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Shree Investment & Finance Co. Ltd.
Explanatory Notes, Disclosures and Additional Information: FY 2078-79

5. Disclosures and Additional Information

5.1 Risk Management

Risk Management structure of the Company has set clear separation between business function and risk
management function. Accordingly, the Company has set up a separate Risk Management Committee
(RMC) headed by Director as Coordinator of RMC. The RMC evaluate overall risk faced and determined
the level of risks which will be in the best interest of the Company. RMC oversees global, macro, micro
and departmental level risk that arise out of daily business operation as well as on periodic basis and
are put to the oversight of Senior Management, Risk Management Committee and the Board to discuss
the reports thereon and issue instructions as appropriate. The RMC also develops the mechanism for
assessing and reviewing its risk management policies, processes and procedures for individual risk
elements, at a regular interval, based on the main findings of the monitoring reports and the results of
analysis of developments from external market changes and other environmental factors.

Board

Risk Management Committee CEO

| |
Compliance Officer Deputy CEO

Operation Incharge

Figure: Risk Management — Structure
i. Risk Management Committee

Board of Directors is the apex and supreme authority of the Company and is responsible to
frame and implement robust policies and framework for effective compliance of regulation and
direction issued by the regulatory authority. BOD ensures the strategies, policies and procedure
is in accordance with the risk appetite/tolerance limit for effective management of risk within
the Company. The board understands the nature of risk of the company, and periodically
reviews reports on risk management, including policies and standards, stress testing, liquidity
and capital adequacy through the reporting by the Risk Management.

Pursuant to the NRB directive on corporate governance, the Company has established Risk
Management Committee with well-defined terms of reference in line the NRB directive. At
least four quarterly meeting is conducted on annual basis however number of meeting can be
increased as per the requirement. The committee supervises overall risk management of the
Company broadly classified as liquidity risk, market risk, operational risk, credit risk and residual
risk.

ii. Risk Governance

Company has prepared and implemented policies and procedures to mitigate the risk at
enterprises level arising to the company and has inculcated risk culture among the employees by
establishing ownership mentality, capacity building programs, well defined job responsibilities
and inhabiting good ethical culture.
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Through its Risk Management Framework, the Company seeks to efficiently manage credit,
market and liquidity risks which arise directly through the Company’s commercial activities as
well as operational, regulatory and reputational risks which arise as a normal consequence of any
business undertaking.

The Risk Management Committee is responsible for the establishment of, and compliance with,
policies relating to management risk, supply risk, production risk, demand risk and collection risk.

The Company'’s risk governance structure is such that the responsibility for maintaining risk within
the Company’s risk blanket is cascaded down from the Board to the appropriate functional, client
business, senior management and committees. Information regarding material risk issues and
compliance with policies and standards is communicated through the business, functional, senior
management and committees.

iii. Risk Management Policy Guidelines

The Company does not have separate Risk Management Policy for overall risk management
function. However, the Company follows Nepal Rastra Bank’s Risk Management Guidelines, 2010
in order to provide a framework for ensuring setting up of systematic Risk Management function
at Shree Investment and Finance Company limited. NRB's “Risk Management Guidelines, 2010" is
a foundation stone towards identification, measurement, monitoring and control of all the major
risks that the company is exposed. “Risk Management Guidelines, 2010” of the NRB provides
guidance for designing the Risk Management Process and the same includes policies, standards,
methodologies, procedures and limits for the implementation of the process.

iv. Internal Control

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

The Board has set policies and procedures of risk identification, risk evaluation, risk mitigation and
control/monitoring, in line with the NRB directives has effectively implemented the same at the
Company.

The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its
Committees, Management and Internal Audit (outsourced to external party).

The Internal Audit monitors compliance with policies/standards and the effectiveness of internal
control structures across the Company through regular audit, Off Site review, AML/CFT/KYC audit
and Risk based Internal Audit (RBIA) approach. The audits observations are reported to the Chief
Executive Officer and Business Heads for initiating immediate corrective measures. Internal Audit
reports are periodically forwarded to the Audit Committee for review and the committee issues
appropriate corrective action in accordance with the issue involved to the respective department,
regional offices or branch offices.

v. Riskldentified and its mitigation
B Credit Risk

Credit risk is the probability of loss of principal and reward associated with it due to failure of
counterparty to meet its contractual obligations to pay the Company in accordance with agreed
terms. The Credit Policy Guideline have been prepared in order to mitigate/minimize the credit
risk of the Company through appropriate monitoring and reporting framework established within
the Company.

Company has implemented various System/ Policies/ Procedures/ Guidelines for the effective
management of Credit Risk. For the purpose of assessment of credit risk of the company, following
activities were carried out:
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Current system/policies/procedures/guidelines formulated were gone through;

« Actual Exposure of credit limit product wise, segment wise were checked against Risk
Appetite, tolerance limit mentioned in Respective Product Paper Guidelines and Credit
Policy;

«  Review of various reports prepared by the Departments such as Monitoring Report, Loan
Overdue Report, Loan Report, NRB reports and risk assessment reports.

Risk Management Committee (RMC) is ultimately the responsibility of the Board of Directors
hence Overall strategy as well as significant policies has to be reviewed by the board regularly.
Further, Senior Management is responsible for implementing the company’s credit risk
management strategies and policies and ensuring that procedures are put in place to manage
and control credit risk and the quality of credit portfolio in accordance with these policies.

Company has following framework in place for the management of credit risk:
«  Board of Directors of the Company has approved Credit Policy.

The Board of Directors has approved product papers which need to be approved by the
Board of Directors as per regulatory requirement.

The Board level Risk Management Committee reviews various credit risks reported by the
management and recommends the Board for management of identified credit risk.

«  Credit Department directly manages accounts with sustained deterioration along with all
collection related activities.

Following major policies and procedural guidelines has been reviewed/approved and
implemented to manage the Credit Risk.

Credit Policy, 2070

«  Product papers for financing in personal Housing Loan, SME loan, Real Estate loan, Personal
Loan, Agricultural Loan, Business Finance Loan, Deprived Sector Loan, Education Loan, Hire
Purchase Loan, Share Loan.

