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REPORT OF THE INDEPENDENT AUDITIORS
TO THE SHAREHOLDERS OF CITIZENS BANK INTERBATIONAL LIMITED

We have audited the accompanying consolidated fi nancial statements of Citizens Bank International Ltd, which comprise the consolidated 
Statements of Financial Position as at Ashad 31, 2074(July 15, 2017),the Consolidated Statements of Comprehensive Income, Consolidated 
Statement of Change in Equity and consolidated Statement of Cash Flow for the year then ended , and a summary of signifi cant Accounting Policies 
and other explanatory notes.
Management’s Responsibility for the fi nancial Statements
Management is responsible for the preparation and fair presentation of these consolidated fi nancial statements in accordance with Nepal Financial 
Reporting Standards. These responsibilities includes: designing, implementation and maintaining internal control relevant to the preparation and 
presentation of fi nancial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies and making accounting estimates that are reasonable in the circumstances.
Auditors Responsibility
Our responsibility is to express an opinion on these consolidated fi nancial statements based on our audit. We conducted our audit in accordance 
with Nepal Standards on auditing. Those Standards required that we comply with ethical requirements and plan and perform the audit to obtain 
reasonable assurance about whether the consolidated fi nancial statements are free of material misstatement.
An audit involves performing procedure to obtain audit evidence about the amounts and disclosures in the fi nancial statements. The procedures 
selected depend on our professional judgment, including the assessment of the risk of material misstatements f the fi nancial statements, whether 
due to fraud or error. In making those risk assessments, we consider internal control relevant to the Bank ‘s preparation and fair presentation of 
the fi nancial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of Bank’s internal control .An audit also includes evaluating the appropriateness of the accounting policies used and 
the reasonableness of accounting estimated made by the management, as well as evaluating the overall presentation of the fi nancial statements.
We believe that the audit evidence we obtained is suffi cient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated fi nancial statements give a true and fair view, in all material respect of the consolidated fi nancial position of Citizen 
Bank International Limited  as at Ashad 31, 2074( July 15, 2017) and its consolidated fi nancial performance , consolidated Statement of Changes 
in Equity and its Consolidated Statement of Cash Flows for the year then ended in accordance with Nepal Financial Reporting Standards and the 
Companies Act , 2063.
Report on Other  Legal  and Regulatory Requirements
On the basis of our examination, we would like to further report that :
I.  We have obtained all the information as and explanations, which were considered necessary for the purpose for our Audit,
II. Financial Statements are in agreement with the books of account maintained by the Bank,
III.  So far as it appears from our examination, books of Accounts are properly maintained in accordance with the prevailing laws,
IV.  So far as it appears from our examination, we have not come across cases where the Board of Directors or any member thereof or any 

representative or any offi ce holder or any employee of the Bank has acted contrary to the provisions of law or caused loss or damage to the 
Bank,

V.  The operations of the Bank were within its jurisdiction,
VI.  The Bank has not acted in a manner to jeopardize the interest and security of the depositors and investors,
VII.  The bank has a centralized core accounting system and details received from branches of the Bank through the statements are independently 

not audited were adequate for the purpose of our audit, and 
VIII. We have not come across any fraudulence in the accounts, so as it appeared our examination of the book of accounts.

           CA. Niranjan Chaudhary
                         Partner
              JK & SS Associates.
           Chartered Accountants
Date: Bhadra1, 2074
Place Narayanhiti Path, Kathmandu

counts.

iranjan Chaudhary
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Citizens Bank International Limited
Consolidated Statement of Financial Position

As on 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Assets

Cash and Cash Equivalents  6,743,419,209  6,141,329,905 

Loans and Advances to Banks  1,625,856,443  1,612,793,878 

Loans and Advances to Customers  46,477,386,610  38,714,822,160 

Investment Securiti es  8,480,277,716  7,529,423,745 

Current Tax Assets  300,791,522   

Property and Equipment  1,692,023,143  1,103,780,826 

Intangible Assets  81,035,307  5,866,752 

Deferred Tax Assets  87,873,011  66,275,084 

Other Assets  2,198,529,073  1,116,167,496 

Total Assets  67,687,192,035  56,290,459,846 

LiabiliƟ es

Resources from Central Bank  33,578,077  2,750,000 

Deposits from Banks  2,501,906,804  3,935,231,858 

Deposits from Customers  51,700,969,190  43,457,713,413 

Debt Securiti es Issued  498,148,814  1,614,031,724 

Provisions  173,627,534  92,088,157 

Deferred Tax Tiabiliti es  285,025    

Other Liabiliti es  1,715,393,447  631,826,064 

Total LiabiliƟ es  56,623,908,890  49,733,641,217 

Equity

Share Capital  6,921,689,662  3,650,639,617 

Retained Earnings  2,288,737,694  1,991,381,560 

Reserves  1,817,981,739  877,936,581 

Total Equity AƩ ributable to Equity Holders  11,028,409,094  6,519,957,758 

Non-Controlling Interest  34,874,051  36,860,871 

Total Equity  11,063,283,145  6,556,818,629 

Total LiabiliƟ es and Equity  67,687,192,035  56,290,459,846 

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer                       Chairman                                        Director                                      Director

       (Bijaya Dhoj Karki)                (Pabitra Kumar Karki)                       (Dr. Chanda Karki)                         (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director                                     Director                                            Director                                          Director                                      Director   

   
                    As per our report of even date

                       CA Niranjan Chaudhary
                           Partner 
Date: Bhadra 1, 2074                     JK & SS Associates
Place: Narayanhiti Path, Kathmandu.                     Chartered Accountants



115

Citizens Bank International Limited
Consolidated Statement of Profi t or Loss

For the year  ended 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073
Interest Income  4,957,953,921  3,348,580,383 
Interest Expense  3,167,144,719  1,824,057,650 
Net Interest Income  1,790,809,202  1,524,522,732 
Fee and Commission Income  498,986,419  118,596,442 
Fee and Commission Expense  37,071,648  10,057,038 
Net Fee and Commission Income  461,914,771  108,539,404 
Net Interest, Fee and Commission Income  2,252,723,973  1,633,062,136 
Net Trading Income  182,492,690  144,242,711 
Net Income on Financial Instruments at FVTPL  11,934,239 
Net Other Operati ng Income  712,267,180  422,193,759 
Total OperaƟ ng Income  3,159,418,082  2,199,498,606 
Net Impairment Loss on Financial Assets  (61,516,994)  1,141,350,316 
Net OperaƟ ng Income  3,097,901,088  3,340,848,922 
OperaƟ ng Expense
Personnel Expenses  610,201,534  467,828,498 
Operati ng Lease Expenses  51,335,100  53,841,512 
Depreciati on and Amorti sati on  95,127,080  75,530,867 
Other Expenses  364,894,742  244,322,360 
Profi t Before Income Tax  1,976,342,632  2,499,325,684 
Income Tax Expense  497,678,786  462,385,873 
Profi t for the Period  1,478,663,846  2,036,939,811 

Other Comprehensive Income, Net of Income Tax
Fair Value Reserve (Investment in Equity Instrument):
Net Change in Fair Value
    Net Amount Transferred to Profi t or Loss
    Net Acturial Gain/Loss on Defi ned Benefi t Plans  28,266,600  13,858,476 
Other Comprehensive Income for the Period, Net of Income Tax  28,266,600  13,858,476 
Total Comprehensive Income for the Period  1,506,930,446  2,050,798,287 

Profi t AƩ ributable to:
Equity Holders of the Bank  1,477,350,665  2,033,181,466 
Non-Controlling Interest  1,313,181  3,758,345 
Profi t for the Period  1,478,663,846  2,036,939,811 
Total Comprehensive Income AƩ ributable to:
Equity Holders of the Bank  1,505,617,265  13,858,476 
Non-Controlling Interest  1,313,181 
Total Comprehensive Income for the Period  1,506,930,446  13,858,476 
Earnings Per Share
Basic Earnings Per Share  27.69  48.79 
Diluted Earnings Per Share  -    -   

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer                       Chairman                                        Director                                      Director

       (Bijaya Dhoj Karki)                (Pabitra Kumar Karki)                       (Dr. Chanda Karki)                         (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director                                     Director                                            Director                                          Director                                      Director   

   

                    As per our report of even date

                       CA Niranjan Chaudhary
                           Partner 
Date: Bhadra 1, 2074                     JK & SS Associates
Place: Narayanhiti Path, Kathmandu.                     Chartered Accountants
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Citizens Bank International Limited
Consolidated Statement of Cash Flows

For the year  ended 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073
CASH FLOWS FROM OPERATING ACTIVITIES
Interest and Commission Receipts  5,007,810,245  3,456,289,305 
Interest and Commission Payments  (3,061,142,477)  (1,780,632,361)
Receipts from Other Operati ng Acti viti es  954,831,401  731,070,244 
Cash Payment to Employees  (649,589,056)  (379,610,950)
Other Overhead Expense  (362,376,517)  (305,006,455)
OperaƟ ng Profi t before Changes in OperaƟ ng Assets and LiabiliƟ es  1,889,533,596  1,722,109,783 
Increase/(Decrease) in OperaƟ ng Assets
Loans and Receivables to Customers and Banks  (7,442,759,455)  (11,393,290,478)
Deposit Held for Regulatory Purpose     
Other Assets  (1,059,629,245)  (344,536,319)

 (8,502,388,700)  (11,737,826,797)
Increase/(Decrease) In OperaƟ ng LiabiliƟ es
Deposit from Customers and Banks  4,623,657,876  11,611,352,204 
Other Borrowings  414,532,067  217,046,010 
Other Liabiliti es  524,153,270  106,715,592 
Net Cash Flow from OperaƟ ng AcƟ viƟ es before Tax Paid  (1,050,511,890)  1,919,396,792 
Income Taxes Paid  (571,062,306)  (437,703,362)
Net Cash Flow from OperaƟ ng AcƟ viƟ es  (1,621,574,196)  1,481,693,430 
CASH FLOW FROM INVESTING ACTIVITIES
Acquisiti on of Investment Securiti es  (831,752,406)  (1,978,295,252)
Proceeds from Sale of Investment Securiti es     
Acquisiti on of Property and Equipment  (297,977,407)  (278,098,979)
Proceeds from the Sale of Property  292,099,484  400,686,414 
Interest Income from Investment Securiti es  122,452,635  123,183,468 
Dividend Income from Investment Securiti es  8,732,467  671,769 
Acquisiti on of Intangible Assets  (74,501,360)
Net Cash used in InvesƟ ng AcƟ viƟ es  (780,946,587)  (1,731,852,580)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Issue of Debt Securiti es     
Repayment of Debt Securiti es     
Proceeds from Issue of Subordinated Liabiliti es     
Proceeds from Right Issue  2,484,810,699  652,405,800 
Share Premium  529,389,691 
Dividends Paid  (26,881,598)  (35,570,147)
Interest Paid  (42,499,998)  (45,304,233)
Net Cash from Financing AcƟ viƟ es  2,944,818,794  571,531,420 
Net Increase (Decrease) In Cash and Cash Equivalents  542,298,011  321,372,270 
Cash and Cash Equivalents at 1 Shrawan 2073  6,141,329,905  5,781,465,976 
Eff ect of Exchange Rate Fluctuati ons on Cash and Cash Equivalents Held  59,791,294  38,491,656 
Cash and Cash Equivalents at 31 Ashadh 2074  6,743,419,210  6,141,329,903 

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer                       Chairman                                        Director                                      Director

       (Bijaya Dhoj Karki)                (Pabitra Kumar Karki)                       (Dr. Chanda Karki)                         (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director                                     Director                                            Director                                          Director                                      Director      

                    As per our report of even date

                       CA Niranjan Chaudhary
                           Partner 
Date: Bhadra 1, 2074                     JK & SS Associates
Place: Narayanhiti Path, Kathmandu.                     Chartered Accountants
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REPORT OF THE INDEPENDENT AUDITORS
TO THE SHAREHOLDERS OF CITIZENS BANK INTERNATIONAL LIMITED

We have audited the accompanying fi nancial statements of Citizens Bank International Ltd, which comprises the statement of Financial Position as 
at Ashad 31, 2074 (July 15, 2017), the statement of comprehensive Income, Statement of Changes in Equity and Statement of Cash Flow Statement 
for the year then ended, and a summary of signifi cant Accounting Policies and other explanatory notes.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these fi nancial statements in accordance with Nepal Financial Reporting 
Standards. These responsibilities include: designing, implementing and maintaining internal control relevant to the preparation and presentation of 
fi nancial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies 
and making accounting estimates that are reasonable in the circumstances.
Auditor’s Responsibility
Our responsibility is to express an opinion on these fi nancial statements based on our audit. We conducted our audit in accordance with Nepal 
Standards on Auditing. Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable 
assurance about whether the fi nancial statements are free of material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fi nancial statements. The procedures 
selected depend on our professional judgment, including the assessment of the risks of material misstatement of the fi nancial statements, whether 
due to fraud or error. In making those risk assessments, we consider the internal control relevant to the Bank’s preparation and fair presentation 
of the fi nancial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of Bank’s internal control. An audit also includes evaluating the appropriateness of the accounting policies used and 
the reasonableness of accounting estimates made by the management as well as evaluating the overall presentation of the fi nancial statements.
We believe that the audit evidence we have obtained is suffi cient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the fi nancial statements give true and fair view, In all material respect of the fi nancial position of Citizens Bank International 
Limited as at Ashad 31, 2074 (July 15, 2017) and its fi nancial performance, Statement of Changes in Equity and its Cash fl ows for the year then 
ended in accordance with Nepal Financial Reporting Standards and the Companies Act, 2063.
Report on Other Legal and Regulatory Requirements
On the basis of our examination, we would like to further report that:
I.  We have obtained all the information and explanations, which were considered necessary for the purpose of our audit,
II. Financial statements are in agreement with the books of account maintained by the Bank,
III.  So far as it appears, from our examination, books of accounts are properly maintained in accordance with the prevailing laws.
IV. So far as it appears from our examination, we have not come across cases where Board Of Directors or any other member thereof or any 

representative or any offi ce holder or any employee of the Bank has acted contrary to the provision of law or caused loss or damage to the 
Bank,

V. The operations of the Bank were within its jurisdiction,
VI. The Bank has not acted in a manner to jeopardize the interest and security of the depositors and investors,
VII. The Bank has a centralized core accounting system and details received from branches of the Bank though the statements are independently 

not audited were adequate for the purpose of our audit, and
VIII. We have not come across any fraudulence in the accounts, so far as it appeared from our examination of the book of accounts.

           CA. Niranjan Chaudhary
                         Partner
              JK & SS Associates.
           Chartered Accountants
Date: Bhadra1, 2074
Place Narayanhiti Path, Kathmandu

book of accounts.

Niranjaaaannnnnn Chaudha
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Citizens Bank International Limited
Statement of Financial Position

As on 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars Annexure 31st Ashadh 2074 31st Ashadh 2073

Assets

Cash and Cash Equivalents 1  6,078,365,521  6,140,642,947 

Loans and Advances to Banks 2  1,625,856,443  1,612,793,878 

Loans and Advances to Customers 3  46,483,553,791  38,714,822,160 

Investment Securiti es 4  8,449,820,208  7,478,036,913 

Current Tax Assets 5  300,791,522  3,160,374 

Property and Equipment 6  1,684,760,738  1,101,980,621 

Intangible Assets 7  80,368,112  5,866,752 

Deferred Tax Assets 5  87,873,011  66,275,084 

Other Assets 8  2,186,452,727  1,110,552,055 

Total Assets  66,977,842,073  56,234,130,784 

LiabiliƟ es

Resources from Central Bank 9  33,578,077  2,750,000 

Deposits from Banks 10  2,501,906,804  1,116,296,010 

Deposits from Customers 11  51,716,674,651  47,393,500,967 

Debt Securiti es Issued 12  498,148,814  497,735,714 

Provisions 13  173,627,534  164,191,243 

Deferred Tax Liabiliti es 5

Other Liabiliti es 14  1,029,301,991  547,537,831 

Total LiabiliƟ es  55,953,237,871  49,722,011,765 

Equity

Share Capital 15  6,921,689,662  3,650,639,616 

Retained Earnings  2,287,070,651  1,985,680,671 

Reserves 16  1,815,843,890  875,798,732 

Total Equity AƩ ributable to Equity Holders  11,024,604,203  6,512,119,019 

Non-Controlling Interest

Total Equity  11,024,604,203  6,512,119,019 

Total LiabiliƟ es and Equity  66,977,842,073  56,234,130,784 

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer Chairman Director Director

       (Bijaya Dhoj Karki) (Pabitra Kumar Karki) (Dr. Chanda Karki)   (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director Director Director Director Director   

         As per our report of even date

            CA Niranjan Chaudhary
               Partner 

Date: Bhadra 1, 2074             JK & SS Associates
Place: Narayanhiti Path, Kathmandu.              Chartered Accountants
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Citizens Bank International Limited
Statement of Profi t or Loss

For the year  ended 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars Annexure 31st Ashadh 2074 31st Ashadh 2073
Interest Income 17  4,960,197,979  3,348,602,911 
Interest Expense 17  3,169,957,746  1,824,080,179 
Net Interest Income  1,790,240,233  1,524,522,732 
Fee and Commission Income 18  468,614,552  364,926,452 
Fee and Commission Expense 18  37,071,648  32,929,272 
Net Fee and Commission Income  431,542,904  331,997,180 
Net Interest, Fee and Commission Income  2,221,783,137  1,856,519,912 
Net Trading Income 19  182,492,690  143,294,226 
Net Income on Financial Instruments at FVTPL 20  22,649,140  34,268,834 
Net Other Operati ng Income 21  721,735,695  121,898,941 
Total OperaƟ ng Income  3,148,660,662  2,155,981,913 
Net Impairment on Financial Assets 22  (61,516,994)  1,141,350,316 
Net OperaƟ ng Income  3,087,143,668  3,297,332,229 
OperaƟ ng Expense
Personnel Expenses 23  603,845,240  466,334,830 
Operati ng Lease Expenses  50,015,100  54,171,513 
Depreciati on and Amorti sati on 6,7  94,176,350  75,378,817 
Other Expenses 24  361,611,191  217,409,685 
Profi t before Income Tax  1,977,495,787  2,484,037,384 
Income Tax Expense 5  496,446,278  458,486,498 
Profi t for the Period  1,481,049,509  2,025,550,886 

