HoaTs Tehlel I
I FHHRT AT ghg T & |

Tferealr O et HHAHT TEAT 22’4 TEehIHT THter srafemT
30% ST FHER 90 W THteT auuT g wHEN dedr
et TRl B | dohel FHARIGER GHAT AWglg qom
Trarfaa arferemr faery o &, FHerieEent arfermT et
FARITT &, 2.¢R HUS TF Wbl B | TUTA T Sehehl o
oL/ 02/ 2% T STRY TRURT GRus 7. 2%/ 0%/ e IAR
aTRfeR o Rowtlow AT 3 WfAvd WhH @9 T A
TRHT T dohed IR HHIART HH=RT erar Afrgfe sromr
T R3,%¢, 9% 4TTS fsed GHIHMT HTNTHT & | HH=HT 3
Sfoheh! FeaT HeddT FIT g H HIIATeTs SATCHETd a
steenT dTEleRTel WIHIT STTET ShelTs 9T Telet T ey S13
IETIHT U SAheATE ST 9T ST T AT &ar
qe i stvgigent AT TTRUshT @S et eI SHT
faushr & T aTdar fereent a@ent widwe SFa@m™ T gATEH
Figenr! EHT T g dohet favarer fewarr @ |

T qAqT JAqAE
STehehl BT AT IR T GUIETT ST 3. %< iawdael
Jhg E & 2%.23 FUS Tl B, 7 Afoear av & 23.0%
FUE eht T |

I FSATAA @A

qefeIT ST Sehehl 17T ToaTe @9 RR. ) Hiawrdel Jie
TE & cc.c¥ FUS Tehl B, I Aol a¥ & ©3.3% S
! T | 7 9 dehent AT YU g, a7 qTew
T e AT, FTHRAT Jhg BT T e IFTIET FaHT
TS GAhT TATHT THUT HRIEE quT 37 fafer= HrvTeser maf
Tl T T g T & |

TChICTohT ATHT 3 @ 3o9 @Y AT Sehel TRehT I8
FTHICT ST famT Sfeheht sarT™ FigHT 29T q=ATST qorr
swriferfer ATATHshoT qUT FESTHTT WS el ATTd S TS
Sepept Tarfier AfaeTmaT GeFRTcHe T O 3TUET et TEhT

9 |
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gt afawe
sterent grafamT wfather e STEfmT o, %o farger &0 w8
2.0 UfaeTd JenT B, 7 Tfereatt a 2. <2 wfaera wehr form |

HATHT qAT TG FLhe! AR Shel T TR

dohel IIRT TSIV HehaHT ANEH LT THie Tafmr
HIAHT T HE dh & .43 HUS TAT IRHL dh & 6. %%
FUE T FHT & 2. % el BT TRl S |

AT/ A dtghig faawot
Sohet 78 TRk AT & 2.0 3T g GATHT AT Ml BT
T GATHIRT ATSHIS faawor fe STar Tl & :

(T %. HreHT)

faawon g T T

T SHEFTRT Gioed TR 228,34 co.0c
TS 2.2% -2.30
STHAT 230.40 9’.4¢
o Tufermae arfieent
I FHRT TATHT ?RE.UR 282.2
WWMW 0.%% o.0Y%
ST FHEIS I X
S RYz.9Y ¥R ¢
drehis
HTEROT STTST 1Y 24,30 33.9y
TS ATHI ce.88 co. 4%
T AT ST ¥o.3¢
TeET T2ee HIY ?2.%0 0.4
HEITT AR JTRaTIea 2.0 0.22
I
Tt W 3.0% %.\0%
S 2%0.%R 222,93
qfserd FATT/ () 2c.23 232,34

et I AT GT ATEERT 0 TGEd 7T & 4. 20 FS
HTETOT SHIST ShITHT qT TEET F2eld 1Y, TSI ST ca
Y, qUT THAThRT HISHT SFHST: 2.%0 S, 2.3 HE,
3.9% FUS TEHS TH T |

T T Shehl TESM aHifsr gg AThTeRr ¢ wfaerd &
TSR STRETIICe ShIHT STET 7T U SIaeT STI&Y, siehe
% 2.39 HES I HIVHT THAT TNEhT & | I VTS Sfehel
AT AT FIAT T Aol drek aHifem fafv=r g
ITETI FRAT @ T AT AT StRaTieaehT
FIEE IS TG ATSHT S | HIIHT TFYUT TRATAT qT

Annual Report 2019/20 99




22 3t af¥fes gfeid@=T 20198 /199

STShIS Ul Sehehl Hioed GHIHT & 1<.23 FUS Wohl B |

ALAAT HGEATIA
A, Rowt/ve fox ST qo 3™ T I AT
e SfEws | qTiy <o SHTEeh! IT=THT HITHS-22 3T HIOT
A TLHNHT TSI Gehl TasTiqen RO ST 3fais
AT STEAT L&l | ATaT Sehehl TFd aTiee SAaea
afafaer frafad saaT aor faverwor T sTevEe e dur
T wrHifaee faq v fafra s gEdie aud T
JMTHT & | T ATRIF I 0%/ 0o AT AR JIHIH
TS WL Aeheh! HIISUS ITIAR 3 ST T TR S |
ool THETAT SATEATITATS Tieelr yreifirehar fe STuehr & |
quter IYAT T ool 3T T.<%% SATSIEL Wl & 2.¢%
T U TN FUTIS AT AT TRebl & | A1 SR ferear ufy
TR o HET= ST & cco e IHd HIid &t 3.3%¥%
AT ST T S |

GEICRCISIES

TTTRT | ST BT YSIHT 2 <0 ITRET STt HIthd SATHT
%, ARG AaTe G TTesheealls HaT YEH o TSEhT § | bl
. R00%/ 0o AT AW, AUSW, FI<18, {dee, TR, TTeT,
FHIEHT, ATATYL, FISATVS! TIaehT fafr= fefeatraear ¢
T AT T FHRATATEE HATATHT AT & | e T Fehel
T TR ISAT JuTer ITtufes AT ST H13HUST,
IA1EeE THEA STEqdTer dTeuT, e He ISRl HRITaT
TordteT IRe, HTeTdId STTer TSI T 9 AT SIS ST
T @ 92T FAT TFSHT HI3UEE Ui HATATAT AT B |
AR fafy= fetearmr @ifeauest T3t s Rt ars oaa
3% LT ITERTET sfehs JaT q0d o9 TRl S | Ta,
TR, g Fareft a3 fafae feeamr oo
AT HEAT 233 Tehl & 9 Hifg Tafmr wy T3 wfend o
T 9R) Ufeuw HAT GRUHT T | RN JU T SFehoh!
T STJER 3WTeRT ATqae USITHT SRRl UTafeTeh shrters
AT T 3 FATIEedTE YeuT Eerd SaTeseh! TH-=ay,
FRYeTor o STRATERCTS TRfSTRT T GHd T T SR
SRR TS ATe=g | I9 Sehct UG T+ Sararrg. ST
TeeenT qia SATaETash SUHT GFITeT SsTEesh! Tied T
ST FosTe ToReT 118 ST Wfcialg @bl T F8Tee Haelrs
Torvamg feams ===t |

fedrooT A=

TTEhEEATS et EIT FauiauT ST Juerse TS 3eydel el
Western Union, Money Gram, IME, Prabhu Money Transfer, City
Express Money Transfer, CG Remit, Xpress Money, Sewa Remit,

<  www.machbank.com

Himal Remit, Samsara Remit, GME, I-Pay Reliable, Ez Link,
Remit2Nepal, Nepal Remit, Esara Remit <TTIIehT el
FFIEEET TFBIAT T HEST S9HT faBNuT S[Thi-ehT sFaeeT
TretTushr & | AT STaTifted arsmT H SRkl ST & faedr
T gt a1y fafy=r anberesET grpar T fagwmr
et AuTedt areTs qer fadt afefreeans axer fadwor dar
TATE e qT wfawrmT A7 &S 3T Jed TIHT el

FRATS THRatar fagd & | eToar T WUt qrbiar e
Qatar, UAE, Saudi Arabia, Bahrain, Hongkong, Iraq, Turkey, Euro

Zone, Canada, UK, USA, India, Denmark T South Korea ®T
TEIHUHT Tt aTpuTé e fadt afefiescr we=S SRt
MBL Remit WTthd T+ FIHT ThT TG Y313 Ha] &9 |
BTeT, Sohel WRA Feord 1 Tober YHve it ATehd SuTel
AT YT Ha T TR D |

T BTl fafi duTeweTe USTEhl R SeeRT TRl
TIETEE QT Q¥ BNW @eHT 20,000 T T YT
FHEELATE YT T Tl |

dehet TaOmUT HATETE 319 UMTERIT @RaTe TS SeTs Jr
IR SATITIF G hetdT LTt TSI ST 313 Fifes T
FTER YAG T hrieh! THT JEATT T S |

= gty

gTeTehT UTCreT Sfafersh fer micenr fomprai fafeiuspT aftarmr
U SRS IS Gl TN Skl ST TPQUT T
yfafshl @I TR ghg 18 ST Mechert awer Hfafier
gosSia ST HaT qUT giaeeE YeH Td SR B |
T SHUHT Sehehl Tifafeeh SHIheTs 3T Tad T 38 SIS
STTafrsh FHT HTe0TehT SR i T8 STUGhT & | ST STTHT
SITET HSTIeh! Uge STatehT HTeehee el ST Uge J=msd T
HEST ST e YA HaT T Wiafemr et e e afews
[T TITHHT T A Sifehsr T YGH e aredfass g (Real
Time) T Wiew ST 14 ST S | G Hfafeen fosmme
Y ST USRI qeATTehehT GRETTohT IS Hedl ToT 71 siehet B8
Information Security $T3 ST 7Y, & T AT G JoTett
AR TR & |

a1y o S ga gttt faet aifi fem s

RS :

. HERA dfew qarers @ iiw av i gg wew
TR T aRAfCRAT e JeTsa afhs dar
HITE UG & |

. Skl AT UfeuH TosTiel fadR Ta gTet T 23% JeT
Tfeun HISVSTEATE UTehaiiclTs AT J=T3e ATHN
T 3AT3aT e a7 TosTieranTs 3w foeam e s Hifa
feamr 3|

3. UTEhaT THeT YiafmT AT Sar foar T shemT




Ul ufeedr qek eriéfefome gwfemiwr Sifeq
Chatbot (wr) =T uf ST sfhet TRl & | AT,
el HEST TUWT SRl THUS HIhA Wi
FIHT TTEshaiclTs ST GrdTeh! STHERRT 9 FaT T
AR B |

¥, Sohol TQIT AT TIaRTT T8 WUHT Teehalls dasT &9aT
Sfers T UG T TIAT IATE @TAT Wlew BaTeht
af gEaTa TRl B |

W, dehel SATHI UTEshEteh! gfawmehl @i PoS (Point
of Sales) T QR (Quick Response) @Iesh! Hfafer
FTIT== T W gEE T S |

%, Skl ST WHiaek Ul g T ITaehit ST
e Business Intelligence fawmr @et W MIS /
Data Analysis ST S[EaTd T & |

v, fefSea Afsrmanr sraumones ga &1 fa deat fafa=T
yTtafess T yereh Sted F1soft , Nepal Payment
Solution, Khalti & ambert & fefsteet Yot damee
Tt fereame TieEeRT 3 |

¢. S fafer T FREEaTs demEr feT g
yiafemr e fafear FRfws gweawm T
TRIINUCEE SIS TR & | SHINTSHT HETHRIET T9
yfererehl TR Sfehel ToT UshTare SATHT shreishHeeetTs
STRY T Hed = |

],  Sehcl gTeT AN MiTesh GLOBUS- T24 & &R Ifg
(Upgrade) Tt 3t SWheaIITehT SHIIRIAAHET 4T Jhg
e AR B |

0. d@ct Loan Originating System, Document
Management System T Business Process
Automation System & @T[ TEdeR T | THA
SheTS quid: YITeTd TS |

HAT HIAMYART TTEATIH

00\ ITITE HET-THT sHHT T AT EATehT TR
HEAT 02 ST T 37T FHHARIGERN TCAT 2% 2% SHT TR FHel
FHAR HEAT 2% <% ST Wohl S | THYET THAT 36 ST AT
FHAR T T co SHT FHENIGE Skl JATATE ITHT
qUHT S | HT FHALEGEHR ST <30 (¥R.3% Wq9wd)
TfeaT FHEIEE ekt & | FHUTRIeEh! F1E GaTaTh! HoaTs
T qT BT 3o TeT HRIGHET STEITITHT ST
HoarsH yoret (Performance Management System) @Ts
AT T3 ANTTERT B | JF WUTeliel FH=HIR HIIR! ST
(Objective) @ aTTew= (Quantifiable) eame T T4 |
ShaTs e, Ufaeqell, TMTEET T dhel IS devT
TG W4 S FHAN G | T FHANeER! Jratash,
FrfaeramT 1fvgfg T arferer ¥ el Ahetareh! STaR fwfor
TS | I WRIAT SATER Aehel T THTRT €T, FaTar T
JCTRATATS 3T AT T TS Ioal ATATHRAHT TR
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T | AT, el HE HHTEFRT TTashRy fashe T e
THeRTaIeT ieheh! [t ToaTa @HaRT 3 HiasTael g1 TS hHeh!
HraTerTs =Fan ®uE ferg arT gt et e Hifd feresr @1
gefterr srartem fafyr sohTs avarelt warlea r=mT stwafies | aed
AT F=aiey ufyrerr qifa sieigedrs Yed  TRuH @ |
ST femm af sreieeaTs Saawr qur faesmT STEsT g
farfue arfer qem reeT gevT TR € 3HfewenT €iw T g
srfvgfeg T wries T fegae |

TJHHT AT HIMS 2% I THIAT I FHHARIRT Jia farehrarehr
@i € afe wider (E-learning Online Portal) wre fafa=
favmenr et aTmft w-TeEeRT AT TfETeT § T o
AT TR THET T GeATe T e et o |
TJHET T GRET Skt SeremT (Database) geEfd &
TES | § AT AThd FHARIEERT ST U5 TeiomT ST
FeigenT Ut far fagt @ |

Soher ufeet af@ fad smushr Afesher s T Agfee geedT
femment amer Sfecient T uftfeurfaans meamsr ¢ Fifve ¢ &
T iy weqot sheiehT e ST TRITHT B |

eyl kT & U Ui Ak T Wehl B | FEhT Afaich
s TeT AN, qeT, AT qUT SHIRR SHTies Fgih T T
TIET TP FHHARICATS Sohoh! HATHT SHIAH T ISR 7 Uideg
T | HS WM Fadnas g Aghg T T awagEe
SIREAT T qT Sohehl HHT GHTEH Gralt favageds a7
ATYE G T AN | SehehT wHETIRERT QTS GUEeTs
Ioaay yrfashdraT TRE JUTel SRR HH R, e qer
qrTisteh e areeel HIgHERT Jean[d TTHRURT qHTisish
QAR AISHREATs Aad AER "I ST FHARIGER
HTHTTSTeh GUETTATS JUIRHHT T TTHUshT & |

FHATY dar qar gl afufa
sfers O™ Ta® IR A1 At Stay fa
STTERT & | P8 S T YSH T T SiimehT 3t
SHTEATI TTehT ATHT FETH T SETII STHITheh! STl
UEE | TETH SIS o seheh! SIeiT ST YTehleT TURCRIT
ST SHATRTUT T, ST SFEATIATS TTTEehRT SIS
SHTEATIHT TagT= T Sfeher SHTHTIhT WATaehHT ToeTet-ehT
AT TR T ST JEedieh T qaTe ThaE]
U § | TH SSRUT T FHRIRRT TodATeTohsh! HATSTREHT 7
sETforT Ut geefir =R daT qur giawr afufa @ 3|

w8 ™ Ecd
2. | HouTeh ot gl e CRISED
2. | g off UvH .Y SR
3. | U@ HEERT ATERd o T shigte qe
¥, | e e o sttaed of @z e qa=
Q. | SR s¥eET TRt e e R | 5

e gtea
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et TaT qur giaer afafawr sqE 3ty Sl ST
SIEATI G-l i TUT ATIGUSEe JIN T GoTeteh Hinfd
THET UIT T AT TS BUHT I AT TehT TuieEenT
T faofar sEiferT Ukt Frieeeh! STHHRT doareh diafd
HHET T T T |

et Aferaw dan qlaeames

SRl ST BT GiauTeeetTs GHTIgRe TNEhd T+ HEars
g i o Uit fatar feusr & | ueIey sl
UTesh el TETHT e & AR HU FEidied © |
TJHRT AT ST Hfater dfedshr Jar giaemes yam T
FHUET Ui ok STITHAT Wehl & | STHehT Ufgeal IQTeX0T &
saufes ufafmr smeafa (A=Y e FET &) @
TITOHT, ST TTeehel -geh THIHT STa{ohigaTe Ueh shel
I TR STIRAT Seheh! JaT Graemehl aTRAT SAHeRT feT
TGS | T SfoheT siohehl HIATSe olfeh TR (BHTaTget
af) &g o uftega T aimis T T T glemes o
Tq AT WY Y& USH T © | STEeh! AW g
AT SETehigaTe Hiasa REs, U3 @iaree 3h @rdmT
@ vt fafu=r dareeent faet fod, wper qem FmrrHEEehT
yosh T, wResTeeh! feshe @ed, foammenr fafem faet
TR g FRIAR T dfehes | ASg=s Sohel J8H Tq
MUY 2Te Afeher T Ui Afaan wfafernr 31t 3ust & |
ST ATEAHETE ATEehgeet SATThTTd ISl THIL HEITTT HRIER
U G GHIHT STRT higaTe T TagHs | JGHRT a1
SoheT TTEsheteh! GiaHTeTs HeaFsi THY BREe SIS T
Wie dieh TaT UG 18 SATUHT S | A7 Glaemsit gor fagwmm
@] WUSHT UTeehatel Al etesh! HTEaWaTe Sehehl @TdT
Qe TogHs | R T Feheht Ieshaeet QR Code wfaferent
TRINT T TR ehTHT TTRAEIMUeRT & | T 31Tk aept stfam
ST @ W HRAT ATETEHRT SRGHSTE STl AT
JUTT T Aokt g HeaT Fefoiedt HRIATAT & faT e
STRATS AT et caTuaht faf fefseet amewer o
TS ATSiauahT gier favare feruser @ | F@wRe Seer
TTEherTel ekl Shige hIEen! AT aTe fafu=r et
3UHIT, Bl STTfaehT T TR fereamaral YebTT 7T i
3= (Instapay) gfaem weH 8 e B | foemefieears
Ferefter yoTrefaT s e faxfrr stgemeR faersa stfumrer
TS Hige #1E (Student Credit Card) T0d T S |
TIATRY ool FuTet faerfts gr3@ent Connect IPS 3T T@&rdT
U feTush! & ST TTEY sehehT UTeshaeel Connect IPS wTha
BT TS, 31T Sk ThATaL T feret JebT TesT, T T
eI HTEAHETE ST IR THIETHUH S |

sfet  Cutting-edge Technology % frsamsy  spawm
smféfmfaRrer sefetsia T ‘AATHT TThaeTe i FET HaH

R0  www.machbankcom

TR & | el JeETEe T HOgh HO=SHT IUeTee
ToreTe®eh! STaT afsTel IS AR | JHT eTET Sohel

ferraef@ & werr wid smusT Any Where Banking, Internet
Banking, Evening Counter, 365 days Banking, VISA

Debit/Credit Card eiTrererT gferemeesh! fmt ureat Jfg
T ARTTRT & | AT, kel HoT FRIEHEATS quieqaT C-ASBA
TUTTEATET SehT & T BT S Gferem audeh! féa STee & |
BT ST bt AUt & ufectiuess WeChat Pay T &ar
RIEAT ! & H EHTE ST, T SadTse, SHATE Wiihhem,
IS Higehe aed, o foa sear qdiaw glaemer
el fefsiear sTvaaTs ARy 33MUHT & | BWT R
FAH TS GlauTee dod g AT ookt & |

faue= =t =t

Sehel T T Sohehl TART STTAT T YereT T 3AeaeT
FquT fqu=T STAT I vaTE T8 VRN T | BTAEEH Sehel
oty fror gemm srafera sTETEEeTs ufeae W faRe
T faa=T ot ot yaiTe e SATUehT & | fau=T ot ot 31=aia
TG ket TereT SUHT T ITRAT AT o1l THTE TTa 3ATTHT
T AT AVIET BIHT 3 GEATERETh] TeehrdT Tud faa=T
ot apit rTe €% SO @ | SrEeTIET UK AID e we
T IS HEITHT ATherT fusfeusnt ariars fafw=r iy,
It STl GiaeTetaTs TS TR TS F9HT eIl JaTS
T FRIATS TRt faguent © | 3th TEATHTRT TEHAT 2%
e QT veT T, Taxiter ATeTar sk Sl T {8l
Tt e ol UG 7 1 Sohel Ta AT & | T,
ST T <ifer et ST gRT HeTfeTd T TR g AT
Higar Jerdieears faar Rl et yate ™ ¥ ST
IS FREBIAT T HEHAATS ST dQETH D | a1
SoheT YT SreTITT UTCToh! HEshIIHT hL AT ¥ < HigaT
HERMT HEAT WThA 2,230 Afga uHigsas 2¥ fSeamare
T 8% TT Sk T qUT IIRAT Aed Afehs wTha i,
T, Hiee Je, @ SuHiers eterd T "Value Chain
Financing" 9f@sHT 31%T Afeatr Semefier shell agferma
SATST &THT e et B | fau=T Iierens SRsmr sqe
ILIAT T JUHT 3th HRISHACT FHh qT HigeATeweh!
STTa TET Ieeled U 13 favare el fausr & |
TSTgeey Sehel T ThaTeten! i sAaHTaT STawE I
=1 it et gt o ST ST WSy e e dar
AT GATURT & | Aohel JohUS TEH THIE T BT
WU T R $eETEA UTeTETTehl Teghrdr fafi=r 2%




TSTectTenT foraeTs Ue™ T TR Go<Ti=HT <ATUhT 3 fshar
FIE AT ThaHEe &.% AT TR HT FHofl ThTT
TS HThd U7 e | TTecdT SRUMHT 3T $-ATTel JuTereT
Mg, dfeh TeToatTeh! G 1. 9T.HT STaTerd 3t dTvhT ey
I AfEeT HEhiichT Fushaealls 3 e USH T HaTe
TEATA USRI & | T FHIT Hoiien! sTAeT qur fegegpia ufsgm
dohet Bl TN ASAAE TA AHIA TS | 3H foham
TThd ST HISHT Iqctey T sy & M FReR ™
T |

EAWTT JaA

STRY FEwT we afd=reent qul SOHT T U & | SR
TEAATS Tad 3o UTIfHehdTT Ts MU T HEINTd
GuTTH Tt fAdee qur aRtsEteh! quRdeT dTeT TRERT
T | Aheh! FRERATS (9], ST, J&d TAT IATH T
qUT 3T AT WHITT qF T Tk 7 HRRRT Feerhen
HISTeheaT ST sraema |tafa (RMC), AML afafa aer
Iitg FRHRT qeaT wRfwE afgfa (EXCOM), sTeaeemd
dgdr saeIe afdfd (CENMAC), Swoit/ arface saerema
afafa (ALCO) ermrraert fafyr=T afafaes franfeer et &7 |
sereRT ETelehTel ToheraTen! fafiey saTTareTTedt SeemTa germa
U Wil ToaTeish Aiafq quT SAaeTael HEITTT
GRITE Fra-el TITeT T Sfeh eI 3721 framen fehrreesmT
ST i Ut faeTehT UTeT T G2 TR Geme STTH
$RTS TS T WITEeh FUHT STFTHA 718 STTHT S |
SO g Shel ST T Ul oY U sEfed U,
FHIT THINTH HTetshel UTEHT T U STTRUIEE I seheh
HeaTeThgeel ITeT Tkt a1 I ufd gearers afafa qof
widerg ! & | U T ek qT JuTel frdsr Sider ST
UTEHT T AT el HIeHIee Ui dearers atafa qof
FOHT STEThIE! T ITERT ol & |