«  Loan Write off Bylaws, 2073
Guidelines on Small and Medium Enterprises Loan

Further, the Company has Credit Departments in place which are responsible for performing
prescribed activities related to credit. Primary responsibility for management of credit risk lies
with the Credit departments. Department is also responsible to perform the activities as per
existing internal control system established in line with the prescribed policies, guidelines and
procedures for management of credit risk.

Credit Risk Management is ultimately the responsibility of the Board of Directors Hence Overall
strategy as well as significant policies has to be reviewed by the board regularly. Further, Senior
Management is responsible for implementing the Company’s credit risk management strategies
and policies and ensuring that procedures are put in place to manage and control credit risk and
the quality of credit portfolio in accordance with these policies.

i. Maximum exposure to credit risk

The Company has financial assets consisting mainly of loans & advances and investments at
amortized cost. In these cases, the maximum exposure to credit risk is the carrying amount of
the related financial assets.

ii. Credit quality of neither past due nor impaired nor past due or impaired

The table below shows the credit quality by class of asset for all financial assets exposed to
credit risk, based on the Company’s internal credit rating system.
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NPR in million

Financial Assets

Assets carried at Amortised Cost

Cash and cash equivalent 653 - - - - 653
Due from Nepal Rastra Bank 208 - - - - 208

Placement with Bank and Financial = - - - - _
Institutions

Loans and advances 5,409 36.25 5.83 15 12.65 5,479
Fair Value through Profit and Loss (FVTPL)

Derivative financial instruments. - - - - - -
Fair Value through Other

Comprehensive Income (FVTOCI)

Investment securities 2,536 - - - - 2,536
Investment in subsidiaries - - - - -

Total 8,807 36 6 15 13 8,877

B Operational Risk

Operational Risk is defined as the risk of potential loss resulting from inadequate or failed internal
processes, people and systems or from the impact of external events, including legal risks
for the company. Operational Risk is pervasive across all the functions of the Company and is
influenced by all resources, including human resource, systems and procedural designs, deployed
by the Company to carry out those functions. Operational Risk can be caused by both internal
and external sources such as fraud, business interruptions, system failures, damage to physical
infrastructure, failure in execution and service delivery, inherent risks in products, customers,
inadequacy in procedures or flawed process designs, and business practices. The risk can occur in
any business function or the business supporting functions.

The Company is committed to be governed with a strong culture of risk management and ethical
business practices and therefore to averse it from potentially damaging operational risk events
and is in a sound position to deal effectively with those events that do occur. The actions of the
board and senior management, and policies, processes and systems provide the foundation for a
sound risk management culture

Company seek to minimize our exposure to operational risk by use of key control standards, key
control self-assessments and key risk indicators as toolkits to identify, assess, monitor and control
operational risk events through timely acknowledgement of emerging threats and underlying
vulnerabilities. The Company shall also ensure highest level of governance standards and
adherence to Code of Conduct and robust compliance to all regulatory as well as the Company’s
internal policy, procedures and guidelines.

Effective policies, procedural guidelines and standard operating procedure are crucial tools for
sound risk management. Therefore, adequacy and effectiveness of the policies and procedures
and their effective implementation is closely monitored by the department to ensure that they
have continuing relevance in line with regulatory requirement and adjusts to dynamic risk
environment of the industry.
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Following major existing Policies/ guiding documents having close bearing with management
of operation risk has been reviewed/approved and implemented:

++ Operating Manual for Cash Department, 2066

« Branch/ Department Establishment and Operation Policy, 2073

« KYC Policy and Manual, 2073

« Internal Audit Manual, 2065

+ Investment Policy, 2070

+« Financial Administration By-law, 2073

< Employee Service By-laws, 2074

+ Election By Laws, 2064

« Computer and Information Policy and Manual, 2066

«* Money laundering Policy and Manual, 2073

« Cash Management Manual, 2066

+ Policy and Procedural guidelines for Anti-Money Laundering, 2076
« Operation Guidelines, 2076

+ Operation Guidelines on Saving Account of each Nepali Citizens, 2076
+ Internal Audit Directive 2065

+«+ Corporate Social Responsibility Policy 2075

«* Mobile Banking Policy 2078

+ Removeable Media Policy 2078

+ Business Continuity/ Disaster Recovery Plan

B Market Risk & Liquidity Risk

Market risk refers to the risk to a Company resulting from movements in market prices, in
particular, changes in interest rates, foreign exchange rates, and equity and commodity prices.
Market risk is defined as the risk of losses in on and off-balance sheet positions arising from
movements in market prices. The risks subject to this requirement are:

a. Interest Rate Risk: Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates.

b. Currency Risk: Foreign exchange risk is the potential for the Company to experience
volatility in the value of its assets, liabilities and solvency and to suffer actual financial
losses as a result of changes in value between the currencies of its assets and liabilities and
its reporting currency.

¢.  Equity Price Risk: Equity price risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in equity prices (other than those
arising from interest rate risk or currency risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or by factors affecting all similar
financial instruments traded in the market.

The major sources of market risk for the company are interest rate risk, currency risk and
equity price risk. Company identifies and manage these risks as per the laid down policies and
procedures. The company regularly assess and monitor the financial position and transaction
of the Company. Movement of Company’s interest yield, cost and spread is calculated and
analyzed on daily basis to identify, assess and mitigate possible risk exposure.

In order to evaluate the liquidity position, Company has been calculating and evaluating
liquidity ratio. Major inflows/outflows having impact on the liquidity is monitored. Transactions
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which have material impact on the liquidity position of the Company are communicated without
any delay to relevant department that manages fund. Also, regulatory limit of credit deposit position
is also monitored.

The following table depicts the maturity profile of the investment portfolio on an undiscounted
cash flow basis which is designed and managed to meet the required level of liquidity as and when
liquidity outgo arises, taking into consideration the time horizon of the financial liabilities of the
business.