Other Comprehensive Income, Net of Income Tax
Fair Value Reserve (Investment in Equity Instrument):
Net Change in Fair Value
Net Amount Transferred to Profi t or Loss
Net Acturial Gain/Loss on Defi ned Benefi t Plans 23  28,266,600  13,858,476 
Other Comprehensive Income for the Period, Net of Income Tax  28,266,600  13,858,476 
Total Comprehensive Income for the Period  1,509,316,109  2,039,409,362 

Profi t AƩ ributable to:
Equity Holders of the Bank  1,481,049,509  2,025,550,886 
Non-Controlling Interest
Profi t for the Period  1,481,049,509  2,025,550,886 
Total Comprehensive Income AƩ ributable to:
Equity Holders of the Bank  1,509,316,109  2,039,409,362 
Non-Controlling Interest
Total Comprehensive Income for the Period  1,509,316,109  2,039,409,362 
Earnings Per Share
Basic Earnings Per Share  27.76  48.61 
Diluted Earnings Per Share -   -   

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer Chairman Director Director

       (Bijaya Dhoj Karki) (Pabitra Kumar Karki) (Dr. Chanda Karki)   (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director Director Director Director Director   

         As per our report of even date

            CA Niranjan Chaudhary
               Partner 

Date: Bhadra 1, 2074             JK & SS Associates
Place: Narayanhiti Path, Kathmandu.              Chartered Accountants
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Citizens Bank International Limited
Statement of Cash Flows

For the year  ended 31st Ashad, 2074 (July 15, 2017)
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073
CASH FLOWS FROM OPERATING ACTIVITIES
Interest and Commission Receipts  4,975,855,878  3,590,345,895 
Interest and Commission Payments  (3,060,626,323)  (1,811,705,218)
Receipts from Other Operati ng Acti viti es  954,831,401  298,790,232 
Cash Payment to Employees  (642,668,376)  (464,077,618)
Other Overhead Expense  (343,457,173)  794,390,301 
OperaƟ ng Profi t before Changes in OperaƟ ng Assets and LiabiliƟ es  1,883,935,407  2,407,743,592 
Increase/(Decrease) in OperaƟ ng Assets
Loans and Receivables to Customers and Banks  (7,442,759,455)  (11,393,290,478)
Other Assets  (1,028,439,419)  (690,780,621)

 (8,471,198,874)  (12,084,071,099)
Increase/(Decrease) in OperaƟ ng LiabiliƟ es
Deposit from Customers and Banks  4,638,807,641  11,611,352,204 
Other Borrowings  414,532,067  217,046,010 
Other Liabiliti es  (181,882,210)  (224,974,750)
Net Cash Flow from OperaƟ ng AcƟ viƟ es before Tax Paid  (1,715,805,969)  1,927,095,957 
Income Taxes Paid  (566,129,198)  (458,486,498)
Net Cash Flow from OperaƟ ng AcƟ viƟ es  (2,281,935,167)  1,468,609,459 
CASH FLOW FROM INVESTING ACTIVITIES
Acquisiti on of Investment Securiti es  (852,681,730)  (1,900,671,030)
Proceeds from Sale of Investment Securiti es     
Acquisiti on of Property and Equipment  (290,897,285)  (276,213,323)
Proceeds from the Sale of Property  292,099,484  400,686,414 
Interest Income from Investment Securiti es  122,452,635  123,183,468 
Dividend Income from Investment Securiti es  8,732,467  671,769 
Acquisiti on of Intangible Assets  (74,501,360)     
Net Cash used in InvesƟ ng AcƟ viƟ es  (794,795,789)  (1,652,342,702)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Issue of Debt Securiti es         
Repayment of Debt Securiti es
Proceeds from Issue of Subordinated Liabiliti es     
Proceeds from Right Issue  2,484,810,699  585,405,800 
Share Premium  529,389,691 
Dividends Paid  (17,038,157)  (35,570,147)
Interest Paid  (42,499,998)  (45,304,233)
Net cash from Financing AcƟ viƟ es  2,954,662,236  504,531,421 
Net Increase (Decrease) in Cash and Cash Equivalents  (122,068,720)  320,798,178 
Cash and Cash Equivalents at 1 Shrawan 2073  6,140,642,947  5,781,353,112 
Eff ect of Exchange Rate Fluctuati ons on Cash and Cash Equivalents held  59,791,294  38,491,656 
Cash and Cash Equivalents at 31 Ashadh 2074  6,078,365,521  6,140,642,947 

(Pramesh Raj Kayastha)             (Ganesh Raj Pokharel)               (Dr. Shankar Prasad Sharma)              (Bal Krishna Prasai)              (Prakash Chandra Mainali)
      Chief Finance Offi cer        Acting Chief Executive Offi cer                       Chairman                                        Director                                      Director

       (Bijaya Dhoj Karki)                (Pabitra Kumar Karki)                       (Dr. Chanda Karki)                         (Chandra Tandan)               (Avanindra Kumar Shrestha)
 Director                                     Director                                            Director                                          Director                                      Director      

                    As per our report of even date

                       CA Niranjan Chaudhary
                           Partner 
Date: Bhadra 1, 2074                     JK & SS Associates
Place: Narayanhiti Path, Kathmandu.                     Chartered Accountants
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Citizens Bank International Limited
Annexures to the Financial Statements

As on 31st Ashad, 2074 (July 15, 2017)

Annexure 1: Cash and cash equivalents
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Cash on Hand  2,033,095,847  1,884,360,876 

Balance with Central Bank (Nepal Rastra Bank)  2,842,478,220  3,149,515,238 

Cash and Balances with Other Banks  1,050,736,892  859,317,987 

Money Market Placements  152,054,562  247,448,846 

Total  6,078,365,521  6,140,642,947 

* The Bank is required to maintain cash balance for 2 weeks in the account with Nepal Rastra Bank as cash reserve ratio (CRR)
which should be equivalent to 6% of an average weekly local currency deposit balance of immediately preceding one week. The
balance in Nepal Rastra Bank should be at least 70% of average balance cash reserve ratio to be maintained by the Bank.

Annexure 2: Loans and Advances to Banks
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Loans and Advances to Banks  1,625,856,443  1,612,793,878 

Less Specifi c Allowances for Impairment

Total  1,625,856,443  1,612,793,878 

Specifi c Allowances for Impairment

Balance at 1 Shrawan

Impairment Loss for the Year:

     Charge for the Year

     Reversal during the Year

Balance at 31 Ashadh

Annexure 3: Loans and Advances to Customers
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Loans and Advances to Customers at Fair Value through Profi t or Loss

Loans and Advances to Customers  46,816,130,467  38,953,027,616 

Less: Impairment Allowances

         Collecti ve Impairment  199,206,946  154,581,701 

         Individual Impairment  133,369,730  83,623,755 

Total  46,483,553,791  38,714,822,160 
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Allowances for Impairment
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Specifi c Allowances for Impairment

Balance at 1 Shrawan  83,623,755 

Impairment Loss for the Year:

     Charge for the Year  49,745,975 

     Recoveries

     Write-Off s

Balance at 31 Ashadh  133,369,730  83,623,755 

CollecƟ ve Allowances for Impairment

Balance at 1 Shrawan  154,581,701 

Impairment Loss for the Year:  44,625,245 

Balance at 31 Ashadh  199,206,946  154,581,701 

Total Allowances for Impairment  332,576,676  238,205,456 

Annexure 4: Investment Securities
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Investment Securiti es Designated as at FVTPL  51,442,831  6,079,628 

Investment Securiti es Measured at Amorti zed Cost  8,295,209,876  7,371,235,785 

Investment in Equity Measure at FVTOCI  103,167,501  100,721,500 

Total  8,449,820,208  7,478,036,913 

Investment Securities Designated at Fair Value through Profi t or Loss

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Debt Securiti es   

Equiti es  51,442,831  6,079,628 

Government Bonds   

Government Treasury Bills    

Total  51,442,831  6,079,628 

Investment Securities Measured at Amortized Cost
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073
Debt Securiti es     

Government Bonds  6,427,425,000  3,970,200,000 

Government Treasury Bills  307,750,980  1,343,461,611 
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Nepal Rastra Bank Bonds  1,081,025,000 

Nepal Rastra Bank Deposits Instruments    

Other Investments  1,560,033,896  976,549,174 

Less Specifi c Allowances for Impairment    

Total  8,295,209,876  7,371,235,785 

Investment in Equity Measured at FVTOCI
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073
Equity Instruments

     Quoted Equity Securiti es         

     Unquoted Equity Securiti es  103,167,501  100,721,500 

Less Specifi c Allowances for Impairment    

Total  103,167,501  100,721,500 

Annexure 5: Income Taxes

Current tax expenses and deferred taxes have been calculated on profi ts based on Financial Statements prepared as per NRB Directives 
and applicable provisions of the Income Tax Act, 2058. Financial Statements prepared as per NFRS has not been considered for tax 
purpose.        

Current Tax Liability Reconciliation

 ParƟ culars NPR Current Year NPR

Profi t Before Tax as per SOPL 1,977,495,787

NFRS Adjustment (399,387,960)

Profi t Before Tax as per Regulatory Report 1,578,107,827

Income Tax @30% 473,432,348

Adjustments
Increase in tax liability due to less expense allowable than expense incurred
Capital Items Costi ng upto Rs 5,000 Writt en Off 1,117,966

Unabsorbed Repairs and Maintenance 2,473,539

Staff  Bonus pertaining to Final Dividend 793,861

Loan Writt en Off 105,936,458

Depreciati on & Amorti zati on 101,036,326

Other Expenses 6,551,431

Total 217,909,581 65,372,874

Decrease in tax liability as the incomes are not taxable or more allowable 
than reported
Gratuity & Leave Expense Provision 49,382,750

Provision Expenses on Non- Banking Assets and Loan 776,138,255

Profi t on Sale of Fixed Asset 3,006,078

Dividend Income 8,732,467

Recovery of Loan Writt en Off 25,581,626

Carried Forward Unabsorbed Losses of NHMFL, PEFIL and Premier Finance 48,717,311

Total 911,558,487 273,467,546
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Income Tax Prior to Adjustment 265,337,676

Interest U/S 118

Prior Period TaxaƟ on

Deferred Tax Adjustment 231,108,602

Total Income Tax Expenses 496,446,278

Current Tax Assets
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Current Tax Assets

Current Income Tax Assets 571,345,982  467,987,395 

Adjustment Recognised in Current Year for Current Tax of Prior Periods

571,345,982  467,987,395 

Current Tax LiabiliƟ es

Current Income Tax Liabiliti es 270,554,460  464,827,021 

Adjustment Recognised in Current Year for Current Tax of Prior Periods

270,554,460  464,827,021 

Total 300,791,522  3,160,374 

Deferred Tax Assets and Liabilities
Amount in NPR

 Recognised Deferred Tax Assets and 
LiabiliƟ es

31st Ashadh 2074 31st Ashadh 2073

 Assets LiabiliƟ es Net  Assets  LiabiliƟ es Net

Property and Equipment, and Soft ware 10,135,469 10,135,469 14,157,512 14,157,512

Investment in Equity Measure at FVTOCI

Defi ned Benefi ts Obligati ons 1,240,189 1,240,189 24,534,995 24,534,995

Allowances for Non- Banking Assets 188,660,139 188,660,139

Tax Loss Carry-Forwards 76,497,353 76,497,353 91,207,977 91,207,977

Impairment Allowances 466,045 466,045

Net Tax Assets (LiabiliƟ es) 87,873,011 87,873,011 319,026,668 319,026,668

* Previous year deferred tax assets includes deferred tax assets carried forward from aquired institution Premier Finance Limited.

Annexure 6: Property, Plant and Equipment
Amount in NPR

ParƟ culars Land Building Computer  
Equipment Vehicles Machinery 

Equipment
Furniture & 

Fixture
Offi  ce 

Equipment

Total

31st Ashadh 
2074

31st Ashadh 
2073

Cost

Balance as on 1st Shrawan 
2073

581,388,007 99,601,061 92,182,383 63,123,818 100,794,446 165,115,355 1,102,205,070 1,161,823,274

Additi on during the Year

     Acquisiti on 364,250,000 16,194,108 1,857,984 3,328,600 595,239 6,647,908 392,873,840

     Capitalizati on 122,513,676 227,004,538 21,666,771 12,669,000 47,474,138 62,626,061 493,954,184 123,378,264
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Disposal during the year (3,498,668) (5,139,303) (1,599,998) (6,384,919) (16,622,887) (4,597,115)

Revaluati on

Transfer/Adjustment

Balance as on 31st Ashadh 
2074

1,068,151,683 342,799,707 112,208,470 73,982,115 147,263,825 228,004,408 1,972,410,209 1,280,604,422

Accumulated DepreciaƟ on

Balance as on 1st Shrawan 
2073

11,933,528 66,853,194 19,999,513 71,603,023 105,504,484 275,893,742 311,952,110

Balance from Acquisiti on 1,880,763 1,468,780 2,430,346 474,861 4,743,051 10,997,802

Charge for the Year 13,281,884 12,642,304 9,427,214 13,163,426 27,203,016 75,717,843 72,117,392

Disposal during the year (3,459,115) (4,683,483) (1,312,122) (6,330,108) (15,784,828) (4,377,664)

Revaluati on

Balance as on 31st Ashadh 
2073

27,096,174 77,505,165 27,173,591 83,929,151 131,120,441 346,824,522 379,691,838

Capital Work in Progress 59,175,052 59,175,052 201,069,141

Net Book Value as on 31st 
Ashadh 2074

1,068,151,683 374,878,585 34,703,306 46,808,524 63,334,674 96,883,967 1,684,760,738

Net Book Value as on 31st 
Ashadh 2073

581,388,007 87,667,533 25,356,781 43,124,305 74,600,110 29,191,431 59,584,401 1,101,980,621

Annexure 7: Intangible Assets
Amount in NPR

ParƟ culars Goodwill SoŌ ware Leasehold 
Assets

Total

31st Ashadh 
2074

31st Ashadh 
2073

Cost

Balance as on 1st Shrawan 2073  29,049,717  178,399,349  207,449,066  24,066,474 

Additi on during the Year

     Acquisiti on  4,849,082  4,849,082 

     Capitalizati on  5,542,853  11,639,892  17,182,745  4,983,244 

Disposal during the year  (30,580,048)  (30,580,048)

Revaluati on

Transfer/Adjustment

Balance as on 31st Ashadh 2074  34,592,570  164,308,274  198,900,845  29,049,717 

Accumulated DepreciaƟ on

Balance as on 1st Shrawan 2073  23,182,965  107,471,251  130,654,216  19,921,539 

Charge for the Year  3,343,116  15,115,391  18,458,507  3,261,426 

Disposal during the year  (30,579,991)  (30,579,991)

Revaluati on

Balance as on 31st Ashadh 2074  26,526,081  92,006,652  118,532,733  23,182,965 

Capital Work in Progress

Net Book Value as on 31st Ashadh 2074  8,066,489  72,301,623  80,368,112 

Net Book Value as on 31st Ashadh 2073  5,866,752 
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Annexure 8: Other Assets
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Assets held for Sale  519,992,896  422,491,591 

Investment Property -   

Accounts Receivable  992,663,314  231,380,878 

Interest Receivable  230,107,447  116,344,391 

Less: Impairment  (14,309,446)  (7,664,991)

Accrued Income

Prepayments and Deposit  24,468,537  38,968,544 

Income Tax Deposit  18,769,113  7,623,483 

Staff  Loans and Receivables  227,253,592  103,832,015 

Deff erred Staff  Expenses  181,183,252  181,652,621 

Other  6,324,022  15,923,524 

Total  2,186,452,727  1,110,552,055 

Annexure 9: Resources from Central Bank

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Refi nance Loan from NRB  33,578,077  2,750,000 

Liabiliti es in Respect of Securiti es Sold under Repurchase Agreement

Standing Liquidity Facility

Total  33,578,077  2,750,000 

Annexure 10: Deposits from Banks

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Money Market Deposits

Interbank Borrowing  1,500,000,000  1,116,296,010 

Other Deposits from Banks  1,001,906,804 

Items in the Course of Collecti on

Total  2,501,906,804  1,116,296,010 

Annexure 11: Deposits from Customers

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Saving Account  10,623,211,411  9,684,567,019 

Current Account  1,444,146,710  1,369,295,849 

Call Account  4,563,887,283  10,097,587,472 

Fixed Deposit Account  34,822,495,372  25,939,304,541 
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Margin Deposit Account  262,933,875  302,746,086 

Other Account    

Total  51,716,674,651  47,393,500,967 

Annexure 12: Debt Securities Issued

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Debt Securiti es Issued Designated at Fair Value through Profi t or Loss

Debt Securiti es Issued at Amorti sed Cost  498,148,814  497,735,714 

Total  498,148,814  497,735,714 

Annexure 13: Provisions

Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Provisions for Redundancy

Provision for Restructuring

Pending Legal Issues and Tax Liti gati on

Credit Commitments and Guarantees

Onerous Contracts

Staff  Bonus  157,810,783  153,886,400 

Other  15,816,751  10,304,843 

Total  173,627,534  164,191,243 

Annexure 14: Other Liabilities
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Recognised Liability for Defi ned Benefi t Obligati ons  4,133,964  81,783,314 