ATt =T guTret

STEHEeATs =HUT 7Tq ATedharieedls Wi dar giaer
TAT AR eeaTs Iedal Tidbel YSM T4 Feiet ATl
T gt ggeET S eg ufdas @SR B
Sehehl TR =0T JUTTEAT T THehT THTahTIdTehT THTET
T foreart geetete afafauT @ | SHAT T ATt
araterer gfafa T srewmer fafu=r Management Level
afafdeTe HATafer T gunefie! TTEeit e T4
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T & |

IET 2%¢ T waT Fet A, fw qur weifatuee agq
TS HIET SHITTIRT I T STIheT BRI TSl
ST T SHTNEHEEeTs ~{TehT0T TREhT & | TSI, s,
oA T I STEH T 3 SIGHETE Sohalls U Fe
Ui, SHheT quUT GUTHT STREEATs HeaToR Ta
Sehehl STTATER THA=I0T JUTTeAT T THehT TTahIdTehT THTET
HoeToTsh diAfdel e ST |

J¥E P S wiaE @t Sitew ae e
ATTFFRATATS HF] 7T SHNGHHT Tcehiie, deehiie
TTIEEATS [T Tt Heteish iafa qad gfaas wehl
T | JHHT ATHT LIS YITERRT AT =0T JorTedt
Tl =Tfe ahrifefiee aarR T S i-aaT JHd e 3TTHT
Bl | FET Frfafoese T FIHT STEHeRT ufge, FeyoT,
AT qT SATEITIHT Hacaqul ARTEH JAT3e ST & |

awta ighuT (WAt areveits) framor

R YIiGehtor T SATdeRdTal Shameharr T foaxdiar et
frramor graeefy SRt TRt faeT vy TRt @it
I sfehet grafd ITfgsoT famor O, R0y, Tt IfgeRtoT
famor framreett, Rowz, AuTer U % T faxdEr SRR
TS STRT THeRT T e aftasrer dieh aifee sTavae
fifer, ufspam T sTerTEeRT AT T S 18 ST |
YEIHOT RO qUT SATceharal Sharehertadr o et
ST ATFYEE Aifq fEm TR W wEiEeT e yge
JTTIERT AT TFITT YfGeRT quT STTdeharel ST foxfrr
AT e grereft afafa me s © | a9 afafaer mer
Toteree ot fofer auifem JushT FrEigenT ISR HeTeish
qfafa Twey wega T TR 3 | @ dife Aifq qur hoer
T g WA e T KYC/AML stfaegd dient STreash
Trder fag arafa syfgeror (wt amevefs) framor arswdt o
AT TAETERT ST~ 718 SATThT & | TUTeT T, Aehohl I,
yafed Ui T ST=ifed Jree 379ed AML and CDD
policy , AML and CDD Procedures sTermaferes T shrafae
TRUHT B | R, SHTEATIh T AT Ioof HTEATIhEs Tohl
qri Gt quT SATdeRdTal Shareharra T foxiiar et
T et eI gtafd g T TR B |
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HEAWTA qIATTTR IS

(Corporate Social Responsibility)

SleficT QAT HIH Hi=d TS GHISHR ITETIaes THd
T Tt fafver amfsies fremehereEnT TevTt 5 sTmuer
T | STHE FAIERR Fel T AWISTH TS TeT T
AR S |

qrfterr STafmT Sehet TS TG HEATS et &g
ST SHHAT Tavant Ut SHRHAT TemRiRT e o
T TS TS EIHT 42 TG FT SAT=aor kT Ty
T FTCT SITRT HGST ST TIetTs U/ TRIEHT aleT 34 TG &
Bk TTT HTITIIHT BEdTaor TRehT R | ey T TrsTerenr
HEFTRR Telt THarediEenr gewriT fafier wmee o
ATRERTS AP 716 BTy SIS TN TREhT & | T T
SiehehT Ufhep FGRTRMET Seoie YTTed qwreh farfyi=T wrmeeaT
focfrr amerarenr et farer fasend (fefeedmrr dgw

SSTYTHT HIHHEE T TEhT & |

A R00%/99 AT T A ATIH A G TTH

HEAWTA ATATTAR SRR Fel THE FUET

.8 FUER T (7))

2. | FINIE 2% T AR AT HFET | ¢ 00,000.00
T TUT YT THT TS SO0
iieen)

R. | TUHRENT Ha ¢ st ¢ S @ ¥% 400,00
ST WfeTThT WTATEEdT Y&
TTiwenT e

3. | foxfir arerar FREHEHRT ARTIIT | ©,8¢R co%. 00
w, & T o 7T @ TNThHT

¥. | TS TSl gryaTiash @y 2,200,000,00
HTIHHAT T TR

w. | HINS 2% H AMEHATS FTHUH | ¢€0,003,00
JATHT TSTeTIeRT T~ TITeenT g
€[ 13T T TICUshT

<. WWWW ‘{00 000,00
forameffewat @it o Gaisg fem
TSR AT Fed T TRUsRT

AETeTERnT gt

Sfheh! UFRTEHT Tk HTURUT @vTeTe T cramudieres
oft St TUSTaTes wWe FUHT TS THRUeveHe Sl
FRER 7 eXfedmeeh! faeqa ST oraTRieor ™ aoey
gfdae 3Uctse TISia] YUhIT Todleish Aifaehl awhare
giféer aare fa et | off . ff. Tetees we e,

R wwwmachbank.com

AEE THIZUH Tt ofi o SehohT TGTHRTETVT TT3TshT T
FOOT U, R0%3 T ST 222 T 22 qUT ek e ety geer
I U, R003 I TWT &R T &3 SIS F: T &
T TR §aT T T 0166/ 0 T AGTHRIEIT 7T 74T
TraTotersh TR IeRT GATHT I8 el |TERUT a1 J9eT TeaTe
A |

ToaTelh qiHfT T GoaTeieh AtHfadT WO 3ChT

hehT eaTereh AITTTHT GEATIH BIRU-IEEehT qhaTe 3 ST,
IHTIROT BILEHEERT qHATE 3 ST T Td-a HoaTeTah ¢
ST T e © ST HoaTaiene® (o el | HaeraroT
HIRYHIEERT ahare TIw g W drfae dere off T
T IS 3TE 0% T AT Hehehl T AT T Sfehehl Aifamma
T STIAR Sehehl HaTelsh UGHT FRTel Taq WUl ST
fafq Rows/o0%/2R AT W HaTek AfAfasl wou ¥
SISTRAT ST TRITL T TTfaeh Hemeteh #ff STHT ATeT S
fafd R000/03 /20 T ST SATETA FRORT AT fog
HTeTeh UGHT Hag WU §aT 3t ich TUTEs Hedl Ueh TTHT
fafq Rows/00/0c T FEHI TATEH AATTRT woc IFF
Sashae it itk feraet Sfehl hTiehTer (@ aTiSeh BTEmoT
T ST AT 176 §F HUHT & | & T Arfaeh e
Herersh off ST gogre @HTetel TfT Rows/ 2R/ 2% T ST
BT TR TSHTHT fag Hemeteh TeHT ey WuehT gaT fafa
00/ 03/ 2% Td FHehT HeTeTsh AMHTTeRT ¥ 3fF J3Hhare
ST =R aeht @i #f g Hed W= Hereish UgHT
T g7 WURT B | IEH SHAT BT T SIS HeTerRee
& IUH S |

(eremer 1. fades yame wEd

(HETTe Soefeesh! dhare)

goate® S e

(GETIe YeeIgERT ahaTe)

Foatas #ft Mefrasor oW

(HETTe Toeeesh! dhare)

g St fava g Waw

(FeTeTeT SeeEEhT qhaTe)

gt = gfewen favaa

(TS ETETOT HEEEehT dwhee)

g 2t AEed HEd
CErEREIKED)

AT ATHITRT T5H

sfhen! ToaTeth ATATdeRl 3 farmam YT HTTe 3TeT
Trafea &mT S TRt @ | EtET STataHT HeuTersh fafah!
T U T 3 TEh! T | ToaTeTR AHTTRT SSHAT ahahT
TE FEERT Tfsd STmfEd Y 9UR T | s
AfafaehT SSHAT HoaTershe®eh! Jufeurfa T fereser uTed e
JefTeRT ferarur T STgaR @R @ -




Sufeaa
HIEIET WUHT 5% | 95F WAl &
Siel

3Teey 2. foiz wee mear Y 304,000
FoaTare A TR . 4. 3R R%%,000
FoaTaren At Mefteger =T K 300,000
ot A ST gog< 2¢ 32%,000
teEI]

HeaTerh At THEH 2 2 93,000
gt At fagar yeprer 4 300,000
Taw

ot A U AT IS 2R RR¢,000
FoaTae AT gfeTeh faraar 2% 233,000
goaeteh 2T gog-< Had 3 3%,000

Sfehehl YSTienIohl 3Taeer, T TaTTes, HEATTd e,
FHsll, HATEA AT TSR SITGH T et €T fagquet e
arqut &kt faweres Aty TR ST Sk TS Shells 3TV
et T Helet SIS HodTelsh diafael 3uh Hulaes md STTstge]
T | HaTeieh afffdel STher Tl deehare MR fvfaee T ar
froferenr srat-aeenT feadient aramemT Yo AT afqer T
TR B | G, AT SmTiaeh srafumT derers afafaare qushr
frrofergwent shrt—ara Teerdt ramemT o Sarfaes somT afaer
THUeRT B | Sehehl 3Tiiieh Hinfageer MerT THulaes aiq d<ras
afafqenT JaeRuT UST TR BeTthel quT 3TEvaeh ol T MiwsT & |
STTTHY femeen ufT e ekl fadarrs T Tl ST frehr
frate T SeheRT Tt @i ufdag B |

@ adrerr affa

I UL Fohed Alebeh! THezmehT uftfalier & aramRieor
afafaer ST F TrOET ¢ TR T | ShenT ATRAE
Frdfafy, STTafien fHRI=I0T ST IWE T THUHT T STt
HIehT TTeTT HT THUHT STTE TAT GURSE0T 7, ShHT AR
! Faferd s 0T &9 qTeHT AU & Wit fawaed gt
Sheh! STIEATY T GomTeien] HITHT STTIh T qeiT &
FFITEeRT TIETOT T, TS, T SAT=dNeh TETaRieTeh qoT aed
AETIETshel U T TETORIE0T ideaTdT Sficmgusht
FHIBITEE I STSCATIhT STk FF-4HT faeqd Serthet T
UNIcHS el e HTEITIATS ATawe v fag aua
YT GoTereh ArafauT UeT T, Juret U Separe fafeemor
T guiarerT T ufadeaT sficarguant fAdeH/ Siwmraesshr
FHTATTIT WU/ THUhT Gra-oqT THYETT T qei df foseeeent
A T TedTes  gifaets e TWEH &
Sr@TIiterur affaet e @ | JGRT w1 afgfdaer ST
arfier Tt foamoes adt, T SHIST RS
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SfereraT, TITEEhTRET ST HUEE ST HU/ U TN
aufteqT T HedTetsh AiATdTs ST ek fad, oTreafieh
TrETaterT Frawelt TR T eRaTateTeRT R ArsT feashd
WEHeheh! STTIEH ivgd ATiieh AGTIRIETT YTt (Risk Based
Internal Audit) T gfga = ﬂ'@hlf STfEmeRT m‘ﬁ%ﬁ T
FicrergTHT Hiehl TIETE 9T THURT W faszmr g fagem
§T T & | slehehT 3= T ATeet@atershel At e faer
TG T g | 9Tl T Aeheh! SR s AT shrefehmt
HodTcTohehl HATSTehcdHT 9T TehsHHT 1T sl gs=laieh {
AR AQTIET TaTTehT THW §e& dfee & T T
T LA @R e d Hes Afad (g AU fifd 2000 H1E
=} f@ afafa grieT wE & f amifsment dewr &

eraTRYegor Gffaeet ma e © |

F.8. aw S

2. e #ff gas Hed HATSTR
R goarersh off MrdfegmT =i qa
3. AN TramaiEeh T giz Tes qee gfaa

few saeams afafa

T afafds g ITg UTe U Sehehl Uehepd el
Ig Giafadts disheh! M, haed T ITRSTIcT I&T T ShHT
Fr=atited qur wfaemr et g fafr= Sifawee (s,
TR, HoaTeH E) T UfewH, AT quT [TEITI
T HeuTesh atgfa qHey ufddeT UST T qur |7 drereemt
dh HTEITIATS HATE9Teh Haw feqent @it iT swriwRT
HeTcTsheh! GATSTohcadT T IHifo 9 ge=fr Sifew
ST |iafd @bl & |

*.9. aw =

g, | HaTereh ot faver vepTer Maw EPINED

2. T ot MR =i qeT

3. | ETerh 4t e "eEd g

¥, | 9@ g Ataed g
oft wTera gordt

w. | vgE Sifew stfred e giad
oft feet Wgs

qrfa PEH0T qoT Adwadl A facfm s
frareoT awaredt afafa

sehel Trafd SFEeRT (T ARvels) fHamor U, Ro%x,
Jq grereT fruTaet T AuTe U el TR Teh! Trta

Annual Report 2019/20 R3
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R T SR @ | el PR Ak T Skt
TR Hifd, fem T frcfersTee ar Y Ay ik © |
Tt YT FaReT quT SATdRaTdl e faxfer
AT & 3TEvEes Hifq fEw R T e TR
TS ILFIHT AT T FHRIRRT HaTetehen] HaTstheadT e
s Eeafe SIRgeRtoT quT STTdehaTdl T faeier e

Trarmeor et @fafa e Tl ® |

.9 ™ 9T

2. | ©eTeTsh ot Mt T = pIEED

3. | T oft sfore fae ey

3. | ugE Sty st ey
ofY feaht syeus

¥, | UHE ST At ot Jaq ey giaa
fog @it

rIT YETT T T SATdshardl fShareheraT facdir
T ST STavarsh Hfa T FHrleseh! STTHT THehT ATHT
sfehehT hi-a2 HTATTIHT Ueh eI AML/CFT Unit GST THUshT
T U ITET HRTAIEe T KYC/AML STTaehd drent STavash
e fag orafa sifgartor (vt aeveies) famoT arameft T
T TETehT UTEHT §¢ STTUHT & |

=g afafage

A T sfepehl T T e qur faxier der ot
VT TN TS T Sootiad afafageent Afdics deres
afafdel H @TE TAISTHERT AT SETIF TUhT STTEITHT
fafeera st grareaerr @rfr fafyad oo dier AT SRERt
HoeTcTeheh! HATSToheadT Tl T Uferarfsra afafa stear 3=
afufa/3u-atafq meT T MR T |

AT e

St T IRREET qeT GURaTer (Stake Holders)
TEUTHT T ACH UeHaTs 3o urfuekar fawshr
B | T8 T dehel aTiieh Wiaded, Smriesh Wideed
T 31T slehehl WATT TaaiuTe® aT et Uer 7 fafa=T
TaTEEh! TR fafi=T Tsar ATy ug Shehl avETEe
www.machbank.com AThd TEH W & |

ST THT HEIHT SHIRAT qoT SAThia &9ET fasHT g7
U fatw= foeEsr faa =Ry Meed 3ug®
T HECAUl el SR HTROT W7 WUk do SRREHT
HETIITIEEaTs TuTHT Te9TT 98 ehehl WIAHT SeAhet T
ArcHTiEd TR & |

? R www.machbank.com

TATET T gaT

SiohehT TATITEICTS U STETTET T T ETENOTshT THTET Gars
AT GETRT AT Sehet ATEh HaT shadh! EATOAT TR AT
g7 T TTHERT B | TH HeEHT ST G&T SATTehiieeet Jesh
TATHIEEATs TFafeerd TeRmRT THw== TR |l qaTer T
FFEAT MHIZhT & | bl FATUTEIEEEhT THTET GHaTSRT ATHT
ZIGTOhT TFaehT SIaIET e TS ATEeheh! THTET GIaTs e
HEATRT SATHT ST JTETEEHT ST diee, fefsest damr
Atz (MAYA Chat bot, Online Survey) &I &0d =&
TR & | JHeHT T 250 IMET FHRITAIHT TT TAT Thrd
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A ikboerienl merker frmood

I,G.P.Rajbahak & Co. B K R

Chartered Accountants ENTERNA | oma:

INDEPENDENT AUDITOR’'S REPORT
To THE SHAREHOLDERS OF MACHHAPUCHCHHRE BANK LIMITED

Dpinion

Wi have andited the financial statements of Machhapuchchhee Bank Ltd., which comprise the
Stalerent ol Finazcial Position a5 al Ashadb 31, 2077 {foly 15, 2020], and the Salement of
Profit or Loss, and Other Comprehensive Income, Statement of Changes in Equity and
Staterment of Cash Hlews for the vear then crnded, and notes to the financial statcments,
including a summary of significant sceounting policies.

In our opinion, the accompanving financial statements present fairly, in all material respects,
the Financial Pusition of the Rank as al Ashadh 31, 2077 [Julv 75, 2020), and is (nancial
performance and its cash flows for the year then ended in accordance with Nepal Financial
Repaorting Standards [NFRS .

Easis for Opinion

We conducted our audit in accordance with Neopal Standacds on Auditing [N5a]. Owr
responsibilities under those standards are Turther described in the Auditor's Responsibilities
[or the Auditolthe Financial Staterments section of our repore. We are independent of the Bank
in accordance with the ethical requiremants that are relevant fo our aedit of the linancial
statcments in Nepal, and we bave fulfilled our other ethical responsibilitics in accordance with
these requircments, We belizgve thal the audit evidence we have oblained 1= sulficient and
appropriate Lo provide a basis [or cur apinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the financial statements of the current perind. These matters were
addressed in the context of our audil ol the linancial slatements as a whale, and in forming our
opinion thereon, and we do oot provide & separate opinion on these matters, We have
determined the marters described below to be the key audil matters to he communicaled in
aur report: ) -

s Mo, | Key Audit Matters I Auditor's Hespunse

=Y The interest income of the bank has been | Dur andit approach included  clear
recognized on accrual basis and following - understanding of the Core Banking
the Interest lnceme Guidelines 2019 Software of the bank ie. how the
issued by NRB, The Guidelines specily  interest  income  is  daily  accrued
condition for callateral tesling in case of  regarding  the loans and  advances,
the interest overdue for 3-12 menths and | Furthermore, we have relied on the
reversal of accrued interest on averdue | engineer's valualion ol the collateral for
fur more than 12 months. Furthermore, | delermination of fair value resarding
the guidclines specify conditions for | collateral lesting.

collective impairment of the loan. In case | Also, we have tost checked the interest
of improper application of the guidelines | income  hooking  with rrznl
. | and determination of the Fair Value of the | computation and we did not find any
collaterzl it imposes risk on the part of | ceviation,
interest  incocne. Thus,  we  heve | Parthermore, we have test checked the
considerad it as koy audit matters, hairout regarding collateral Girvaloe as

L o per the MEE [ccome  recognition

auidelines,
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]

[mvestment valuotion, idestification and
impairment:

Investment of Lhe bank comprises of
investment in government bonds, T-bills,
development bonds and investment in
quoted and unguoted sccurities. The
valuation of the aforesaid securities has
neen done incompliance with MFRS 9 and
Directive number 8 of NRB Unified
Directive 2076, The investment in the
aovernmenl and NRE bonds and T-bills
has been done on Amortized costand rest
nave been walued through Fair Value
thraugh Other Comprehensive [ncome.

| The valuation of the investment requires

| special attention and further in view of

the signilficance of the amount of the

Our  audit  approach  regarding
Investment of the bank is based on the
NEE Directive and NFRS issucd by the
Accounting Standard Board of Nepal.
For the investment valuation that are
done 2t amertized cost, we checked Lhe
EIE and amorlization schedule an test
hasis.

For the investment valued through CCI
e for queoted investmernt, we relied on
the Last ransaction price in NEPSE as
an TRO072020. And for the unquoted
investnent LUie Fair value has heen taken
as the NRs 1M Further the income and
bomus have heen crass verilied from
Dernat statement of the hank wherever
applicable.

investment in the financial statement the |
same has been considered as Key Audit |

Matters in our audiz

COVIT-19 impact on the hank znd NREB
circular compliance thereon;

On March 17, 2020, the COVID-1%
outhreak was declared a global pandemic
by the Waorld Health Crganization. On 24
March 2020, Nepal  Governmen|
anncunced o simict nationwide lock down
which contnued L1 21 July 2020, Due o
Lockdown the profitabilicy of the bank
was highly impacted and NRE issued
various circulars for benelit ol the
stakeholder and bank. Since the matter
imposes  created  impact on the
performance of banls, we have considered
this as our key audit matter.

i)

Informaticn Technology
Sinve most of the inlormation nfthe hank
is digitzlly stored and transaction are
carried out  digitally/clectronically  in
lodav's scenario, we have considered
information tachnalogy status of the banlk
as our key audir areas.

www.machbank.com

Our audil approach  regarding  the
COVIT-19 outbreak and the mitigalicn
approach by the banlk is based on the |
various circulas issued by MNRB on |
various date till the date of our review. |
Provisions such as 10% discount on
interest paid till 12 April 2020, 2%
rebate on applicable interest as at 12
April 2020 for 4th Quarter, waiver nn
digital transaclion wntil 15 Tulv 2020 etc.
has been verified oo sampling basis,
Furthermore, the relaxation of the penal
charge to the customer during the
pandemic period was verified on test
basis.

Furthermore, due to COVID 19, we have
modified our audit approach and maost
| of the credil review has been dorne
Cremately from Head OMice instead of
Branch visit.

COur  audit  approach  regarding
Infecrmation tecanology of the banl is
Bascd upon the Information Techrology
Guidelines 2012 issued by NEL.

We wverfied the interest income and
cxpenses hooking regarding loan and
deposit on test hasis with the CRS of the
banlg,

We relied un the [T audit conducted b
the bank.

We vierified the provisioning of the loan
aml advances based on ageing on the
tosl check basis as on 15072020,
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Responsibilities of Management and Those Charged with Governance for the Financial
statements

Management iz respansible for the preparation and fair presentation of the financil
statements in accordance with NAS, and lor such internal control as management determines
wonecessary to enable the preparation of financial statements that are free from matcrial
misstalement, whether due to fraud or error.

In preparing the financial slatements, managemenl is responsible for assessing the Banl's
ability to continue as a paing concern, disclesing, as applicable, matters melated to going
concern and using the going concern hasis of arcounting unless management either inends Lo
liguidate the Bank or to cease operations, or has no realistic alernative hutto dn sa.