Amount in NPR Million

3t06 6 months
months | to1year

Particulars

Assets
Cash and cash equivalent 653 - - - 653
Due from Nepal Rastra Bank 208 - - - 208

Placement with Bank and Financial Institutions - - - - -

Derivative financial instruments. - - - - _

Other trading assets - - - - -
Loans and advances 1,331 553 1,935 1,659 5,479
Investment Securities 2,536 - - - 2,536

Investment in subsidiaries - - R i _

Investment in associates = - - - -

Other assets 9 - - - 9
Total 4,738 553 1,935 1,659 8,886
Liabilities

Due to Bank and Financial Institutions 335 - - - 335
Due to Nepal Rastra Bank 867 - - - 867
Derivative financial instruments - - - -
Deposits from customers 809 350 1,566 3,693 6,418
Borrowing - = - - -
Other liabilities 79 - - - 79
Debt securities issued - - - -
Total 2,091 350 1,566 3,693 7,699
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5.2 Capital Management

5.2.1Qualitative disclosures
The Company assesses and maintains primary and secondary capital as per Form No 1.1 and 1.2 provided
in NRB Directive 1.

The Company maintains an actively managed capital base to cover risks inherent in the business and is
meeting the capital adequacy requirements of the Nepal Rastra Bank. The adequacy of the Company'’s
capital is monitored using, among other measures, the rules and ratios established by the Basel Committee
and adopted by the Nepal Rastra Bank.

The Company'’s policy is to maintain a strong capital base to maintain investor, creditor and market
confidence and sustain the future development of the business.

The Company has complied with Capital Adequacy requirement of the Nepal Rastra Bank.
The Company’s regulatory capital consists of the following elements

Tier 1 Capital or Core Capital, which includes Paid Up Capital, Statutory General Reserves, Capital
Redemption Reserve, Retained Earnings and deductions of Deferred Tax Assets, Miscellaneous
expenditure not written off, Investment in equity of institutions with financial interests

Tier 2 Capital or Supplementary Capital, which includes General Loan Loss Provision, Exchange
Equalization Reserves, Subordinated Term Debt, Investment Adjustment Reserve, Other Reserve

Regulatory minimum paid up capital

Finance companies were required by the Monetary Policy 2015/16 to attain a stipulated minimum paid
up capital of NPR 800million by mid-July 2017. As on the reporting date, the Company’s paid up capital
stood at NPR 958.67 million (Previous Year NPR 890.13 million) and is in compliance with the requirement.

5.2.2 Quantitative disclosures

a) Capital Structure and Capital Adequacy
i. Tier 1 capital and a breakdown of its components

Paid up Equity Share Capital 958,675 890,135
Irredeemable Non-cumulative preference shares - -
Share Premium - -
Proposed Bonus Equity Shares - -
Statutory General Reserves 244,664 225,037
Retained Earnings 74,592 99,438
Un-audited current year cumulative profit/(loss) - -

owQu —+~ o O N T

Capital Redemption Reserve - -

Capital Adjustment Reserve - -
Dividend Equalization Reserves - -

=~ —

Other Free Reserve - -

Less: Goodwill - R
Less: Deferred Tax Assets - -

3

Less: Fictitious Assets - -

>

Less: Investment in equity in licensed Financial Institutions - -
Less: Investment in equity of institutions with financial interests - -

o T O

Less: Investment in equity of institutions in excess of limits > =
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This Year Previous Year
r  Less: Investments arising out of underwriting commitments
s Less: Reciprocal crossholdings - -
t  Less:Purchase of land & building in excess of limit and unutilized 70,302 70,302
u Less: Other Deductions - -
Adjustments under Pillar Il
SRP 6.4a(1) Less: Shortfall in Provision - -

SRP 6.4a(2) Lesss Loans & EaC|I|t|es gxtended to related ) ]
parties and restricted lending

Core (Tier 1 Capital) 1,207,629 1,144,308

ii. Tier 2 capital and a breakdown of its components

E N
(NPR in ‘000) (NPR in ‘000)
a Cumulative and/or Redeemable Preference Share
b Subordinated Term Debt - -
(6 Hybrid Capital Instruments = -
d General loan loss provision 70,982 58,666
® Exchange Equalization Reserve S -
f Investment Adjustment Reserve 849 849
g Asset Revaluation Reserve - -

h

Other Reserves - -

Total Supplementary Capital 71,831 59,515

The Company has not issued any subordinated term debt.

iii. Total qualifying capital

Particulars This Year Previous Year
(NPR in ‘000) (NPR in ‘000)

a Core Capital 1,207,629 1,144,308
b Supplementary Capital 71,831 59,515
Total Qualifying Capital (Total Capital Fund) 1,279,460 1,203,823

IV. Capital Adequacy Ratio

This Year Previous Year
Ratio (%) Ratio (%)

A Core Capital 19.07 23.67
B Supplementary Capital 1.14 1.23
Total Qualifying Capital (Total Capital Fund) 20.21 24.90

v. Summary of Company’s internal approach to assess the adequacy of capital to support
current and future activities, if applicable

The Company prepares Budget and Strategy and to achieve the long term plans the Company
prepares annual Budgets/ Operating/ Tactical plans as stipulated in the Budget Policy and strategy
Document of the Company. To ensure that the Company’s capital adequacy commensurate to
demand of the Company'’s capital required by the business planning, the Management and the
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Board prudently and proactively engage on ongoing process of capital and risk assessment,
stress testing and scenarios testing, monitoring and reporting.

The Company follows Stress Testing Guidelines issued by Nepal Rastra Bank in order to assess
the vulnerability of the Company under various stress situations typically, application of “what
if” scenarios, especially in the problematic identification of low frequency but high severity
events and identifying expected and unexpected losses. It focuses on capturing the impact
of large, but still plausible events and understanding the overall risk profile in a coherent and
consistent framework, including impact analysis on earnings, solvency and liquidity.