Liability for Long-Service Leave  -   

Short-Term Employee Benefi ts  132,715  6,276 

Financial Guarantee Contracts Issued  -   

Creditors and Accruals  758,725,668  257,638,389 

Interest Payable on Deposit  92,617,474  28,279,063 

Interest Payable on Borrowing  13,609,914  11,530,000 

Unearned Income  26,142,457  20,164,728 

Unpaid Dividend  58,203,937  46,601,094 

Branch Adjustment Account       

Manager's Cheque  3,084,850  78,831,715 

Audit Fees Payable  1,186,500  1,186,500 

Good for payment Cheque  63,960,924  14,450,000 

Lease Liability  7,503,588  7,066,752 

Other

Total  1,029,301,991  547,537,831 
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Annexure 15: Share Capital
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Ordinary Shares  6,921,689,662 3,650,639,616

Irredemable Preference Shares

Perpetual Debt

Share Premium

Total  6,921,689,662 3,650,639,616

Ordinary Shares 31st Ashadh 2074 31st Ashadh 2073

Authorized Capital  10,000,000,000  10,000,000,000 

100,000,000 Ordinary Shares of Rs 100 each

Issued, Subscribed and Paid Up Capital  6,921,689,662  3,650,639,616 

69,216,896.62 Ordinary Share of Rs. 100 each

Annexure 16: Reserves
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Statutory Reserve

General Reserve  912,209,357  695,877,047 

Exchange Equalisati on Reserve  33,055,535  18,107,711 

Investment Adjustment Reserve  85,276,000  17,616,000 

Capital  Redempti on Reserve  200,000,000  100,000,000 
Share Premium  532,361,307  2,971,617 
Corporate Social Responsibilty Fund  10,816,615 
Non Statutory Reserve
Capital Reserve
Assets Revaluati on Reserve
Fair Value Reserve
Dividend Equalisati on Reserve
Remeasurement Gain/ Loss  42,125,076  13,858,476 
Special Reserve  27,367,881 
Other Reserve
Total  1,815,843,890  875,798,732 

Annexure 17: Net Interest Income
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Interest Income

Cash and Cash Equivalents  4,487,309  307,248 

Loans and Advances to Banks  104,236,277  14,309,920 

Loans and Advances to Customers  4,632,276,885  3,164,953,331 

Investment Securiti es  194,539,513  141,315,450 



131

Staff  Interest Income  15,234,128  21,541,247 

Other  9,423,867  6,175,716 

Total Interest Income  4,960,197,979  3,348,602,911 

Interest Expense

Deposits from Banks  75,465,362 

Deposits from Customers  2,996,465,437  1,758,502,367 

Interbank Borrowing  45,533,834  20,859,760 

NRB Borrowing  1,714,729  1,843,481 

Debt Securiti es Issued  42,913,098  42,874,571 

Subordinated Liabiliti es    

Other  7,865,286    

Total Interest Expense  3,169,957,746  1,824,080,179 

Net Interest Income  1,790,240,233  1,524,522,732 

Annexure 18: Net Fees and Commission
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Fees and Commission Income

Commission of Bills Purchased and Discounted  863,362  1,736,359 

Commission on Isssue Lett ers of Credit  29,877,932  20,926,548 

Commission on Issue of Guarantees  30,106,411  23,840,175 

Loan Documentati on Fee  1,311,500  41,000 

Loan Proccessing Fee  211,792,518  182,849,886 

Management Fee  17,040,684  14,464,998 

Loan Renewal Fees  22,734,278  14,734,733 

SMS Banking Fee  7,907,450  5,335,581 

Remitt ance Fees  23,471,426  18,349,089 

ATM Commission  29,407,964  26,601,285 

Demat Fees  3,623,018   

ASBA Commission  1,011,088   

Other Fees of Loan- CIC  6,244,300  5,350,644 

Other Fees -Trade Operati on  7,574,855  2,738,003 

Other Fees  and Commission  75,647,766  47,958,151 

Total Fees and Commission Income  468,614,552  364,926,452 

Fees and Commission Expense

Other Commissions of Loan- CIC  5,755,020  5,205,240 

Interbank Transacti on Fee   

Commission and Discount- BLB  973,856  846,491 

ATM Expenses  20,964,130  19,201,020 

Other Fees and Commissions  9,378,642  7,676,520 

Total Fees and Commission Expense  37,071,648  32,929,272 

Net Fees and Commission Income  431,542,904  331,997,180 
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Annexure 19: Net Trading Income
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Foreign Exchange Translati on Gain/ (Losses)  59,791,294  38,491,656 

Gain on Foreign Exchange Trading Transacti ons  122,701,396  104,802,570 

Other

Total  182,492,690  143,294,226 

Annexure 20: Net Income on Financial Instruments at FVTPL
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Net Changes in Fair Value of Instruments at FVTPL  7,165,931 

Gain on Disposal of the Instruments  6,750,742  33,597,065 

Interest Income on the Instruments   

Dividend Income on Instruments  8,732,467  671,769 

Other   

Total  22,649,140  34,268,834 

Annexure 21: Other Operating Income
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Gain on Sale of Property and Equipment  6,209,575  90,440,420 

Gain on Sale of Investment Property    

Recovery of Loan Writt en Off  25,581,626  6,712,100 

Operati ng Lease Income  10,198,781  4,982,778 

Gain on Sale of Gold  9,527,172  8,597,259 

Gain on Bargain Purchase  669,003,840 

Other  1,214,702  11,166,383 

Total  721,735,695  121,898,941 

Annexure 22: Net Impairment on Financial Assets
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Impairment Charge for the Year on:

Loan and Advances to Banks

Loan and Advances to Customers  54,872,539 

Investment in Equity Measured at FVTOCI

Other Financial Assets Measured at Amorti sed Cost  6,644,455 

Impairment for the Year  61,516,994  677,609,819 

Impairment Reversed during the Year on:

Loan and Advances to Banks
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Loan and Advances to Customers

Investment in Equity Measured at FVTOCI

Other Financial Assets Measured at Amorti sed Cost

Reversal during the Year  1,818,960,135 

Net Impairment for the Year  (61,516,994)  1,141,350,316 

Annexure 23: Personnel Expenses
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Wages and Salaries  340,731,798  234,227,992 

Contributi ons to Defi ned Contributi on Plans  15,058,369  9,087,405 

Increase in Liability for Defi ned Benefi t Plans  39,208,234  45,795,840 

Staff  Welfare Expense  34,865,286  13,965,325 

Training  9,246,743  4,666,202 

Other Expenses related ot Staff  415,235  425,786 

Staff  Bonus  157,810,783  153,886,400 

Finance Expense-NFRS  6,508,792  4,279,880 

Total  603,845,240  466,334,830 

Defi ned Benefi t Obligations

The amounts recognised in the statement of fi nancial position are as follows:
Amount in NPR

ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Present Value of Unfunded Obligati ons  25,855,803  32,449,476 

Present Value of Funded Obligati ons  38,738,060  36,624,279 

Total Present Value of ObligaƟ ons  38,738,060  36,624,279  25,855,803  32,449,476 

Fair Value of Plan Assets  34,604,096  36,624,279 

Present Value of Net ObligaƟ ons  4,133,964  25,855,803  32,449,476 

Recognised Liability for Defi ned Benefi t 
ObligaƟ ons

 38,738,060  36,624,279  25,855,803  32,449,476 

Movement in the Present Value of Defi ned Benefi t Obligations
Amount in NPR

ParƟ culars
31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Defi ned Benefi t Obligati ons at 1 Shrawan  31,783,372  49,999,942  25,855,803  32,449,476 

Actuarial Losses/(Gains)  (3,985,502)  (24,281,098)  (5,796,873)  (8,061,603)

Benefi ts Paid  (3,012,631)  (14,349,978)  (715,026)  (7,744,303)

Current Service Costs and Interest  13,952,821  25,255,413  12,439,468  33,356,372 

Defi ned Benefi t ObligaƟ ons at 31 Ashadh  38,738,060  36,624,279  31,783,372  49,999,942 
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Plan Assets Composition
Amount in NPR

ParƟ culars
31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Equity Securiti es

Government Bonds

Bank Deposit

Total

Movement in the Fair Value of Plan Assets
Amount in NPR

ParƟ culars
31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Fair Value of Plan Assets at 1 Shrawan

Contributi ons Paid into the Plan 34,604,096 36,624,279

Benefi ts Paid by the Plan

Actuarial (Losses) Gains

Expected Return on Plan Assets

Fair Value of Plan Assets at 31 Ashadh 34,604,096 36,624,279

Expenses Recognised in Profi t or Loss
Amount in NPR

ParƟ culars
31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Current Service Costs  11,417,117  21,266,376  9,655,978  23,016,111 

Interest on Obligati on  2,535,704  3,989,037  2,068,464  2,595,958 

Expected Return on Plan Assets

Total  13,952,821  25,255,413  11,724,442  25,612,069 

Actuarial Assumptions
Amount in NPR

ParƟ culars
31st Ashadh 2074 31st Ashadh 2073

Gratuity Plan Leave Encashment Plan Gratuity Plan Leave Encashment Plan

Discount Rate 8.00% 8.00% 8.00% 8.00%

Expected Return on Plan Asset 4.75% 4.75%

Future Salary Increase

     Basic Salary Increment every Year 5.00% 5.00% 5.00% 5.00%

     Executi ve Salary Increment every 2 Years 5.00% 5.00% 10.00% 10.00%

     Offi  cer Level Salary Increment every 2 
     Years

5.00% 5.00% 15.00% 15.00%
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     Assistant Level Salary Increment every 
     2 Years

5.00% 5.00% 20.00% 20.00%

Withdrawal rate 10.50% 10.50% 10.50% 10.50%

Annexure 24: Other Operating Expense
Amount in NPR

 ParƟ culars 31st Ashadh 2074 31st Ashadh 2073

Directors' Emoluments  3,295,000  2,440,000 

Auditors' Remunerati on  1,186,500  1,186,500 

Non-Audit Fees to Auditors  757,342  449,232 

Professional and Legal Expense  4,963,539  1,254,950 

Offi  ce Administrati on and Establishment Expenses  186,547,401  178,020,408 

Other Operati ng and Overhead Expenses  52,365,508  32,999,129 

Corporate Social Responsibility  6,559,443  1,059,466 

Onerous Lease Provisions

Other Expenses  105,936,458 

Total  361,611,191  217,409,685 
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Citizens Bank International Limited
Signifi cant Accounting Policies and Notes to the Accounts

As on 31st Ashad, 2074 (July 15, 2017)

1. Reporting Entity
Citizens Bank International Limited (‘the Bank' or ‘CBIL’) is a public company incorporated under the Companies
Act, 2063 and licensed by Nepal Rastra Bank to conduct Banking transaction as a “A” Class Commercial Bank under
the Bank and Financial Institution Act, 2073. The Bank has its Corporate Offi ce at Narayanhiti Path, Durbarmarg,
Kathmandu. The Bank received the license to commence Banking operations on April 20, 2007 (Baisakh 7, 2064).
The Bank’s Equity Shares are listed in Nepal Stock Exchange. The principal activities of the Bank is to provide all
commercial banking services including agency services, trade fi nance services, e-commerce services and trading of
gold and silver, etc. to its customers through head offi ce, branches, branchless banking units and ATMs.
The Bank acquired two “C” class fi nancial institutions Nepal Housing & Merchant Finance Limited and People's
Finance Limited during the fi scal year 2072/73. The Bank started consolidated banking transaction from April 8,
2015 (Baisakh 25,2072). During the current year, the Bank has also acquired Premier Finance Limited and started
the consolidated transaction from July 17, 2016 (Shrawan 2, 2073).
Subsidiary
CBIL Capital Limited (the Subsidiary) is the subsidiary company of the Bank. It was incorporated on Janaury 30,
2006 (Magh 17, 2062) as public company under the Companies Act, 2063. The Bank made an equity investment
in CBIL Capital on March 13, 2016 (Falgun 30, 2072). The principal activities of the Subsidiary are to provide
Merchant Banking Services. The Bank as on date holds 67% controlling interest in the Subsidiary.
The Bank and the Subsidiary are collectively referred to as “the Group”.
Principal Activities:
The principal activities of the Bank during the year is commercial banking, personal banking, development fi nancing,
mortgage fi nancing, lease fi nancing, corporate fi nancing, credit card facilities, foreign currency operations,
e-Banking and other fi nancial services. The principal activity of the subsidiary company is to provide merchant
banking services.

2. Reporting Period
Reporting Period is a period from the fi rst day of Shrawan (mid July) of any year to the last day of Ashad (mid July)
of the next year as per Nepali calendar.

Nepali Calendar English Calendar

Current Year 2073/74 2016/17

Previous Year 2072/73 2015/16

Current Year Period 1st Shrawan  2073 to 
31st Ashadh 2074

16th July 2016 to 
15th July 2017

Previous Year Period 1st Shrawan  2072 to 
31st Ashadh 2073

16th July 2015 to  
15th July 2016

3. Basis of Preparation
The fi nancial statements of the Bank have been prepared on accrual basis of accounting except the Cash fl ow
information which is prepared, on a cash basis, using the indirect method. The interest income is recognized on
effective interest rate method.
The fi nancial statements comprise the Statement of Financial Position, Statement of Profi t or Loss and Statement
of Other Comprehensive Income shown in a single statement, the Statement of Changes in Equity, the Statement of
Cash Flows and the Notes to the Accounts. The signifi cant accounting policies applied in the preparation of fi nancial
statements are set out below in point number 4. These policies are consistently applied to all the years presented,
except for the changes in accounting policies disclosed specifi cally.
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3.1. Basis of Statement of Compliance
 The fi nancial statements have been prepared in accordance with Nepal Financial Reporting Standards and Generally 

Accepted Accounting Principles in the Banking industry in Nepal. The deviations, if any, from NFRS are disclosed 
wherever applicable. 
The Board of Directors of the Bank authorized the fi nancial statement on Bhadra 1, 2074 for issue.

3.2. New Reporting Standards issued but Not Effective
For the reporting of fi nancial instruments, NAS 32 Financial Instruments, Presentation, NAS 39 Financial Instruments 
Recognition and Measurements and NFRS 7 Financial Instruments – Disclosures have been applied.
NFRS-9 has been complied for the classifi cation of Financial Instruments.
A number of new standards and amendments to the existing standards and interpretations have been issued by 
IASB after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB Nepal 
incorporates them within NFRS.

3.3. Basis of Measurement
 The fi nancial statements have been prepared on historical cost basis except for following material items in the 

statement of fi nancial position:
● Financial assets other than measured at amortized cost are measured at fair value.
● Non-derivative fi nancial instruments at fair value through profi t or loss are measured at fair value.
● Derivative fi nancial instruments are measured at fair value.
● Inventories are measured at cost or net realizable value whichever is lower.
● Net defi ned benefi t liabilities are measured at Present Value of Defi ned Benefi ts Obligation less the Net of Total

Plan Assets.
3.4. Distinction of Current and Non-Current
 Assets

All the assets except the property, plant and equipments and deferred tax assets are classifi ed as current assets unless 
specifi c additional disclosure is made in the notes. 

 Liabilities
All the liabilities except the defi ned benefi t plan obligations are classifi ed as current liabilities unless specifi c 
additional disclosure is made in the notes. 

3.5. Functional and Presentation Currency
 The fi nancial statements are presented in Nepalese Rupee, which is the Bank's functional currency. The fi gures are 

rounded to nearest integer, except otherwise indicated.
3.6. Use of Estimates and Discounting

The preparation of fi nancial statements requires the management to make estimates and assumptions that are 
considered while reporting amounts of assets and liabilities (including contingent assets and  liabilities) as of the 
date of the fi nancial statements. Management believes that the estimates used in the preparation of the fi nancial 
statements are prudent and reasonable. Future results could differ from these estimates. Estimates and underlying 
assumptions are reviewed on an ongoing basis. Any revision to accounting estimates is recognized prospectively in 
current and future periods.
Information about assumptions and estimation that have a signifi cant risk of resulting in a material adjustment 
within the next fi nancial year are:
● Key assumptions used in discounted cash fl ow projections.
● Measurement of defi ned benefi t obligations.
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 ● Provisions, commitments and contingencies.
 ● Determination of net realizable value.
 ● Determination of useful life of the property, plants and equipment.
 ● Assessment of the Bank’s ability to continue as going concern.
 ● Determination of fair value of fi nancial instruments; and property and equipment.
 ● Impairment of fi nancial and non-fi nancial assets.
 ● Assessment of current as well as deferred tax.

 Non- current assets and liabilities are discounted where discounting is material.
3.7. Materiality and Aggregation
 In compliance with NFRS 1 - Presentation of Financial Statements, each material class of similar items is presented 

separately in the fi nancial Statements. Items of dissimilar nature or functions are presented separately unless they 
are material.

3.8. Changes in Accounting Policies
 The Bank applied its accounting policies consistently from year to year except as mentioned in Note 5.16.
4. Signifi cant Accounting Policies
 The principal accounting policies applied by the Bank in the preparation of these fi nancial statements are presented 

below. These policies have been consistently applied to all the years presented unless stated otherwise.
4.1. Basis of Consolidation
 The Group’s Financial Statements comprise consolidation of the Financial Statements of the Bank and its subsidiary 

in terms of the NFRS 10 – Consolidated Financial Statements. 
4.1.1. Subsidiary
 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.

 The Consolidated Financial Statements are prepared for the common fi nancial year end. There are no signifi cant 
restrictions on the ability of subsidiaries to transfer funds to the parent in the form of cash dividends or to repay 
loans and advances. The only subsidiary of the Bank has been incorporated in Nepal.

4.1.2. Business Combination
 Business combinations are accounted for using the acquisition method. As of the acquisition date, the amount of 

non-controlling interest is measured either at fair value or at the non-controlling interest’s proportionate share of 
the acquirer’s identifi able net assets. Acquisition related costs are expensed in the periods in which the costs are 
incurred and the services are received.