Those charged with governance are responsible for overseeing the Banlt's financial reporsing
Prriniess

Auditor’'s Responsibilities for the Andit of Financial Statements

Dur objectives are to ohizin reasonable assurance whether the financial statcments as a whole
are Iree Irom material misstatement whether caused dus o fraud or error, and to issue
auditor's report that sncludes our op:nion Reasonzble assurance is a high lavel of assuranoe
but is not & guarantee that an audit conducted in accordance with KSAs will always deteet a
material misstatement when it exists,

Az part of an audit in zecordance with N5As, we exerrise professional judgment and maintain
professional skepticiam throughout the audit, We also:

s ldentify and assess the risls of material misstaterrent of the financial statemonts, whether
due to fraud or error, design and perlerm avdil procadures respomsive 1o Lhose risks, and
aatain andit cvidencs that is sufficient and appropriate o provide a basis for our epinion.

= Obtain an understanding of internal control relevinl to the audit in order ta design audit
procedures that arc appropriale int=e rircumstances.

+  Ewvaluate the sppropristeness of accounting palicies used and the reasonableness of
accounting estimates and related disclosures made by management.

» Conclude on the appropriateness of management’s use of the going roncern hasis of
accounting.

= Lvaluate the overall presentation, structure and content of the financial statements,
inclucing the disclosures, aml whether the financal statements represent the under lying
tranzactinms and events in a manner (hal achieves fair nresentation.

Report on Other Legal and Regulalory Requiremnents

We bave delermined to communicate following matters in accordance with the reguirements
of NRE Direclves, Companies Act, 2063, BAFIA, 20732 and other regulatary requirements: -

s We have ablained all the :nformation and the esplanations, which, to the best of nu-
knowledae and belief, were necessary for the purposs of our audit.

= Based onourawlil, proper bocks of accounts as required by law have heen kepl by the
Liank.

*  The stztzme=t ot Financial Position, the Stalement of Profit or Loss and O1hes
Comprehensive Income, the Cash Flow Statoment, and the Statemont of Changes in
Eouity dealt withs by this report are in agreemenl wilth the books ol accounts
maintained hy the Bank.

= Belurns roczived from the branech oftices of the | ._-a,_p._»._;,:-e vdegate for the purpose
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* Thecapital lund, risk bearing fund and the provisions far possible impairment of assets
of the bank are adequate considesing the Directives issued by Nepal Rastra Bank.

s Inouropinien and to the best of our information and according to the explanations
and from our examination of the bools of accounts eof tme Ranl, we have nol come
across any case where the Board or Direclors ar any office bearer af the Bank have
acted contrary to the provisiens of law, or committed any misappropriation or caused
any loss or camage to the Bank and violaled Directives issued by Nepal Rastra Banl or
acterd in a manner, as would jeopardize the inlerest amd security of the Bark, its
sharchalders ang its depositors.

*  The business of the Bank has been conducted satisfactorily and operated within its
jurisdiction and has neen lunctioning as per NRD Direclives,

CA. Gopal P. Rajbahal
Seniur armer

G. P. Rajbahak & Co.
Chartered Accounlants

Plare: Kathmandu
Date: Seplember 17, 2020

¥R wwwmachbank.com



Machhapuchchhre Bank Limited
Consolidated Statement of Financial Position

As on 31" Ashad 2077
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Group Bank
Note
Current Year Previous Year Current Year Previous Year

Assets
Cash and cash equivalent 41 9,778,033,447 9,442,900,351 9,778,033,447 9,442,900,351
Due from Nepal Rastra Bank 4.2 4,552,001,488 3,226,962,097 4,552,001,488 3,226,962,097
Placement with Bank and Financial 4.3 81,135,769 1,458,033,992 81,135,769 1,458,033,992
Institutions
Derivative financial instruments 4.4 67,415,547 72,597,160 67,415,547 72,597,160
Other trading assets 4.5 212,019,133 358,694,537 212,019,133 358,694,537
Loan and advances to B/Fls 4.6 2,471,154,353 2,440,166,215 2,471,154,353 2,440,166,215
Loans and advances to customers 4.7 92,529,226,532 75,095,773,816 92,529,226,532 75,095,773,816
Investment securities 4.8 11,939,913,270 10,306,077,788 11,932,413,270 10,306,077,788
Current tax assets 4.9 275,878,938 208,733,311 275,808,469 209,977,311
Investment in subsidiaries 4.10 - - 200,000,000 200,000,000
Investment in associates 411 - - - -
Investment property 412 174,947,305 78,457,743 174,947,305 78,457,743
Property and equipment 413 1,344,551,049 1,122,933,578 1,335,804,292 1,122,933,578
Goodwill and Intangible assets 414 65,705,984 49,006,075 65,127,085 49,006,075
Deferred tax assets 415 35,129,485 21,424,000 35,234,822 21,424,000
Other assets 4.16 809,810,157 1,162,941,666 809,247,408 1,163,041,666
Total Assets 124,336,922,457 105,044,702,329 124,519,568,920 105,246,046,329

Note Current Year Previous Year Current Year Previous Year
Liabilities
Due to Bank and Financial Institutions | 4.17 2,649,482,101 6,361,837,039 2,649,482,101 6,361,837,039
Due to Nepal Rastra Bank 4.8 13,723,693 1,020,524,291 13,723,693 1,020,524,291
Derivative financial instruments 419 - - - -
Deposits from customers 4.20 103,900,036,875 84,990,980,346 104,098,899,866 85,198,402,144
Borrowing 4.21 1,202,500,000 - 1,202,500,000 -
Current Tax Liabilities 4.9 - - - -
Provisions 4.22 - - - -
Deferred tax liabilities 415 - - - -
Other liabilities 4.23 1,825,716,115 1,428,430,347 1,823,138,694 1,428,411,352
Debt securities issued 4.24 3,147]121,726 — 3,147]121,726 -
Subordinated Liabilities 4.25 - - - -
Total liabilities 112,738,580,510 93,801,772,023 112,934,866,080 94,009,174,826
Equity
Share capital 4.26 8,458,477,650 8,055,693,000 8,458,477,650 8,055,693,000
Share premium 30,881,765 30,881,765 30,881,765 30,881,765
Retained earnings 994,905,226 1,299,526,005 981,266,119 1,293,467,202
Reserves 4.27 2,114,077,306 1,856,829,536 2,114,077,306 1,856,829,536
Total equity attributable to equity 11,598,341,947 11,242,930,306 11,584,702,840 11,236,871,503
holders
Non-controlling interest - - - -
Total equity 11,598,341,947 11,242,930,306 11,584,702,840 11,236,871,503
Total liabilities and equity 124,336,922,457 105,044,702,329 124,519,568,920 105,246,046,329
Contingent liabilities and 4.28 29,022,739,359 17,592,078,734 29,022,739,359 17,592,078,734
commitment
Net assets value per share 13712 139.57 136.96 139.49

Dr. Birendra Prasad Mahato
Chairman

Santosh Koirala
Chief Executive Officer

Suvash Jamarkattel

vasti 3 As per our report of even date
Chief Finance Officer

CA. Gopal P. Rajbahak

Roshan KC Gopi Krishna Neupane Bishow Prakash Gautam Senior Partner
Director Director Director

G.P. Rajbahak & Co
Haribhakta Sigdel Mukunda Mahat Chartered Accountants
Director Director

Date: 17 September 2020
Place: Kathmandu
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Consolidated Statement of Profit or Loss
For the year ended 31% Ashad 2077

Note Group Bank
Current Year Previous Year Current Year Previous Year

Interest income 4.29 11,353,180,627 10,177,522,844 | 11,352,889,497 | 10,177,522,844
Interest expense 4.30 7,472,897,231 6,618,747,741 7,490,990,381 6,627,767,028
Net interest income 3,880,283,396 3,558,775,103 3,861,899,116 3,549,755,816
Fee and commission income 4.31 948,158,014 790,519,271 947,486,014 790,519,271
Fee and commission expense 4.32 100,670,244 69,975,241 100,670,244 69,975,241
Net fee and commission income 847,487,769 720,544,030 846,815,769 720,544,030
Net interest, fee and commission 4,727,771,166 4,279,319,133 4,708,714,885 4,270,299,846
income
Net trading income 4.33 282,164,384 303,331,669 282,164,384 303,331,669
Other operating income 4.34 70,129,238 28,138,768 70,129,238 28,138,768
Total operating income 5,080,064,788 4,610,789,570 5,061,008,508 4,601,770,283
Impairment charge/(reversal) for 4.35 587,923,943 117,170,866 587,923,943 117,170,866
loans and other losses
Net operating income 4,492,140,845 4,493,618,705 4,473,084,565 4,484,599,418
Operating expense
Personnel expenses 4.36 1,505,799,584 1,230,381,075 1,502,909,804 1,230,381,075
Other operating expenses 4.37 893,093,254 723,913,807 888,437,218 723,550,216
Depreciation & Amortisation 4.38 161,778,559 130,386,029 161,263,091 130,386,029
Operating Profit 1,931,469,448 2,408,937,793 1,920,474,452 2,400,282,097
Non operating income 4.39 8,068,766 121,903,001 8,068,766 121,903,001
Non operating expense 4.40 67,520,083 94,891,802 67,520,083 94,891,802
Profit before income tax 1,872,018,132 2,435,948,993 1,861,023,135 2,427,293,296
Income tax expense 4.41 599,287,164 732,801,947 595,872,472 730,205,054

Current Tax 615,834,173 763,508,737 612,524,817 760,911,844

Deferred Tax (16,547,008) (30,706,790) (16,652,345) (30,706,790)
Profit for the year 1,272,730,967 1,703,147,046 1,265,150,663 1,697,088,243

Profit attributable to:

Equity holders of the Bank

1,272,730,967

1,703,147,046

1,265,150,663

1,697,088,243

Non-controlling interest

Profit for the year 1,272,730,967 1,703,147,046 1,265,150,663 1,697,088,243
Earnings per share

Basic earnings per share 15.05 20.14 14.96 20.06
Diluted earnings per share 15.05 20.14 14.96 20.06

Suvash Jamarkattel
Chief Finance Officer

Santosh Koirala
Chief Executive Officer

Roshan KC

Director Director

Gopi Krishna Neupane

Haribhakta Sigdel

Director Director

Date: 17 September 2020
Place: Kathmandu

Mukunda Mahat

Dr. Birendra Prasad Mahato

Chairman

Bishow Prakash Gautam

Director

As per our report of even date

CA. Gopal P. Rajbahak

Senior Partner

G.P. Rajbahak & Co
Chartered Accountants

¥ ¥ www.machbank.com




Consolidated Statement of Comprehensive Income
For the year ended 31% Ashad 2077
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ot Group Bank

Current Year | Previous Year | Current Year | Previous Year
Profit for the year 1,272,730,967 | 1,703,147,046 | 1,265,150,663 | 1,697,088,243
Other comprehensive income, net of income
tax
a) Items that will not be reclassified to profit
or loss
Gain /(losses) from investments in equity 9,471,745 (4,996,603) 9,471,745 (4,996,603)
instruments measured at fair value
Gain /(losses) on revaluation - - - -
Actuarial gains/(loss) on defined benefit plans (18,110,759) (11,459,433) (18,110,759) (11,459,433)
Income tax relating to above items (2,841,524) 4,936,811 (2,841,524) 4,936,811
Net other comprehensive income that will (11,480,538) (11,519,225) (11,480,538) (11,519,225)

not be reclassified to profit or loss

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

(11,480,538)

(11,519,225)

(11,480,538)

(11,519,225)

Total comprehensive income for the year

1,261,250,430

1,691,627,821

1,253,670,126

1,685,569,018

Total comprehensive income attributable to:

Equity holders of the Bank

1,261,250,430

1,691,627,821

1,253,670,126

1,685,569,018

Non-controlling interest

Total comprehensive income for the year

1,261,250,430

1,691,627,821

1,253,670,126

1,685,569,018

Suvash Jamarkattel Santosh Koirala Dr. Birendra Prasad Mahato As per our report of even date
Chief Finance Officer Chief Executive Officer Chairman
JE CA. Gopal P. Rajbahak
Roshan KC Gopi Krishna Neupane Bishow Prakash Gautam Senior Partner
Director Director Director

G.P. Rajbahak & Co
_— h A
Haribhakta Sigdel Mukunda Mahat Chartered Accountants
Director Director

Date: 17 September 2020
Place: Kathmandu
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Consolidated Statement of Cash Flows
For the year ended 31" Ashad 2077

Group Bank

Current Year ‘ Previous Year Current Year Previous Year
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 10,102,221,796 9,850,604,524 10,102,221,796 9,850,604,524
Fees and other income received 947,486,014 790,519,271 947,486,014 790,519,271
Divided received - - - -
Receipts from other operating activities 345,459,603 424,495,043 345,459,603 424,495,043
Interest paid (7,211,178,796) (6,770,253,963) (7,220,198,084) (6,779,273,251)
Commission and fees paid (100,670,244) (69,975,241) (100,670,244) (69,975,241)
Cash payment to employees (1,502,909,804) (1,201,198,406) (1,502,909,804) (1,201,198,406)
Other expense paid (976,033,450) (723,913,807) (975,669,859) (723,550,216)
Operating cash flows before changes in operating assets and liabilities 1,604,375,117 2,300,277,422 1,595,719,421 2,291,621,725
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank (1,325,039,391) 3,869,645,721 (1,325,039,391) 3,869,645,721
Placement with bank and financial institutions 1,376,898,223 (62,730,027) 1,376,898,223 (62,730,027)
Other trading assets 151,857,017 (106,635,833) 151,857,017 (106,635,833)
Loan and advances to bank and financial institutions (30,988,138) (647,420,779) (30,988,138) (647,420,779)
Loans and advances to customers (18,021,376,659) (12,952,495,340) (18,021,376,659) (12,952,495,340)
Other assets 955,243,455 (656,558,405) 955,243,455 (656,558,405)

(16,893,405,493) (10,556,194,664) (16,893,405,493) (10,556,194,664)

Increase/(Decrease) in operating liabilities

Due to bank and financial institutions (3,712,354,937) 5,029,490,039 (3,712,354,937) 5,029,490,039
Due to Nepal Rastra Bank (1,006,800,598) 382,721,807 (1,006,800,598) 382,721,807
Deposit from customers 18,693,075,923 13,848,607,704 18,900,497,722 14,056,029,503
Borrowings 1,202,500,000 - 1,202,500,000 -
Other liabilities 376,735,578 211,790,541 376,616,583 211,671,546
Net cash flow from operating activities before tax paid 15,553,155,966 19,472,610,090 15,760,458,769 19,679,912,894
Income taxes paid (679,708,869) (771,870,275) (678,355,975) (770,517,381)
Net cash flow from operating activities (415,583,278) 10,444,822,574 (215,583,278) 10,644,822,574
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of investment securities (1,416,863,737) (3,924,020,102) (1,616,863,737) (4,124,020,102)
Receipts from sale of investment securities - 1,345,079,880 1,345,079,880
Purchase of property and equipment (476,626,844) (394,174,259) (476,626,844) (394,174,259)
Receipt from the sale of property and equipment 111,984,836 22,595,768 111,984,836 22,595,768
Purchase of intangible assets (25,612,806) (7,950,264) (25,612,806) (7,950,264)
Receipt from the sale of intangible assets - 268,375 - 268,375
Purchase of investment properties (108,369,319) (53,586,919) (108,369,319) (53,586,919)
Receipt from the sale of investment properties 22,302,000 - 22,302,000 -
Interest received 649,218,504 400,771,482 649,218,504 400,771,482
Dividend received 4,480,543 3,207,495 4,480,543 3,207,495
Net cash used in investing activities (1,239,486,824) (2,607,808,543) (1,439,486,824) (2,807,808,543)
CASH FLOWS FROM FINANCING ACTIVITIES

Receipt from issue of debt securities 3,147,121,726 - 3,147,121,726 -

Repayment of debt securities - - - R

Receipt from issue of subordinated liabilities - - - -

Repayment of subordinated liabilities - - - -

Receipt from issue of shares - - - -

Dividends paid (886,126,230) (781,143,647) (886,126,230) (781,143,647)
Interest paid (270,792,297) - (270,792,297) -
Other receipt/payment - - - -
Net cash from financing activities 1,990,203,199 (781,143,647) 1,990,203,199 (781,143,647)
Net increase (decrease) in cash and cash equivalents 335,133,097 7,055,870,384 335,133,097 7,055,870,384
Cash and cash equivalents at Shrawan 1, 2076 9,442,900,351 2,364,190,960 9,442,900,351 2,364,190,960
Effect of exchange rate fluctuations on cash and cash equivalents held - 22,839,007 22,839,007
Cash and cash equivalents at Ashad end 2077 9,778,033,447 9,442,900,351 9,778,033,447 9,442,900,351

Suyash Jamarkagtel Saptosh Koirala ) Dr. Birendra Prasad Mahato As per our report of even date

Chief Finance Officer Chief Executive Officer Chairman

[ B - CA. Gopal P. Rajbahak

Roshan KC Gopi Krishna Neupane Bishow Prakash Gautam Senior Partner

Director Director Director

G.P. Rajbahak & Co

TR r— Chartered Accountants

Haribhakta Sigdel Mukunda Mahat

Director Director

Date: 17 September 2020
Place: Kathmandu

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

Current Year | Previous Year Current Year Previous Year
Cash in hand 3,194,147,060 2,480,745,457 | 3,194,147,060 2,480,745,457
Balances with B/Fls 2,394,470,474 1,368,573,089 | 2,394,470,474 1,368,573,089
Money at call and short notice 3,970,042,111 4,753,564,748 | 3,970,042,111 4,753,564,748
Other 219,373,802 840,017,057 219,373,802 840,017,057
Total 9,778,033,447 | 9,442,900,351 | 9,778,033,447 9,442,900,351

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

Due from Nepal Rastra Bank

4.2

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Statutory balances with NRB

4,147,251,118

3,048,899,070

4,147,251,118

3,048,899,070

Securities purchased under resale

agreement
Other deposit and receivable from NRB 404,750,370 178,063,027 404,750,370 178,063,027
Total 4,552,001,488 3,226,962,097 4,552,001,488 3,226,962,097

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 1,458,033,992 81,135,769 1,458,033,992

Placement with foreign B/Fls - - - -

Less: Allowances for impairment - - - -

Total 81,135,769 1,458,033,992 81,135,769 1,458,033,992

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.

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 67,415,547 72,597,160 67,415,547 72,597,160
Interest rate swap - - - -
Currency swap - - - -
Forward exchange contract 67,415,547 72,597,160 67,415,547 72,597,160
Others - - - -
Total 67,415,547 72,597,160 67,415,547 72,597,160

Annual Report 2019/20 “3
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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

212,019,133

358,694,537

212,019,133

358,694,537

Domestic Corporate bonds

Equities

Other

Total

212,019,133

358,694,537

212,019,133

358,694,537

Pledged

Non-pledged

212,019,133

358,694,537

212,019,133

358,694,537

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 2,496,063,436 2,464,772,892 2,496,063,436 2,464,772,892
Other - - - -
Less: Allowances for impairment 24,909,083 24,606,677 24,909,083 24,606,677
Total 2,471,154,353 2,440,166,215 2,471,154,353 2,440,166,215
Loans to microfinance institutions also includes accrued interest receivable .
Allowances for impairment 4.6.1
Balance at Shrawan 1 24,606,677 18,132,469 24,606,677 18,132,469
Impairment loss for the year: 302,406 6,474,208 302,406 6,474,208
Charge for the year 302,406 6,474,208 302,406 6,474,208
Recoveries/reversal - - - -
Amount written off - - - -
Balance at Ashad end 24,909,083 24,606,677 24,909,083 24,606,677
Loans and advances to customers 4.7

Group Bank

Current Year

Previous Year

Current Year

Previous Year

Loan and advances measured at amortized | 94,061,058,538 76,039,984,285 | 94,061,058,538 76,039,984,285
cost

Less: Impairment allowances 1,531,832,006 944,210,469 1,531,832,006 944,210,469
Collective impairment 854,622,141 744,320,701 854,622,141 744,320,701
Individual impairment 677,209,865 199,889,768 677,209,865 199,889,768
Net amount 92,529,226,532 | 75,095,773,816 | 92,529,226,532 75,095,773,816
Loan and advances measured at FVTPL - - -
Total 92,529,226,532 | 75,095,773,816 | 92,529,226,532 75,095,773,816

&Y%  www.machbank.com
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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 19,020,040,516 13,307,257,261 19,020,040,516 13,307,257,261
Overdraft 7,286,721,076 6,612,682,040 7,286,721,076 6,612,682,040

Trust receipt/Import loans

5,882,008,698

3,612,921,686

5,882,008,698

3,612,921,686

Demand and other working capital loans

11,367,114,331

9,161,725,337

11,367,114,331

9,161,725,337

Personal residential loans 5,825,704,749 5,683,061,407 5,825,704,749 5,683,061,407
Real estate loans 4,333,493,787 3,918,237,085 4,333,493,787 3,918,237,085
Margin lending loans 324,099,724 229,023,326 324,099,724 229,023,326
Hire purchase loans 6,648,220,556 6,492,715,785 6,648,220,556 6,492,715,785
Deprived sector loans 2,026,094,663 1,424,685,615 2,026,094,663 1,424,685,615
Bills purchased - - - -
Staff loans 917,310,952 598,846,165 917,310,952 598,846,165
Other 29,332,271,413 | 24,769,689,405 | 29,332,271,413 24,769,689,405
Sub total 92,963,080,466 | 75,810,845,113 | 92,963,080,466 75,810,845,113
Interest receivable 1,097,978,073 229,139,172 1,097,978,073 229,139,172
Grand total 94,061,058,538 | 76,039,984,285 | 94,061,058,538 76,039,984,285
Analysis of loan and advances - By Currency 4.7.2
Group Bank

Current Year | Previous Year | Current Year Previous Year
Nepalese rupee 89,080,464,885 | 73,519,456,662 | 89,080,464,885 73,519,456,662
Indian rupee - - - -
United State dollar 4,980,593,653 2,520,527,623 4,980,593,653 2,520,527,623
Great Britain pound - - - -
Euro - - - -
Japanese yen - - - -
Chinese yuan - - - -
Other - - - -
Total 94,061,058,538 | 76,039,984,285 | 94,061,058,538 76,039,984,285
Analysis of loan and advances - By Collateral 4.7.3

Group Bank

Current Year | Previous Year Current Year Previous Year
Secured
Movable/immovable assets 91,046,585,768 73,813,290,076 | 91,046,585,768 73,813,290,076
Gold and silver 20,606,563 11,115,584 20,606,563 11,115,584
Guarantee of domestic B/FIs - - - -
Government guarantee 129,858,823 130,356,080 129,858,823 130,356,080
Guarantee of international rated bank - - - -
Collateral of export document - - - -
Collateral of fixed deposit receipt 184,788,454 309,957,648 184,788,454 309,957,648
Collateral of Governement securities - 800,257 - 800,257
Counter guarantee - - - -
Personal guarantee 949,516,461 387,174,120 949,516,461 387,174,120

Other collateral

1,626,020,021

1,327,347,953

1,626,020,021

1,327,347,953

Subtotal 93,957,376,089 | 75,980,041,717 | 93,957,376,089 75,980,041,717
Unsecured 103,682,450 59,942,568 103,682,450 59,942,568
Grand Total 94,061,058,538 | 76,039,984,285 | 94,061,058,538 76,039,984,285
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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 1 199,889,768 178,645,824 199,889,768 178,645,824
Impairment loss for the year: 477,320,097 21,243,944 477,320,097 21,243,944
Charge for the year 477,320,097 21,243,944 477,320,097 21,243,944
Recoveries/reversal during the year - - - -
Write-offs - - - -
Exchange rate variance on foreign currency - - - -
impairment

Other movement - - - -
Balance at Ashad end 677,209,865 199,889,768 677,209,865 199,889,768
Collective allowances for impairment

Balance at Shrawan 1 744,320,701 654,867,987 744,320,701 654,867,987
Impairment loss for the year: 110,301,440 89,452,714 110,301,440 89,452,714
Charge/(reversal) for the year 110,301,440 89,452,714 110,301,440 89,452,714
Exchange rate variance on foreign currency - - - -
impairment

Other movement - - - -
Balance at Ashad end 854,622,141 744,320,701 854,622,141 744,320,701
Total allowances for impairment 1,531,832,006 944,210,469 1,531,832,006 944,210,469
Investment securities 4.8

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Investment securities measured at
amortized cost

11,582,441,831

10,108,078,094

11,574,941,831

10,108,078,094

Investment in equity measured at FVTOCI

357,471,439

197,999,694

357,471,439

197,999,694

Total

11,939,913,270

10,306,077,788

11,932,413,270

10,306,077,788

Investment securities measured at amortized cost 4.8.1
Group Bank

Current Year | Previous Year Current Year Previous Year
Debt securities 7,500,000 - - -
Government bonds 10,553,409,295 8,750,489,200 | 10,553,409,295 8,750,489,200
Government treasury bills 650,715,360 1,357,588,894 650,715,360 1,357,588,894
Nepal Rastra Bank bonds - - - -
Nepal Rastra Bank deposits - - - -
instruments
Other 370,817,176 - 370,817,176 -
Less: specific allowances for - - - -
impairment
Total 11,582,441,831 10,108,078,094 | 11,574,941,831 10,108,078,094

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

Receivable.