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

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

b) Risk Exposures

i. Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

A Risk Weighted Exposure for Credit Risk 5,609,914
B Risk Weighted Exposure for Operational Risk 453,968

C  Amount to be maintained for Market Risk
Total Risk Weighted Exposure (Before adjustments of pillar Il) 6,063,881

Adjustments under Pillar Il

Add RWE equivalent to reciprocal of capital charge of 3 % of gross income. 85,314
Overall risk management policies and procedures are not satisfactory. Add 3% of RWE 181,916
Total Risk Weighted Exposures 6,331,112
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Risk Weighted Exposure for Credit Risk
At the month end of Ashadh, 2079
(Rs. in 000)

0 Risk
Book Value Specific | pioible CRM | NetValue | RiskWeight | Weighted
A. Balance Sheet Exposures Provision Exposures

—-_—m—

Cash Balance 79,706 79,706

Balance With Nepal Rastra Bank 208,196 208,196 0%
Gold 0%
Investment in Nepalese Government Securities 2,334,350 2,334,350 0%
All Claims on Government of Nepal 0%
Investment in Nepal Rastra Bank securities 0%
All claims on Nepal Rastra Bank 0%
Claims on Foreign Government and Central Bank (ECA 0-1) 0%
Claims on Foreign Government and Central Bank (ECA -2) 20%
Claims on Foreign Government and Central Bank (ECA -3) 50%
Claims on Foreign Government and Central Bank (ECA-4-6) 100%
Claims on Foreign Government and Central Bank (ECA -7) 150%
Claims On BIS, IME ECB, EC and MDB’s ™
recognized by the framework

Claims on Other Multilateral Development Banks 100%
Claims on Domestic Public Sector Entities 100%
Claims on Public Sector Entity (ECA 0-1) 20%
Claims on Public Sector Entity (ECA 2) 50%.
Claims on Public Sector Entity (ECA 3-6) 100%
Claims on Public Sector Entity (ECA 7) 150%
Claims on domestic banks that meet capital

adequacy requirements 573,741 573,741 20% 114,748.20
Claims on domestic banks that do not meet 100%
capital adequacy requirements

Claims on foreign bank (ECA Rating 0-1) 20%
Claims on foreign bank (ECA Rating 2) 50%
Claims on foreign bank (ECA Rating 3-6) 100%
Claims on foreign bank (ECA Rating 7) 150%

Claims on foreign bank incorporated in SAARC
region operating with a buffer of 1% above their 20%
respective regulatory capital requirement

Claims on Domestic Corporates (Credit rating

80%

score equiv. to AAA)
Claims on Domestic Corporates (Credit rating 45%
score equiv. to AA+ to AA-) ’
Claims on Domestic Corporates (Credit rating 90%
score equiv. to A+ to A-) '
Claims on Domestic Corporates (Credit rating L00%
0

score equiv. to BBB+& below)
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A. Balance Sheet Exposures

Claims on Domestic Corporates (Unrated)
Claims on Foreign Corporates (ECA 0-1)
Claims on Foreign Corporates (ECA 2)
Claims on Foreign Corporates (ECA 3-6)
Claims on Foreign Corporates (ECA 7)
Regulatory Retail Portfolio (Not Overdue)

Claims fulfilling all criterion of regularity retail
except granularity

Claims secured by residential properties
Claims not fully secured by residential properties

Claims secured by residential properties
(Overdue)

Claims secured by Commercial real estate

Past due claims (except for claims secured by
residential properties)

High Risk claims
Lending Against Securities (Bonds)

Investments in equity and other capital
instruments of institutions listed in stock
exchange

Investments in equity and other capital
instruments of institutions not listed in the stock
exchange

Staff loan secured by residential property

Interest Receivable/claim on government
securities

Cash in transit and other cash items in the process
of collection

Other Assets (as per attachment)
TOTAL (A)

B. Off Balance Sheet Exposures

Bid Bond, Performance Bond and Counter
guarantee domestic counterparty

Other Contingent Liabilities

Irrecoverable Credit Commitments (Short Term)
Irrecoverable Credit Commitments (Long Term)
TOTAL (B)

Total RWE for credit Risk Before Adjustment
(A) +(B)

Adjustments under Pillar II

Book Value

1,312,797

1,714,775

99,050

900,238

5,073
694,218
28,290
410,700

364,647

97,709

752

40,690

31,188

183,845
9,079,967

Book Value

800

254
111,582
798,257
910,894

9,990,860

Specific

Provision

209,080

21,550

1,001
22,552 209,080

Specifi
PECTIC ™ Bligible CRM
Provision

22,552 209,080

SRP 6.4a(3) - Add 10% of the loans & facilities in excess of Single Obligor Limits to RWE

SRP 6.4a(4) - Add 1% of the contract (sale) value in case of the sale of credit with recourse to RWE

Total RWE for Credit Risk after Bank’s
adjustments under Pillar II

9,990,860

22,552

209,080

d=a-b-c
1,312,797

1,505,695

99,050

900,238

5,073
694,218
6,739
410,700

364,647

97,709

752

40,690

31,188

182,844
8,848,335

Net Value

800

254
111,582
798,257
910,894

9,759,229

9,759,229

Eligible CRM Risk Weight

IS R

100%
20%
50%

100%

150%
75%

100%

60%
150%

100%
100%
150%
150%

100%

100%

150%
50%
0%

20%

100%

Risk Weight

40%

100%
20%
50%

Risk

Weighted
Exposures

e

1,312,797

1,129,271

99,050

540,143

5,073
694,218
10,109
616,050

364,647

97,709

1,129

20,345

182,844
5,187,894

RWE

320

254
22,316
399,129
422,019

5,609,914

5,609,914

R0
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Risk Weighted Exposure for Operational Risk
At the month end of Ashadh, 2079

Particulars

Net Interest Income

Commission and Discount Income
Other Operating Income
Exchange Fluctuation Income

Addition/Deduction in Interest Suspense
during the period

Gross income (a)
Alfa (b)

Fixed Percentage of Gross Income
[c=(axb)]

Capital Requirement for operational risk
(d) (average of c)

Risk Weight (reciprocal of capital require-
ment of 10%) in times (e)

Equivalent Risk Weight Exposure [f=(dxe)]

(Rs. in '000)
Fiscal Year
2075/076 2076/077 2077/078
258,527.50 259,385.10 216,382.22
36,991.98 38,050.08 25,684.92
3,139.40 4,655.49 54,815.97
1,160.84 21,644.12 (12,501.71)
299,819.72 323,734.78 284,381.39
15% 15% 15%
44,972.96 48,560.22 42,657.21
45,396.79
10
453,967.94

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

1

)

Total Credit and Investment (net of Specific
Provision) of releted month

Capital Requirement for Operational Risk (5%
of net credit and investment)

Risk Weight (reciprocal of capital requirement
of 11%) in times

Equivalent Risk Weight Exposure (g)
Equivalent Risk Weight Exposure [h=f+(g]

Amount of NPAs (both Gross and Net)

FY 2021-22 FY 2020-21
Amount in NPR ‘000’ Amount in NPR ‘000’

9.09

453,967.94

Provi-
sion

Restructured / Reschedule Loans

Sub Standard Loans 5,833
Doubtful Loans 14,876
Loss 12,654
Total NPAs 33,363

9,850 1,231 8,619
1,458 4375 6,480 1,620 4,860
7,438 7438 1,171 586 585
12,654 - 23,102 23,102 -
21,550 11,813 40,603 26,539 14,064
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5.3 Classification of financial assets and financial liabilities

Financial assets

As at 16 July 2022

As at 15 July 2021

Assets

Assets carried at Amortised Cost

Cash and cash equivalent

Due from Nepal Rastra Bank

Placement with Bank and Financial Institutions

Loans and advances to customers

Fair Value through Profit and Loss (FVTPL)

Derivative financial instruments.