 The Group 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 identifi able net assets, at the acquisition date. Transaction 
costs, other than those associated with the issue of debt or equity securities, that the Group incurs in connection with 
a business combination are expensed as incurred.

4.1.3. Acquisitions of Non-Controlling Interests
 Acquisitions of non-controlling interests are accounted for as transactions with equity holders in their capacity as 

equity holders. Therefore, no goodwill is recognized as a result of such transactions.
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4.1.4. Loss of Control
 Upon the loss of control, the Group derecognizes the assets and liabilities of the subsidiary, carrying amount of non-

controlling interests and the cumulative translation differences recorded in equity related to the subsidiary. Further 
parent’s share of components previously recognized in Other Comprehensive Income (OCI) is reclassifi ed to profi t 
or loss or retained earnings as appropriate. Any surplus or defi cit arising on the loss of control is recognized in the 
profi t or loss. If the Group retains any interest in the previous subsidiary, then such interest is measured at fair value 
at the date that control is lost. Subsequently, it is accounted for as an equity-accounted investee or in accordance 
with the Group’s accounting policy for fi nancial instruments depending on the level of infl uence retained.

4.1.5. Transactions Eliminated on Consolidation
 All intra group balances, income and expenses (except for foreign currency translation gains or losses) arising from 

intra group transactions are eliminated on consolidation. Unrealized gains and losses resulting from transactions 
between the Group and subsidiary are also eliminated on consolidation to the extent of the Group’s interests in the 
subsidiary.

4.2. Foreign Currency 
 Foreign Currency Transactions
 Transactions in foreign currencies are translated into the functional currency at the spot exchange rate at the date of 

the transaction. Monetary assets and liabilities denominated in foreign currencies at the reporting date are retranslated 
into the functional currency at the spot exchange rate at that date and all differences arising on non trading activities 
are taken to ‘other operating income’ in the Statement of Profi t or Loss.

 Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated 
into the functional currency at the spot exchange rate at the date on which the fair value is determined.

 Foreign currency differences arising on retranslation are recognized in the Statement of Profi t or Loss.
 At the annual closing, if the revaluation loss is reported, the same is charged to Statement of Profi t or Loss and if 

revaluation profi t is reported, such amount is shown as income in Statement of Profi t or Loss and 25 percent of such 
profi t is appropriated to Exchange Fluctuation Reserve through Statement of Changes in Equity as required by NRB 
Directives.

 Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are translated 
using the exchange rate at the date of the initial transaction. Forward exchange contracts are valued at the forward 
market rates ruling on the reporting date and resulting net unrealized gains or losses are dealt with in the Statement 
of Profi t or Loss.

4.3. Cash and Cash Equivalents
 Cash and cash equivalents include cash at vault and agency Bank account balances, unrestricted balances with NRB, 

highly liquid fi nancial assets with original maturity of 3 months from the date of its acquisition and are readily 
convertible to cash, which are subject to an insignifi cant risk of changes in value.

 Cash and Cash equivalent are measured at amortized cost in the statement of fi nancial position.
 Statement of Cash Flows has been prepared by using the ‘Indirect Method’ in accordance with NAS 07- Statement 

of Cash Flows. 
4.4. Financial Assets and Financial Liabilities
4.4.1. Recognition
 The Bank initially recognizes a fi nancial asset or a fi nancial liability in its statement of fi nancial position when, 

and only when, it becomes party to the contractual provisions of the instrument. The Bank initially recognize loans 
and advances, deposits; and debt securities/ subordinated liabilities issued on the date that they are originated 
which is the date that the Bank becomes party to the contractual provisions of the instruments. Investments in 
equity instruments, bonds, debenture, Government securities, NRB bond or deposit auction, reverse repos, outright 
purchase are recognized on trade date at which the Bank commits to purchase/ acquire the fi nancial assets. Regular 
way purchase and sale of fi nancial assets are recognized on trade date.
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4.4.2. Classifi cation
i. Financial Assets
 The Bank classifi es the fi nancial assets as subsequently measured at amortized cost or fair value on the basis of the 

Bank’s business model for managing the fi nancial assets and the contractual cash fl ow characteristics of the fi nancial 
assets. The two classes of fi nancial assets are as follows:
1. Financial assets measured at amortized cost
 The Bank classifi es a fi nancial asset measured at amortized cost if both of the following conditions are met:

a) The asset is held within a business model whose objective is to hold assets in order to collect contractual 
cash fl ows and

b) The contractual terms of the fi nancial asset give rise on specifi ed dates to cash fl ows that are solely payments 
of principal and interest on the principal amount outstanding.

2. 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 classifi ed into two categories as below:
a) Financial assets at fair value through profi t or loss

 Financial assets are classifi ed as fair value through profi t or loss (FVTPL) if they are held for trading or are 
designated at fair value through profi t or loss. Upon initial recognition, transaction cost are directly attributable 
to the acquisition are recognized in profi t or loss as incurred. Such assets are subsequently measured at fair 
value and changes in fair value are recognized in Statement of Profi t or Loss.
b) 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 classifi ed as fi nancial 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.

4.4.3. Financial Liabilities  
 The Bank classifi es the fi nancial liabilities as follows:
 a) Financial liabilities at fair value through profi t or loss
 Financial liabilities are classifi ed as fair value through profi t or loss (FVTPL) if they are held for trading or are 

designated at fair value through profi t or loss. Upon initial recognition, transaction cost are directly attributable 
to the acquisition are recognized in Statement of Profi t or Loss as incurred. Subsequent changes in fair value is 
recognized at profi t or loss

 b) Financial liabilities measured at amortized cost
 All fi nancial liabilities other than measured at fair value though profi t or loss are classifi ed as subsequently measured 

at amortized cost using effective interest method. 
4.4.4. Measurement
 Initial Measurement
 A fi nancial asset or fi nancial liability is measured initially at fair value plus, for an item not at fair value through 

profi t or loss, transaction costs that are directly attributable to its acquisition or issue.
 Transaction cost in relation to fi nancial assets and liabilities at fair value through profi t or loss are recognized in 

Statement of Profi t or Loss.
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 Subsequent Measurement
 A fi nancial asset or fi nancial liability is subsequently measured either at fair value or at amortized cost based on the 

classifi cation of the fi nancial asset or liability. Financial asset or liability classifi ed as measured at amortized cost is 
subsequently measured at amortized cost using effective interest rate method. 

 The amortized cost of a fi nancial asset or fi nancial liability is the amount at which the fi nancial asset or fi nancial 
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 uncollectibility.

 Financial assets classifi ed at fair value are subsequently measured fair value. The subsequent changes in fair value 
of fi nancial assets at fair value through profi t or loss are recognized in Statement of Profi t or Loss whereas of 
fi nancial assets at fair value through other comprehensive income are recognized in other comprehensive income.

4.4.5. Derecognition
i. Derecognition of Financial Assets
 The Bank derecognizes a fi nancial asset when the contractual rights to the cash fl ows from the fi nancial asset expire, 

or when it transfers the fi nancial asset in a transaction in which substantially all the risks and rewards of ownership 
of the fi nancial 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 fi nancial asset.   

 Any interest in such transferred fi nancial 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 fi nancial asset, the difference between the 
carrying amount of the asset, and the sum of (i) the consideration received and (ii) any cumulative gain or loss that 
had been recognized in other comprehensive income is recognized in Statement of Profi t or Loss.

 The Bank enters into transactions whereby it transfers assets recognized on its Statement of Financial Position, but 
retains either all or substantially all of the risks and rewards of the transferred assets or a portion of them. If all or 
substantially all risks and rewards are retained, then the transferred assets are not derecognized. Transfers of assets 
with retention of all or substantially all risks and rewards include, for example repurchase transactions.

4.4.6. Derecognition of Financial Liabilities
 A fi nancial liability is derecognized when the obligation under the liability is discharged or cancelled or expired. 

Where an existing fi nancial liability is replaced by another from the same lender on substantially different terms, 
or the terms of an existing liability are substantially modifi ed, such an exchange or modifi cation is treated as a 
derecognition of the original liability and the recognition of a new liability. The difference between the carrying 
value of the original fi nancial liability and the consideration paid is recognized in Statement of Profi t or Loss.

4.4.7. Determination of Fair Value
 ‘Fair value’ is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an 

orderly transaction between market participants at the measurement date in the principal or, in its absence, the 
most advantageous market to which the Group has access at that date. The fair value of a liability refl ects its non 
performance risk.

 When available, the Bank measures the fair value of an instrument using the quoted price in an active market for that 
instrument. A market is regarded as active if transactions for the asset or liability take place with suffi cient frequency 
and volume to provide pricing information on an ongoing basis. If there is no quoted price in an active market, then 
the Bank uses valuation techniques that maximize the use of relevant observable inputs and minimize the use of 
unobservable inputs. The chosen valuation technique incorporates all of the factors that market participants would 
take into account in pricing a transaction.

 The fair value measurement hierarchy is as follows:
 Level 1 Fair value measurements are those derived from unadjusted quoted prices in active markets for identical 

assets or liabilities.
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 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 fi nancial instruments valued using models where all signifi cant inputs 
are observable.

 Level 3 Portfolios are those where there are unobservable inputs of the instruments. The inputs are not based on 
observable market data.

 The best evidence of the fair value of a fi nancial instrument at initial recognition is normally the transaction price i.e. 
the fair value of the consideration given or received. If the Bank determines that the fair value at initial recognition 
differs from the transaction price and the fair value is evidenced neither by a quoted price in an active market for 
an identical asset or liability (Level 01 valuation) nor based on a valuation technique that uses only data from 
observable markets (Level 02 valuation), then the fi nancial instrument is initially measured at fair value, adjusted 
to defer the difference between the fair value at initial recognition and the transaction price. Subsequently, that 
difference is recognized in profi t or loss on an appropriate basis over the life of the instrument but not later than 
when the valuation is wholly supported by observable market data or the transaction is closed out. In case the fair 
value is evidenced by a quoted price in an active market for an identical asset or liability (Level 01 valuation), the 
difference between the transaction price and fair value is recognized in profi t or loss immediately.

4.5. Offsetting
 Financial assets and liabilities are offset and the net amount presented in the statement of fi nancial position when, 

and only when, the Bank has a legal right to set off the amounts and it intends either to 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 Bank’s trading activity.

4.6. Impairment of Financial Assets 
 At each reporting date, the Bank assesses whether there is objective evidence that a fi nancial asset or group of 

fi nancial assets not carried at fair value through profi t or loss are impaired. A fi nancial asset or a group of fi nancial 
assets is impaired when objective evidence demonstrates that a loss event has occurred after the initial recognition 
of the asset(s), and that the loss event has an impact on the future cash fl ows of the asset(s) that can be estimated 
reliably.

 Objective evidence that fi nancial assets are impaired can include signifi cant fi nancial diffi culty of the borrower or 
issuer, default or delinquency by a borrower, restructuring of a loan or advance by the Bank on terms that the Bank 
would not otherwise consider, indications that a borrower or issuer will enter Bankruptcy, the disappearance of an 
active market for a security, or other observable data relating to a group of assets such as adverse changes in the 
payment status of borrowers or issuers in the group, or economic conditions that correlate with defaults in the group. 
In addition, for an investment in an equity security, a signifi cant or prolonged decline in its fair value below its cost 
is objective evidence of impairment. 

 In case of fi nancial diffi culty of the borrower, the Bank considers to restructure loans rather than take possession 
of collateral. This may involve extending the payment arrangements and agreement of new loan conditions. Once 
the terms have been renegotiated, any impairment is measured using the original EIR as calculated before the 
modifi cation of terms and the loan is no longer considered past due. Management continually reviews renegotiated 
loans to ensure that all criteria are met and that future payments are likely to occur. The loans continue to be subject 
to an individual or collective impairment assessment, calculated using the loan’s original EIR.

 Impairment of fi nancial assets measured at amortized cost
 The Bank considers evidence of impairment for loans and advances and investment securities measured at amortized 

cost at both specifi c asset and collective level. The Bank fi rst assesses individually whether objective evidence of 
impairment exists for fi nancial assets that are individually signifi cant and that are not individually signifi cant are 
assessed on collectively.
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If there is objective evidence on that an impairment loss has been incurred, the amount of the loss is measured as the 
difference between the asset’s carrying amount and the present value of estimated future cash fl ows. The carrying 
amount of the asset is reduced through the use of an allowance account and the amount of the loss is recognized in 
profi t or loss. Interest income continues to be accrued on the reduced carrying amount and is accrued using the rate 
of interest used to discount the future cash fl ows for the purpose of measuring the impairment loss. 
All individually signifi cant loans and advances; and investment securities measured at amortized cost found not to 
be specifi cally impaired and those that are not individually signifi cant are collectively assessed for impairment by 
grouping together loans and advances with similar risk characteristics.
All individually signifi cant loans and advances and investment securities are assessed for specifi c impairment. 
Those found not to be specifi cally impaired are then collectively assessed for any impairment that has been incurred 
but not yet identifi ed. Loans and advances and held-to-maturity investment securities that are not individually 
signifi cant are collectively assessed for impairment by grouping together loans and advances and held-to-maturity 
investment securities with similar risk characteristics.
Impairment of loans and advances portfolios are based on the judgments in past experience of portfolio behavior. In 
assessing collective impairment the Bank uses 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 are calculated as the difference between the carrying amount 
and the present value of estimated future cash fl ows discounted at the asset’s original effective interest rate.
Loans together with the associated allowance are written off when there is no realistic prospect of future recovery 
and all collateral has been realized or has been transferred to the Bank. 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 allowance account. If a write off 
is later recovered, the recovery is recognized in the ‘Other operating income’.
Impairment of investment in equity instrument classifi ed as fair value though other comprehensive income
Objective evidence of impairment of investment in an equity instrument is a signifi cant or prolonged decline in its 
fair value below its cost. Impairment losses are recognized by reclassifying the losses accumulated in the fair value 
reserve in equity to profi t or loss. The cumulative loss that is reclassifi ed from equity to profi t or loss is the difference 
between the acquisition cost, net of any principal repayment and the current fair value, less any impairment loss 
recognized previously in profi t or loss. 

4.7. Non-Financial Assets
4.7.1. Property and Equipment

a) Recognition and Measurement
Property and Equipment are recognized if it is probable that future economic benefi ts associated with the assets will 
fl ow to the Bank and the cost of the asset can be reliably measured. The cost includes expenditures that are directly 
attributable to the acquisition of the assets. Cost of self constructed assets includes followings:
● Cost of materials and direct labour;
● Any other cost directly attributable to bringing the assets to the working condition for their intended use; and
● Capitalized borrowing cost
Property and equipment are measured at cost less accumulated depreciation and accumulated impairment loss if 
any. Neither class of the property and equipment are measured at revaluation model nor is their fair value measured 
at the reporting date. 
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 Subsequent expenditure is capitalized if it is probable that the future economic benefi ts from the expenditure will 
fl ow to the entity. Ongoing repairs and maintenance to keep the assets in working condition are expensed as incurred.

 Any gain or losses on de-recognition of an item of property and equipment is recognized in profi t or loss.
 b) Capital Work in Progress
 Capital work in progress is stated at cost. These are expenses of a capital nature directly incurred in the construction 

of buildings, awaiting capitalization. 
 c) Depreciation
 Property and equipments are depreciated from the date they are available for use on property on straight-line method 

over estimated useful lives as determined by the Management.  Depreciation is recognized in profi t or loss. Leased 
assets under the fi nance lease are depreciation over the shorter of the lease term and their useful life. Land is not 
depreciated. Charging of depreciation is ceased from the earlier of the date from which the asset is classifi ed as held 
for sale or is derecognized. 

 The estimated useful lives of signifi cant items of property and equipment for current year and comparative periods 
are as follows:

Class of Assets Useful Life Rate of DepreciaƟ on

Building 20 years 5%

Metal Furniture 6 years 16.67%

Wooden Furniture 5 years 20%

Offi  ce Vehicles 7 years 14.29%

Computer (including Printer) 4 years 25%

Offi  ce Equipments 5 years 20%

 ● The expenses of leasehold improvements are amortized over the lease period or a maximum of 10 year period 
whichever is lower. 

 ● The capitalized value of Software Purchase and installation costs are amortized over a maximum 5 year period 
or within the ownership period.

 ● Assets costing less than Rs 5,000 are fully depreciated in the year of purchase. For assets purchased/sold during 
the year, depreciation is provided upto the date of use on pro-rata basis. 

 Depreciation method, useful lives and residual value are reviewed at each reporting date and adjusted, if any.
4.7.2. Intangible Assets and Goodwill
 The intangible assets include software purchased by the Bank. Software is measured at cost less accumulated 

amortization and accumulated impairment loss if any. Software is amortized on a straight line basis in profi t or 
loss over its useful life, from the date that is available for use. The estimated useful life of software for the current 
and comparative periods is fi ve year. Amortization method, useful lives and residual value are reviewed at each 
reporting date and adjusted if any.

 The Bank has recognized the goodwill on Business Combination. The goodwill is initially measured at the 
difference between the purchase consideration given and the fair value of net assets acquired. Subsequent to the 
initial recognition, goodwill is measured at cost less accumulated impairment losses. Goodwill is presented with 
intangible assets.

4.8. Investment Property
 Investment property is the land or building or both held either for rental income or for capital appreciation or for 

both, but not for sale in ordinary course of business and owner occupied property. The Bank holds investment 
property that has been acquired through the enforcement of security over the loan and advances. 
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Investment property is initially measured at cost and subsequently at Cost Model. Accordingly such properties are 
subsequently measured at cost less accumulated depreciation and impairment loss if any. However, the Bank does 
not have investment properties other than Land and the Land is not depreciated.
Investment properties are derecognized when they are disposed of, or permanently withdrawn from use since no 
future economic benefi ts are expected. Any gain or loss on disposal of an investment property is recognized in profi t 
or loss. When the use of a property changes such that it is reclassifi ed as property and equipment, its fair value at the 
date of reclassifi cation becomes its cost for subsequent reporting.