&% wwwmachbank.com
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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 357,471,439 197,999,694 357,471,439 197,999,694

Quoted equity securities 323,441,439 93,969,694 323,441,439 93,969,694

Unquoted equity securities 34,030,000 104,030,000 34,030,000 104,030,000

Total 357,471,439 197,999,694 357,471,439 197,999,694

Information relating to investment in equities 4.8.3
Group Bank

Current Year Previous Year Current Year Previous Year
Cost Fair Value Cost Fair Value Cost Fair Value Cost Fair Value

Investment in quoted equity

Nepal Life Insurance Company 2,480,925 4,866,120 2,480,925 3,480,563 2,480,925 4,866,120 2,480,925 3,480,563
Ltd (3,862 Ordinary Shares of
Rs.100 paid up)

Butwal Power Company Ltd 4,839,157 2,455,560 4,839,157 2,543,162 4,839,157 2,455,560 4,839,157 2,543,162
(6,840 Ordinary Shares of
Rs.100 paid up)

Nepal Doorsanchar Company 5,836,193 4,919,050 5,836,193 5,204,430 5,836,193 4,919,050 5,836,193 5,204,430
Ltd (7,510 Ordinary Shares of
Rs.100 paid up)

NMB Hybrid Fund (12,61,921 12,619,210 11,988,250 12,619,210 12,657,068 12,619,210 11,988,250 12,619,210 12,657,068
Unit of Rs. 10 each)

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

NIBL Pragati Fund (10,27,407 10,274,070 8,373,367 10,274,070 7,643,908 10,274,070 8,373,367 10,274,070 7,643,908
Unit of Rs. 10 each)

Laxmi Equity Fund (58,49,587 58,495,870 51,300,878 58,495,870 44,632,349 58,495,870 51,300,878 58,495,870 44,632,349
Unit of Rs. 10 each)

Sanima Equity Fund (10,00,000 10,000,000 9,930,000 10,000,000 9,400,000 10,000,000 9,930,000 10,000,000 9,400,000
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)

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
(1,32,971 Ordinary Shares of
Rs. 100 paid up)

National Banking Institute Ltd 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000 1,200,000
(12,000 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
(36,000 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)

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
Sastha Ltd

(1,40,000 Ordinary Shares of
Rs.100 paid up)

Nabil Balance Fund 2 - - 70,000,000 70,000,000 - - 70,000,000 | 70,000,000
(70,00,000 Unit of Rs. 10 each)
Total 367,587,445 | 357,471,439 | 217,587,445 | 197,999,694 | 367,587,445 | 357,471,439 | 217,587,445 | 197,999,694

NEPS has not declared any dividend for the past three years.

Annual Report 2019/20 k9
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Current tax assets 4.9
Group Bank
Current Year | Previous Year Current Year Previous Year
Current tax assets 3,883,619,311 3,203,433,889 3,880,354,305 3,202,080,996
Current year income tax assets 680,185,422 770,164,619 678,273,309 768,811,726
Tax assets of prior periods 3,203,433,889 2,433,269,270 3,202,080,996 2,433,269,270
Current tax liabilities 3,607,740,373 2,994,700,578 3,604,545,836 2,992,103,685
Current year income tax liabilities 613,039,795 761,803,081 612,442,151 759,206,188
Tax liabilities of prior periods 2,994,700,578 2,232,897,497 2,992,103,685 2,232,897,497
Total 275,878,938 208,733,311 275,808,469 209,977,311
Investment in subsidiaries 4.10
Bank
Current Year Previous Year
Investment in quoted subsidiaries - -
Investment in unquoted subsidiaries 200,000,000 200,000,000
Total investment 200,000,000 200,000,000
Less: Impairment allowances - -
Net carrying amount 200,000,000 200,000,000
Investment in quoted subsidiaries 4.10.1
Bank
Current Year Previous Year
Cost | Fair Value Cost Fair Value

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

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

Total
Investment in unquoted subsidiaries 4.10.2

Bank
Current Year Previous Year
Cost Fair Value Cost Fair Value

Machhapuchchhre 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

Previous Year
100%
100%

Current Year
100%
100%

Machhapuchchhre Capital Ltd
Total

k<  wwwmachbank.com
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Non controlling interest of the subsidiaries 4.10.4
Group

Current Year Previous Year
Machhapuchchhre Capital Ltd

Equity interest held by NCI (%) - -

Profit/(loss) allocated during the year - -

Accumulated balances of NCl as on Ashad end - -
Dividend paid to NCI - -
Bank does not have any non controlling interest in the subsidiary

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 4111
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

Annual Report 2019/20 kR
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Information relating to associates of the Bank 411.3
Group Bank
Percentage of ownership held Percentage of ownership held by
by the Bank the Bank

Current Year

Previous Year

Current Year

Previous Year

Equity value of associates

4.11.4

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Total

Investment properties

412

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Balance as on Shrawan 1, 2076

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 Shrawan 1, 2076 78,457,743 24,870,824 78,457,743 24,870,824
Addition/disposal during the year 96,489,562 53,586,919 96,489,562 53,586,919
Adjustment/transfer - - - -
Accumulated depreciation - - - -
Accumulated impairment loss - - - -
Net amount 174,947,305 78,457,743 174,947,305 78,457,743
Total 174,947,305 78,457,743 174,947,305 78,457,743

The bank has during the year assumed additional Non Banking Assets of 108,369,319 and sold NBA of NPR 11,879,757.
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Goodwill and Intangible Assets

22 3t af¥fes i@t 20W9E /199

Group 4.14
. A e Total Asar end Total Asar end
Particulars Goodwill Other 2077 2076
Purchased Developed

Cost
As on Shrawan 1, 2075 - 99,214,698 - 99,214,698 91,442,906
Addition during the Year - 7,950,264 - 7,950,264 7,771,792
Acquisition - 7,950,264 - 7,950,264 7,771,792
Capitalization - - - - -
Disposal during the year - 423,750 - 423,750 -
Adjustment/Revaluation - (1,592,936) - (1,592,936) -
Balance as on Ashad end 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/Revluation - - - (1,592,936)
Balance as on Ashad end 2077 - 134,563,934 - 134,563,934 108,334,148
Amortization and Impairment
As on Shrawan 1, 2075 - 53,775,468 - 53,775,468 47,851,126
Amortization charge for the Year - 5,236,983 - 5,236,983 5,924,342
Impairment for the year - - - - -
Disposals - 155,375 - 155,375 -
Adjustment - (470,997) - (470,997) -
As on Ashad end 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
Capital Work in Progress - - - - -
Net Book Value
As on Ashad end 2075 - 45,439,230 - 45,439,230 43,591,779
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

Annual Report 2019/20 i 3
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Goodwill and Intangible Assets

Bank 4.14
Particulars Goodwill Software Other | TotalAshadend | Total Ashad end
Purchased Developed 2077 2076
Cost
As on Shrawan 1, 2075 - 99,214,698 - 99,214,698 91,442,906
Addition during the Year - 7,950,264 - 7,950,264 7,771,792
Acquisition - 7,950,264 - 7,950,264 7,771,792
Capitalization - - - - -
Disposal during the year - 423,750 - 423,750 -
Adjustment/Revaluation - (1,592,936) - (1,592,936) -
Balance as on Ashad end 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/Revluation - (1,592,936)
Balance as on Ashad end 2077 - 133,946,954 - 133,946,954 108,334,148
Amortization and Impairment
As on Shrawan 1, 2075 - 53,775,468 - 53,775,468 47,851,126
Amortization charge for the Year - 5,236,983 - 5,236,983 5,924,342
Impairment for the year - - - - -
Disposals - 155,375 - 155,375 -
Adjustment - (470,997) - (470,997) -
As on Ashad end 2076 - 59,328,073 - 59,328,073 53,775,468
Amortization charge for the Year 9,491,796 - 9,491,796 5,236,983
Impairment for the year - - -
Disposals - - 155,375
Adjustment - - (470,997)
As on Ashad end 2077 - 68,819,869 - 68,819,869 59,328,073
Capital Work in Progress - - - - -
Net Book Value
As on Ashad end 2075 = 45,439,230 = 45,439,230 43,591,779
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

www.machbank.com
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Deferred Tax 4.15
Group Bank
Current Year Current Year
Current Year (FY 2076-77) | peferred | Deferred | Net Deferred | Deferred | Deferred Net
Tax Assets Tax Tax Assets/ Tax Tax Deferred
Liabilities (Liabilities) Assests Liabilities | Tax Assets/
(Liabilities)
Deferred tax on temporory differences on following items
Loan and Advance to B/FIs - - - -
Loans and advances to - - - -
customers
Investment properties - - - -
Investment securities 3,034,802 - 3,034,802 3,034,802 - 3,034,802
Property & equipment -| 31,563,065 (31,563,065) -| 31,323,635 | (31,323,635)
Employees’ defined benefit 51,271,023 - 51,271,023 | 51,136,931 - 51,136,931
plan
Lease liabilities 12,278,487 - 12,278,487 | 12,278,487 - 12,278,487
Provisions - - - -
Other temporory differences - (108,237) 108,237 (108,237) 108,237
Deferred tax on temporory 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)
ason Shrawan 1, 2076
Origination/(Reversal) during (13,705,485) (13,810,822)
the year
Deferred tax (16,547,008) (16,652,345)
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
Group Bank
Previous Year Previous Year
Previous Year (FY 2075-76) | peferred | Deferred | Net Deferred = Deferred | Deferred Net
Tax Assets Tax Tax Assets/ Tax Tax Deferred
Liabilities (Liabilities) Assests Liabilities | Tax Assets/
(Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls

Loans and advances to
customers

Annual Report 2019/20 <K
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Investment properties

Investment securities

5,876,325

5,876,325

5,876,325

5,876,325

Property & equipment

31,828,165

(31,828,165)

31,828,165

(31,828,165)

Employees' defined benefit
plan

42,978,931

42,978,931

42,978,931

42,978,931

Lease liabilities

4,396,909

4,396,909

4,396,909

4,396,909

Provisions

Other temporary differences

Deferred tax on temporary
differences

53,252,165

31,828,165

21,424,000

53,252,165

31,828,165

21,424,000

Deferred tax on carry
forward of unused tax losses

Deferred tax due to changes
in tax rate

Net Deferred tax
asset/(liabilities) as on
year end of 2076

53,252,165

31,828,165

21,424,000

53,252,165

31,828,165

21,424,000

Deferred tax (asset)/liabilities
as on Shrawan 1, 2075

14,219,601

14,219,601

Origination/(Reversal)
during the year

(35,643,601)

(35,643,601)

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

(30,706,790)

(30,706,790)

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

(4,936,811)

(4,936,811)

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

Other assets

4.16

Group

Bank

Current
Year

Previous Year

Current
Year

Previous Year

Assets held for sale

Other non banking assets

Bills receivable

Accounts receivable

231,360,623

546,738,602

231,360,623

546,738,602

Accrued income

Prepayments and deposit

147,624,849

143,375,567

147,624,849

143,375,567

Income tax deposit

Deferred employee expenditure

405,846,549

321,551,345

405,846,549

321,551,345

Other

24,978,137

151,276,152

24,415,388

151,376,152

a. Stationery at stock

21,098,513

18,521,019

21,098,513

18,521,019

b. Branch adjustment account

24,540

3,890

24,540

3,890

c. Others

3,855,083

132,751,242

3,292,334

132,851,242

Total

809,810,157

1,162,941,666

809,247,408

1,163,041,666
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Due to Bank and Financial Institutions 4.17
Group Bank
Current Year Previous Year Current Year Previous Year
Money market deposits
Interbank borrowing 2,200,367,671 2,200,367,671
Other deposits from BFIs 2,649,482,101 4,161,469,367 2,649,482,101 4,161,469,367
Settlement and clearing accounts
Total 2,649,482,101 6,361,837,039 2,649,482,101 6,361,837,039
There were no interbank borrowing of the bank as at Asar end 2077.
Due to Nepal Rastra Bank 4.18
Group Bank
Current Year Previous Year Current Year Previous Year
Refinance from NRB 13,723,693 1,020,524,291 13,723,693 1,020,524,291
Standing Liquidity Facility
Lender of last report facility from NRB
Securities sold under repurchase agree-
ments
Other payable to NRB
Total 13,723,693 1,020,524,291 13,723,693 1,020,524,291
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: 42,612,007,410 37,670,730,022 42,810,870,401 37,878,151,820
Term deposits 27,559,035,188 26,043,052,367 27,739,035,188 26,223,052,367
Call deposits 9,098,937,579 7,803,488,215 9,117,799,569 7,827,285,219
Current deposits 5,099,620,657 3,103,351,068 5,099,621,657 3,106,975,862
Other 854,413,987 720,838,371 854,413,987 720,838,371
Individual customers: 61,288,029,465 47,320,250,324 61,288,029,465 47,320,250,324
Term deposits 27,776,756,291 20,338,082,689 27,776,756,291 20,338,082,689
Saving deposits 33,132,074,269 26,591,763,889 33,132,074,269 26,591,763,889
Current deposits 327,874,742 346,623,373 327,874,742 346,623,373
Other 51,324,163 43,780,373 51,324,163 43,780,373
Total 103,900,036,875 84,990,980,346 104,098,899,866 85,198,402,144
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4201

Currency wise analysis of deposit from customers
Group Bank
Current Year Previous Year Current Year Previous Year
Nepalese rupee 100,272,368,295 81,750,920,627 100,471,231,286 81,958,342,425
Indian rupee 114,329,391 101,301,187 114,329,391 101,301,187
United State dollar 3,296,263,153 3,118,669,232 3,296,263,153 3,118,669,232
Great Britain pound 2,910,549 2,034,030 2,910,549 2,034,030
Euro 176,899,425 3,207,428 176,899,425 3,207,428
Japanese yen 37,156,687 14,748,454 37,156,687 14,748,454
Chinese yuan
Other (AUD) 109,375 99,386 109,375 99,386
Total 103,900,036,875 84,990,980,346 104,098,899,866 85,198,402,144
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

1,202,500,000

1,202,500,000

Multilateral Development Banks

Other Institutions

Sub total

1,202,500,000

1,202,500,000

Total

1,202,500,000

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 Shrawan 1 - 739,627 - 739,627
Provisions made during the year
Provisions used during the year 739,627 739,627

Provisions reversed during the year

Unwind of discount

Balance at Ashad end
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4.23
Group Bank
Current Year Previous Year Current Year Previous Year

Liability for employees defined benefit 53,223,036 47,081,871 53,156,575 47,081,871
obligations
Liability for long-service leave 170,508,736 143,263,102 170,456,436 143,263,102
Short-term employee benefits
Bills payable
Creditors and accruals 193,030,564 147,889,320 193,030,564 147,889,320
Interest payable on deposit 366,820,565 307,552,405 366,820,565 307,552,405
Interest payable on borrowing 11,716,233 12,688,200 11,716,233 12,688,200
Liabilities on differed grant income 11,691,993 1,919,824 11,691,993 1,919,824
Unpaid Dividend 98,580,995 74,982,200 98,580,995 74,982,200
Liabilities under Finance Lease
Employee bonus payable 208,002,014 269,699,255 206,780,348 269,699,255
Other 712,141,979 423,354,172 710,904,986 423,335,177
Total 1,825,716,115 1,428,430,348 1,823,138,694 1,428,411,353

Other includes liability under operating lease (lease equalisation) amount to NPR 40,928,289 (Previous year NPR 14,656,364)

Defined benefit obligations

The amounts recognised in the statement of financial position are as follows:

4.23.1

Group Bank
Current Year Previous Year Current Year Previous Year
Present value of unfunded obligations 53,156,575 47,081,871 53,156,575 47,081,871
Present value of funded obligations 343,914,303 277,641,857 343,914,303 277,641,857
Total present value of obligations 397,070,878 324,723,728 397,070,878 324,723,728
Fair value of plan assets 343,914,303 277,641,857 343,914,303 277,641,857
Present value of net obligations
Recognised liability for defined 53,156,575 47,081,871 53,156,575 47,081,871
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) 343,914,303 277,641,857 343,914,303 277,641,857
Total 343,914,303 277,641,857 343,914,303 277,641,857
Actual return on plan assets 24,987,767 14,425,069 24,987,767 14,425,069
Movement in the present value of defined benefit obligations 4.233
Group Bank
Current Year Previous Year Current Year Previous Year
Defined benefit obligations at Shrawan 1 324,723,729 295,921,181 324,723,729 295,921,181
Actuarial losses 22,341,298 6,124,775 22,341,298 6,124,775
Benefits paid by the plan (10,027,731) (32,704,393) (10,027,731) (32,704,393)
Current service costs and interest 60,033,583 55,382,166 60,033,583 55,382,166
Defined benefit obligations at Ashad 397,070,878 324,723,729 397,070,878 324,723,729
end
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Movement in the fair value of plan assets 4.234
Group Bank
Current Year Previous Year Current Year Previous Year
Fair value of plan assets at Shrawan 1 277,641,857 219,552,518 277,641,857 219,552,518
Contributions paid into the plan 47,081,871 76,368,663 47,081,871 76,368,663
Benefits paid during the year (10,027,731) (32,704,393) (10,027,731) (32,704,393)
Actuarial (losses) gains 4,230,539 (5,334,658) 4,230,539 (5,334,658)
Expected return on plan assets 24,987,767 19,759,727 24,987,767 19,759,727
Fair value of plan assets at Asar end 343,914,303 277,641,857 343,914,303 277,641,857
Amount recognised in profit or loss 4.23.5
Group Bank
Current Year Previous Year Current Year Previous Year
Current service costs 32,417,597 30,638,221 32,417,597 30,638,221
Interest on obligation 27,615,986 24,743,945 27,615,986 24,743,945
Expected return on plan assets (24,987,767) (19,759,727) (24,987,767) (19,759,727)
Total 35,045,816 35,622,439 35,045,816 35,622,439
Amount recognised in other comprehensive income 4.23.6
Group Bank
Current Year Previous Year Current Year Previous Year
Acturial (gain)/loss 18,110,759 11,459,433 18,110,759 11,459,433
Total 18,110,759 11,459,433 18,110,759 11,459,433
Actuarial assumptions 4.237
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% 12% 8% 12%
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

3,147,121,726

3,147,121,726

Total

3,147,121,726

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 8,458,477,650 8,055,693,000 8,458,477,650 8,055,693,000
Convertible preference shares (equity
component only)
Irredemable preference shares (equity
component only)
Perpetual debt (equity component only)
Total 8,458,477,650 8,055,693,000 8,458,477,650 8,055,693,000
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
84,584,777 Ordinary shares of Rs.100 each share 8,458,477,650 8,055,693,000
(Previous Year 80,556,930 Ordinary shares of Rs.100 each share)
Subscribed and paid up capital
84,584,777 Ordinary shares of Rs.100 each share 8,458,477,650 8,055,693,000
(Previous Year 80,556,930 Ordinary shares of Rs.100 each share)
Total 8,458,477,650 8,055,693,000
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

16 | 1387552100

13| 1,048,970,300

Public 84 | 7070925550 87 7,006,722,700
Other -

Foreign ownership - - -
Total 100 | 8458477650 100 8,055,693,000

Annual Report 2019/20 \92




22 3t af¥fes gfeid@=T 20198 /199

Shareholder holding 0.5% or more share

Name of Shareholders Current Year Previous Year
% Amount % Amount
Surendra Mahato 11.11 939,353,800 12.47 1,004,823,100
Upendra Mahato Sudi 9.14 772,843,100 9.14 736,040,900
Prem Kumari K.C 8.76 740,654,800 8.76 705,385,500
PKR Investment Company Pvt.Ltd 6.57 555,791,000 6.57 529,324,800
Ram Ashish Sahu Sudi 4.24 358,226,100 4.24 341,167,600
Krishna Gopal Shrestha 2.12 179,456,300 212 170,910,800
Dr.Dharma Raj Shrestha 2.03 171,741,600 2.03 163,563,400
Prakash K.C 1.69 142,746,200 1.69 135,948,700
Karan Motor Company Pvt.Ltd 1.57 132,910,100 1.57 126,390,600
Kiran K.C 1.48 125,487,900 1.48 119,512,200
Roshan K.C 1.48 125,486,200 1.48 119,510,700
Ram Janaki Investment 0.99 84,000,000 0.99 80,000,000
Ganesh Bahadur Shrestha 0.98 83,295,500 1.19 95,610,400
Associated Automobiles Pvt.Itd 0.93 78,745,500 0.93 74,995,800
Shree Himalayan Enterprises Pvt.Ltd 0.80 67,542,400 0.80 64,326,100
Praneshwor Pokharel 0.65 55,076,300 0.74 59,903,700
Ajad Shrestha 0.64 53,883,400 0.64 51,317,500
Birendra Prasad Mahato 0.61 51,544,800 0.61 49,090,300
Rajan Lal Shrestha 0.58 49,473,000 0.59 47,704,200
Niraj Govinda Shrestha 0.57 48,328,800 0.57 46,027,400
Dinesh Lal Shrestha 0.51 43,021,700 0.51 40,973,100
Total 57.45 4,859,608,500 59.12 4,762,526,800
Reserves 4.27
Group Bank
Current Year Previous Year Current Year Previous Year
Statutory general reserve 1,706,571,460 1,453,541,328 1,706,571,460 1,453,541,328
Exchange equilisation reserve 30,441,716 16,426,299 30,441,716 16,426,299
Corporate social responsibility reserve 12,651,507 19,712,558 12,651,507 19,712,558
Capital redemption reserve
Regulatory reserve 427,917,864 390,311,276 427,917,864 390,311,276
Investment adjustment reserve 15,000,000 15,000,000
Capital reserve
Assets revaluation reserve
Fair value reserve (7,081,204) (13,711,425) (7,081,204) (13,711,425)
Dividend equalisation reserve
Actuarial gain (56,424,037) (26,819,295) (56,424,037) (26,819,295)
Special reserve
Other reserve 2,368,795 2,368,795
a) Employee Skill Enhancement Reserve 2,368,795 2,368,795
(Trainning Reserve)
b) Deferred Tax Reserve -
) Other Reserve -
Total 2,114,077,306 1,856,829,536 2,114,077,306 1,856,829,536
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Contingent liabilities and commitments 4.28
Group Bank