4.1
4.2
4.3
4.7

4.4

653,447,470
208,195,939

5,088,215,765
5,949,859,175

Fair Value through Other Comprehensive Income (FVTOCI)

Investment securities

Investment in subsidiaries

Liabilities

Liabilities carried at Amortised Cost
Due to Bank and Financial Instituions
Due to Nepal Rastra Bank

Deposits from customers

Debt securities issued

Fair Value through Profit and Loss (FVTPL)

Derivative financial instruments

4.8
41

4.17
4.18
4.2
4.24

4.19

2,536,429,204

2,536,429,204

334,861,438
867,441,661
6,417,561,607

7,619,864,706

653,447,470
208,195,939

5,088,215,765
5,949,859,175

2,536,429,204

2,536,429,204

334,861,438
867,441,661
6,417,561,607

7,619,864,706

494 287,541
212,315,251

4,287,464,301
4,994,067,093

2,441,864,964

2,441,864,964

658,619,490

5,884,292,468

6,542,911,958

Carrying : Carrying

494 287,541
212,315,251

4,287,464,301
4,994,067,093

2,441,864,964

2,441,864,964

658,619,490

5,884,292,468

6,542,911,958

R
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5.3.1 Fair Value Hierarchy of Financial Assets and Financial Liabilities
Amount in NPR

Fair value

Hierarchy As at As at

15 July 2021

16 July 2022

(Level)
Fair Value through profit and loss
Financial Assets
Forward exchange Contract held for trading - -
Financial Liabilities
Forward exchange Contract held for trading - -
Fair Value through Other Comprehensive Income
Financial assets
Investment securities at OCI

- Quoted equity securities 1 170,138,503 172,765,717
- Unquoted equity securities 3 752,500 752,500
Investment in subsidiaries - -
Total 170,891,003 173,518,217

Financial Instruments held at amortised cost

As at As at
16 July 2022 15 July 2021

Financial assets

Debt securities 3 - -
Government bonds 3 2,298,468,200 2,268,346,747
Government treasury bills 3 67,070,000 -
Nepal Rastra Bank bonds 3 = =
Loan and advances to B/Fls 3 390,358,500 262,048,500
Loans and advances to customers 3 5,088,215,765 4,287,464,301
Accounts receivable 1,307,542 71,675,531
Accrued Income - -
Total 7,845,420,008 6,889,535,080
Financial liabilities

Due to Bank and Financial Instituions 3 334,861,438 658,619,490
Due to Nepal Rastra Bank 3 867,441,661 -
Deposits from customers 3 6,417,561,607 5,884,292,468
Borrowing 3 = =
Provisions 3 - -
Other liabilities 3 79,016,720 56,791,507
Debt securities issued 3 - -
Subordinated Liabilities 3 - -
Total 7,698,881,425 6,599,703,465
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5.4 Segment Analysis

5.4.1 General Information
The Company’s segmental reporting is in accordance with NFRS 8, Operating Segments.
Operating segments are reported in a manner consistent with the internal reporting provided
to the company’s top-level management, which is responsible for allocating resources and
assessing performance of the operating segments.

5.4.2 Information about profit or loss, assets and liabilities

In NPR

Revenue from external customers 492,811,501 335,250,320 828,061,821
Intersegment revenues - - -
Net Revenue 492,811,501 335,250,320 828,061,821
Interest Revenue 468,111,002 320,267,240 788,378,242
Interest Expenses 355,337,954 216,420,592 571,758,546
Net Interest revenue 112,773,048 103,846,648 216,619,696
Depreciation and amortization 10,966,213 2,819,729 13,785,942
Segment profit/(loss) 96,418,612 30,002,531 126,421,143
Entity’s interest in the profit or loss of associates

accounted for using equity method

Impairment of assets 41,446,734 52,898,488 94,345,222
Segment assets 6,199,063,860 2,854,387,026 9,053,450,886
Segment liabilities 4,949,842,456 2,768,967,591 7,718,810,047
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5.4.3 Reconciliation of reportable segment revenues, profit or loss, assets and liabilities

In NPR
Revenue Amount
Total revenue for reportable segments 828,061,821
Other revenues -
Elimination of intersegment revenues -
Entity’s revenues 828,061,821
Profit or loss
Total profit or loss for reportable segment 126,421,143
Other profit or loss -
Elimination of intersegment profits -
Unallocated amount -
Profit before income tax 126,421,143
Assets
Total assets for reportable segments 9,053,450,886
Other assets -
Unallocated amounts -
Entity’s assets 9,053,450,886
Liabilities
Total liabilities for reportable segments 7,718,810,047
Other liabilities -
Unallocated liabilities -
Entity’s liabilities 7,718,810,047
Information about geographical areas
Interest Income 78,569,545 528,437,499 76,132,077 100,248,524 4,990,598 788,378,242
Fees & Commission Income 2,520,288 26,019,755 3,068,231 3,870,243 487,938 35,966,454
Other Operating Income 44187 2,863,604 574,320 204,108 30,906 3,717,125
Total Revenue 81,134,019 557,320,858 79,774,628 104,322,874 5,509,441 828,061,821
Percentage (%) 9.80% 67.30% 9.63% 12.60% 0.67% 100.00%

5.4.4 Information about major customers
The Company does not have any major customers which accounts for more than 10% of entity’s
revenue.

5.5 Share Options and Share based Payment
The Company does not have a policy for share options to its employees. Similarly, during the year the
Company has not made any payments or settlements by issuing new shares to its employees.