4.9. Non- Current Assets Held for Sale
Non-current assets (or disposal groups) are classifi ed as assets held for sale and carried at the lower of carrying 
amount and fair value less costs to sell if their carrying amount is recovered principally through a sale transaction 
rather than through continuing use. The assets are not depreciated or amortized while they are classifi ed as held for 
sale. Any impairment loss on initial classifi cation and subsequent measurement is recognized as an expense. Any 
subsequent increase in fair value less costs to sell (not exceeding the accumulated impairment loss that has been 
previously recognized) is recognized in profi t or loss. 

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

4.11. Stationery
Stationery purchased is accounted for on cost and expended as and when it is issued for consumption on a FIFO 
basis and inventory as at the end of reporting period are measured at the lower of cost or net realizable value.

4.12. Impairment of non fi nancial assets
The Bank assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication 
exists, or when annual impairment testing for an asset is required, the Bank estimates the asset’s recoverable amount. 
An asset’s recoverable amount is the higher of an asset’s fair value of the Cash Generating Unit’s (CGU) less costs 
to sell and its value in use. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset 
is considered impaired and is written down to its recoverable amount.
In assessing value in use, the estimated future cash fl ows are discounted to their present value using a pre-tax 
discount rate that refl ects current market assessments of the time value of money and the risks specifi c to the asset, 
in determining fair value less costs to sell, an appropriate valuation model is used. 

4.13. Revenue Recognition
Revenue comprises of interest income, fees and commission, foreign exchange income, cards income, disposal 
income, etc. Revenue is recognized to the extent it is probable that the economic benefi ts will fl ow to the Bank and 
the revenue can be reliably measured. Revenue is not recognized during the period in which its recoverability of 
income is not probable. The bases of incomes recognition are as below:
a) Interest income
Interest income is recognized in profi t or loss using effective interest method. Effective interest rate is the rate 
that exactly discounts the estimated future cash payments and receipts through the expected life of fi nancial asset 
or liability to the carrying amount of the asset or liability. The calculation of effective interest rate includes all 
transactions cost and fee and points paid or received that are integral part of the effective interest. The transaction 
costs include incremental costs that are directly attributable to the acquisition or issue of fi nancial assets. 
Interest income presented in statement of profi t or loss includes:
● Interest income on fi nancial assets measured at amortized cost calculated on an effective interest rate method.

These fi nancial assets include loans and advances including staff loans, investment in government securities,
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investment in corporate bonds, investment in NRB Bond and deposit instruments, reverse repos, inter Bank 
lending, etc.

 ● Interest on investment securities measured at fair value is calculated on effective interest rate.
 ● Income on discounted instruments like bills purchased, documents negotiation is recognized over the period of 

discounting on accrual basis using effective interest rate.
 Interest income on all trading assets 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.
 Revenue is recognized only when it is probable that the economic benefi ts associated with the transaction will fl ow 

to the entity. In some cases, this may not be probable until the consideration is received or until an uncertainty is 
removed. Accordingly, the Bank has not recognized interest income on Loans and Advances overdue for more than 
a year.

 b) Fees and Commission 
 Fees and commission income that are integral to the effective interest rate on a fi nancial asset are included in 

measurement of effective interest rate. Other fees and commission income including management fee, service 
charges, syndication fee, forex transaction commission, commission of issue of letter of credit and guarantee are 
recognized as the related services are performed. When the loan commitment is not utilized to the extent of approved 
limit, the related commitment fees are recognized on undrawn amount on straight line basis over the period of 
commitment.  Following bases are adopted for recognition of fees and commission

 ● Commission on guarantees issued by the Bank is recognized as income over the period of the guarantee, except 
for guarantee commission not exceeding Rs 10 thousands, which is recognized at the time of its issue.

 ● Commission on sight Letters of Credit (LC) issued by the Bank is recognized as income at the time of issue of 
the LC whereas income from time LC is recognized over its period on accrual basis.

 ● Other fees and commission income are recognized on accrual basis.
 c) Dividend Income:
 Dividend on investment in resident company is recognized when the right to receive payment is established. 

Dividend income are presented in net trading income, net income from other fi nancial instruments at fair value 
through profi t or loss or other revenue based on the underlying classifi cation of the equity instruments.

4.14. Interest Expense
 Interest expense on all fi nancial liabilities including deposits are recognized in profi t 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.

4.15. Employee Benefi ts 
 a) Short Term Employee Benefi ts
 Short term employee benefi t obligations are measured on an undiscounted basis and are expensed as the related 

service is provided. A liability is also recognized for the amount expected to be paid under bonus required by the 
Bonus Act, 2030 to pay the amount as a result of past service provided by the employee and the obligation can be 
estimated reliably under short term employee benefi ts.

 Short-term employee benefi ts include all the following items (if payable within 12 months after the end of the 
reporting period):

 ● wages, salaries and social security contributions;
 ● paid annual leave and paid sick leave;
 ● profi t-sharing and bonuses; and
 ● non-monetary benefi ts 
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 b) Post Employment Benefi t Plan
 Post employment benefi t plan includes followings:
 i. Defi ned Contribution Plan
 A defi ned contribution plan is a post-employment benefi t plan under which an entity pays a fi xed contribution to 

a separate entity and has no legal or constructive obligation to pay future amounts. Obligations for contributions 
to defi ned contribution plans are recognized as personnel expense in profi t or loss in the periods during which the 
related service are rendered by employees. Pre-paid contributions are recognized as an asset to the extent that cash 
refund or reduction in future payments is available. Contributions to a defi ned contribution plan being due for more 
than 12 months after the end of the period in which the employee render the service are discounted at their present 
value. The following are the defi ned contribution plan provided by the Bank to its employees:
a) Employees Provident Fund  
 In accordance with law, all employees of the Bank are entitled to receive benefi ts under the provident fund, a 

defi ned contribution plan in which both the employee and the Bank contribute monthly at a pre determined rate 
(currently, 10% of the basic salary plus grades). Bank does not assume any future liability for provident fund 
benefi ts other than its annual contribution.

ii. Defi ned Benefi t Plan
 A defi ned benefi t plan is a post-employment benefi t plan other than a defi ned contribution plan. The Bank’s net 

obligation in respect of defi ned benefi t plans is calculated separately for each plan by estimating the amount of 
future benefi t that employees have earned in return for their service in current and prior periods. That benefi t 
is discounted to determine its present value. Any unrecognized past service costs and the fair value of any plan 
assets are deducted. The discount rate is the yield at the reporting date on high quality corporate bonds, that 
have maturity dates approximating the terms of the Bank's obligation and that are denominated in the currency 
in which the benefi ts are expected to be paid. The calculation of obligation is performed annually by a qualifi ed 
actuary using projected unit credit method.

 The Bank recognizes all actuarial gains and losses arising from defi ned benefi t plans immediately in other 
comprehensive income and all expenses related to defi ned benefi ts plans in employee benefi t are expensed in 
profi t or loss.
The following are the defi ned benefi t plans provided by the Bank to its employees:
a) Gratuity
 Bank provides for gratuity on accrual basis covering eligible employees in terms of Employee Service 

Byelaws of the Bank. The plan provides for lump sum payments to vested employees at retirement or 
upon death while in employment or on termination of employment for an amount equivalent defi ned days’ 
eligible salary payable for each completed years of service.

b) Leave Salary
 The employees of the Bank are entitled to carry forward a part of their unavailed/ unutilized leave subject 

to a maximum limit. The employees can encash unavailed/ unutilized leave partially in terms of Employee 
Service Byelaws of the Bank. The Bank accounts for the liability for entire accumulated outstanding leave 
balance on accrual basis as per Employee Service Byelaws of the Bank.

c) Termination Benefi ts
 Termination benefi ts are recognized as expense when the Bank is demonstrably committed, without 

realistic possibility of withdrawal, to a formal plan to provide termination benefi ts to employees as a result 
of an offer made to encourage voluntary redundancy. Termination benefi ts are recognized if the Bank has 
made an offer for voluntary redundancy, it is probable that the offer will be accepted and the number of 
acceptance can be measured reliably. If the benefi ts are payable in more than 12 months after the reporting 
date, they are discounted to their present value.
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4.16. Tax Expense
Tax expense comprises current tax and deferred tax. Current tax and deferred tax are recognized in profi t or loss 
except to the extent they relate to the items recognized directly in equity or in other comprehensive income.
a) Current Tax
Current tax is the tax payable or receivable on the taxable income or loss for the year using tax rates that are enacted 
or substantially enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
b) Deferred Tax
Deferred tax is recognized in respect of temporary differences between the carrying amount and tax base of assets 
and liabilities; and carry forward of unused tax losses. Deferred tax is measured at the tax rate that is expected to be 
applied to temporary differences when they reverse, using tax rate enacted or substantially enacted at the reporting 
date. Deferred tax assets are recognized only to the extent that it is probable that future taxable profi ts will be 
available against which it can be utilized. Deferred tax assets are reviewed at each reporting date and appropriately 
adjusted to refl ect the amount that is reasonably/ virtually certain to be realized.
Deferred tax asset and deferred tax liabilities are offset if all of the following conditions met: 
a) If there is a legally enforceable right to offset the current tax liabilities and assets;
b) The taxes are levied by the same authority on the same tax entity; and
c) The entity intends to settle the current tax liabilities and assets on net basis or the tax assets and liabilities will

be realized simultaneously.
4.17. Lease Payments:

Payments made under operating lease are recognized in profi t or loss on straight line basis over the term of the lease. 
Lease incentives received are recognized as an integral part of the total lease expense, over the term of the lease.
Minimum lease payments made under fi nance lease are apportioned between the fi nance expense and reduction of 
outstanding liabilities. The fi nance expense is allocated to each period during the lease term so as to produce the 
constant periodic rate of interest on the remaining balance of liabilities.
Contingent lease payments are accounted for by revising the minimum lease payments over the remaining term of 
the lease when the lease adjustment is confi rmed.

4.18. Provisions and Contingent Assets/ Liabilities
Bank recognizes a provision if, as a result of past event, the Bank has a present constructive or legal obligation 
that can be reliable measured and it is probable than an outfl ow of economic benefi t will be required to settle the 
obligation. A disclosure for contingent liability is made when there is a possible obligation or a present obligation 
that may but probably will not require an outfl ow of resources. When there is a possible obligation or a present 
obligation in respect of which the likelihood of outfl ow of resources is remote, no provision or disclosure is made.
A provision for onerous contract is recognized when the expected benefi ts 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 refl ect the current best estimate. If it is no longer 
probable that an outfl ow of resources would be required to settle the obligation, the provision is reversed. Contingent 
assets are not recognized in the fi nancial statements. However, contingent assets are assessed continually and if it 
is virtually certain that an infl ow of economic benefi ts will arise, the asset and related income are recognized in the 
period in which the change occurs.
Liabilities on account of derivative contracts are reported under Contingent Liabilities under sub- heading 
Outstanding Liabilities for Forward Exchange Contract. These include notional principal on outstanding forward 
rate agreements and currency swap transactions. The Forward Exchange Contract is marked to market and resulting 
difference is recognized in Statement of Profi t or Loss. The difference payable/ receivable that arises at the time 
settlement of Forward Exchange Contract is recognized at the time of settlement. 
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4.19. Share Capital and Reserves
 a) Share Capital
 The Bank classifi es the capital instruments as equity instruments or fi nancial liabilities in accordance with the 

substance with the contractual terms of the instruments. Equity is defi ned as residual interest in total assets of an 
entity after deducting all its liabilities. Common shares are classifi ed as equity of the Bank and distributions thereon 
are presented in statement of changes in equity.

 The Bank is required to maintain the capital adequacy ratio imposed by the regulator. The ratio is fi xed at 11% for 
current year and the Bank has maintained the required ratio. 

 b) Share Issue Costs
 Incremental costs directly attributable to issue of an equity instruments are deducted from the initial measurement 

of the equity instruments.
4.20. Earnings Per Share
 The Bank presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated 

by dividing the profi t or loss attributable to ordinary shareholders of the Bank by the weighted average number of 
ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profi t or loss attributable 
to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all 
dilutive potential ordinary shares.

4.21. Segment Reporting
 An operating segment is a component of the Group that engages in business activities from which it earns revenues 

and incurs expenses, including revenues and expenses that relating to transactions with any of the Group’s other 
components, whose operating results are reviewed by the management to make decision about resource allocation 
to each segment and assess its performance. 

 The Bank comprises business segments on the basis of  nature of operations of the Bank - Banking, Treasury, Cards 
and Remittance and Branchless Banking.

 Segment results that are reported to the Bank’ include items directly attributable to a segment as well as those that 
can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets (primarily the Bank’s 
corporate building), head offi ce expenses, and tax assets and liabilities that are categorized as Banking.

4.22. Events After the Reporting Period
 Where necessary all material events after the reporting date have been considered and appropriate adjustments or 

disclosures have been made in the Financial Statements as per the NAS 10 –Events After the Reporting Period.
4.23. Limitation of NFRS Implementation
 During NFRS implementation, wherever the information is not adequately available and the cost to develop the 

same would exceed the benefi t derived, if any, has been noted and disclosed in respective sections. 
5. Explanatory Notes:
 The explanatory notes and signifi cant disclosure relating to the fi nancial statements are as follows:
5.1. Related Parties 
 The related parties of the Bank which meets the defi nition of related parties as defi ned in “NAS 24 Related Parties 

Disclosure” are as follows:
 i. Subsidiary Company
  Name and percentage of shareholding in Subsidiary Company is as below:
  a) CBIL Capital Limited.   67%
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ii. Associate Companies
a) Nepal Electronic Payment Systems Limited 8.62%
b) Nepal Clearing House Limited 1.73%
c) Mero Micro Finance Limited 6.75%

iii. Key Management Personnel (KMP)
The key management personnel 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 Offi cer, and other higher level employee of the Bank. 
The name of the key management personnel who were holding various positions in the offi ce during the year were 
as follows:

Name of the Key Management Personnel Post
Mr. Shankar Prasad Sharma BOD Chairman

Mr. Bal Krishna Prasai Director

Mr. Prakash Chandra Mainali Director

Mr. Pabitra Kumar Karki Director

Mr. Bijaya Dhoj Karki Director

Ms. Chanda Karki Director

Mr. Chandra Tandon Director

Mr. Manohar Das Mool Former Director

Mr. Rajan Singh Bhandari Chief Executi ve Offi  cer

Mr. Ganesh Raj Pokharel Deputy Chief Executi ve Offi  cer

Mr. Bodh Raj Devkota Assistant Chief Executi ve Offi  cer

Mr. Ramdhan Shrestha Assistant Chief Executi ve Offi  cer

Mr. Samir Prasad Dahal Chief Executi ve Offi  cer - CBIL Capital Limited (on deputati on from 
the Bank in the subsidiary company)

Mr. Rajendra Lal Shrestha Chief Risk and Recovery Offi  cer

Mr. Paras Kumar Kafl e Chief Operati ng Offi  cer

Ms. Umang Sharma Chief Administrati ve Offi  cer

Mr. Sumit Babu Khatri Chief Credit Offi  cer

Mr. Sanjeeb Kumar Shrestha Chief IT Offi  cer

Mr. Pramesh Raj Kayastha Chief Finance Offi  cer

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

ParƟ culars Current Year (NPR)

Meeti ng Fees 3,295,000

Other Expenses 1,691,718

Total 4,986,718
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 The details relating to compensation paid to key management personnel other than directors were as follows:

ParƟ culars Current Year (NPR)

Short term employee benefi ts 66,162,526

Remunerati on and current employee benefi ts 38,189,581

Bonus (Statutory Bonus and Welfare) 17,244,828

Vehicle Allowance 3,735,336

Other benefi ts and payments* 6,992,781

Post- employment benefi ts**

Other long term benefi ts

Total 66,162,526

* Other benefi ts and payments includes Finance cost calculated towards subsidized Loans and advances provided to staffs. 
** Post employment benefi t includes Provident fund, Gratuity and Leave provision created, the bifurcation of which is not 

quantifi able separately to KMPs. The provision is made on lumpsum as per the Actuarial Valuation.

5.1.2. Transaction with Subsidiary
 The Bank has made strategic investment to broaden the scope of service and source of income by investing in share 

capital of CBIL Capital Limited which is the subsidiary company of the Bank. The Bank holds 67% controlling 
interest in the subsidiary. Similarly, the Bank has deputed the managerial level staff as the Chief Executive Offi cer 
of the subsidiary and Deputy CEO of the Bank is the Chairman of CBIL Capital. The ACEOs of the Bank are 
directors of the subsidiary.

 The subsidiary is engaged in Merchant Banking Services.
1. The Bank entered into a Management Service Agreement (MSA) with Subsidiary for providing management 

services. Provisions laid in MSA are in line with arms-length principle.
2. An agreement has been made between the Bank and the Subsidiary Company to provide following facilities to 

Subsidiary Company by the Bank for a monthly fee of Rs 300,000:
a) Bank has deputed its Senior Manager as CEO to its subsidiary providing, salary allowance and other 

eligible facilities as  per the Bank's Employee Byelaws.
b) The Bank provides technical assistance required for Computer hardware, software and network maintenance.
c) Internal audit team of the Bank will handle all audit work of its subsidiary and will submit quarterly report 

to its Audit Committee.
d) Bank has also agreed to provide legal consultancy and vehicle facility to the Subsidiary Company.

3. Similarly, Bank has rented its building located a ward no. 33, Dillibazaar to the Subsidiary Company with the 
agreement to pay Monthly Rent of NRs 110,000, which will be increased by 10% in every 2 year. 

4. All receipt and payment transactions entered into by the Bank with Subsidiary were made net of TDS. TDS has 
been duly deposited at Tax Offi ce.