Current Year | Previous Year | Current Year | Previous Year
Contingent liabilities 21,234,003,052 | 11,903,122,031 | 21,234,003,052 | 11,903,122,031
Undrawn and undisbursed facilities 5,897,407,277 | 4,238,152,455| 5,897,407,277 | 4,238,152,455
Capital commitment 116,963,030 257,426,142 116,963,030 257,426,142
Lease Commitment 1,693,689,331 1,128,919,022 1,693,689,331 1,128,919,022
Litigation 80,676,669 64,459,084 80,676,669 64,459,084
Total 29,022,739,359 | 17,592,078,734 | 29,022,739,359 | 17,592,078,734

Contingent liabilities

4.28.1

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Acceptance and documentary credit

1,037,742,802

1,010,632,792

1,037,742,802

1,010,632,792

Bills for collection 19,691,999 15,512,648 19,691,999 15,512,648
Forward exchange contracts 3,118,213,573 | 3,662,107,880 | 3,118,213,573 | 3,662,107,880
Guarantees 17,058,354,679 | 7,214,868,711 | 17,058,354,679 | 7,214,868,711
Underwriting commitment - - - -
Other commitments - - - -
Total 21,234,003,052 | 11,903,122,031 | 21,234,003,052 | 11,903,122,031

Undrawn and undisbursed facilities

4.28.2

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Undisbursed amount of loans

Undrawn limits of overdrafts 5,714,881,803 | 4,105,967,513 | 5,714,881,803 | 4,105,967,513
Undrawn limits of credit cards 182,525,474 132,184,942 182,525,474 132,184,942
Undrawn limits of letter of credit - - - -
Undrawn limits of guarantee - - - -
Total 5,897,407,277 | 4,238,152,455 | 5,897,407,277 | 4,238,152,455
Capital commitments 4283

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

116,963,030

257,426,142

116,963,030

257,426,142

Approved but not contracted for

Sub total

116,963,030

257,426,142

116,963,030

257,426,142

Capital commitments in relation to
Intangible assets

Approved and contracted for

Approved but not contracted for

Sub total

Total

116,963,030

257,426,142

116,963,030

257,426,142
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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 201,785,523 128,582,571 201,785,523 128,582,571
Later than 1 year but not later than 5 years 808,359,826 521,813,791 808,359,826 521,813,791
Later than 5 years 683,543,982 478,522,660 683,543,982 478,522,660
Sub total 1,693,689,331| 1,128,919,022 | 1,693,689,331 | 1,128,919,022

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 1,693,689,331 1,128,919,022 | 1,693,689,331 | 1,128,919,022
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 2072-73, LTPO has
raised an assessment order for disputed tax liability of NPR 80,676,669. 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 11,750,016 24,880,833 11,750,016 24,880,833
Due from Nepal Rastra Bank - 12,170,612 - 12,170,612
Placement with bank and financial 79,232,394 97,920,227 79,232,394 97,920,227
institutions
Loan and advances to bank and 203,019,901 260,770,525 203,019,901 260,770,525
financial institutions
Loans and advances to customers 10,391,264,779 9,304,819,763 10,391,264,779 9,304,819,763
Investment securities 570,277,240 400,771,482 569,986,109 400,771,482
Loan and advances to staff 97,636,298 76,189,403 97,636,298 76,189,403
Other - - - -
Total interest income 11,353,180,627 10,177,522,844 | 11,352,889,497 | 10,177,522,844
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Interest expense 4.30
Group Bank

Current Year Previous Year Current Year Previous Year
Due to bank and financial institutions 591,866,697 291,891,293 591,866,697 291,891,293
Due to Nepal Rastra Bank 26,565,014 36,965,600 26,565,014 36,965,600
Deposits from customers 6,501,424,177 6,216,291,802 6,519,517,327 | 6,225,311,089
Borrowing 82,249,046 73,599,046 82,249,046 73,599,046
Debt securities issued 270,792,297 - 270,792,297 -

Subordinated liabilities

Other

Total interest expense

7,472,897,231

6,618,747,741

7,490,990,381

6,627,767,028

Fees and Commission Income 4.31
Group Bank

Current Year Previous Year Current Year Previous Year
Loan administration fees 230,036,634 196,763,968 230,036,634 196,763,968
Service fees 100,660,311 91,112,118 100,660,311 91,112,118
Consortium fees 45,438,689 50,116,659 45,438,689 50,116,659
Commitment fees 4,764,083 22,986,547 4,764,083 22,986,547
DD/TT/Swift fees 17,461,023 17,505,921 17,461,023 17,505,921
Credit card/ATM issuance and renewal 74,748,903 78,573,723 74,748,903 78,573,723
fees
Prepayment and swap fees 122,327,020 91,422,445 122,327,020 91,422,445
Investment banking fees 2,430,249 1,924,926 2,430,249 1,924,926
Asset management fees - - - -
Brokerage fees - - - -
Remittance fees 47,850,954 39,581,182 47,850,954 39,581,182
Commission on letter of credit 81,432,567 41,529,195 81,432,567 41,529,195
Commission on guarantee contracts 134,592,052 96,515,368 134,592,052 96,515,368
issued
Commission on share - - - -
underwriting/issue
Locker rental 12,171,500 7,654,600 12,171,500 7,654,600
Other fees and commission income 74,244,028 54,832,618 73,572,028 54,832,618
Total fees and Commission Income 948,158,014 790,519,271 947,486,014 790,519,271
Fees and commission expense 4.32

Group Bank

Current Year Previous Year Current Year Previous Year
ATM management fees 46,541,192 32,161,276 46,541,192 32,161,276
VISA/Master card fees 27,442,879 17,390,618 27,442,879 17,390,618
Guarantee commission - - - -
Brokerage - - - -
DD/TT/Swift fees 6,397,535 4,941,775 6,397,535 4,941,775
Remittance fees and commission 3,438,984 848,251 3,438,984 848,251
Other fees and commission expense 16,849,655 14,633,321 16,849,655 14,633,321
Total fees and Commission Expense 100,670,244 69,975,241 100,670,244 69,975,241
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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 transation

282,164,384

303,331,669

282,164,384

303,331,669

Other

Net trading income

282,164,384

303,331,669

282,164,384

303,331,669

Other operating income

4.34

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Foreign exchange revauation gain

56,061,667

22,839,007

56,061,667

22,839,007

Gain/loss on sale of investment
securities

Fair value gain/loss on investment
properties

Dividend on equity instruments

4,480,543

3,207,495

4,480,543

3,207,495

Gain/loss on sale of property and
equipment

(835,214)

2,092,266

(835,214)

2,092,266

Gain/loss on sale of investment
property

10,422,243

10,422,243

Operating lease income

Gain/loss on sale of gold and silver

Other

Total

70,129,238

28,138,768

70,129,238

28,138,768

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

302,406

6,474,208

302,406

6,474,208

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

587,621,537

110,696,658

587,621,537

110,696,658

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

587,923,943

117,170,866

587,923,943

117,170,866
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Personnel Expense 4.36
Group Bank

Current Year Previous Year Current Year Previous Year
Salary 393,318,549 315,853,717 392,483,096 315,853,717
Allowances 378,315,834 285,824,804 377,732,637 285,824,804
Gratuity expense 35,112,277 35,622,438 35,045,816 35,622,438
Provident fund 38,604,346 31,585,788 38,567,708 31,585,788
Uniform 10,253,018 16,396,573 10,253,018 16,396,573
Training & development expense 18,966,161 26,745,205 18,911,921 26,745,205
Leave encashment 112,320,331 80,826,626 112,249,631 80,826,626
Medical - - - -
Insurance 5,829,072 2,343,458 5,829,072 2,343,458
Employees incentive - - - -
Cash-settled share-based payments - - - -
Pension expense - - - -
Finance expense under NFRS 66,808,996 21,053,562 66,808,996 21,053,562
Other expenses related to staff 238,268,987 144,429,651 238,247,562 144,429,651
a. Dashain allowance 61,542,611 47,466,566 61,542,611 47,466,566
b. Others 176,704,951 96,963,085 176,704,951 96,963,085
Subtotal 1,297,797,569 960,681,820 1,296,129,456 960,681,820
Employees bonus 208,002,014 269,699,255 206,780,348 269,699,255

Grand total

1,505,799,584

1,230,381,075

1,502,909,804

1,230,381,075

Other operating expense

4.37

Group

Bank

Current Year

Previous Year

Current Year

Previous Year

Directors' fee 3,345,800 3,074,600 3,211,800 3,074,600
Directors' expense 1,627,022 1,428,297 1,621,342 1,428,297
Auditors' remuneration 1,904,050 1,711,950 1,864,500 1,695,000
Other audit related expense - - - -
Professional and legal expense 8,077,516 13,964,537 8,085,881 13,964,537
Office administration expense 678,584,398 571,938,218 675,918,972 571,591,577
Operating lease expense 198,287,371 115,906,247 196,474,156 115,906,247
Operating expense of investment - - - -
properties

Corporate social responsibility expense 1,267,097 15,889,958 1,260,567 15,889,958
Onerous lease provisions - - - -
Other - - - -
Total 893,093,254 723,913,807 888,437,218 723,550,216
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Office Administration Expense 4.37.1
Group Bank
Current Year Previous Year Current Year Previous Year
Water and Electricity 32,113,280 24,678,885 32,042,679 24,678,885
Repair and Maintenance 16,306,518 17,850,404 16,296,659 17,850,404
a) Building 201,329 1,703,408 201,329 1,703,408
b) Vehicle 6,199,769 3,594,908 6,199,769 3,594,908
c) Computer and accessories 1,014,052 2,615,154 1,014,052 2,615,154
d) Office equipment and furniture 4,109,821 4,865,955 4,109,821 4,865,955
e) Other 4,781,549 5,070,979 4,771,690 5,070,979
Insurance 6,550,079 8,927,539 6,535,296 8,927,539
Postage, Telex, Telephone, Fax 83,415,655 64,036,102 83,197,600 64,036,102
Printing and Stationery 30,909,433 26,662,859 30,890,123 26,662,859
News Paper, books and journals 960,560 859,224 953,310 858,609
Advertisements 41,577,960 78,555,423 41,570,711 78,503,047
Donation -
Security Expenses 140,766,913 98,090,416 140,154,743 98,090,416
Deposit and loan guarantee premium 54,543,991 33,878,398 54,543,991 33,878,398
Traveling Allowances and Expenses 18,236,258 26,913,995 18,236,258 26,913,995
Entertainment 3,315,804 2,074,681 3,315,804 2,074,681
Annual/special General Meeting 2,358,769 2,259,500 2,358,769 2,259,500
Other 247,529,177 187,150,792 245,823,029 186,857,142
a) Annual Maintenance Expenses 17,442,078 13,241,445 17,442,078 13,241,445
b) Fuel 10,189,622 16,582,456 10,165,218 16,582,456
) Business Promotion/Annual Function 61,486,132 52,515,347 61,373,132 52,515,347
Expenses
d) Rates And Taxes 13,184,959 9,148,729 13,162,129 9,148,729
e) Outsource Staff Expenses 47,522,080 28,240,041 47,294,708 28,240,041
f) Other 97,704,306 67,422,774 96,385,764 67,129,124
Total 678,584,398 571,938,218 675,918,972 571,591,577
Depreciation & Amortisation 4.38
Group Bank
Current Year Previous Year Current Year Previous Year
Depreciation on property and 152,248,682 125,149,046 151,771,294 125,149,046
equipment
Depreciation on investment property - - - -
Amortisation of intangible assets 9,529,877 5,236,983 9,491,796 5,236,983
Total 161,778,559 130,386,029 161,263,091 130,386,029
Non operating income 4.39
Group Bank
Current Year Previous Year Current Year Previous Year
Recovery of loan written off 8,068,766 121,163,374 8,068,766 121,052,374
Other income - 739,627 - 850,627
Total 8,068,766 121,903,001 8,068,766 121,903,001

O¢ www.machbank.com
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Non operating expense 4.40
Group Bank

Current Year Previous Year Current Year Previous Year

Loan written off 67,486,870 88,557,214 67,486,870 88,557,214

Redundancy provision - - - -

Expense of restructuring - - - -

Other expense 33,213 6,334,588 33,213 6,334,588

Total 67,520,083 94,891,802 67,520,083 94,891,802

Income tax expense 4.41
Group Bank

Current Year Previous Year Current Year Previous Year

Current tax expense 615,834,173 763,508,737 612,524,817 760,911,844

Current year 569,298,636 724,830,537 566,104,098 722,233,644

Adjustments for prior years 46,535,537 38,678,200 46,420,719 38,678,200

Deferred tax expense (16,547,008) (30,706,790) (16,652,345) (30,706,790)

Origination and reversal of temporary
differences

(16,547,008)

(30,706,790)

(16,652,345)

(30,706,790)

Changes in tax rate

Recognition of previously unrecognised
tax losses

Total income tax expense 599,287,164 732,801,947 595,872,472 730,205,054
Reconciliation of tax expense and accounting profit 4.41.1
Group Bank

Current Year Previous Year Current Year | Previous Year
Profit before tax 1,872,018,132 2,435,948,993 1,861,023,135 | 2,427,293,296
Tax amount at tax rate of 30% 561,605,440 730,784,698 558,306,941 728,187,989
Add: Tax effect of expenses that are not (2,201,830) 12,682,462 (2,201,830) 12,682,462
deductible for tax purpose
Less: Tax effect on exempt income 1,209,746 3,804,739 1,209,746 3,804,739
Add/less: Tax effect on other items (5,443,611) -
Total income tax expense 558,193,863 739,662,421 549,451,753 737,065,713
Effective tax rate 29.82% 30.36% 29.52% 30.37%

Annual Report 2019/20 CAS
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Statement of Distributable Profit or Loss

For the year ended 31, Ashad 2077

(As per NRB Regulation)

Bank

Current Year

Previous Year

Net profit or (loss) as per statement of profit or loss 1,265,150,663 1,697,088,243
Appropriations:

a. General reserve 253,030,133 339,417,649
b. Foreign exchange fluctuation fund 14,015,417 5,709,751
c. Capital redemption reserve - -
d. Corporate social responsibility fund 12,651,507 1,080,925
e. Employees’ training fund (2,368,795) (506,011)
f. Other - -
Profit or (loss) befor regulatory adjustment 987,822,402 1,351,385,929
Regulatory adjustment :

a. Interest receivable (-)/previous accrued interest received (+) 17,318,179 42,527,809
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 (+) (31,759,059) (53,586,919)

e. Deferred tax assets recognised (-)/ reversal (+) (13,810,822) (21,424,000)
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognised (-)/reversal (+) - -
h. Actuarial loss recognised (-)/reversal (+) (18,110,759) (11,459,433)
i. Other (+/-) 8,755,873 (4,996,603)

- Fair Value Reserve 8,755,873 (4,996,603)
Distributable profit or (loss) 950,215,814 1,302,446,784

<0  www.machbank.com
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MACHHAPUCHCHHRE BANK LIMITED
PRINCIPAL INDICATORS

Particulars Indica- F.Y. F.Y. F.Y. F.Y. F.Y.
tors | 2072/2073 2073/2074 2074/2075 2075/2076 2076/2077
1. Net Profit/Gross Income % 21.96% 21.96% 14.81% 14.86% 9.99%
2. Earnings Per Share Rs. 25.04 24.00 15.81 21.07 14.96
3. Market Value per Share Rs. 680.00 360.00 209.00 264.00 220.00
4. Price Earning Ratio Ratio 27.15 15.00 13.22 12.53 14.71
5. Dividend (including bonus) on share % 21.84% 15.00% 10.00% 16.00% 10.40%
capital
6. Cash Dividend on share capital % 1.09% 6.00% 10.00% 11.00% 3.37%
7. Interest Income/Loans & Advances % 7.90% 9.87% 12.09% 12.96% 11.76%
8. Employee Expenses/Total Operating % 18.54% 13.18% 10.74% 11.29% 13.33%
Exps
9. Interest Exps on Total Deposit and % 3.13% 4.76% 6.93% 7.16% 7.02%
Borrowings
10. Exchange Fluctuation Gain/Total Income | % 2.99% 2.30% 2.05% 2.86% 2.67%
11. Staff Bonus/ Total Employee Expenses | % 27.51% 37.56% 29.86% 28.07% 15.95%
12. Net Profit/Loans & Advances % 2.03% 2.51% 1.92% 2.16% 1.31%
13. Net Profit/ Total Assets % 1.51% 1.89% 1.47% 1.61% 1.02%
14. Total Credit/Deposit % 84.59% 88.47% 89.78% 87.00% 88.56%
15. Total Operating Expenses/Total Assets | % 4.27% 5.45% 7.40% 8.09% 7.81%
16. Adequacy of Capital Fund on Risk
Weightage Assets
a. Core Capital % 11.32% 15.78% 14.38% 11.88% 9.57%
b. Supplementary Capital % 1.04% 1.04% 0.98% 0.91% 3.45%
¢. Total Capital Fund % 12.36% 16.82% 15.36% 12.79% 13.02%
17. Liquidity % 24.52% 26.29% 25.26% 23.70% 23.83%
18. Non Performing Loans/Total Loans % 0.55% 0.38% 0.44% 0.37% 0.52%
19. Base Rate % 6.18% 10.29% 11.06% 10.37% 9.21%
20. Weighted Average Interest Rate Spread | % 4.59% 4.27% 4.75% 4.27% 4.36%
*
21. Book Net worth Rs. 5,340,202,752| 8,211,005,911| 10,356,871,786| 11,236,871,503 |  11,584,702,840
22. Total Shares Num- 38,645,400 65,987,000 80,556,930 80,556,930 84,584,777
ber
23. Total Employees Num- 663 742 953 1,195 1,486
ber
24. Productivity per Staff Rs.'000 1,354.79 1755.37 1,642.48 1420.16 851.38
25. Book Value Per Share Rs. 138.18 124.43 128.57 139.49 136.96
26. Number of branches Num- 57 57 88 131 159
ber
27. Number of ATM Num- 72 74 93 144 198
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)

¥  www.machbank.com




22 3t af¥fes i@t 20W9E /199

Machhapuchchhre Bank Limited
Significant Accounting Policies to Consolidated Financial Statements
Financial Year 17 July 2019 to 15 July 2020 (1 Shrawan 2076 to 31 Ashad 2077)

1. General Information

1.1 Reporting Entity

Machhapuchchhre Bank Limited (hereinafter
referred to as “the Bank”) is a public limited company,
incorporated on 16 February 1998 as per the then
Companies Act 1964 of Nepal, and domiciled in Nepal.
The Bank obtained license from Nepal Rastra Bank on
27 September 2000. 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

The Bank has recognized Machhapuchchhre Capital
Limited as a subsidiary company in which Bank held
100% controlling interest at the report date.

Machhapuchchhre Capital Limited is wholly owned
subsidiary of the Bank and was incorporated on
Ashwin 8, 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.

Cost as on Ashad end
2077 "NPR"
200,000,000

Subsidiary

Machhapuchchhre Capital
Limited

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

1.3 Group

The Group represents the Bank and its subsidiary

2. Basis of Preparation

2.1 Basis of Preparation

The Financial Statements of the Bank have been
prepared in accordance with the requirement of Nepal
Financial Reporting Standards (NFRS) as published
by the Accounting Standards Board (ASB) Nepal and
pronounced by The Institute of Chartered Accountants
of Nepal (ICAN) and in the format issued by Nepal
Rastra Bank in Directive No. 4 of NRB Directives, 2076.
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 2076 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:

Annual Report 2019/20 <
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Relevant Financial Statement

Nepalese Calendar

Date/Period English Calendar Date/Period

Consolidated Statement of Financial Position

31 Ashad 2077 15 July 2020

Consolidated Statement of Profit/Loss

1 Shrawan 2076 to 31 17 July 2019 to 15 July 2020

Ashad,2077

Consolidated Statement of Other Comprehensive 1 Shrawan 2076 to 31 17 July 2019 to 15 July 2020

Income Ashad,2077

Consolidated Statement of Cash flow 1 Shrawan 2076 to 31 17 July 2019 to 15 July 2020
Ashad,2077

Consolidated Statement of Changes in Equity 1 Shrawan 2076 to 31 17 July 2019 to 15 July 2020
Ashad,2077

The Board of Directors of the Bank authorized the
financial statement vide its resolution dated 17
September 2020 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:

<% wwwmachbank.com

« 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 pronounced Nepal Financial Reporting Standards
2018 (NFRS 2018) on 11 Ashad 2077. Accordingly, some
new standards have been introduced with amendment
to existing standards.

NFRS 2018 shall introduce following standards which
shall be applicable to the bank with the dates as
mentioned.
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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 2076-77. 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.

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:

« Identification of the contracts with the customer

« Identification of the performance obligations in the
contract

« Determination of the transaction price

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

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

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

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

Stage 1 Stage 2 Stage 3
Nature 12 month expected credit loss | Lifetime expected credit loss Lifetime expected credit loss
Risk No significant risk since initial Significant credit risk since initial | Credit impaired (With objective
recognition recognition evidence of impairment)
Nature Performing Underperforming Non-performing

Interest Revenue | Effective interest on gross carry-

ing amount

Effective interest on gross carry-
ing amount

Effective interest on Carrying
amount less ECL
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2.7.3 NFRS 16 Leases

NFRS 16 Leases'is effective for annual periods beginning
on or after 16 July 2021. 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 recognize
a right-of-use asset (ROU) representing its right to
use the underlying leased asset and a lease liability
representing its obligation to make lease payments. The
main reason for this change is that this approach will
resultin a 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.

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.
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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. Iltems of
dissimilar nature are presented separately unless they
are material.

2.12 Offsetting

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

2.13 Rounding

The statements have been rounded off to nearest
Rupees in relevant assertions.

3. Summary of significant accounting policies

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

3.1 Basis of Measurement
The financial statements have been prepared on

historical cost basis except for the following material
items in the statement of financial position:




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

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

Any contingent consideration payable is measured
at fair value at the acquisition date. If the contingent
consideration is classified as equity, then it is not re-
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 either:

« At fair value (full goodwill method); or
. At their proportionate share of the acquirer's
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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.
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3.2.6 Transaction Elimination on Consolidation

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

3.3 Cash and Cash Equivalent

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

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

3.4 Due from Nepal Rastra Bank

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

3.5 Placement with Bank and Financial Institution

Placementswith banks and financial 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
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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

o Financial Assets
« Financial Liabilities

|.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;

o Financial assets measured at amortized cost
o Financial asset measured at fair value

a) Financial assets measured at amortized cost

The Bank classifies a financial asset measured at
amortized cost if both of the following conditions are
met:

« 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.
o Financial assets at fair value through other
comprehensive income




i) Financial assets at fair value through profit
or loss

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

ii) Financial assets at fair value through other
comprehensive income

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

Il. Financial Liabilities

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

. Financial Liabilities at Fair Value through Profit or
Loss
« Financial Liabilities measured at amortized cost

a) Financial Liabilities at Fair Value through
Profit or Loss

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

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

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

Derecognition of Financial Liabilities

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

3.6.5 Determination of Fair Value

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

All 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:

o 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.

. 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.