5.6 Contingent Liabilities and Capital Commitment
Details of contingent liabilities and commitments are given in note 4.28.

5.6.1 Income Tax Liability
The Company has received assessment order from Inland Revenue Department (IRD) on the
income tax return filed under self-assessment for the financial year2051/52, 2052/53, and
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2053/54assessing additional tax liability of Rs 1,070,247.98. The Company had appealed against
assessment order received from tax office in Revenue Tribunal depositing Rs 816,045.23 as
advance tax and security deposit. The case was decided in favor of the Company by Revenue
Tribunal on Chaitra 2059 and in certain aspects by Supreme Court. Letter was sent to Inland
Revenue Department, Babar Mahal for adjustment of remaining amount Rs 254,202.75 which
has been disclosed as Contingent liability in Note 4.28.

The Company has filed tax returns to the IRD up to the financial years 2077/78 under self-
assessment procedures and assessment up to FY 2074-75 has been completed by IRD.

5.7 Related Party Disclosures
The Company identifies the following as the related parties under the requirements of NAS 24.

Sashi Raj Pandey Chairman
Dinesh Raj Joshi Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle Director
Mahesh Pd. Adhikari Director
Mamata Adhikari Director
Lilamani Neupane, Chief Executive Officer Key Managerial Personnel

5.7.1 Board Member Allowances and Facilities
The Board of Directors have been paid meeting fees of NPR 6,53,000 during the fiscal year. There
were 13 Board Meetings conducted during the fiscal year.

The Chairperson and other members of the Board are paid NPR 9,000 and NPR 8000 per meeting
respectively for Board meeting.

The composition of Board of Directors is as follows:

Sashi Raj Pandey Chairman
Dinesh Raj Joshi Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle Director
Mahesh Pd. Adhikari Director
Mamata Adhikari Director

The Board Members have not been provided with any facilities other than meeting allowances.

5.7.2 Amount paid to Chief Executive Officer
The Board of Directors have reappointed Mr. Lilamani Neupane as Chief Executive Officer of the
Company with effect from 2078/08/23 for the period of 4 years. CEO has been paid a total of NPR.
7,847,880 and has been provided vehicle facility for official purpose.

The Salary and benefits paid to the CEO are as follow:

4,262,741 426,274 982,750 2,176,115 - 7,847,880
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5.7.3 Compensation Details for Key Management Personnel
Key Management Personnel includes members of Management Committee of the Company and
includes the following members;

Name Designation
Sashi Raj Pandey Chairman
Dinesh Raj Joshi Director
Umesh Bhagat Pradhananga Director
Ram Krishna Sharma Wagle Director
Mahesh Pd. Adhikari Director
Mamata Adhikari Director
Lilamani Neupane Chief Executive Officer

The compensation paid to the Key Management Personnel’s as below:

1 Compensation to members of BOD 653,000
2 Compensation to CEO 7,847,880
Total of Key Management Personnel Compensation 8,380,880

5.8 Events after reporting date
The Company monitors and assesses events that may have potential impact to qualify as adjusting and / or
non-adjusting events after the end of the reporting period. All adjusting events are adjusted in the books
with additional disclosures and non-adjusting material events are disclosed in the notes with possible
financial impact, to the extent ascertainable.

There are no material events that have occurred subsequent to 16 July 2022 till the signing of this financial
statement on 15 December 2022.

5.9 Non-Banking Assets
Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the
disposal groups) are classified as held for sale and measured at the lower of their carrying amount and fair
value less cost to sell when: (i) their carrying amounts will be recovered principally through sale; (ii) they are
FVTOCI in their present condition; and (iii) their sale is highly probable. Non-Banking Assets (NBA) has been
shown under investment property. It has been recognized at lower of fair value or amount due at the time
of assumption of NBA.

The likely recovery of Non-Banking Assets is remote; therefore, the NBA has been fully impaired since the
First Time Adoption date of NFRS i.e., 15 July, 2017.

Immediately before the initial classification as held for sale, the carrying amounts of the assets (or assets
and liabilities in a disposal group) are measured in accordance with the applicable accounting policies
described above.

In NPR
Kamal Khawas 13th July 2003 701,250 701,250
Shambhu Thapa 19th June 2008 300,000 300,000
1,001,250 1,001,250
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5.9.1. Movement of Non-Banking Assets

Outstanding Balance as at 16 July 2021 - -
Add: Assets accepted during the year - -
Less: Assets sold during the year - -
Less: Net Changes in fair value - =
Outstanding Balance as at 15 July 2022 - -

There has been no movement in the Non-Banking Assets during the period.

5.10 Maturity Analysis
Maturity analysis of assets and liabilities analyzed according to when they are expected to be recovered or
settled. Trading assets and liabilities including derivatives have been classified to mature and/or be repaid
within 12 months, regardless of the actual contractual maturities of the products. With regard to loans and
advances to customers, the Company uses the same basis of expected repayment behavior as used for
estimating the EIR. Issued debt reflect the contractual coupon amortizations.

5.11 Maturity Analysis of Lease Assets and Liabilities
The Bank has recognized a right of use of asset and lease liability as per NFRS 16 Leases for the first time.
The right to use of assets and lease liability is the present value of the total lease payments up to the
contract date from the start of contract inclusive of any increments on the payment of the rent. The right
to use of assets is depreciated over the lease term on straight line basis. The lease liability is amortized over
the lease term.

As required by Para 53 of disclosure part of NFRS 16 Leases, following amounts shall be disclosed about
the leases of the company and the maturity analysis of lease liability is shown as below.

Initial recognition on 1st Shrawan 2078 34,120,613 34,120,613
Less: Depreciation (6,481,771)

Add: Interest Cost 2,720,611
Less: Total rental payment (7,454,105)
Balance 32nd Ashad 2079 27,638,842 29,387,119

The amount of depreciation on right of use assets and interest cost recognized in profit or loss amounts
to NPR 6,481,771 and NPR 2,720,611 for FY 2021/22 respectively. During the year, company has made
NPR 7,454,105 total rental payment. As a result of implication of NFRS, amount NPR 1,744,352 has been
additional charged interest expenses in SOPL. The Right of use assets and Lease liabilities amount to NPR
27,638,842 and 29,383,195 respectively as below :-

Right of Use Asset 27,638,842
Lease Liability 29,383,195
Right of Use Asset Depreciation 6,481,771
Interest Expense 2,720,611
Total Lease Expenses 9,202,382
Leases expenses charged in PL 7,454,105
Additional Lease expenses as per NFRS 1,748,277
Total Lease Expenses 9,202,382

Lease Equilization Reserve upto previous year amounting NPR 995,096 has been adjusted to Retained
Earnings due to adoption of NFRS 16 from this fiscal year.
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Earnings per share

The Company measures earning per share on the basis of the earning attributable to the equity shareholders
for the period. The number of shares is taken as the weighted average number of shares for the relevant
period as required by NAS 33 Earnings per Share.