5. CBIL Capital Ltd holds a deposit account with the Bank which has a balance of Rs. 15,705,461 as on 31st 
Ashad 2074.

6. The overall transactions with the Subsidiary included in Financial Statements of the Bank has been tabulated 
below:

ParƟ culars NPR

Statement of Profi t or Loss
Rental Income 1,320,000

Management Fee income 7,200,000

Server & Database Rental Income 1,638,888
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Dividend Income 6,365,000

Interest Income 375,948

Total Income 16,899,836

CEO's Remunerati on 3,864,197

Interest Paid to Subsidiary 3,408,593

RTS fee to Subsidiary 725,000

Total Expenses 7,997,790

Statement of Financial PosiƟ on  

Deposit of Subsidiary in Call Deposit 15,705,461

Loan against FD 6,167,180

5.1.3. Transaction with Associates
 Investments in Associates have been reported in the statement of fi nancial position as investment in equity measured 

at FVTOCI and the Bank’s income received from the associates have been reported in the income statement.
 The Bank does not have signifi cant infl uence or power over the fi nancial and operating decisions of the company 

even if the Chief Executive Offi cer (CEO) of the Bank is the representative director on behalf of the Bank in the 
company. The decisions of the associate’s are made by its Board in which the CEO’s call is minority only.

5.1.3.1. Nepal Electronic Payment Systems Limited (NEPS)
 NEPS is formulated as a consortium of seven national level commercial Banks, with aim to pool the resources of 

these Banks together and establish a common platform, which will be more secure, reliable and able to encompass 
the rapid growth of new technologies in electronic payments.

 CEO of the Bank is the chairman in NEPS. The Bank holds investment of Rs. 15,000,000 in share capital of NEPS.
 Agreement has been entered by the Bank with NEPS for availing services related to debit cards and credit cards 

for which Bank makes the payment at an arm's length price. The aggregate amount of expenses arising from the 
transactions during the year from the relevant related parties at the yearend are summarized below:

Particulars NPR
Payments made towards transaction fees 7,722,858

5.1.3.2. Nepal Clearing House Limited (NCHL)
 Nepal Clearing House Ltd. (NCHL) is a public limited company established on 23rd December 2008 (9th Mangsir 

2065) under the leadership and guidance of Nepal Rastra Bank (The Central Bank of Nepal). It has the equity 
participation from Nepal Rastra Bank, commercial Banks, development Banks, fi nance companies and Smart 
Choice Technologies (SCT), a private card switch operator.

 NCHL has the strategic objectives to establish multiple payments, clearing and settlement systems in Nepal with long 
term objective to establish a national payments gateway to facilitate electronic payments and fi nancial transactions 
within the country. Electronic Cheque Clearing (NCHL-ECC) and InterBank Payment System (NCHL-IPS) are the 
national payment systems that are currently in operation.

 CEO of the Bank is the chairman in NCHL. The Bank holds investment of Rs. 2,600,000 in share capital of NCHL.
 Agreement has been entered by the Bank with NCHL for availing services related to Electronic Cheque Clearing 

(ECC) and Inter-Payment System (IPS) for which Bank makes the payment at an arm's length price. The aggregate 
amount of expenses arising from the transactions during the year from the relevant related parties at the yearend are 
summarized below:

ParƟ culars NPR

Payments made towards transacti on fees 6,036,883
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5.1.3.3. Mero Micro Finance Limited
 Mero Microfi nance Bittiya Sanstha Ltd. (MERO MICROFINANCE) is joint initiative of 10 institutions (8 

commercial Banks and 2 development Banks) registered as a 'D' class national level fi nancial institution with the 
Nepal Rastra Bank under BAFI Act, 2063 (2006) on 30 Asadh, 2070 (14 July, 2013).

 The objectives of MERO MICROFINANCE are to reduce poverty and improve the quality of lives of the landless 
and asset less rural and urban poor by providing them with diversifi ed fi nancial services.

 CEO of the Bank is the chairman in Mero Micro Finance Limited. The Bank holds investment of Rs. 13,500,000 in 
share capital of the Mero Micro Finance Limited.

 The Bank has appointed Mero Micro Finance as District Correspondence for Nuwakot and Dhading districts for 
appointing Branchless Banking (BLB) Agents. The associate collects the relevant datas and submits the same to the 
Bank. They also manage cash as per the need of BLB agents. Associate is paid a service fee of Rs. 1,000/- per month 
per BLB agent. 

 The aggregate amount of expenses arising from the transactions during the year from the relevant related parties at 
the yearend are summarized below:

ParƟ culars NPR

Payments made towards transacti on fees 158,100

5.1.3.4. Deposit of extra incomes with Banks by KMP
 The meeting fees received from subsidiary and associates during the year have been deposited with the Bank by 

KMP included in the Financial Statements of the Bank are as below:
 i. Nepal Electronic Payment Systems Limited (NEPS)

ParƟ culars Amount in NPR

Payments received towards Board Meeti ng fees 15,300

 ii. Nepal Clearing House Limited (NCHL)

ParƟ culars Amount in NPR

Payments received towards Board Meeti ng fees 17,000

 iii. Mero Micro Finance Limited

ParƟ culars Amount in NPR

Payments received towards Board Meeti ng fees 14,025

 Summary of Transactions with Related Parties
Amount in NPR

ParƟ culars 
Current Year

Subsidiary Associates Key Management Personnel

Items in Statement of Profi t or Loss

Employees Benefi ts
    Short Term Employment Benefi ts
    Post Employment Benefi ts

66,162,526

Rental Income 1,320,000

Directors Meeti ng Fee 3,295,000

Management Fee 7,200,000

Other Expense/Income 1,691,718
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Interest Income 16,541,973

Interest Paid 3,408,593 1,590,865

Balances as on Ashadh End 88,872,641 315,525,425 8,367,000

Items in Statement of Financial PosiƟ on

Deposit 15,705,461 28,056,408

Advances 6,167,180 256,369,017

Staff  Loan
Investment in shares 67,000,000 31,100,000

383,229,455

Off  Balance Sheet Exposure

Impairment charged to Profi t or loss

5.2. Operational Lease Expenses
 The details of Lease Liability and Future Minimum Lease Payments are tabulated below:

Lease Liability 2073/74(NPR)

Less than one year         2,042,854 

Between one to fi ve years      63,725,049 

More than fi ve years    245,189,689 

Total    310,957,592 

Future minimum lease payments 2073/74 (NPR)

Less than one year         2,042,854

Between one to fi ve years      25,625,793 

More than fi ve years      29,391,436 

Total      57,060,083 

5.3. Staff Loans and Advances and Employee Benefi ts
 Presented in fi nancial statements under “Other Assets”, Staff Loans and Advances are extended in line with the 

Employee Byelaws of the Bank. Eligibility criteria for availing staff loans are directly linked to the period of service 
under permanent payroll of the Bank and the Employee Byelaws of the Bank.

 The loans outstanding as at the balance sheet date were as under:
Amount in NPR

ParƟ culars                     2073/74                   2072/73

Staff  Loan  58,477,725 49,044,720

Staff  Loan Home  274,517,617 190,670,835

Employee's Advances  39,000 1,120,203

Staff  Overdraft   49,966,421 27,387,511

Credit Card Receivable 16,31 933 1,004,828

Total 384,632,696 269,228,097

 The Staff Loans and Advances are included in the “Other Assets” is NPR 384,632,696 of FY 2073/74 and NPR 
269,228,097 of FY 2072/73.

5.4. Deposit classifi cation
 Interest Bearing and Non-Interest bearing Deposits have been tabulated below:
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5.4.1.  Non Interest Bearing Deposits

ParƟ culars
Current Year Previous Year

NPR NPR
A.   Current Deposits 1,459,820,363 1,369,295,850
1.   Local Currency 1,375,031,877 1,289,340,395

1.1 Government of Nepal 26,396,122 49,337,085

1.2 "A" Class Licensed Insti tuti ons 600,990 636,140

1.3 Other Licensed Financial Insti tuti ons 298,144,278 253,667,072

1.4  Other Organized Insti tuti ons 883,845,100 655,166,791

1.5  Individuals 166,045,387 330,533,307

1.6  Others

2.   Foreign Currency 84,788,486 79,955,455

2.1 Government of Nepal

2.2 "A" Class Licensed Insti tuti ons 37,000

2.3 Other Licensed Financial Insti tuti ons 

2.4  Other Organized Insti tuti ons 58,861,341 60,174,779

2.5  Individuals 25,890,145 19,780,676

2.6  Others

B.   Margin Deposits 262,933,875 302,746,087
1.  Employees' Guarantee

2.  Guarantee Margin 99,346,449 99,854,682

3.  Lett ers of Credit Margin 149,283,915 146,880,863

4.  Others 14,303,511 56,010,542

C.   Others
1.   Local Currency
1.1  Financial Insti tuti ons

1.2  Other Organized Insti tuti ons

1.3  Individuals

2.   Foreign Currency
2.1  Financial Insti tuti ons

2.2  Other Organized Insti tuti ons

2.3  Individuals

Total of Non-Interest Bearing Accounts 1,722,754,238 1,672,041,936

5.4.2. Interest Bearing Deposits

ParƟ culars
Current Year Previous Year

NPR NPR
A.   Savings Deposits 10,623,211,411 9,684,567,020
1.   Local Currency 10,522,836,629 9,586,318,704
1.1  Insti tuti ons 8,291,732 8,112,759

1.2  Individuals 10,514,544,897 9,578,205,945

1.3  Others

2.   Foreign Currency 100,374,782 98,248,316
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2.1  Insti tuti ons 4,060

2.2  Individuals 100,374,782 98,244,256

2.3  Others

B.   Fixed Deposits 34,934,495,372 25,939,304,541
1.   Local Currency 34,908,006,761 25,778,488,636

1.1  Insti tuti ons 21,676,459,018 19,953,464,204

1.2  Individuals 13,219,489,162 5,825,024,432

1.3  Others 12,058,581

2.   Foreign Currency 26,488,611 160,815,905
2.1  Insti tuti ons 20,630,000 156,784,000

2.2  Individuals 5,858,611 4,031,905

2.3  Others

C.   Call Deposits 5,438,120,435 10,097,587,472
1.   Local Currency 5,403,090,589 10,055,263,276
1.1 "A" Class Licensed Insti tuti ons 787,431 867,629

1.2 Other Licensed Financial Insti tuti ons 2,613,240,481 3,670,928,024

1.3  Other  Organized Insti tuti ons 2,134,061,258 5,248,769,284

1.4  Individuals 655,001,419 1,121,788,971

1.5  Others 12,909,368

2.   Foreign Currency 35,029,846 42,324,196

2.1  "A" Class Licensed Insti tuti ons 

2.2 Other Licensed Financial Insti tuti ons 12,829,633 9,132,993

2.3  Other  Organized Insti tuti ons 22,200,213 33,180,187

2.4  Individuals 11,016

2.5  Others

D.   CerƟ fi cate of Deposits
1.  Organized Insti tuti ons

2.  Individuals

3.  Others

Total of Interest Bearing Accounts 50,995,827,218 45,721,459,032

5.5. Taxation
5.5.1. Status of Tax Assessment
 In the current fi scal year, tax offi ce has completed the tax assessment of the Bank of FY 2068/69 (2011-12) and 

2069/70 (2012-13) with additional Tax demand of NPR 8,346,517.42 and NPR 12,396,861.14 respectively. The 
Bank has fi led for the administrative review for additional income tax demand of FY 2068/69 (2011-12) and 2069/70 
(2012-13).

 The Bank has fi led for appeal in Revenue Tribunal against tax assessment of FY 2067/68 (2010-11) with additional 
income tax demand of NPR 2,885,728.93. Similarly, tax assessment of acquired institution, People's Finance Limit-
ed of FY 2067/68 (2010-11) and Nepal Housing and Merchant Finance Limited of FY 2068/69 (2011-12)  are under 
Administrative Review with additional tax demand of NPR. 21,002,255.30 and NPR. 3,446,693.65 respectively.

 Similarly, in case of FY 2063/64 (2006-07) and 2064/65(2007-08), the Bank has fi led for petition with Supreme 
Court which is yet to be decided. The disputed tax amount is NPR 5,376,086.58 of FY 2063/64 (2006-07) and 
2064/65(2007-08).

 Bank has disclosed the disputed tax amount of NPR. 53,454,143.02 as contingent liability
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5.5.2. Current Year Tax
Current Year Tax Liability Computation is tabulated below:

ParƟ culars NPR Current Year NPR

Profi t Before Tax as per SOPL 2,433,453,027

NFRS Adjustment (855,345,200)

Profi t Before Tax as per Regulatory Report 1,578,107,827

Income Tax @30% 473,432,348

Adjustments
Increase in tax liability due to less expense allowable than expense incurred
Capital Items Costi ng upto Rs 5,000 Writt en Off 1,117,966

Unabsorbed Repairs and Maintenance 2,473,539

Staff  Bonus pertaining to Final Dividend 793,861

Loan Writt en off 105,936,458

Depreciati on & Amorti zati on 101,036,326

Other Expenses 6,551,431

Total 217,909,581 65,372,874

Decrease in tax liability as the incomes are not taxable or more allowable 
than reported
Gratuity & Leave Expense Provision 49,382,750

Provision Expenses on Non- Banking Assets and Loan 776,138,255

Profi t on Sale of Fixed Asset 3,006,078

Dividend Income 8,732,467

Recovery of Loan Writt en Off 25,581,626

Carried Forward Unabsorbed Losses NHMFL, PEFIL and Premier Finance Ltd. 48,717,311

Total 911,558,487 273,467,546

Income Tax Prior to Adjustment 265,337,676

Interest U/S 118 -

Prior Period TaxaƟ on -

Deferred Tax Adjustment 231,108,602

Total Income Tax Expenses 496,446,278

 Deferred Tax
Deferred tax is computed 30% of the temporary differences between accounting base of regulatory report and tax 
base. Deferred tax Assets/ Liabilities and the calculation of deferred taxes are tabulated below:

Amount in NPR

 ParƟ culars  AccounƟ ng 
Base  Tax Base  Diff erence 

 Deferred 
Tax Assets 

(Liability) of 
This Year 

* Deferred
Tax Assets 

(Liability) of 
Last Year 

 Deferred 
Tax Income 

(Expenses) of 
This Year 

Fixed Assets 1,765,128,851 1,798,913,749 33,784,898 10,135,469 14,157,512 (4,022,043)

Provision for Gratuity  4,133,964 4,133,964 1,240,189 9,535,012 (8,294,823)
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Provision for Leave 
encashment 14,999,983 (14,999,983)

Provision for Investment 

Provision for Prepayment 
c/f from Premier 466,045 (466,045)

Provision on Non- 
Banking Assets 188,660,139 (188,660,139)

Unabsorbed Losses 254,991,176 254,991,176 76,497,353 91,207,977 (14,710,624)

Total 1,769,262,815 2,053,904,925 292,910,038 87,873,011 319,026,668 (231,108,602)

 * The deferred tax assets of last year included deferred tax assets brought down from the acquired Premier Finance 
Limited.

5.6. Share Capital
 Capital Structure of the Bank is as follows:

ParƟ culars No. of Shares  Value per Shares    Capital in Value (NPR)

Authorized Capital 100,000,000 NPR100 10,000,000,000

Issued Capital                   69,216,897    NPR100 6,921,689,663

Paid Up Capital                69,216,897    NPR100 6,921,689,663

5.6.1.  Shareholding Pattern
 The Shareholding pattern of the Bank is as follows:

ParƟ culars of Share Ownership
 Current Year  

% Share  Capital NPR

1.  Local Ownership 100%           6,921,689,663 

  1.1 Government of Nepal   

  1.2   "Ka" Class Licensed Insti tuti ons    

  1.3 Other Licensed Insti tuti ons    

  1.4  Organized Insti tuti ons (Promoters) 5.37%             371,712,448 

  1.5  General Public 48.68%           3,369,459,871 

  1.6  Others (Promoters) 45.95%           3,180,517,343 

2.  Foreign Ownership   

Total 100%           6,921,689,663 

5.6.2. Equity Share Capital Movement

 Details of Paid Up Capital of  the Bank

Fiscal Year Total Paid Up Capital NPR Remarks

2063/64 560,000,000 Promoter's Share capital

2064/65 560,000,000 No change.

2065/66 1,000,000,000 Additi onal NPR 14 Crore Pomoter Share and NPR 30 Crore Public Share Issued

2066/67 2,000,000,000 Issuance of 1:1 Right Share

2067/68 2,100,000,000 5 % Bonus Shares Issued

2068/69 2,101,840,000 Fracti on Share Adjustment in promoter share to maintain the rati o between 
promoter and public shareholders

2069/70 2,101,840,000 No change.

2070/71 2,375,079,200 13% Bonus Shares Issued
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2071/72 2,554,361,514 Aft er acquisiti on of NHMFL & PEFIL and fracti on share adjustment.

2072/73 4,401,315,379 Proposed Bonus Shares, Calls in Advance with reference to Right Share Issued at 
the rati o of 10:5.5.

2073/74           6,921,689,663 Right Share Allocati on of 10:5.5 issued previous year, share issuance for acquisi-
ti on of Premier Finance Limited, Fresh Right Issued at the rati o of 10:2.5.