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

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

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

Loan Loss Provision as per direction of Nepal
Rastra Bank

Loan loss provisions in respect of non-performing loans
and advances are based on management’s assessment
of the degree of impairment of the loans and advances,
subject to the minimum provisioning level prescribed in
relevant NRB guidelines. Provision is made for possible
losses on loans and advances including bills purchased
at 1% 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
rates, credit risk, indices etc. Derivatives are categorized
as trading unless they are designated as hedging
instruments. All derivatives are initially recognized and
subsequently measured at fair value, with all revaluation
gains or losses recognized in the Statement of Profit or
Loss under Operating Income. Derivatives are recorded
at fair value and carried as assets when their fair value is
positive and as liabilities when their fair value is negative.
Fair value is determined using the closing rates ruling
on the reporting date.

3.9 Property, Plant and Equipment
Recognition

Property, plant and equipment are tangible items that
are held for use in the production or supply of services,

for rental to others or for administrative purposes and
are expected to be used during more than one period.
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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.

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
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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 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
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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.

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

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

Computer Software

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

Goodwiill

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

Subsequent Expenditure

Expenditure incurred on software is capitalized only
when it is probable that this expenditure will enable the
asset to generate future economic benefits in excess
of its originally assessed standard of performance and
this expenditure can be measured and attributed to
the asset reliably. All other expenditure is expensed as
incurred. Goodwillis measured at cost less accumulated
impairment losses.

Amortization of Intangible Assets

Intangible Assets, except for goodwill, are amortized on
a straight-line basis in the Statement of Profit or Loss
from the date when the asset is available for use, over
the best of its useful economic life based on a pattern in
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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.

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.
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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
value less costtosellif their carryingamountis recovered
principally through sale rather than continuing use.
They are recognized and measured when:

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

(i) They are 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
itis 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
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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.

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

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

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

3.18 Contingent Liabilities and Commitments

Contingent liabilities are possible obligations whose
existence will be confirmed only by uncertain future
events or present obligations where the transfer
of economic benefit is not probable or cannot be
readily measured as defined under NAS 37 Provisions,
Contingent Liabilities and Contingent Assets. In the
normal course of business, the Bank undertakes
commitments and incurs contingent liabilities with
legal recourse to its customers to accommodate the
financial and investment needs of clients, to conduct
trading activities and to manage its own exposure to
risk. These consist of financial guarantees, letters of
credit and other undrawn commitments to lend. Letters
of credit and guarantees (including standby letters of
credit) commit the Bank to make payments on behalf
of customers in the event of a specific act, generally
related to the import or export of goods. Guarantees
and standby letters of credit carry a similar credit risk
to loans. Operating lease commitments of the Bank
(as a lessor and as a lessee) and pending legal claims
against the Bank also form part of commitments of
the Bank. Contingent liabilities are not recognized in
the Statement of Financial Position but are disclosed
unless they are remote. These financial instruments
generate interest or fees and carries elements of credit
risk in excess of those amounts recognized as assets
and liabilities in the Statement of Financial Position.




However, no material losses are anticipated as a result
of these transactions.

3.19 Litigation

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

3.20 Borrowing Cost

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

3.21 Income Tax

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

3.21.1 Current Tax

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

3.21.2 Deferred Tax

Deferred tax is provided on temporary differences at
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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

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:

differences can be controlled and is probable that
the temporary differences will not reverse in the
foreseeable future.

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

« In respect of deductible temporary differences
associated with investments in Subsidiaries,
deferredtaxassets 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
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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
2018-19 has again been extended for FY 2019-20 as well.
As per the carve out regarding the EIR rate treatment
issued by ICAN, when calculating EIR, all these shall
be considered unless it is immaterial or impracticable
to do so. Since all these transaction costs cannot be
identified separately and separate EIR computation for
every customer seems impracticable, such transaction
costs of all previous years has not been considered
when computing EIR. Due to impracticability, such
relevant costs are ignored, due to which EIR rate equals
to the rate provided to customers and therefore,
income recognized by system on accrual basis has
been considered as income Once the recorded value
of a financial asset or a group of similar financial assets
has been reduced due to an impairment loss, interest
income continues to be recognized using the rate of
interest used to discount the future cash flows for the
purpose of measuring the impairment loss.

Guideline on Recognition of Interest Income,
2019 by NRB.

Criteria for determining loans on which interest
no longer be recognized to the profit or loss
account but shall be suspended

Guideline issued by NRB on income recognition defines
certain criteria for determining loans on which interest
no longer be recognized to the profit or loss account
but shall be suspended .These criteria are as follows

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

(b) Loans against which individual impairment as per
NAS 39 or life time impairment as per NFRS 9 has been
made;

() Loans where contractual payments of principal
and/or interest are more than 3 months in arrears and
where the "net realizable value” of security is insufficient
to cover payment of principal and accrued interest;

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

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

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

Criteria to cease the accrual of interest

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

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.
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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 and also gratuity
amount is deposited in CIT. The above expenses are
identified as contributions to ‘Defined Contribution
Plans' as defined in NAS 19 Employee Benefits.
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b) Defined Benefit Plans

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

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

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

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

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

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

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

(a) Gratuity

An actuarial valuation is carried out every year to
ascertain the 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
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.

Ill. 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 thatemployees
have earned in return for their service in the current
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and prior periods to determine the present value
of such benefits. The discount rate is the yield at the
reporting date on government binds that have maturity
dates approximating to the terms of Bank's obligation.
The calculation is performed using the Projected Unit
Credit method. Net change in liability for unutilized
accumulated leave including any actuarial gain and
loss are recognized in the Statement of Profit or Loss
under ‘Personnel Expenses’ in the period in which they
arise. Actuarial gain/losses on unutilized leave balance
is charged to profit or loss.

3.26 Other expense

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

3.27 Leases

The determination of whether anarrangementis a lease,
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 implicit in
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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.

3.28Foreign 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 atfairvalue 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.
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3.29 Financial guarantee and loan commitment

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

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

3.30 Share Capital and Reserves

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

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

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

a) 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 Bankisrequiredto 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 FVTOC! 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
corporate social responsibility expenditure during
the subsequent year. Balance in this fund is directly
reclassified to retained earnings in the subsequent year
to the extent of payments made under corporate social
responsibility activities.

f) Investment adjustment reserve

The Bank is 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
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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:

o 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,

- Amount of goodwill recognized under NFRS.

Pursuant to the NRB Circular no. 6 dated 2076/07/26,
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
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.
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However, pursuant to the circular no. 14/076/77 dated
2077/01/16, it is not mandatory for the bank to spend
such 3% amount. Accordingly, the bank has spent all
the balance in the training fund outstanding as at 16
July 2019 and has not created any fund as at 15 July
2020.

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.
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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 asa 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 head office expense, corporate assets,
tax assets and liabilities.

3.33 Capital Management

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

Capital Adequacy

Capital Adequacy Ratio (CAR) is a measure of the Bank's
capital expressed as a percentage of risk-weighted
assets of credit, market and operational aspects of the
banking business. It is a measure of financial strength of
the Bank which indicates its ability to maintain adequate
capital to face with unforeseen scenarios. Bank has
maintained capital adequacy in excess of the minimum
threshold prescribed by Nepal Rastra Bank.

Bank calculates CAR based on New Capital Adequacy
Framework under Basel 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.
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3.34 Risk Management

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

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

Board of Directors

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

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

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

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

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

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

Risk Management Committee

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




AML/ CFT committee

A separate committee is formed to ensure compliance
of Anti Money Laundering Act, rules and directive
No. 19 issued by Nepal Rastra Bank. Also, in order
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

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 credit risk, the Bank has established
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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
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chances of failure of a bank to meet obligations as they
become due. Effective liquidity risk management helps
ensure the Bank's ability to meet its obligations as they
fall due without adversely affecting the Bank's financial
condition and reduces the probability of developing of
an adverse situation.

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

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

Reputational Risk Management

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

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

The bank has clearly set the code of conduct / code
of ethics which defines acceptable and unacceptable
behaviors and explicitly disallow behavior that
could lead to any reputation risks or improper or
illegal activity, such as financial misreporting, money
laundering, fraud, anti-competitive practices, bribery

and corruption, or the violation of consumer rights
and make clear that employees are expected to
conduct themselves ethically in addition to complying
with laws, regulations and company policies.

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, 1SO 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 2020

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 Bank is 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 8,458,477,650 represented by 84,584,776 ordinary shares of NPR 100 each

Paid-up capital as of balance sheet date is NPR 8,458,477,650 represented by 84,584,776 ordinary shares of NPR 100
each.

The paid-up capital of the Bank as on the balance sheet date is NPR 8,458,477,650 represented by 84,584,776 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 Limit-
ed Merged

2069/70 2,478,794,560

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

2071/72 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|on 4,666,430,000 (801,890,000)| 3,864,540,000 ?Proposed bongs share on the year_of
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%
2073/74 right shares and NPR 665,149,000
(Comparative 7716605100 |  (665,149,000)| 7,051,456,100 | " roposed bonus share on the year of
Year) issuance not being part of share capital as
per NFRS has been reduced from share
capital.
2074775
(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 -| 8,458,477,650 | no of shares of NPR 100 each pertaining to
FY 2075-76.
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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 253,030,133 of the net profits
to General Reserve in the current year.

Amount in NPR

Particulars

As at 15 July 2020

As at 16 July 2019

Opening General Reserve

1,453,541,328

1,114,123,679

20% of Profit to be transferred

253,030,133

339,417,649

Closing General Reserve

1,706,571,460

1,453,541,328

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 14,015,417 have been

transferred to exchange fluctuation fund maintained by the Bank.

Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019
Opening Exchange Equalization Reserve 16,426,299 10,716,548
25% of Revaluation gain 14,015,417 5,709,751
Closing Exchange Equalization Reserve 30,441,716 16,426,299

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. Fair Value Reserve has reduced during the year by NPR 6,630,222.

Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019
Opening Fair Value Reserve (13,711,424) (10,213,802)
Transfer/ Adjustment in Reserve 6,630,222 (3,497,622)
Closing Fair Value Reserve (7,081,204) (13,711,424)

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 BFls 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
NPR 2,368,795. Actual training expense of this year amounted to NPR 18,966,161.

Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019
Opening Skill Enhancement Fund 2,368,795 2,874,806
Add : 3% of Last Year Staff Expense (Refer Note 1) 26,239,194
Actual Staff Training Expense this year 18,966,161 26,745,205
Closing Skill Enhancement Fund (Refer Note 2) - 2,368,795
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Note 1: NRB has revised previous year's staff expense to previous year's salary and allowance in the Unified Directive
2076.

Note 2: Pursuant to the circular no. 14/076/77 dated 2077/01/16, it is not mandatory for the bank to spend such 3%
amount. Accordingly, the bank has spent all the balance in the training fund outstanding as at 16 July 2019 and has not
created any fund as at 31 Ashad 2077.

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 19,712,558 out of which NPR 20,973,125 has been spent this year for CSR activities.
This year, bank has also appropriated 1% of net profit i.e. NPR 12,651,507 and therefore total amount in this fund is NPR

12,651,507 and shown in other reserve in Statement of Changes in Equity. Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019
Opening CSR Fund 19,712,558 18,631,633
Add : 1% of profit this year 12,651,507 16,970,882
Less: CSR expense this year 19,712,558 15,889,958
Closing CSR Fund 12,651,507 19,712,558

The bank has during the fiscal year 2076-77 contributed NPR 86 lacs to various Nepal Government level Covid Fund.

g) Regulatory Reserve

The amount to this reserve has been allocated from profit/retained earnings as per the Directive of NRB for the purpose

of implementation of NFRS and is not regarded as free for distribution of dividend. Details are as presented under:
Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019

Opening Regulatory reserve 390,311,276 342,871,112
Interest Suspense (Refer Note Below) (17,318,179) (42,527,809)
Investment Property Provision/(Non-Banking Assets) (Refer Note 31,759,059 53,586,919
Below)

Actuarial loss 18,110,759 11,459,433
Fair Value Reserve (8,755,875) 3,497,622
Deferred tax assets 13,810,822 21,424,000
Closing Regulatory Reserve 427,917,864 390,311,276

Note: Pursuant to the NRB Circular no. 6 dated 2076/07/26, regulatory reserve on Accrued Interest Receivable and Non-
Banking Asset has been considered after taking effect of bonus and income tax for FY 2076-77.

h) Investment Adjustment Reserve

Bank has investment in NEPS and 100% reserve had been created in earlier years. However, pursuant to Directive No. 8 of
the Unified Directive 2076, Investment Adjustment Reserve is not required for investment in company working in the field
of payment switch which is promoted 15 or more BFIs. Accordingly, investment adjustment reserve has been reversed in
case of investment in shares of NEPS and transferred to retained earnings during the year.

Amount in NPR

Particulars As at 15 July 2020 As at 16 July 2019
Opening IAR 15,000,000 15,000,000
Add: Additional Reserve during this year - -
Less: Adjustment in Reserve (15,000,000) -
Closing IAR - 15,000,000
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i) Share Premium

Share premium includes the excess amount received against the Face value of the issued shares in fiscal year 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.

3. Effect of Covid-19
NRB vide its various circulars introduced reliefs to the customers due to Covid-19. Provisions such as 10% discount on
interest paid till 12 April 2020, 2% rebate on applicable interest as at 12 April 2020 for 4th Quarter, waiver on digital
transaction until 15 July 2020 etc has been highly affected the Profit of the bank for the year ended 15 July 2020.

COVID-19 continues to spread across the globe and in Nepal as well. On March 11, 2020, the COVID-19 outbreak was
declared a global pandemic by the World Health Organization. On 24 March 2020, Nepal Government announced a
strict nationwide lockdown which continued till 21 July 2020. The extent to which the COVID-19 pandemic will impact
the Bank's results will depend on future developments, which are highly uncertain, including any new information
concerning the severity of the COVID-19 pandemic and any action to contain its spread or mitigate its impact whether
government-mandated, NRB mandated or as opted by the Bank.

NRB vide its circular dated 27 July 2020 provided moratorium period to the moderately affected, medium affected
and highly affected borrowers by 6 months, 9 months and 12 months respectively to pay installment of principal and
/ or interest falling due on or before15 July 2020. Similarly, loans which were considered under Pass Category as at
14 January 2020 and loans disbursed thereafter shall continue to be classified under Pass Category as at 15 July 2020
as well.

4. Investment Securities

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

5. Loans & Advances to B/FIs and customers

Loans & Advances to B/FIs and Customers have been valued under amortized cost as allowed under NFRS 9. Separate
Effective Interest Rate (EIR) has not been computed since all the relevant transactions costs for computing EIR are ignored due
to immateriality of such relevant costs. Also, Institute of Chartered Accountants of Nepal (ICAN) have provided carve out on EIR
for the FY 2019-20 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:

Amount in NPR'

Particulars Year ended 15 July 2020 | Year ended 16 July 2019 | P/L Impact
Impairment (A) 994,787,586 252,496,934 | 164,649,904
Provision as per NRB (B) 1,556,741,089 968,817,146 | 587,923,943
Impairment to be considered as Alter- 1,556,741,089 968,817,146 | 587,923,943
native Treatment by ICAN (Higher of A
or B)

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.
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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:

7.1 Information about reportable segments
Amount in NPR'000

SN Particulars Banking Treasury Trg:;i?:gon Others Total
a Revenues from external 11,323,847 | 1,009,141 315,733 12,017 12,660,738
customers
b Intersegment revenues 360,926 (440,432) (5,793) 85,299 -
C Gross revenue 11,684,774 568,708 309,940 97,317 12,660,738
d Interest revenue 10,691,921 660,969 - - 11,352,889
e Interest expenses 7,111,384 379,606 - - 7,490,990
f Net interest revenue 3,580,537 281,362 - - 3,861,899
g Depreciation & amortization 121,045 24,693 487 15,038 161,263
h Segment profit (loss) before 2,946,613 459,894 120,875 (1,666,359) 1,861,023
tax
i 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 585,483 (9,472) 2,441 - 578,452
| Segment assets 93,464,968 | 19,066,803 376,416 11,611,382 124,519,569
m Segment liabilities 108,018,450 | 1,307,432 142,813 15,050,874 124,519,569

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.
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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 12,563,421

Other revenues 97,317

Elimination of intersegment profits -

Entity's revenues 12,660,738

Profit or Loss

Amount in NPR'000

Particulars Amount
Total profit or loss for reportable segments 3,527,382
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: (1,666,359)
Profit or loss before income tax 1,861,023

Assets Amount in NPR'000
Particulars Amount

Total assets for reportable segments 112,908,187

Other assets -

Unallocated amounts: 11,611,382

Entity's assets 124,519,569

Liabilities Amount in NPR'000
Particulars Amount

Total liabilities for reportable segments 109,468,695

Other liabilities -

Unallocated amounts: 15,050,874

Entity's liabilities 124,519,569

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 834,918
Consumer 1,223,203
Corporate 2,416,442
Infrastructure 495,161
Micro-finance 3,616,204
Treasury/Other 2,766,961
Total 11,352,889
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7.4 Information about geographical areas
Revenue from following geographical areas .

Amount in NPR'000

Particulars Amount

Domestic

Province 1 1,750,127
Province 2 1,130,374
Province 3 6,764,715
Gandaki Province 1,386,929
Province 5 1,130,867
Karnali Province 85,856
Sudurpaschim Province 411,870
Foreign -
Total 12,660,738

7.5 Information about major customers
Revenue from a single customer does not exceed 10% or more of the bank's revenue.

8 Classification of Financial Asset and Liability
Amount in NPR'000

. As at As at
Particulars 15-Jul-2020 16-Jul-2019
Carrying Value Fair Value Carrying Value | Fair value
Assets
Assets carried at Amortized Cost
Cash and cash equivalent 9,778,033 9,778,033 9,442,900 9,442,900
Due from Nepal Rastra Bank 4,552,001 4,552,001 3,226,962 3,226,962
Placement with Bank and Financial 81,136 81,136 1,458,034 1,458,034
Institutions
Loans and advances to BFls 2,471,154 2,471,154 2,440,166 2,440,166
Loan and advances to customers 92,529,227 92,529,227 75,095,774 | 75,095,774
Investment securities at amortized cost 11,574,942 11,574,942 10,108,078 | 10,108,078
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. 67,416 67,416 72,597 72,597
Fair Value through Other Comprehensive
Income (FVTOCI)
Investment securities at OCI 357,471 357,471 198,000 198,000
Liabilities
Liabilities carried at Amortized Cost
Due to Bank and Financial Institutions 2,649,482 2,649,482 6,361,837 6,361,837
Due to Nepal Rastra Bank 13,724 13,724 1,020,524 1,020,524
Deposits from customers 104,098,900 104,098,900 85,198,402 | 85,198,402
Debt securities issued 3,147,122 3,147,122 - -
Borrowings 1,202,500 1,202,500 - -
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9. Interest Income

Capitalization of the Interest on national priority projects was made with due approval from Nepal Rastra Bank. NPR
218,451,625 is capitalized during FY 2076-77.

As per provision mentioned in income recognition guideline 2019, issued by NRB, interest income of NPR 141,563,235
has been suspended for recognition in current fiscal year.

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.

12. Gratuity and Accumulated Leave Provision

Gratuity

As per the actuarial valuation, gratuity liability of the bank is NPR 397,070,878 Out of which NPR 343,914,303 has been
funded as at 15 July 2020 and net amount is shown as liability of bank. However, the bank has funded remaining amount
of NPR 53,156,575 in Citizen Investment Trust (CIT) subsequently on 30 July 2020 (15 Shrawan 2077).

Bank has expensed NPR 35,045,816 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 2020 As at16 July 2019

Defined Benefit Obligations 397,070,878 324,723,728

Fair Value of Planned Assets 343,914,303 277,641,857

Net Liability 53,156,575 47,081,871

Expense booked as in PL 35,045,816 35,622,438

Actuarial Gain/ (Loss) booked in OCI (18,110,759) (11,459,433)

Current/Non-Current Bifurcation

Amount in NPR

Particulars

As at 15 July 2020

As at16 July 2019

Current Liability

Non-Current Liability

53,156,575

47,081,871

Total

53,156,575

47,081,871




Leave
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The Bank has recognized an additional provision of NPR 27,193,334 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 2020

As at 16 July 20119

Defined Benefit Obligations 170,456,436 143,263,102
Fair Value of Planned Assets - -
Net Liability 170,456,436 143,263,102

Particulars

As at 15 July 2020

As at 16 July 20119

Amount recognised in statement of profit or loss

Current service cost 27,692,814 26,716,871
Interest cost 11,497,527 11,207,724
Actuarial (Gain)/ Loss on Leave 19,028,599 (1,791,885)
58,218,940 36,132,710
Change in Present Value Obligations:
PV of Obligation at beginning of the year 143,263,102 141,930,147
Current Service Cost 27,692,814 26,716,871
Interest cost 11,497,527 11,207,724
Actuarial (Gain)/ Loss 19,028,599 (1,791,885)
Benefit paid (31,025,606) (34,799,755)
Liability at the end of the year 170,456,436 143,263,102

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

Particulars Book Base Tax Base Difference

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls 2,471,154 2,471,154 -
Loans and advances to customers 92,529,227 92,529,227 -
Property & equipment 1,169,973 1,065,561 (104,412)
Employees' defined benefit plan 170,456 - 170,456
Provisions for investment 10,116 - 10,116
Lease expenses as per NFRS 40,928 - 40,928
Bond and Debentures issue expense 361 361
Total temporary differences 117,449
Deferred tax asset/(liabilities) as on Ashad 31 2077 35,235
Deferred tax asset/(liabilities) as on Ashad 31 2076 21,424
Origination/(Reversal) during the year 13,811
Deferred tax expense/(income) recognized in profit or loss (16,652)
Deferred tax expense/(income) recognized in other com- 2,842
prehensive income
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Amount in NPR'000

Opening Recognised in T 17 Closing
FY 2019-20 balance profit or loss hothgr compre- balance
ensive income

Gratuity - - - -
Leave encashment 42,979 8,158 - 51,137
Operating lease liability under NFRS 4,397 7,882 - 12,278
Actuarial loss - - - -
Financial assets held at FVTOCI 5,876 - (2,842) 3,035
Debenture Issue Expenses - 108 - 108
Total of deferred tax assets 53,252 16,148 (2,842) 66,558
Property, plant and equipment (31,828) 505 - (31,324)
Total of deferred tax liability (31,828) 505 - (31,324)
Net deferred tax liability 21,424 16,652 (2,842) 35,235

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

An endowment life insurance policy is purchased by Bank for insured sum equivalent to the principal of housing loan.
The policy is purchased for a period of 21 years or remaining service period of the employee, whichever is earlier. The
employees pay insurance premium in respect of policy on monthly basis. Upon maturity of the endowment policy, the
proceeds/bonus are accounted towards settlement of interest and principal loan amount in a single installment. The Bank
has amortized prepaid employee expense of NPR 66,808,996. Bank has considered average cost of deposit for FY 2076-
77 i.e 7.28% 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.

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 11.23
Average Interest Rate of Deposit 7.22
Average Interest Rate Spread 4.36

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)
The Bank has entered into financial transactions with NPES having financial interest.