Year ended Year ended
16 July 2022 | 15July 2021
Profit attributable to equity shareholders (a) 90,900,259 114,456,732

Weighted average of number of equity shares used in

- . . Nos. 9,586,750 8,901,349
computing basic earnings per share (b)

Basic and diluted earnings per equity share of Rs 100
each (a/b)

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

Rs 9.48 12.86

5.12 Unpaid Dividends
As at the reporting date, unpaid dividend over five years are as follows.

NPR. ‘000
Particulars et Rt
16 July 2022 15 July 2021
Not collected for more than 5 years 243 503
Not collected up to 5 years 1,397 4,841
Total 1,640 5,344

5.13 Weighted Average Interest Rate Spread

e s | 2o 20207

Cost on deposit liabilities 8.10 7.67
Yield on loans and advances 10.46 10.64
Net spread 2.36 2,98

Above yield and cost is calculated based on the annual average volume of loans, investments, deposits,
government bonds and other bonds/borrowings.

5.14 Employees Training and Development Fund
NRB Circular 10/073/74 requires banks and financial institutions to incur expenses towards employee
training and development equivalent to at least 3% of the preceding year's total staff expenses. The closing
balance of employees training and development fund is NPR 1,057,508. In the subsequent year, balance in
this fund will be reclassified to Retained Earnings and recognized as Personnel Expense in the Statement
of Profit or Loss.

T s | Amounten)

Opening Balance -

Addition during the Year 1,381,759
Less: Training Expenses for the year 324,251
Charged to PL Account 1,057,508

5.15 Corporate Social Responsibility
NRB Circular 11/073/74 requires banks and financial institutions to create Corporate Social Responsibility
Fund and annually appropriate an amount equivalent to 1% of net profit into this fund. The fund is created

3rgrg™l af¥e ufcrdgs 06¢/owR X




FH g A )

Gy A SGANCIHTT UUS BISAT . .

Ve
@g{’ Shree Investment and Finance Co. Itd.

towards covering the Company’s expense in CSR activities in the subsequent year. Accordingly, the
Company appropriated NPR 909,003 to this fund for the reported period. In subsequent year, balance
in this fund will be reclassified to Retained Earning and recognized as CSR Expense in the Statement of
Profit or Loss.

Corporate Social Responsibility Expense- The expenses for the period on Corporate Social Responsibility

amounts to NPR 605,641.
Opening Balance 1,414,900
Add: 1% of Net Profit of this year 909,003
Less: Expenses for this year (605,641)
Closing Balance 1,718,262

5.16 Regulatory Reserve
As required by NRB directive # 4, the Company has created Regulatory Reserve and movement of reserve
during the year is as follows:

Interest Receivable 1,426,861 957,874 2,384,735
Investment Adj Reserve 848,893 - 848,893
Closing balance 2,275,754 957,874 3,233,628

Among total interest receivable as on year end amounting NPR 10,244,813, amounting NPR 6,459,518
has been impaired as bad loan and NPR 3,785,294 has been accrued to interest income. The amount
NPR 2,384,735 has been transferred to regulatory reserve after deducting staff bonus and tax portion as
regulatory requirement.

The company has not recovered any interest income (on cash basis) of previous year receivable during
the period of Shrawan 1-15, 2079. Therefore, the company do not require to transfer any amount in
Retained Earnings from Regulatory Reserve.

Further Deferred tax assets is now transferred from regulatory reserve to deferred tax liabilities on
subsequent calculation as there is deferred tax liabilities on financial statement for the period.

The movement on regulatory reserve over the reporting period in line with guidelines for publication
of Financial Statement, Dividend declaration and Annual General Meeting 2077 has been presented as:
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5.17 Provision for Employee Bonus
The Company has provided NPR 14,046,794 (Previous year NPR 18,300,365) as employee bonus computed
at 10% of profit before tax.

5.18 Proposed Distributions (Dividend and Bonus Shares)
The Board of directors in its meeting dated 15 December, 2022 has passed a resolution recommending
for distribution of bonus shares (stock dividend) at 2.40% and cash dividend at 5.20% of paid up capital
as at July 16, 2022.

Amount in NPR

| Particulas | 32Ashadh2079 31 Ashadh 2078

Cash Dividend Declared 49,851,100 29,374,716.25
Bonus Shares 23,008,200 68,540,120.50
Total 72,859,300 97,914,836.75

5.19 Other Additional disclosure
Business Continuity Loan

As of Ashad end 2079
Particulars
N/A

Business Continuity Loan N/A

As of Ashad end 2079
Particulars
108

107,065,887

Refinance Loan

Subsidized Loan

Subsidized Loan

5.20 Facility and discount provided to reduce the impact of Covid-19

The Covid- 19 pandemic has impacted most of the countries, including Nepal. The Nepal Rastra Bank
(NRB) has announced several measures to ease the financial system stress, including enhancing system
liquidity, asset classification standstill benefit to overdue accounts where a moratorium has been
granted and relaxation in liquidity coverage requirement, among others. The Nepalese economy would
be impacted by this pandemic with contraction in industrial and services output across small and
large businesses. The Bank’s business is expected to be impacted by lower business opportunities and
revenues in the short to medium term. The impact of the Covid- 19 pandemic on bank’s results, including
credit quality and provisions, remains uncertain and dependent on the spread of COVID- 19, further
steps taken by the Government and the Central bank to mitigate the economic impact, steps taken by
the Bank and the time it takes for economic activities to resume at normal levels. The Bank’s capital and
liquidity position is strong and would continue to be the focus area for the Bank during this period.