5.7. Unpaid Dividend
Dividend declared to the shareholders but not collected till the end date of the reported fi scal year 2073/74 are as 
below:

ParƟ culars Amount in NPR

1. Dividend Payable for FY 2065/66 298,380

2. Dividend Payable for FY 2066/67 571,485

3. Dividend Payable for FY 2067/68 2,725,831

4. Dividend Payable for FY 2068/69 5,972,135

5. Dividend Payable for FY 2069/70 11,408,489

6. Dividend Payable for FY 2070/71 6,591,075

7. Dividend Payable for FY 2071/72 4,960,050

8. Dividend Payable for FY 2072/73 22,471,094

9. Dividend Payable for FY 2066/67- NHMFL 243,105

10. Dividend Payable for FY 2067/68- NHMFL 148,179

11. Dividend Payable for FY 2066/67- PEFIL 1,379,918

12. Unclaimed Dividend FY 2060/61 & 61/62 - PEFIL 481,770

13. Unclaimed Dividend FY 2063/64- Premier Finance Ltd. 75,723

14. Unclaimed Dividend FY 2066/67- Premier Finance Ltd. 876,703

5.8. Statutory Reserves and Funds 
The reserves include statutory reserves and funds set aside for specifi c purpose. The various reserves and funds are 
as below:

5.8.1. General Reserve
General Reserve is created as per Section 44 of the Banks and Financial Institutions Act 2073 equivalent to 20% of 
the net profi t earned during the year until the reserve is twice the paid up share capital of the Bank after which 10% 
of the net profi t earned during the year shall be set aside as General Reserve. 
Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra Bank.

5.8.2.  Exchange Fluctuation Reserve Fund
Exchange Fluctuation Reserve is the reserve created as per Section 44 of the Banks and Financial Institutions Act 
2073 equivalent to 25% of the foreign exchange gain realized on the translation of foreign currency to the reporting 
currency during the year other than Indian Rupees. 
Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra Bank other 
than to set off revaluation loss incurred, if any during the year. 

5.8.3. Investment Adjustment Reserve
Investment Adjustment Reserve is created as per the regulatory requirement equivalent to 2% of investment secu-
rities classifi ed as available for sale which are not listed within the prescribed time except on investment on shares 
specifi cally allowed by Nepal Rastra Bank.
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5.8.4. Bond Redemption Reserve
 The Bank has issued Subordinated Debt of  500,000 8.5% Citizens Bank Bond, 2077 of NPR 500,000,000 as per 

NRB approval dated 2070/09/01. As per clause 5 of NRB Directive 16, the Banks are required to set aside fund to 
Capital Redemption Reserve. The Bank has set aside additional NPR 100,000,000 to Capital Redemption Reserve 
in the FY 2073/74. The cumulative Capital Redemption Reserve is NPR 200,000,000.

5.8.5. Employees Training Cost and Employees Capacity Development Fund
 Employees training cost of NPR 9,246,743 has been incurred during the year which is above the 3% of the employee 

cost of the previous year 2072/73 as per NRB Circular Bai.BI.Ni.Bi./Niti/Paripatra/KaKhaGa/10/073/74 . Hence, 
employees capacity development fund has not been created during the year.

5.8.6. Corporate Social Responsibility (CSR) Fund
 CSR Fund of NPR 10,816,615 has been created as per NRB Circular Bai.BI.Ni.Bi./Niti/Paripatra/KaKha-

Ga/11/073/74. The fund so created shall be used for CSR activities of the Bank in the next fi scal year as per Corpo-
rate Social Responsibility Manual of the Bank.

5.8.7. Share Premium
 During the year, the Bank has issued Right Share at the rate of 10:5.5 and 10:2.5. The Bank has booked the excess 

of the issue price over the par value on shares issued in Share Premium Account equivalent to NPR 529,389,690.
 The detail of Share Premium amount booked is as follows:

AucƟ on Date  AucƟ on QuanƟ ty  Share Premium (NPR) 

Shrawan 6, 2073 705,717                  399,078,426 

Ashadh 25, 2074  617,978       130,311,265 

 Total  529,389,691 

 
 The detail of statutory reserves included in Reserves disclosed in Statement of Financial Position is as below:

Amount in NPR

 Particulars 31st Ashadh 2074 31st Ashadh 2073
Statutory Reserve

General Reserve 912,209,357 695,877,047
Exchange Equalizati on Reserve 33,055,535 18,107,711
Investment Adjustment Reserve 85,276,000 17,616,000
Capital Redempti on Reserve 200,000,000 100,000,000
Share Premium 532,361,307 2,971,617
Corporate Social Responsibility Fund 10,816,615

Non statutory Reserve
Capital Reserve
Assets Revaluati on Reserve
Fair Value Reserve
Dividend Equalizati on Reserve
Remeasurement Gain/ Loss 42,125,076 13,858,476
Special Reserve 27,367,881
Other Reserve

Total 1,815,843,890 875,798,732

5.9. Proposed Bonus Share 
 The Board of Directors has proposed Bonus Share of 16 percent on paid up share capital of the Bank subject to 

approval from Nepal Rastra Bank and ratifi cation of Annual General Meeting of the shareholders of the Bank.
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5.10. Proposed Dividend
 The Board of Directors has proposed Cash Dividend of 1 percent on paid up share capital of the Bank subject to 

approval from Nepal Rastra Bank and ratifi cation of Annual General Meeting of the shareholders of the Bank.
5.11. Provision for Bonus to Employees
 Provision for staff bonus has been made as per Bonus Act 2030, calculated at 10% of net profi t after bonus as per 

regulatory reporting. For the FY 2073/74, the Bank has made provision of NPR. 158,802,055 towards Staff Bonus.
5.12. Provision for Employees Housing
 As per the terms of service of the staff provision for providing housing loans to eligible staff, a separate housing 

fund has not been created as required by Labor Act, 2049.
5.13. Earnings Per Share
5.13.1. Basic Earnings Per Share
 Earnings per share, also called net income per share, is a market prospect ratio that measures the amount of net 

income earned per share of stock outstanding. In other words, this is the amount of money each share of stock 
would receive if all of the profi ts were distributed to the outstanding shares at the end of the year. It is calculated by 
dividing profi t or loss attributable to ordinary equity holders by the average number of ordinary shares outstanding 
during the period.

 The earnings attributable to the ordinary equity holders consists of the earnings of the Bank after deduction of all 
expenses, tax expense and preference dividends, differences arising on the settlement of preference shares, and 
other similar effects of preference shares classifi ed as equity.

 The calculation of basic earnings per share has been based on the profi t attributable to ordinary shareholders and 
weighted average number of shares outstanding as tabulated below:

ParƟ culars 2073/74 2072/73

Profi t Att ributable to Ordinary Shareholders NPR        1,481,049,509       2,025,550,886 

Weighted Average Number of Ordinary Shares  

                                            Reported                      53,360,782              30,652,338 

                                            Restated 41,670,207 

Basic Earnings Per Share NPR                                  27.76 48.61

Weighted average number of ordinary shares calculaƟ on

FY 2073/74 Nos. of Shares Shares Outstanding PorƟ on of the Year Weighted Average Shares

Opening Balance 30,652,338 30,652,338                    0.0027 82,761 

Share Allocati on for Premier 
Finance Ltd. Acquisiti on

                         
355,636 

                                              
31,007,974 0.0986                              3,057,386 

Right Shares 10:5.5 Allocati on 16,153,069 47,161,043 0.0795 3,749,303 

Aucti on Share Allocati on 705,717 47,866,760 0.0329 1,574,816 

Bonus Share of FY 2072/73 7,506,758 55,373,518 0.6849 37,925,322 

Right Share 10:2.5 Allocati on 13,225,401 68,598,919 0.0767 5,261,537 

Aucti on Share Allocati on 617,978 69,216,897 0.0247 1,709,657 

 69,216,897   53,360,782 

FY 2073/74 Nos. of Shares Shares Outstanding PorƟ on of the year Weighted Average Shares

Reported Nos of shares  30,652,338                        1.00 30,652,338 

Restated Nos of shares adjusted for 
right issue  

41,670,207  1.00 41,670,207 
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5.13.2. Diluted Earnings Per Share
 Diluted shares are the shares that would be outstanding if all possible sources of conversion, such as convertible 

bonds and stock options, were exercised. Specifi c fi nancial fi gures in terms of fully diluted shares outstanding are 
reported to allow investors to properly assess the Bank's fi nancial situation.

 There are no dilutive shares during the year.
5.14. Events after Reporting Period
 There are no other events after Balance Sheet Date affecting fi nancial status as on Ashad end, 2074.
5.15. Interim Financial Statements
 The Interim Financial Statements are prepared and published on quarterly basis in accordance with NRB Directives 

in compliance of statutory and legal requirement within the time frame prescribed.
5.16. Changes in Accounting Policies
5.16.1. Impairment Allowance for Non- Banking Assets
 During the year, the Bank changed its accounting policy with respect to Non- Banking Assets categorized as 

non- current assets held for sale. The Bank now categorizes it as Assets Held for Sale and provides provision for 
impairment loss of Non- Banking assets held for sale after the assessment at each reporting date whether there is an 
indication that an asset may have been impaired. If any indication exists, or when periodic impairment testing for an 
asset is required, the Bank estimates the asset’s recoverable amount and the difference between the assets’s carrying 
amount and recoverable amount is reduced through the use of an allowance account and the amount of the loss is 
recognized in statement of profi t or loss.

 Prior to this change in policy, the Bank used to fully provide for provision for impairment of non- Banking assets as 
per NRB Directive and continued to remain until it was disposed off.

 The Bank believes the new policy is preferable as it more closely aligns the accounting for these transactions with 
the NFRS and will aid comparability.

 The impact of this voluntary change in accounting policy is to fairly refl ect the value of non- Banking assets held 
in the Statement of Financial Position. The impact on each line item of the fi nancial statements since the Bank’s 
adoption of NFRS is shown in the table below:

Amount in NPR

ParƟ culars
FY 2072/73

As Reported Adjustments Restated

Statement of Profi t or Loss

Net Impairment Loss on Financial Assets
Provision for Non- Banking Assets Held for Sale

Provision against Non- Banking Assets Writt en Back 380,245,197 380,245,197

Profi t/ (Loss) for the Year 380,245,197 380,245,197

Statement of Financial PosiƟ on

Non- Current Assets Held for Sale

Non- Banking Assets 380,245,197 380,245,197

Net (Loss)/Gain Recognized Directly 
Adjusted in Retained Earnings

380,245,197 380,245,197

Att ributable to Equity Shareholders 380,245,197 380,245,197

Eff ect in 

Basic Earnings Per Share 12.41

Diluted Earnings Per Share 9.13



163

5.16.1.1. Impairment Allowance for Loans and Advances
 During the year, the Bank changed its accounting policy with respect to Impairment allowance for Loans and Ad-

vances. The Bank now at each reporting date, assesses whether there is objective evidence that loans and advances 
carried at fair value through profi t or loss are impaired and impairment provided for if impairment assessment indi-
cates so. Loans and advances is impaired when objective evidence demonstrates that a loss event has occurred after 
the initial recognition of the asset(s), and that the loss event has an impact on the future cash fl ows of the asset(s) 
that can be estimated reliably.

 Objective evidence that loans and advances are impaired can include signifi cant fi nancial diffi culty of the borrower 
or issuer, default or delinquency by a borrower, restructuring of a loan or advance by the Bank on terms that the 
Bank would not otherwise consider, indications that a borrower or issuer will enter Bankruptcy, the disappearance 
of an active market for a security, or other observable data relating to a group of assets such as adverse changes in 
the payment status of borrowers or issuers in the group, or economic conditions that correlate with defaults in the 
group. In addition, for an investment in an equity security, a signifi cant or prolonged decline in its fair value below 
its cost is objective evidence of impairment. 

 In case of fi nancial diffi culty of the borrower, the Bank considers to restructure loans rather than take possession of 
collateral. This may involve extending the payment arrangements and agreement of new loan conditions. Once the 
terms have been renegotiated, any impairment is measured using the original EIR as calculated before the modifi -
cation of terms and the loan is no longer considered past due. Management continually reviews renegotiated loans 
to ensure that all criteria are met and that future payments are likely to occur. The loans continue to be subject to an 
individual or collective impairment assessment, calculated using the loan’s original EIR.

 Prior to this change in policy, the Bank used to provide for impairment loss of loans and advances at 1% to 100% 
on the basis of classifi cation of loans and advances in accordance with the directives of Nepal Rastra Bank.

 The Bank believes the new policy is preferable as it more closely aligns the accounting for these transactions with 
the NFRS and will aid comparability.

 The impact of this voluntary change in accounting policy is to fairly refl ect the value of loans and advances dis-
closed in the Statement of Financial Position. The impact on each line item of the fi nancial statements since the 
Bank’s adoption of NFRS is shown in the table below:

Amount in NPR

ParƟ culars
FY 2072/73

As Reported Adjustments Restated
Statement of Profi t or Loss
Loans and Advances to Banks
Individual Allowances for Impairment
Collecti ve Allowances for Impairment
Loans and Advances to Customers
Individual Allowances for Impairment
Collecti ve Allowances for Impairment 930,356,201

154,581,701
(846,732,446)

154,581,701
83,623,755

  Profi t/ (Loss) for the Year 692,150,745 692,150,745
Att ributable to Equity Shareholders 692,150,745 692,150,745

Statement of Financial PosiƟ on
Loans and Advances to Banks
Individual Allowances for Impairment
Collecti ve Allowances for Impairment
Loans and Advances to Customers
Individual Allowances for Impairment
Collecti ve Allowances for Impairment

930,356,201
154,581,701

(846,732,446)
154,581,701

83,623,755
Eff ect in
Basic Earnings Per Share 22.58
Diluted Earnings Per Share 16.61
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5.16.1.2. Revenue Recognition on Loans and Advances and Impairment Allowance
 During the year, the Bank changed its accounting policy with respect to revenue recognition on Loans and Advances 

to recognize interest income on accrual basis only when it is probable that the economic benefi ts associated with 
the transaction will fl ow to the Bank. In some cases, this may not be probable until the consideration is received or 
until an uncertainty is removed. Accordingly, the Bank has not recognized interest income on Loans and Advances 
overdue for more than a year.

 Prior to this change in policy, the Bank used to fully recognize interest income on Loans and advances on accrual 
basis.

 The Bank believes the new policy is preferable as it more closely aligns the accounting for these transactions with 
the NFRS and will aid comparability.

 The impact of this voluntary change in accounting policy is to fairly refl ect the value of interest receivables in State-
ment of Financial Position and impairment allowance provided for it and its consequential impact in Statement of 
Profi t or Loss.

Amount in NPR

ParƟ culars
FY 2072/73

As Reported Adjustments Restated
Statement of Profi t or Loss
Interest Income
Interest Receivables
Impairment Allowance

3,487,072,368 (138,469,457)

(7,664,991)

3,348,602,911

(7,664,991)
Profi t/ (Loss) for the Year (146,134,448) (146,134,448)
Att ributable to Equity Shareholders (146,134,448) (146,134,448)

Statement of Financial PosiƟ on
Interest Receivables
Impairment Allowance

228,592,310 (138,469,457) 90,122,853
(7,664,991)

Eff ect in 
Basic Earnings Per Share 4.77
Diluted Earnings Per Share 3.51

5.17. Business Combination
 In current fi scal year 2072/73, the Bank has acquired 'C' Class Financial Institution licensed by NRB, Premier 

Finance Limited with due approval from Annual General Meeting of the Bank as well as from Nepal Rastra Bank 
w.e.f Shrawan 2, 2073. As a result of acquisition, 2 new branches were added along with its deposit base of Rs. 
686.26 million  and credit base of Rs. 517.03 million that is expected to generate synergy in operations of the Bank. 

 For acquisition, the Bank issued 2.8 equity shares for every 10 equity shares of Premier Finance Limited. The 
business combination resulted in Gain on Bargain Purchase of Rs. 669,003,839 as calculated below.

NPR
A. Total  Liabilities  767,664,224
B. Total Assets 1,472,231,648
Capital & Reserve  Amount Rs.
Share Capital      127,012,800
Reserves and  Funds 577,554,623
C. Total Shareholder's  Fund (Net Worth) 704,567,423
D. Net Assets Taken Over (B-A) 704,567,423
Less: Purchase Considerati on
(355,635.84 Shares of CZBIL at NPR 100 each  )

                                 35,563,584

Gain on Bargain Purchase 669,003,839
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5.18. Valuation Hierarchy
 Following tables demonstrates the valuation hierarchy of Bank’s Financial Assets and Liabilities. This fair value 

may differ from the actual amount that may be received or paid on settlement, realization or maturity of those Fi-
nancial Assets and Liabilities.

5.18.1. Fair Value of Financial Assets and Liabilities  Measured at Fair Value
 The fair value measurement hierarchy is as follows:
 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 iden-

tical or similar instruments in inactive markets and fi nancial instruments valued using models where all signifi cant 
inputs are observable.

 Level 3 Portfolios are those where there are unobservable inputs of the instruments. The inputs are not based on 
observable market data.