Related Party

Nature of Relationship

Nature of transac-

. Current Year
tion

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.
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17.2 Key Management Personnel
The related parties of the Bank which meets the definition of related parties as defined in NAS 24 Related Party Disclosures

are as follows:

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

Name of the related party Nature Remark
Machhapuchchhre Capital Limited Wholly Owned Subsidiary
Dr. Birendra Prasad Mahato BOD Chairman
Mr. Roshan K.C Director
Mr. Gopi Krishna Neupane Director
Mr. Jaya Mukunda Khanal Director Resigned w.e.f 20 Chaitra, 2076
Mr. Bishwo Prakash Gautam Director
Mr. Omesh Lal Shrestha Director Resigned w.e.f 19 Ashadh, 2077
Mr. Haribhakta Sigdel Director
Mr. Mukunda Mahat Director Appointed w.e.f 16 Jestha 2077.
Mr. Suman Sharma Chief Executive Officer Resigned w.e.f 1 Chaitra, 2076
Mr. Santosh Koirala Chief Executive Officer Appointed w.e.f 1 Baisakh, 2077
Mr. Sarju Kumar Thapa DGM-Business
Mr. Bishwambhar Neupane DGM-Operations
Mr. Narayan Prakash Bhuju Chief Technology Officer

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 30,39,000
Other Board Expenses 1,621,342
Total 4,833,142

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

Particulars Amount In “NPR”
Short term employee benefits 35,572,817
Post- employment benefits 1,616,202
Other long term benefits 436,180
Termination benefits(Retirement Compensation) 14,796,330
Total 52,421,529

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.
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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 a result 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 2077 (including CEO): 4

17.4 Machhapuchchhre Capital Limited-Subsidiary of MBL bank
The Bank has invested Rs. 200 million in Machhapuchchhre Capital Ltd, a wholly owned subsidiary company of the Bank.
Transaction details with Machhapuchchhre Capital Limited is as follows

Amount in NPR

Particulars Amount

Balance as at 31 Ashad 2077

Fixed Deposit from Subsidiary 180,000,000
Call Deposit from subsidiary 18,861,991
Current Deposit from subsidiary 1000
Transactions during the year

Interest paid to Subsidiary 18,093,150
DP Service received from subsidiary 8,365

17.5 Key Management Personnel of Machhapuchchhre Capital Limited.

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

Name of the Key Management Personnel Designation
Mr. Bishwambhar Neupane Chairman
Mr. Suvash Jamarkattel Director
Mr. Tika Bhattarai Director
Mr. Kumar Gnawali Director
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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.

Bank has reclassified the lease expenses booked as per NAS 17 which was previously (PY 2075-76) shown as liabilities
under finance lease to other liabilities.
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 57,478,095.16 till 2076/77 from the project which has been parked to Sakchyam Fund Account.
The total amount expended & income and grant liability recognized during the FY 2076-77 from the fund is as follows:

Amount in NPR
Total expenses Income recognized Grant liability recognized

97,111,025 40,700,664 9,772,169

20. Merger and Acquisition
There are no merger or acquisitions transaction during the year.

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 15 July 2020 till the signing of this financial statement on 17 September 2020.

22. Proposed Dividend

The Board of Directors of the Bank, vide board meeting dated 17 September 2020, has recommended the distribution
of 7.03% of paid up share capital as bonus shares amounting to NPR 594,616,931 and 3.37% of paid up share capital as
Cash dividend (including tax on dividend) amounting to NPR 285,064,744 from the retained earnings as at 15 July 2020
which equals to aggregate distribution of 10.40% dividend amounting to NPR 879,681,675.

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
Hasim Electronics & Watch Station 19-Jun-19 21,992,787
Aatif Cosmetic Collection, 19-Jun-19 2,504,175
Aatika Cosmetic Shop, 19-Jun-19 13,996,486
Sehanaj Provision Stores, 19-Jun-19 2,506,553
Kantipur Surgical Pvt.Ltd, 1-Jul-19 12,586,918
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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
Arjundhara Tea Processing Private Limited 13-Jan-20 75,870,000
DS Nepal 16-Mar-20 17,718,065
Total 174,947,305

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-Jul-2020 16-Jul-2019
Profit attributable to equity shareholders NPR | 1,265,150,663 1,697,088,243
Weighted average of number of equity shares used in computing Nos. 84,584,777 84,584,777
basic earnings per share
Earnings Per Share (EPS) NPR 14.96 20.06
Diluted Earnings Per Share(DPS) NPR 14.96 20.06

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 capitalisation of retained earning. Pursuant to the requirement of NAS 33, the company has restrospectively
adjusted and restated the BEPS and DEPS for previous year.

26. Unpaid Dividend
As on balance sheet date, total dividend payable amounts to NPR 98,580,994.78 (PY NPR 74,982,200). Details have been
presented as under:

Dividend Payable of FY As at 15 July 2020 As at 16 July 2019
2075/76 44,442,578 -
2074/75 36,420,250 51,690,384
2073/74 17,718,167 23,291,816
Total 98,580,995 74,982,200
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27. Non-performing assets

The Banks' non-performing assets ratio stood at 0.52% (Previous year 0.37%) as at balance sheet date. The total non-

performing assets as at balance sheet date is NPR 494,078,967 (Previous year NPR 290,890,939) and loan loss provision

related to non-performing assets calculated as per NRB directives is NPR 372,736,045 (Previous year 175,437,873)
Amount in NPR'000

Particulars This Year Previous Year | Change Amount %
Performing Loan 94,042,599 77,381,776 16,660,823 22%
Pass 87,953,122 76,892,738 11,060,384 14%
Watch list 6,089,476 489,038 5,600,438 1145%
Non-Performing Loans (NPL) 494,079 290,891 203,188 70%
Restructured/rescheduled 2,181 - 2,181 100%
Substandard - 72,256 (72,256) -100%
Doubtful 238,869 122,522 116,347 95%
Loss 253,029 96,113 156,916 163%
Gross Loans & Advances 94,536,678 77,672,667 16,864,011 22%

NPL ratios:
Gross NPL to Gross Loans & Advances : 0.52%
Net NPL to Net Loans & advances: 0.13%

28. Capital Structure and Capital Adequacy

Nepal Rastra Bank has issued guidelines for implementation of New Capital Adequacy Framework under Basel Il
requirement inJuly 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.
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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 2020
Paid up Equity Share Capital 8,458,478
Equity Share Premium 30,882
Proposed Bonus Equity Share
Statutory General Reserve 1,706,571
Retained Earnings 981,266

Un-audited current year cumulative profit/ loss

Capital Redemption Reserve

Capital Adjustment Reserve

Dividend Equalization Reserve

Other Free Reserve

Less : Goodwill
Less: Intangible Assets 65,127
Less: Fictitious Assets

Less: Deferred Tax Assets

Less : Investment in equity in licensed Financial Institutions

Less : Investment in equity of institutions with Financial interests 215,000

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 4,877

Less: Cash Flow Hedge

Less: Defined Benefit Pension Assets

Less: Unrecognized Defined Benefit Pension Liabilities

Less : Other Deductions

Adjustments under Pillar 1|

Less: Shortfall in Provision

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

Perpetual Debt Instruments

Stock Premium
Total Core Capital 10,892,193
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(b) Tier 2 capital and a breakdown of its components Amount in NPR'000
Supplementary Capital (Tier 2) As at 15 July 2020

Cumulative and/or Redeemable Preference Shares
Subordinated Term Debt 3,000,000

Hybrid Capital Instruments

Stock Premium

General Loan Loss Provision 879,531
Exchange Equalization Reserve 30,442
Investment Adjustment Reserve 15,000

Assets Revaluation Reserve

Other Reserves

Total Supplementary Capital 3,924,973

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 | 365000 | 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 2020
Intangible Assets 65,127
Investment in equity of institutions with Financial interests 215,000
Purchase of Land& Building in excess of limit and unutilized 4,877
Total 285,004

Investment in equity of institutions with Financial Interests includes investment in wholly owned subsidiary of the bank
Machhapuchchhre Capital Limited amounting NPR 20 Cr and investment in Nepal Electronic Payment System (NEPS)
amounting NPR 1.5 Cr.

e) Total qualifying capital
Risk Weighted Exposure for Credit Risk, Market Risk and Operational Risk is as mentioned below:
Amount in NPR'000

Particulars Amount in NPR
Core Capital 10,892,193
Supplementary Capital 3,924,973
Total Qualifying Capital (Total Capital Fund) 14,817,166

f) Capital Adequacy Ratio of the bank is 13.02%

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

The Bank assesses capital at different stages and variants. The Long term assessment is done through a 5 year's Strategic
Plan. The Bank devises 5 year strategic plan in every five years. The strategic plan clearly states the Bank's requirement
of its capital for five years to achieve the envisioned Business Targets and the sources of capital to fulfill the requirement
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is also clearly forecasted. The annual assessment of the Bank's capital is done through the Annual Business Plan which
is formulated each year prior to the beginning of new Fiscal Year. The annual requirement of capital is clearly projected
and the sources to fulfill the said requirement is also clarified along with the action plan of responsible department and
personnel.

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

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

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

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

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

Debentures: The bank has issued 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 2020
Risk Weighted Exposures
Risk Weighted Exposure for Credit Risk 105,642,566
Risk Weighted Exposure for Operational Risk 5,061,515
Risk Weighted Exposure for Market Risk 72,928
Total Risk Weighted Exposures (Before adjustments of Pillar II) 110,777,010
Add RWE equivalent to reciprocal of capital charge of 2 % of gross income. 852,339
Add: 2% of RWE added by supervisory Review 2,215,540
Total Risk Weighted Exposures 113,844,889

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

“Amount in NPR'000

Particulars As at 15 July 2020
Claims on government and central Bank 375,015
Claims on other official entities -
Claims on Banks 2,490,562
Claims on corporate and securities firm 45,952,828
Claims on regulatory retail portfolio 31,205,577
Claim secured by residential properties 3,600,501
Claims secured by commercial real state 1,840,189
Past due Claims 174,213
High risk claims 1,845,417
Other Assets 3,732,393
Off Balance sheet Items 14,425,871
Total 105,642,566

Annual Report 2019/20 2? 9
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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:(\)I:i::lito(r)lpen
1 INR 76,376,295 1.60 122,259,354 122,259,354

2 USsD 146,015 120.25 17,558,304 17,558,304

3 GBP 35,242 151.66 5,344,626 5,344,626

4 EUR 30,795 137.46 4,232,927 4,232,927

5 THB 61,510 3.52 216,208 216,208

6 CHF 3,950 127.48 503,546 503,546

7 AUD 2,129 84.95 180,859 180,859

8 CAD 8,905 88.30 786,267 786,267

9 SGD 2,402 86.40 207,521 207,521

10 JPY 2,015,890 1.13 2,269,892 2,269,892

11 HKD 39,110 15.47 604,836 604,836
12 DKK 1,500 17.41 26,115 26,115
13 SEK 50 13.18 659 659
14 SAR 53,999 31.88 1,721,218 1,721,218
15 QAR 17,650 32.82 579,185 579,185
16 AED 67,537 31.69 2,139,910 2,139,910
17 MYR 21,471 27.82 597,216 597,216
18 KRW 4,122,000 0.10 412,818 412,818
19 CNY 37,418 17.20 643,590 643,590
20 KWD 150 389.30 58,394 58,394
21 BHD 362 318.10 115,152 115,152
(a) Total Open Position 160,458,595 160,458,595
(b) Fixed Percentage 5%
(c) Capital Charge for Market Risk (=axb) 8,022,930
(d) Risk Weight (reciprocal of capital requirement of 11%) in times 9.09
(e) Equivalent Risk Weight Exposure (=cxd) 72,928,432




(iii) Calculation of Operational Risk Exposure
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Amount in NPR'000

. Fiscal Year
S.N. Particulars

2073/074 2074/075 2075/076
1 Net Interest Income 2,361,989 2,739,799 3,549,756
2 Commission and Discount Income 450,845 491,069 790,519
3 Other Operating Income 97,271 9,034 28,139
4 Exchange Fluctuation Income 131,305 166,803 303,332
5 Addition/Deduction in Interest Suspense during the period 000 000 16,587
6 Gross income (a) 3,041,409 3,406,705 4,688,333
7 Alfa (b) 15% 15% 15%
8 Fixed Percentage of Gross Income [c=(axb)] 456,211 511,006 703,250
9 Capital Requirement for operational risk (d) (average of ¢) 556,822
10 | Risk Weight (reciprocal of capital requirement of 11%) in times (e) 9.09
11 Equivalent Risk Weight Exposure [f=(dxe)] 5,061,515

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] 5,061,515

I) Non-Performing Loan

Amount in NPR'000
Particulars Gross Provision Net of Provision

Restructured/Rescheduled 2,181 273 1,908
Substandard - - -
Doubtful 238,869 119,435 119,435
Loss 253,029 253,029 -
Total 494,079 372,736 121,343

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.
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Regd. |ICAN) Na. 079
PaM: 500182468 New plaza Road, Putalisadak

JBRH ..ico Kotk 23, Nepe

Charterad Accouniants Emall:jbri@info.com.np

INDEPENDENT AUDITORS' REPORT
To the Shareholders of Machhapuchchhre Capital Limited

Opinion

We have audited the financial staternents of Machhapuchcahre Capital Limiled, which comprise
the statement of financlai position as at Ashad 31, 2077, and the statement of income, statement
af changes in equity and statement of cash flows for the yvear then ended, and notes to the
tinancial statements, including a summary of significant aceaunting policies.

In our opinian, the accompanylng financial statements present fairly, in all material respects, tha
financial position of Machhapuchchhre Capital Limited as at Ashad 31, 2077 and ts financial
performance and its cash flows for the year then ended In accordance with Mepal Financial
Reporting Standards (NFR5),

Basis for Opinian

We conducted our audit in accordance with Mepal Standards on Auditing {NSAs). Our
responsibilities under those standards are further described in the Auditor's Reseansibilities for
the Audit of the Financial Statements section of our report. We are independent of the company
in accordance with the Ethical reguirements that are relevant to our audit ol the financial
statermnents in lvepal, and we have fulfilled our ethical respansiailitles 11 accorgance with these
racuiraments. We believe that the audit evidence we have obtained is sufficient and approoriate
te provide a basis for our oginion.

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

Management is responsible for the preparation and fair presentazion of these financial
statements in accordance with Nepal Financdial Reporting Standards, and for suck internal contral
a5 management determines necessary to enable the preparation of financial statements that are
frea from material misststernents, whether due to fraud or error.

In preparing the financial statement, management is responsible for assessing the Com pany's
anility to cantinue as 3 going concern, disclosing, as applicable matters related to going cancern
and using the geing coacern basis of accounting untess maragemaent either inlands to liquidate
the Company or ta tease operations, or has no realistic alternat ve but to do so.

Those charged with gaverrance are raspansible for oversering the Company's hiranciad
reporting process.

Auditors’ Respansibilities for the Audit of the Financlal Statemants

Our objectives are to ahtain reasonable assurance about whether the financial statements as a
whale are free ‘rom material misstatement, whether due to fraud o- error, and to issue an
audilor’s r2port that inclides our opirion. Reasanable assurance is a high level of assurance, but
is not @ guarartee that an audit conducted in accordance with W5as will always detect a material
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misstatement when it exists. Misstaternent can arise from fraud or error and are considered
material if individually or in aggregate, they could reasonably be expected to influence the
scanomic decisions of users takan on the basis of these financial statements.

Report on the Requirements of Companies Act, 2063
We have examined the attached Financial Statements and report that:
1. We have obtained all the information and explanations, which, to the best of aur knowledge
and belief were necessary for the purpese af our audit;

2. In our opinion, proper books of accounts as required by law have bean kept by the Company
5o far as It appears from our examination of such books;

3. Ingurapinion, on the Balance Sheet, Income Statement and Cash Flow Statement dealt with
by this report are in agreement with the boaks of accounts;

4. Ta the best of our :nformation and according to explanaticn given to us and [rom our
axamination of the books of account of the Company necessary for the purpose of gur audit,
we have nat came across cases where the Diractors or any Employzes thereof have acted
contrary to the provisions of |aws relating to accourts or committed any misappropriation
or caused loss ar damage to the Company.

..... Trrmra kR IR

Raju Kumar 5Sibakoti
Partner

IBRH 8 Co.

Chartered Accountants
UDIN: 20080SCA00112PSnlt

Date: 9" August 2020
Place: Kathmandu
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Machhapuchchhre Capital Limited
Lazimpat, Kathmandu
Statement of Financial Position
As at 31 Ashad 2077 (15 July 2020)

Amount in Rs

Particulars Notes "As at 15 July 2020" | " As at 16 July 2019 "
Non-Current Assets
Property plant and equipment 3.7 8,746,757 -
Intangible assets 3.2 578,899 -
Financial assets held at amortized cost 33 7,500,000 -
Trade and other receivables 35 - -
Deferred Tax Assets - -
Total Non-current Assets 16,825,656 -
Current Assets
Financial Assets Held at Amortized Cost 33 180,000,000 180,000,000
Income Tax Receivable 3,265,006 1,352,893
Trade and other receivables 3.5 562,749 3,623,795
Cash and cash equivalents 3.6 18,862,991 23,798,004
Total Current Assets 202,690,746 208,774,692
TOTAL ASSETS 219,516,402 208,774,692
Equity
Share Capital 3.7 200,000,000 200,000,000
Reserves and Surplus 3.8 13,639,107 6,058,803.13
Total Equity 213,639,107 206,058,803
Liabilities
Non Current Liabilities
Loans and Borrowings - -
Employee Benefits 3.9 118,761 -
Deferred Tax Liabilities 34 105,337 -
Other Non-current liabilities 328,215 -
Total Non-Current Liabilities 552,313 -
Current Liabilities
Loans and Borrowings - -
Trade and other payables 3.10 908,779 118,995
Income Tax Liability 3.16 3,194,537 2,596,893
Employee Benefits 39 1,221,666 -
Total Current Liabilities 5,324,982 2,715,889
Total Liabilities 5,877,295 2,715,889
Total Equity and Liabilities 219,516,402 208,774,692

Suresh Regmi
Head-Finance

Tika Bhattarai
Director

Date: 9 August 2020
Place: Kathmandu

Govind Prasad Sharma
Coordinator

Suvash Jamarkattel
Director

Bishwambhar Neupane
Chairman

Kumar Gnawali
Director

As per our report of even date

CA Raju Kumar Sibakoti
Partner

JBRH & Co.
Chartered Accountants
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Statement of Profit & Loss and Other Comprehensive Income
For the year ended 31 Ashad 2077 (15 July 2020)

Amount in Rs

Particulars Notes | "Year ended 15 July2020" | "Year ended 16 july 2019"
Revenue
Revenue from Operation 3.1 638,365 -
Income from Investment 3.12 18,384,280 9,019,287
Other Income 3.13 42,000 -
Total Revenue 19,064,645 9,019,287
Expenses
General and Administrative Expenses 3.14 4,664,401 246,641
Depreciation and Amortization 3.1,3.2 515,469 -
Employee Expenses 3.15 2,889,780 -
Total Expenses 8,069,649 246,641
Profit Before Tax 10,994,996 8,772,647
Income Tax Expense 3.16 3,414,692 2,596,893
Net Profit for the year 7,580,304 6,175,753
Other Comprehensive Income
Available for sale investments - -
Actuarial Gain/Loss on defined benefit plan - -
Tax relating to other comprehensive income - -
Total Other Comprehensive Income - -
Total Comprehensive Income 7,580,304 6,175,753
Earning per share 3.79 3.09
Diluted earning per share 3.79 3.09
Suresh Regmi Govind Prasad Sharma Bishwambhar Neupane As per our report of even date
Head-Finance Coordinator Chairman

CA Raju Kumar Sibakoti

Tika Bhattarai Suvash Jamarkattel Kumar Gnawali Partner
Director Director Director JBRH & Co.

Chartered Accountants
Date: 9 August 2020

Place: Kathmandu
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Statement of Cash Flows
For the year ended 31 Ashad 2077 (15 July 2020)

Amount in Rs

Particulars

"Year ended15 July 2020"

"Year ended 16 July 2019"

Cash Flow From Operating Activities

Net profit before taxation and extra ordinary items 10,994,996 8,772,647
Adjustments for:

Depreciation 477,388 -
Amortization 38,081 -
Cash Flow Before Changes in Working Capital 11,510,465 8,772,647
(Increase)/Decrease in Current Assets

(Increase)/Decrease in Trade and other receivables 3,061,046 (3,623,795)
Increase/(Decrease) in Liabilities

Increase/(Decrease) in Trade and other payables 789,784 2,045
Increase/(Decrease) in Employee Benefit 1,340,427 -
Increase/(Decrease) in other non-current liabilities 328,215 -
Income taxes Paid (4,623,825) (1,352,893)
Net Cash Flows From Operating Activities 12,406,111 3,798,004
Cash Flow From Investing Activities

Acquisition of Property, Plant and Equipment (9,224,145) -
Acquisition of Intangible Assets (616,980) -
Acquisition of Investment/Financial Assets (7,500,000) (180,000,000)
Net Cash Flows From Investing Activities (17,341,125) (180,000,000)
Cash Flow From Financing Activities

Increase/(Decrease) in Share Capital - 200,000,000
Increase/(Decrease) in Long Term Loan - -
Dividend Paid - -
Net Cash Flows From Financing Activities - 200,000,000
Current Year's Cash Flow From All Activities (4,935,014) 23,798,004
Opening Balance of Cash and Bank Balance 23,798,004 -
Closing Balance of Cash and Bank Balance 18,862,991 23,798,004

Govind Prasad Sharma
Coordinator

Suresh Regmi
Head-Finance

Tika Bhattarai
Director

Suvash Jamarkattel
Director

Date: 9 August 2020
Place: Kathmandu

Bishwambhar Neupane
Chairman

Kumar Gnawali
Director

As per our report of even date

CA Raju Kumar Sibakoti
Partner

JBRH & Co.
Chartered Accountants
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Amount in Rs

Particulars Sha.re General Other Retair_1ed Total
Capital Reserve Reserve Earning

Balance at 1 Shrawan 2075 - - - (116,950) (116,950)
Profit for the year 6,175,753 6,175,753
Other Comprehensive Income - - - -

Issue of Share Capital 200,000,000 200,000,000
Dividends to Shareholders - - - - -
Balance at 31 Ashad 2076 200,000,000 - - 6,058,803 | 206,058,803
Restatement - - - -
Restated Balance at 1st Shrawan 200,000,000 - - 6,058,803 | 206,058,803
2076

Profit for the year 7,580,304 7,580,304
Other Comprehensive Income - - - - -
Issue of Share Capital - - - -
Dividends to Shareholders - - - - -
General Reserve 758,030 (758,030) -
CSR Reserve - - 75,803 (75,803) -
Balance at 31st Ashadh 2077 200,000,000 758,030 75,803 12,805,274 | 213,639,107

Suresh Regmi
Head-Finance

Govind Prasad Sharma
Coordinator

Tika Bhattarai

Director Director

Date: 9 August 2020
Place: Kathmandu

Suvash Jamarkattel

Bishwambhar Neupane

Chairman

Kumar Gnawali
Director

As per our report of even date

CA Raju Kumar Sibakoti

Partner

JBRH & Co.

Chartered Accountants
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Machhapuchchhre Capital Limited

Lazimpat, Kathmandu
Notes to the Financial Statements for the Period ended 31st Ashad 2077 (15th July 2020)

1. Corporate Information

Machhapuchchhre Capital Limited is a Limited Liability Company incorporated in Nepal at Office of Company Registrar
(OCR) under Companies Act of Nepal with its registered office at Lazimpat, Kathmandu. The Company is a 100% Owned
Subsidiary of Machhapuchchhre Bank Limited.

The Company has been established with objectives of providing merchant banking services in Nepal. The Company has
obtained merchant banking license from Securities Board of Nepal (SEBON) on 7th Magh 2076 and official inauguration
of company on 23rd Magh 2076.

The Company is engaged in Business of Underwriting of Securities, Portfolio Management and Corporate Advisory
Services Only.

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 opening NFRS Statement of
Financial Position as on 1st Shrawan 2075 being the date of transition to NFRS.