Amouint in NPR

Assets Level 1 Level 2 Level 3 Total
Treasury Bills 307,750,980 307,750,980 

Government Securiti es 6,427,425,000 6,427,425,000 

Local Licenced Insti tuti ons 195,211,375 195,211,375 

Investment in Foreign Banks 1,364,822,521 1,364,822,521 

Quoted EquiƟ es
        Soaltee Hotel Ltd 40,107 40,107 

         Prabhu Insurance Ltd. 2,413,375 2,413,375 

        Prabhu Insurance Ltd.-Promoter 9,728,456 9,728,456 

        Chilime Hydropower Company Limited 646,631 646,631 

        Ridi Hydropower Development Company Ltd. 408,286 408,286 

        Nerude Laghubita Bikas Bank Limited 1,313,270 1,313,270 

        Life Insurance Co. Nepal 1,372,088 1,372,088 

        Nepal Life Insurance Co. Ltd. 3,351,417 3,351,417 

        Asian Life Insurance Co. Limited 1,990,170 1,990,170 

        Nati onal Life Insurance Co. Ltd. 3,118,800 3,118,800 

        Shikhar Insurance Co. Ltd. 3,134,715 3,134,715 

        Neco Insurance Co. Ltd. 1,794,445 1,794,445 

        Siddhartha Insurance Ltd. 1,505,400 1,505,400 

        Prudenti al Insurance Co. Ltd. 691,464 691,464 

        Chhimek Laghubitt a Bikas Bank Limited 305 305 

        First Micro Finance Development Bank Ltd. 2,116,500 2,116,500 

        Deprosc Development Bank Limited 3,063,569 3,063,569 

        Swabalamban Bikas Bank Limited 931,635 931,635 

        Sana Kisan Bikas Bank Ltd 1,164,050 1,164,050 

        Summit Micro Finance Development Bank Ltd. 401,084 401,084 

        Nirdhan Utt han Bank Limited 1,963 1,963 

        NMB Hybrid Fund L-1 3,135,871 3,135,871 

        Nabil Equity Fund 2,252,990 2,252,990 

        NIBL Pragati  Fund 3,424,800 3,424,800 
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        Laxmi Equity Fund 2,924,780            2,924,780 

        Oriental  Hotels Limited 516,660 516,660 

Unquoted EquiƟ es
        Nati onal Banking Insti tute Limited (NBI) 1,200,000 1,200,000 

        Nepal Clearing House Limited 2,951,500 2,951,500 

        Mero Microfi nance Bitti  ya Sanstha Limited 13,800,000 13,800,000 

        Nepal Electronic Payment System Limited 15,000,000 15,000,000 

        Credit Informati on Bureau 216,001 216,001 

        CBIL Capital Ltd 67,000,000 67,000,000 

        Prabhu Capital Limited 3,000,000 3,000,000 

Loans and Advances to Banks 1,625,856,443 1,625,856,443 

Loans and Advances to Customers 46,577,975,847 46,577,975,847 

Property and Equipment 1,684,760,738 1,684,760,738 

Intangible Assets 80,368,112 80,368,112 

Total 51,442,831 6,838,343,481 1,560,033,896 8,449,820,208 

5.18.2. Fair Value of Financial Assets and Liabilities Not Measured at Fair Value
 There are fi nancial assets and liabilities that are not measured at fair value due to lack of observable pricing inputs 

or external quoted price and their carrying amount best represents and approximates the fair value or the settlement 
value. 

Amount in NPR

Assets Carrying Amount Total

Cash and Cash Equivalents 6,078,365,521 6,078,365,521

Current Tax Assets 300,791,522 300,791,522

Deferred Tax Assets 87,873,011 87,873,011

Other Assets 2,525,566,546 2,525,566,546

 8,992,596,600 8,992,596,600

LiabiliƟ es Carrying Amount Total

Deposits from Banks 2,501,906,804 2,501,906,804

Deposits from Customers 51,716,674,651 51,716,674,651

Bills Payable 67,045,774 67,045,774

Borrowings 33,578,077 33,578,077

Debt Securiti es Issued 497,735,714 497,735,714

Other Financial Liabiliti es 1,127,424,423 1,127,424,423

 55,944,365,443 55,944,365,443

5.19. Contingent Liabilities

ParƟ culars Current Year NPR
 1. Claims on Insti tuti on but not Accepted by the Insti tuti ons  

 2.  Lett ers of Credit (Full Amount)              1,657,882,000 

       a. Lett er of Credit with Maturity  of Less than 6 Months              1,295,395,000 

       b. Lett er of Credit with Maturity  of More than 6 Months                 362,487,000 

 3.  Rediscounted Bills  
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4. Unmatured Guarantees/Bonds              1,804,419,284 

a. Bid Bonds 424,559,180 

b. Performance Bonds              1,379,860,104 

c. Other Guarantee/Bonds

5. Unpaid Investment in Shares

6. Forward Exchange Contract Liabiliti es 21,976,000 

7. Bills under Collecti on 21,051,526 

8. Acceptances and Endorsements 671,539,000 

9. Underwriti ng Commitments

10. Irrevocable  Loan Commitments             15,213,360,000 

11. Guarantees issued against Counter Guarantee of  Internati onally Rated Foreign Banks

12. Advance Payment Guarantees 843,337,000 

13. Financial Guarantees

14. Conti ngent Liabiliti es on Income Tax 53,454,143 

15. Others 11,048,000 

 Total             20,298,066,953 

5.20. Age-wise particulars of reconciliation pending items (1 year, 1-3 years, and above 3 years) in agency accounts
a. Inter Branch Account
There is no unreconciled transaction in Inter branch Accounts as on year end FY 2073/74.
b. Nepal Rastra Bank

NPR in '000

Time DuraƟ on Ledger Debit Ledger Credit Statement Debit Statement Credit
1 month and below - 2,775 4 251

1 - 3 months 243

3 - 6 months

6 - 12 months 3 21,001

1 - 2 years

c. Local Financial Institutions

Time DuraƟ on  Ledger Debit  Ledger Credit Statement Debit  Statement Credit 
1 month and below 1,400 450 1,534 2,555

1 - 3 months 136 95

3 - 6 months 60

6 - 12 months 555

1 - 2 years -

d. Foreign Bank

Time DuraƟ on  Ledger Debit  Ledger Credit Statement Debit  Statement Credit 

1 month and below 72,901 2,465

1 - 3 months 4,575

3 - 6 months 808

6 - 12 months 163

1 - 2 years 66
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5.21. Segment Reporting
 Profi tability, risks and growth prospects are different when the Bank has different nature of operations and the 

same is operated in different location. As such, the progress and success of a diversifi ed Bank composites of the 
progress and success of its several segments. The Bank’s segmental performance analysis is done in a manner that 
assists Executive Committee, that is responsible for allocating resources and assessing performance of the operating 
segments, and has been identifi ed as the chief operating decision maker. All transactions between segments are 
conducted on pre- determined transfer price with Treasury Department as the fund manager. 

 The segmental performance analysis is mainly done on the basis of nature of operations of the Bank - Banking, 
Treasury, Cards, Remittance and Branchless Banking Services (BLB).

 Segmental Performance Analysis on the Basis of Nature of Operations
 Banking Operations (including loans, deposit and corporate offi ce) is the major segment of the Bank that constitutes 

83.58% of the total segment results. Similarly, Treasury, Card and Remittance contributed 15.34%, 0.95% and 
0.39% respectively whereas the BLB contributed negatively by 0.26%. The Banking operations result includes the 
fees and commission pertaining to treasury, card and remittance operations as well shared on the pre- determined 
transfer pricing rate with Treasury Department, Card Department and Remittance Department.
Segment Assets/ Liabilities and Results

Amount in NPR
  Banking  Treasury   Card  RemiƩ ance  BLB  Total 

Segment Assets 53,594,246,877 13,304,613,724 65,974,717 10,073,857 2,932,898 66,977,842,073

Segment Liabiliti es 64,289,519,387 2,657,608,541 17,552,034 8,017,959 5,144,152 66,977,842,073

  Banking  Treasury   Card  RemiƩ ance  BLB  Total 
Interest Income 4,750,624,756 205,478,966 4,094,256 4,960,197,979

Interest Expense 3,079,854,287 90,103,458 3,169,957,746

Net Interest Income 1,670,770,470 115,375,508 4,094,256 1,790,240,233

Fee and Commission Income 405,416,602 9,690,766 38,800,110 9,339,459 5,367,615 468,614,552

Fee and Commission Expense 13,782,110 2,405,157 19,848,859 944,021 91,502 37,071,648

Net Fee and Commission Income 391,634,493 7,285,609 18,951,251 8,395,438 5,276,113 431,542,904

Net Interest, fee and Commission 
Income

2,062,404,962 122,661,117 23,045,507 8,395,438 5,276,113 2,221,783,137

Net Trading Income 24,555,389 156,059,661 (86,737) 1,964,378 182,492,691

Net Income on Financial 
Instruments at FVTPL

22,649,140 22,649,140

Net Other Operati ng Income 711,699,072 10,036,624 721,735,695

Total OperaƟ ng Income 2,798,659,423 311,406,542 22,958,770 10,359,816 5,276,113 3,148,660,663

Net Impairment Loss on Financial 
Assets

(61,516,994) (61,516,994)

Net OperaƟ ng Income 2,737,142,429 311,406,542 22,958,770 10,359,816 5,276,113 3,087,143,669

OperaƟ ng Expense      

Personnel Expenses 590,136,492 3,406,937 2,620,096 2,203,769 5,477,945 603,845,240

Operati ng Lease Expenses 50,015,100 50,015,100

Depreciati on and amorti sati on 90,814,278 75,039 71,529 47,570 3,167,932 94,176,350

Other expenses 353,422,464 4,613,189 1,540,679 325,866 1,708,994 361,611,191

Segment Result 1,652,754,093 303,311,375 18,726,465 7,782,610 (5,078,759) 1,977,495,786

Income Tax Expense      496,446,278

Profi t for the period      1,481,049,508
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5.22. Comparison of NFRS Financial Statements vis-a-vis NRB Financial Statements
5.22.1. Statement of Financial Position

Amount in NPR

Assets NFRS Balance NRB Balance Diff erence Remarks

Cash and Cash Equivalents 6,078,365,521 6,078,365,521

Loans and Advances to Banks 1,625,856,443 1,625,856,443

Loans and Advances to 
Customers

46,483,553,791 45,459,525,213 1,024,028,578 Due to diff erence in Impairment 
Policy

Investment Securiti es 8,449,820,208 8,449,820,208

Current Tax Assets 300,791,522 300,791,522

Property and Equipment 1,684,760,738 1,684,760,738

Intangible Assets 80,368,112 80,368,112

Deferred Tax Assets 87,873,011 87,873,011

Other Assets 2,186,452,727 1,638,128,246 548,324,481 Due to diff erence in Staff  Loans 
and Advances recogniti on, interest 
revenue and receivable recogniti on

Total Assets 66,977,842,073 65,405,489,014 1,572,353,059

LiabiliƟ es NFRS Balance NRB Balance Diff erence Remarks

Resources from Central Bank 33,578,077 33,578,077

Deposits from Banks 2,501,906,804 2,501,906,804

Deposits from Customers 51,716,674,651 51,716,674,652

Debt Securiti es Issued 498,148,814 500,000,000 (1,851,186) Due to debt recogniti on as per amor-
ti zed cost method

Provisions 173,627,534 173,627,535

Deferred Tax Liabiliti es

Other Liabiliti es 1,029,301,991 1,091,015,300 (61,713,309) Due to Lease Liability booked as per 
SLM method and proposed bonus 
shares included in NRB fi nancials

Total liabiliƟ es 55,953,237,871 56,016,802,368 (63,564,497)

Equity

Share Capital 6,921,689,662 8,029,160,009 (1,107,470,347) Due to proposed bonus share recog-
nized in NRB Financials only

Retained Earnings 2,287,070,651 118,169,131 2,168,901,520 Due to cumulati ve eff ect of NFRS 
adjustments vis-à-vis NRB fi nancials

Reserves 1,815,843,890 1,241,357,507 574,486,383

Total Equity AƩ ributable to 
Equity Holders

11,024,604,203 9,388,686,647 1,635,917,556

Non-Controlling Interest

Total Equity 11,024,604,203 9,388,686,647 1,635,917,556

Total LiabiliƟ es and Equity 66,977,842,073 65,405,489,014 1,572,353,059
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5.22.2. Statement of Profi t or Loss
Amount in NPR

 NFRS Balance NRB Balance Diff erence Remarks

Interest Income 4,960,197,979 4,926,555,964 33,642,015  Due to Finance income on 
subsidized advances to staff s and 
diff erence in interest recogniti on on 
Loans and advances on accrual basis 
in NFRS fi nancials 

Interest Expense 3,169,957,746 3,169,544,646 413,100  Due to interest recogniti on of 
debenture as per amorti zed cost 
method 

Net Interest Income 1,790,240,233 1,757,011,318 33,228,915  

Fee and Commission Income 468,614,552 468,614,552

Fee and Commission Expense 37,071,648 37,071,648

Net Fee and Commission 
Income

431,542,904 431,542,904

Net Interest, Fee and 
Commission Income

2,221,783,137 2,188,554,222 33,228,915  

Net Trading Income 182,492,690 82,492,690 -

Net Income on Financial 
Instruments at FVTPL

22,649,140 31,204,640 (8,555,500)  Due to business combinati on in fair 
value in NFRS fi nancials 

Net Other Operati ng Income 721,735,695 68,508,504 653,227,191  Due to gain on bargain purchase on 
business combinati on 

Total OperaƟ ng Income 3,148,660,662 2,470,760,057 677,900,606  

Net Impairment on Financial 
Assets

(61,516,994) 312,095,121 (373,612,115)  Due to diff erence in impairment loss 
allowance policy in NFRS and NRB 

Net OperaƟ ng Income 3,087,143,668 2,782,855,178 304,288,491  

OperaƟ ng Expense

Personnel Expenses 603,845,240 597,336,448 6,508,792  Due to fi nance expenses/ income 
booked as per NFRS on subsidized 
loan to staff s 

Operati ng Lease Expenses 50,015,100 49,578,264 436,836  Due to Lease expense booked on 
SLM basis in NFRS fi nancials 

Depreciati on and 
Amorti sati on

94,176,350 196,221,448 (102,045,098)  Due to goodwill writt en off  in NRB 
fi nancials 

Other Expenses 361,611,191 361,611,191

Profi t Before Income Tax 1,977,495,787 1,578,107,827 399,387,961  

Income Tax Expense 496,446,278 496,446,278 -

Profi t for the Period 1,481,049,509 1,081,661,549 399,387,961  Due to cumulaƟ ve eff ect of NFRS 
adjustments vis-à-vis NRB fi nancials 
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Other Comprehensive 
Income, Net of Income Tax

Fair Value Reserve 
(Investment in Equity 
Instrument):

Net Change in Fair Value

Net Amount Transferred to 
Profi t or Loss

Net Acturial Gain/Loss on 
Defi ned Benefi t Plans

28,266,600 28,266,600

Other Comprehensive 
Income for the Period, Net of 
Income Tax

28,266,600 28,266,600

Total Comprehensive Income 
for the Period

  1,509,316,109   1,109,928,149 399,387,961  Due to cumulaƟ ve eff ect of NFRS 
adjustments vis-à-vis NRB fi nancials 

5.23. Risk Assessment and Management

 S.N. Risk Factors MiƟ gants Monitored By

1 Credit Risk  ● Counterparty Risk
 ● Concentrati on Risk
 ● Securiti zati on Risk

 ● Independent and ongoing credit quality review
 ● Limiti ng credit exposures
 ● Problem credit management system
 ● Diversifi cati on of risk asset portf olio among several 

sectors and sub sectors of the economy over a large 
number of customers

 ● Deposit of borrower in Bank, cash margin and 
additi onal collateral at individual level

 ● Proper valuati on, storage, maintenance and 
insurance of collaterals.

 ● Board of Directors (BOD)
 ● Risk Management 

Committ ee (Board Level 
Committ ee)

 ● Credit Risk Management 
Department

 ● Compliance Department
 ● NRB inspecti on team
 ● Internal Audit 

Department

2 Market Risk  ● Interest Rate Risk
 ● Equity Risk in Banking 

Book
 ● Foreign Exchange Risk

 ● Selecti ve and momentary hedging
 ● Stress testi ng/simulati on of market conditi ons
 ● Gap Analysis
 ● Limiti ng trading acti vity of instruments in the 

diff erent markets
 ● Regular review of risk management processes
 ● Regular review of Risk Tolerance and appeti te limit.
 ● Measurement of Equity price shocks.
 ● Measurement of Interest rate Shocks
 ● Interest rate related Risk Monitoring.

 ● BOD
 ● Risk Management 

Committ ee
 ● Assets and Liabiliti es 

Management 
Committ ee (ALCO)

 ● Internal Audit 
Department

3 Liquidity 
Risk

 ● Deteriorati on in quality of 
credit portf olio

 ● Concentrati ons in either 
assets or liabiliti es

 ● Rapid asset growth 
funded by highly volati le 
large deposits

 ● A large size of off -balance 
sheet exposure

 ● Appropriate compositi on of assets and liabiliti es
 ● Diversifi ed and stable sources of funds
 ● Access to inter-Bank market
 ● Conti ngency funding plan for crisis situati ons
 ● Regular stress testi ng
 ● Cushion of liquid assets held
 ● Consistent analysis using liquidity rati os
 ● Review of Deposit Mix Concentrati on.

 ● BOD
 ● ALCO
 ● Treasury department
 ● Internal Audit 

Department
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4 Operati onal 
Risk

 ● Inadequate internal 
system and controls

 ● Inadequate management 
of informati on systems

 ● Corporate Governance 
 ● Inadequate safeguarding 

of physical assets
 ● Unforeseen unfavourable 

external events
 ● System failures
 ● Legal Risk

 ● Well defi ned, documented and updated process, 
manuals and policies.

 ● Eff ecti ve Operati onal Risk Management Framework
 ● Eff ecti ve Operati onal Risk Management Policy
 ● Periodic evaluati on based on internal and external 

changes
 ● Regular assessment of risk through maintenance of 

Operati onal loss database.
 ● Reinforced organisati onal ethics
 ● Appropriate segregati on of duti es and control
 ● Adequate insurance coverage
 ● Conti nuous development and upgrading of strategic 

informati on and communicati on systems

 ● BOD
 ● Risk Management 

Committ ee
 ● Operati onal Risk 

Management 
Committ ee

 ● Audit Committ ee
 ● Internal Audit 

Department
 ● Line Management

5 Strategic 
Risk

 ● Inappropriate choice and 
unclear strategy

 ● Failure to properly 
execute strategy

 ● Inability to respond to 
abrupt changes or fast 
moving conditi ons

 ● Incompati ble strategy 
goals and resources 
deployed

 ● Undertaking of 
unsuccessful acquisiti ons 
or mergers

 ● In depth study of the subject matt er
 ● Regular performance review to align with long term 

goals
 ● Use of integrated Decision Support System (DSS)
 ● Market and competi tor analysis
 ● Good corporate governance, business ethics, staff  

code of conducts, maintaining good relati onships 
with stakeholders, etc.

 ● BOD
 ● Other sub-committ ees
 ● Internal Audit 

Department
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