2.1.1. Statement of Compliance

The Financial Statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS). The Financial
Statements were authorized for issue by the Board of Directors on 23rd Shrawan 2077. 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 2076 to 31st Ashadh 2077.

These financial statements for the year ended 31st Ashadh 2077 are the first financial statement prepared under NFRS
Financial Statements for all period up to and including the year ended 31st Ashadh 2076 were prepared in accordance
with Nepal Accounting Standards (previous GAAP) which was used for its statutory purposes before adopting NFRS.
The comparative information presented in these financial statements have been restated in accordance with NFRS
for the effect of transition from previous GAAP to NFRS. Reconciliation to statement of financial position, statement of
comprehensive income has been presented under Note 3.22

2.1.3. Critical Accounting Estimates

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

2% wwwmachbank.com
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2.1.4. Functional and Presentation Currency

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

2.2. 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 are set out in
corresponding notes.

2.2.1. 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.

2.2.2. 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.

2.2.3. 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.

Annual Report 2019/20 9% 3
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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
Wooden furniture 8 years
Metal Furniture 10 years
Vehicles 7 years
Computer and printer 5years
Generator 10 years
Battery 3 years
Other assets 10 years

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

2.2.4. 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.

2.2.5. 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.

2.2.6. Investments

Investments in debt and equity securities

Investments held for trading are classified as current assets and are stated at fair value, with intent and ability to hold
government bonds to maturity, they are stated at amortised 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 recognised directly
in equity if it is a gain. Upon disposal of the item, the gain is transferred to retained earnings. Any loss is recognised in the
income statement.

2.2.7. 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.
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2.2.8. Inventories

Inventories are initially recognised at cost, and subsequently at the lower of cost and net realisable value. Net realisable
value is the estimated selling price in the ordinary course of business, less the variable selling expenses.

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

2.2.9. Cash and cash equivalents
Cash and cash equivalents comprises cash balances, call and current deposits at Bank.

2.2.10. 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 recognised in the income statement.

2.2.11. 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.

2.2.12. 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 recognised at the same time as the liability to
pay the related dividend.

2.2.13. Trade and other payables

Trade and other payables are stated at their cost.

2.2.14.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. 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.

Annual Report 2019/20 2%\
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b. Portfolio Management Fee
Annual Management fee and Performance fee is recognized as revenue when it is due.

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. 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. Service Income

Service income is the DP service income received from Machhapuchchhre Bank Ltd. as per the agreement executed
between Machhapuchchhre Capital Ltd. (MCL) and Machhapuchchhre Bank Ltd. (MBL). As per this agreement, MCL will
execute MBL's DP ID and open Demat accounts of clients. The collected fees on account opening and DP service will be
deposited in an account opened with MBL and MBL will make monthly settlement of such account and net fees after
deducting SEBON and CDSC fees will be received from MBL. This net received amount has been recorded as service
income in the books of account.

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

f. Other Income
Other income are recognized when it is probable that consideration associated with the relevant event is confirmed or
realized.

2.2.15. 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. Property Plant and Equipment

Leased Property

The Company leases the office work space and any leasehold construction are the value of purchases or construction in
this fiscal year. At 31st Ashadh 2077, the net carrying amount of leased assets was Rs 3,026,841.

2¥ % wwwmachbank.com
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The date of capitalization of leased assets and PPE is 9th Chaitra 2076, which is the date of finalization of figures of assets
by the leasehold constructor (the vendor company).

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 with the effect of any
changes in estimate being accounted for as per Note 2.2.5. Following estimate of useful life on each item of intangible
assets is used by management.

Item of Intangible Assets Estimated Useful Life

Software 5years

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

An intangible asset is derecongnised on disposal or when no future economic benefits are expected from use or disposal.
Gain or losses arising from derecognition 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.  Amount in NRs
Following is the details of intangible assets as at the period end.

Particulars Software Total Intangibles

(A) Cost
Opening balance as at 1 Shrawan 2075 - -

Additions during the year - .

Acquired through business Combination - -

Disposal - -
Closing balance as at 31 Ashad 2076 - -
Additions during the year 616,980 616,980
Acquired through business Combination - -

Disposal - -
Closing balance as at 31 Ashad 2077 616,980 616,980
(B) Accumulated Amortization and Impairment

Opening balance as at 1 Shrawan 2075 - -

Additions during the year - .

Acquired through business Combination - -

Disposal - -
Closing balance as at 31 Ashad 2076 - -
Additions during the year 38,081 38,081
Acquired through business Combination - -

Disposal - -
Closing balance as at 31 Ashad 2077 38,081 38,081
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 amortized cost. These financial asset are initially recognized
at fair value including direct and incremental costs and subsequently measured at amortized costs, using the effective
interest method, less any impairment allowances.
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Recognition

The company recognizes financial assets when it becomes the party to contractual provisions of the instrument.
Recognition takes place on the trade date where the purchase or sale of an investment is under a contract whose terms
requires delivery of the investment within the timeframe established by the market concerned.

Derecognition
Financial assets are derecognized when the contractual right to receive cash has expired or the company has transferred
substantially all risks and rewards of ownership.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position if

there is enforceable legal right to offset the recognized amounts and there is an intention to settle on a net basis, or to

realize the asset and settle the liabilities simultaneously.
Following table details the financial instruments included in the statements of financial position are measured at amortised

cost.
Particulars As at 15 July 2020 As at 16 July 2019

Non-current

10.25% KBL Debenture 2086 5,000,000 -
10% Nabil Debenture 2082 2,500,000 -
Sub-total 7,500,000 -
Current

Fixed Deposit with Machhapuchchhre Bank Ltd 180,000,000 180,000,000
Sub-total 180,000,000 180,000,000
Total 187,500,000 180,000,000

Fixed Deposit is held with Machhapuchchhre Bank Ltd. (parent company), the same has been shown in related party
transaction in Note 3.19. Fixed Deposit is held with Bank at 9.6% per annum. The Maturity date of this Fixed Deposit is
January 17,2021.

3.4. Deferred Tax Assets and Liabilities
Deferred Tax is calculated on temporary differences using a tax rate of 30% (as per the Income Tax 2058 B.S.). Deferred
tax is recognized in respect of all tax losses and other temporary differences giving rise to deferred tax assets where the

management believe it is probable that these assets will be recovered.
The movement of Deferred Tax account is as below:

Amount in NPR

As at 15 July 2020 As at 16 July 2019
Deferred tax assets 134,093 -
Deferred tax liabilities 239,430 -
Net deferred tax liability 105,337 -
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Recognised in Recognised in other
FY 2019-20 Opening Balance g comprehensive Closing balance
profit or loss .
income

Gratuity - 19,938 - 19,938
Leave encashment - 15,690 - 15,690
Lease Equilization Reserve - 98,464 - 98,464
Total of deferred tax assets - 134,093 - 134,093
Property, plant and equipment - 239,430 - 239,430
Financial assets held at FVTOCI - - -
Total of deferred tax liability - 239,430 - 239,430
Net deferred tax liability - 105,337 - 105,337
Deferred tax expense/(income) -
recognised in directly in equity
Net Deferred Tax Liability 105,337 - 105,337

3.5. Trade and Other Receivable

Trade Receivables include Lease equalization reserve for operating lease as non-current liabilities and for current liabilities
are amount for interest and other trade receivables. Interest is accrued at the end of each reporting period from the time
of last payment. Prepaid Expenses include amounts for prepaid for the insurance and software expenses. Advance tax
represents TDS receivable and tax deposited by the company.

As at 15 July 2020 As at 16 July 2019

Non-Current

Sub-total - -
Interest receivable 287,568 3,623,795
Prepaid Expenses 28,695 -
Stationery Stock 7,304 -
Advances for rent 121,500 -
Receivable from Parties 117,681

Sub-total 562,749 3,623,795
Total 562,749 3,623,795

3.6. Cash and Cash Equivalents

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 2020 As at 16 July 2019
Cash In Hand - -
Cash at Bank 18,862,991 23,798,004
Total 18,862,991 23,798,004
3.7. Share Capital
As at 15 July 2020 As at 16 July 2019
Particulars Number Amounts (Rs) Number Amounts (Rs)
Authorized
Ordinary Share of Rs 100 each 3,000,000 300,000,000 3,000,000 300,000,000
Issued
Ordinary Share of Rs 100 each 2,000,000 200,000,000 2,000,000 200,000,000
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Paid up
Ordinary Share of Rs 100 each 2,000,000 200,000,000 2,000,000 200,000,000
At the End of the year 2,000,000 200,000,000 2,000,000 200,000,000

3.8. Reserve and Surplus
All accumulated profit less distribution is represented under reserve and surplus. Following is the table of reserve and

surplus.
. General Corpqrate Retained Total Reserve
Particulars Social "
Reserve R g Earning and Surplus
esponsibility

Opening balance as on 16th July 2019 - - 6,058,803 6,058,803
+Acquired through Business Combination - - - -

+Net Profit During the Year 758,030 75,803 6,746,471 7,580,304
-Distribution during the period - - - -

Closing Reserve and Surplus 758,030 75,803 12,805,274 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).

3.9. 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.

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. gratuity and 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.

3.9.1. Gratuity Fund

Particulars As at 15 July 2020 As at 16 July 2019
Opening Liability - -

Less: Gratuity Paid during the year - B
Add: Current Service Cost 66,461 -
Closing Liability 66,461 -
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3.9.2. Accumulated Leave provision

Particulars

As at 15 July 2020

As at 16 July 2019

Opening Liability

Less: Paid during the year

Add: Current Service Cost

52,300

Closing Liability

52,300

3.9.3. Employee Benefit Liability

Particulars

As at 15 July 2020

As at 16 July 2019

Non-Current Liability

Provision for Gratuity 66,461 -
Provision for Leave 52,300 -
Sub-Total 118,761 -
Current Liability

Provision for Employee Bonus 1,221,666 -
Salary Payable - -
Sub-Total 1,221,666 -
Total 1,340,427 -

3.10. Trade and Other Payable

Trade and other payable include amounts payable related to expenditure including creditors payable, TDS payable. These
payables are recognized and carried at fair value of liability. Discounting is made only for material non-current payables.
Current trade and other payables include payable to be paid within 12 months period.

Particulars As at 15 July 2020 As at 16 July 2019
Provision for audit fee 39,550 16,725
TDS payable on service 36,818 2,270
Social Security Tax Payable 1,599 -
Creditors payable (3.10.1) 171,705 100,000
Provision for current year expenses 119,492 -
SEBON Fee Payable 18,900 -
Retention Money 520,716 -
Total 908,779 118,995

3.10.1. Creditors Payable

Particulars As at 15 July 2020 As at 16 July 2019
MAX International 58,493 -
International Electronics Concern 3,690 -
CMS Nepal Pvt. Ltd. 24,928 -
Garud Securities Pvt. Ltd. 63,361 -
Nepal Chamber of Commerce 21,234 -
Machhapuchchhre Bank Ltd - 100,000
Total 171,705 100,000




3.11. Revenue From Operation

Following table summarizes the operating revenue recognized during the period.
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Particulars As at 15 July 2020 As at 16 July 2019
Underwriting Fee 630,000 -
Portfolio Management Fee - -
Service Income 8,365 -
Advisory Income - -
Total 638,365 -

3.12. Income From Investment

Particulars As at 15 July 2020 As at 16 July 2019
Interest income from Bank Deposit 18,093,150 9,019,287
Interest Income from Debenture 291,130 -
Total 18,384,280 9,019,287

3.13. Other Income

Other Income is recognized in the statement of profit or loss after delivery of the service to the extent that it is probable
that the economic benefit will flow to the company and the associated costs incurred or to be incurred can be reliably

measured.
Particulars As at 15 July 2020 As at 16 July 2019
Miscellaneous Income 42,000 -
Total 42,000 -

3.14. General and Administration Expenses

All the general administrative expenses are recognized when the benefit is received by the company.

Particulars As at 15 July 2020 As at 16 July 2019
Advertisement Expense 7,249 52,376
Bank charges 500 -
Board Meeting Allowances 102,000 -
Board meeting Expenses 5,680 -
Branding Expenses 113,000 -
Committee Meeting Allowances 32,000 -
Communication Expenses 211,516 -
Consultancy Fee 95,000 101,700
Corporate Social Responsibility 6,530 -
Electricity Expenses 61,351 -
Fuel Expenses-Generator 4,050 -
Fuel Expenses-Vehicle 20,354 -
Insurance Expenses 14,783 -
Miscellaneous Expenses 2,784 615
Newspaper and Magazine 7,250 -
Office equipment Expenses 33,386 -
office expenses 27,689 -
Office Supplies and Stationery (Printing & Stationery) 19,311 -
Opening Expenses 98,672 -
Outsource staff Expenses 227,372 -
Rate & Tax 3,930 -
Registration & Renewal Expenses 800,000 75,000
Rent Expense 1,813,215 -
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Repair and Maintenance 9,859 -
Sanitation and Cleaning Expenses 220,939 -
SEBON-taxes and fees 18,900 -
Security Guard Expenses 612,170 -
Software Expenses 39,572 -
Statutory Audit Fee and Tax Audit Expenses 39,550 16,950
Telephone Expenses 6,540 -
Water Expenses 9,250 -
Total 4,664,401 246,641
3.15. Employee Expenses
Particulars As at 15 July 2020 As at 16 July 2019
Allowance 508,753 -
Contribution To PF 36,638 -
Fuel 13,957 -
Gratuity Expenses 66,461 -
Lunch 60,486 -
Annual Force Leave Expenses 18,400 -
Provision for leave encashment 52,300 -
Salary 835,453 -
Staff Amenities 21,425 -
Staff Bonus 1,221,666
Training and Development Expense 54,240 -
Total 2,889,780 -

3.16. Income Tax Expense

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 2020 As at 16 July 2019
Current Tax
Current tax provision 3,194,537 2,596,893
Prior year Tax
Prior period tax 114,818 -

Deferred Tax expense (Income)
Current year Deferred tax (note 3.4) 105,337 -
Total Income tax expenses recognised in current year 3,414,692 2,596,893
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3.17. 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 FY 2076/77 FY 2075/76
Up to 1 year 1,620,000 -
1- 5years 7,456,050 -
Above 5 years 9,219,474 -

Lease equalization reserve for this year in operating lease is increased by Rs 328,214.70 while First time implementation
of NFRS to the existing GAAP. This has been presented in Statement in Financial Position as Other Non-current Liabilities.

3.18. 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 than not that 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 United Idi Mardi and RB Hydropower Ltd. for underwriting
of shares of 6,30,000 units of public shares. If these shares are not fully subscribed by public, the further subscription
responsibility lies with the company (Machhapuchchhre Capital Ltd.). If no any of the shares are subscribed by public then,
there is the contingencies of 6,30,000 units shares with each Rs 100 amounting total Rupees 6,30,00,000. Including this, if
the local public of Hydropower area do not subscribe their share, such will be also the liability of the company to subscribe
such shares. The probability of subscription as per the management judgment is 100% subscription by the public.

3.19. 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.

* Board of Directors:

Mr. Bishwambhar Neupane Chairman
Mr. Tika Bhattarai Director
Mr. Suvash Jamarkattel Director
Mr. Kumar Gnawali Director

All the directors are appointed by parent company Machhapuchchhre Bank Ltd. No any independent directors are
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appointed till date of reporting.

* Transaction with Board of Directors

The Board of Directors 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 other directors.
No other benefits or allowances are provided to the board of directors. During the year, Rs 1,02,000 has been paid as
meeting allowances of Board of Directors.

* Key Management Personnel
Govind Prasad Sharma Coordinator

Coordinator has been deputed by the Parent company and entitled to remuneration from the parent company.

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

S.N. Particulars Transaction Nature of Remarks
Amount Transaction
1 Fixed Deposit at MBL 180,000,000 Fixed Deposit
2 Call Deposit at MBL 18,861,991 Bank Deposit
3 Current Deposit at MBL 1,000 Bank Deposit
4 Service income 8,365 DP service | Agreement has been executed to
execute DP service with MBL

3.20. 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 is no material events either adjusting or non-adjusting events for the reporting period end.

3.21. Proposed Dividend
The board of directors through its meeting has proposed dividend of 6.4% (i.e. cash dividend of Rs 1,28,00,000 inclusive
of applicable tax) of paid up capital, subject to approval from Annual General Meeting.

3.22. First Time Adoption of NFRS

These financial statements are first time financial statements of the Company prepared in accordance with NFRS 1 First
time Adoption of NFRS. NERS 1 requires that all NFRS and interpretations that are issued and effective for the first
NFRS financial statements to be applied retrospectively and consistently for all financial years presented. Accordingly,
the Company has prepared financial statements which comply with NFRS for the year ended 31 Ashadh 2077 (15 July
2020), together with the comparative information as at and for the year ended on 31 Ashadh 2076 (16 July 2019) and the
opening NERS Statement of Financial Position as at 1 Shrawan 2075, which is the date of transition to NFRS.

While preparing these NFRS financial statements, the Company has availed certain exemptions and exception in
accordance with NFRS 1 as explained below. The resulting difference between the carrying values of the assets and
liabilities in the financial statements as at the transition date under NFRS and previous GAAP have been recognized
directly in equity or retained earnings. This note explains the adjustments made in previous GAAP Carrying values due to
adoption of NFRS.

A. Exemptions from retrospective application

NFRS 1 allows certain exemptions from retrospective application of certain requirements under NFRS to first time
adopter. The Company has elected 'Deemed Cost' exemption for property, plant and equipment and intangible assets.
The Company elected to measure all its property, plant and equipment and intangible assets at the previous GAAP
carrying value as its deemed costs on the date of transition.
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B. Exceptions to retrospective application
The Company has applied following exceptions to retrospective application of NFRS as mandatorily required under
NFRS 1.

(a) Estimates

On assessment of estimates made under previous GAAP financial statements, management has concluded that there is
no need of revision to estimates as estimates were not errors. Estimates required under NFRS not previously required
under GAAP are made by management of the Company for corresponding reporting dates indicating the condition
existing at such date.

(b) Classification and measurement of financial assets
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.

(c) Transition to NFRS - Reconciliations
The following reconciliations provide quantification of the differences arising from transition from Previous GAAP to NFRS
in accordance with NFRS 1.

1. Recondiliation of Equity as at 1 Shrawan 2075 (17 July 2018)

2. Reconciliation of Equity as at 31 Ashadh 2076 (16 July 2019)

3. Reconciliation of Statement of Comprehensive Income for the year ended 31 Ashadh 2076 (16 July 2019)

Previous GAAP information has been reclassified/ regrouped in accordance with NFRS, wherever necessary based on the
audited financial statements of the Company for the year ended 31 Ashadh 2075 and 31 Ashadh 2076.

The Commercial operation started within current fiscal year after obtaining of Merchant Banking License from SEBON
as on 7th Magh 2076. The operational transaction executed before this date and recorded under previous GAAP has
insignificant or no effect with implementation of NFRS first time.

1. Reconciliation of Equity as at 1 Shrawan 2075 (17 July 2018)

As per NFRS

Particulars As at 1 Shrawan 2075 | Re-measurement (1 Shrawan 2075)

Non-Current Assets

Property Plan and Equipment - - ,

Intangible Assets - - B}

Financial Assets Held at Amortized Cost - -

Deferred Tax Assets - - _

Trade and other receivables - . ,

Total Non-current Assets o - R

Current Assets

Financial Assets Held at Amortized Cost - - -

Income Tax Receivable - _ _

Trade and other receivables - , ,

Cash and cash equivalents - - B}

Total Current Assets 5 - i
TOTAL ASSETS o - -
Equity

Share Capital - - -
Reserves and Surplus (116,950) - (116,950)
Total Equity (116,950) - (116,950)
Liabilities
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Non Current Liabilities

Loans and Borrowings

Employee Benefits

Deferred Tax Liabilities

Other Non-current liabilities

Total Non-Current Liabilities

Current Liabilities

Loans and Borrowings

Trade and other payables 116,950 - 116,950
Income Tax Liability - - -
Employee Benefits - - -
Total Current Liabilities 116,950 - 116,950
Total Liabilities 116,950 - 116,950
Total Equity and Liabilities - - -
2. Reconciliation of Equity as at 31 Ashadh 2076 (16 July 2019)
As per NFRS

Particulars

As at 31 Ashadh 2076

Re-measurement

(31 Ashadh 2076

Non-Current Assets

Property Plan and Equipment

Intangible Assets

Financial Assets Held at Amortized Cost

Deferred Tax Assets

Trade and other receivables

Total Non-current Assets

Current Assets

Financial Assets Held at Amortized Cost 180,000,000 - 180,000,000
Income Tax Receivable 1,352,893 - 1,352,893
Trade and other receivables 3,623,795 - 3,623,795
Cash and cash equivalents 23,798,004 - 23,798,004
Total Current Assets 208,774,692 - 208,774,692
TOTAL ASSETS 208,774,692 - 208,774,692
Equity

Share Capital 200,000,000 - 200,000,000
Reserves and Surplus 6,058,803 - 6,058,803
Total Equity 206,058,803 - 206,058,803
Liabilities

Non-Current Liabilities

Loans and Borrowings

Employee Benefits

Deferred Tax Liabilities

Other Non-current liabilities

Total Non-Current Liabilities

21k <  www.machbank.com




22 3t af¥fes i@t 20W9E /199

Current Liabilities

Loans and Borrowings - - -
Trade and other payables 118,995 - 118,995
Income Tax Liability 2,596,893 - 2,596,893
Employee Benefits - - -
Total Current Liabilities 2,715,889 - 2,715,889
Total Liabilities 2,715,889 - 2,715,889
Total Equity and Liabilities 208,774,692 - 208,774,692

3. Reconciliation of Statement of Comprehensive Income for the year ended 31 Ashadh 2076 (16 July 2019)
Particulars FY 2075/76 | Re-measurement As per NFRS (FY 2075/76)

Revenue

Revenue from Operation - - -

Income from Investment 9,019,287 - 9,019,287
Other Income - - -
Total Revenue 9,019,287 - 9,019,287
Expenses

General and Administrative Expenses 246,641 - 246,641

Depreciation and Amortization - = -

Employee Expenses - - .

Employee Bonus Expenses - - -

Total Expenses 246,641 - 246,641
Profit Before Tax 8,772,647 - 8,772,647
Income Tax Expense 2,596,893 - 2,596,893
Net Profit for the year 6,175,753 - 6,175,753

Other Comprehensive Income

Available for sale investments - - -

Actuarial Gain/Loss on defined benefit plan - - -

Tax relating to other comprehensive income - - =

Total Other Comprehensive Income - - -
Total Comprehensive Income 6,175,753 - 6,175,753
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Chief Compliance Officer Chief Administrative Officer Chief- Corporate and Infrastructure
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Chief Operating Officer Head-Special Asset Management Deputy Chief Special Asset Management
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Head-Information Technology Deputy Chief- Finance & Planning Head-Retail Deposit and Service Excellence
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Head-Reconciliation Head Credit Risk Head-E-banking Operations
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Deputy Head-Law Department
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Dept.
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Head-Central Clearing Department
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Deputy Head- Central Operations
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Information Security Officer
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Deputy Head-Digital Banking
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Province Manager (Province - 2)
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Province Manager (Bagamati Province - A)
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Province Manager (Bagamati Province - B)
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Province Manager (Province - 1)
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(Gandaki Province - B Credit)
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Province Manager (Lumbini Province A)
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Province Manager (Bagamati Province - C)
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Province Manager
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Province Manager
(Gandaki Province - A Cerdit)
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