The company has not recovered any interest income (on cash basis) of previous year receivable during
the period of Shrawan 1-15, 2079 as per the facility provided by NRB.

q0% Jgreal aiffe gfddes 01¢ /o6




(AU < AT T oo A )

3t ScaCdioe UUS BISalod . fai.

" Shree Investment and Finance Co. Itd.

2079 Ashar end
Customer Amount
Numbers (NPR’000)

Additional provision of 0.3% on the good loan category 1805 163,81
2 Additional grace period provided to under construction project N/A
3 5 % provision to restructing/rescheduling loan N/A
Additional 20% working capital loan to Covid affected loan N/A
5 Additional 10% term loan to Covid affected loan N/A
6 Additional 20% working capital loan with 5 % loan loss provision, N/A
matured but extended for additional 1 year to Covid affected loan
7 Additional 10% term loan with 5 % loan loss provision, matured N/A
but extended for additional 1 year to Covid affected loan
Loan and interest period extended for 2 years as per NRB directive
8 . N/A
2, section 44 (2)
9 Loan and interest period extended for 2 years as per NRB directive N/A

2, section 44 (2)
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5.21 Details of shareholders holding more than 0.5%
Details of shareholders holding more than 0.5% of total shares during the year is as follows:

Promoter Shareholders

1 Sashi Raj Pandey 961,489 10.03 96,148,900
2 Dinesh Raj Joshi 772,962 8.06 77,296,200
3 Rabendra Raj Pandey 506,485 5.28 50,648,500
4 Chandra Lekha Pandey 455,003 4.75 45,500,300
5 Samson Jung Bahadur Rana 395,672 413 39,567,200
6 Saurav Pant 299,969 3.13 29,996,900
7 Nirmal Nath Pandey 162,598 1.70 16,259,800
8 Meeta Shah Rana 153,529 1.60 15,352,900
9 Govind Ballabh Bhatt 146,219 1.53 14,621,900
10 Rajesh Kumar Agrawal 116,052 1.21 11,605,200
11 Samaksha Nath Pant 113,452 1.18 11,345,200
12 Sujan Pant 109,842 1.15 10,984,200
13 Bimal Senchury 106,571 1.11 10,657,100
14 Dharma Raj Shrestha 97,026 1.01 9,702,600
15 Nawa Durga Trading Concern 90,988 0.95 9,098,800
16 Ambika Shah 88,816 0.93 8,881,600
17 Jyoti Kumari Sarawagi 78,856 0.82 7,885,600
18 Rana Bahadur Shah 76,125 0.79 7,612,500
19 Bishnu Prasad Upadhaya 66,316 0.69 6,631,600
20 Sanjay Man Baisyat 50,237 0.52 5,023,700
21 Adarsha Raj Pandey 48,559 0.51 4,855,900
Public Shareholders

22 Cit- Citizen Unit Scheme 134,926 1.41 13,492,600
23 Trishakti Jung Bahadur Rana 109,094 1.14 10,909,400
24 ng‘;f/:tl'_at'd Capital - Management 102,194 1.07 10,219,400
25 Sabina Malla Shah 66,561 0.69 6,656,100
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5.22 Principal Indicators

1. Net Profit/Gross Income Percent 18.08 19.50 15.30 17.15 11.53
2. Earnings Per Share (as per NPR 11.47 16.04 13.50 12.86 9.48
NAS 33 - Earning per Share)
3. Market Value Per Share NPR 383 157.00 159.00 489 299.00
4. Price Earning Ratio Ratio 33.39 9.79 11.78 38.03 31.53
5. Dividend (including bonus) 10.00 13.00 10.53 11.00 7.60
. Percent
on Share Capital
6. Cash Dividend on Share 8.77 10.65 3.16 330 5.20
. Percent
Capital
7. Interest Income/Loans and 14.25 15.41 15.48 14.40 14.15
Percent
Advances
8. Staff Expenses/Total 51.10 60.20 62.59 62.72 58.00
. Percent
Operating Expenses
9. Interest Expenses/Total 8.60 8.80 8.97 7.19 8.69
Percent

Deposits and Borrowings

10. Exchange Gain/Total Income  Percent - - - - -

11. Staff ~ Bonus/Total  Staff 37.26 33.17 2439 23.46 19.80
Percent
Expenses
12. Net Profit / Total Loan Percent 2.58 3.00 237 247 1.63
13. Net Profit / Total Assets Percent 1.85 217 1.72 1.45 1.00
14. Loans / Deposits Percent 95.77 93.31 89.77 73.91 84.67
15. Operating Expenses/ Total Percent 1.53 1.72 1.76 1.57 1.35
Assets
16. Capital Adequacy (On Risk
Weighted Assets)
Core Capital Percent 21.62 20.76 18.69 23.62 19.07
Supplementary Capital Percent 0.89 0.89 0.77 1.23 1.14
Total Capital Fund Percent 22.51 21.66 19.46 24.85 20.21
17. Liquidity (CRR) Percent 0.34 0.29 0.28 0.44 045
18. Net Non-Performing Credit/ . 0.17 0.14 0.67 0.89 0.60
. Ratio
Total Credit
19. Weighted Average Interest 4.60 4.90 4.81 493 4.71
Percent
Rate Spread
20. Book Net Worth NPR  (in 9,705 11,212 11,576 12,792 13,346
lakhs)
21. Book Net Worth per share NPR 120 138 140 144 139
22. Number of Shares No. 8,100,000 8,100,000 8,290,350 8,901,349 9,586,750
23. Number of Staff No. 68.00 82.00 83.00 80.00 79.00
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Comparison of Unaudited and Audited Financial Statements

Assets
Cash and cash equivalent 653,447 653,447 - 0.00%
Due from Nepal Rastra Bank 208,196 208,196 - 0.00%

Placement with Bank and
Financial Institutions
Derivative financial

instruments.

Other trading assets - -

Loan and advances to B/Fls 390,359 390,359 - 0.00%

Loans and advances to 5,092,083 5,088,216 (3,867)  -0.08% Prepaid benefit & NFRS Impairment
customers .

Investment securities 2,536,429 2,536,429 - 0.00%

Current tax assets 28,178 30,944 2,766 0.82% Changes in Profit & tax Calc.
Investment in subsidiaries - - -

Investment in associates

Investment property - = =

Property and equipment 108,149 135,788 27,639 25.56% NFRS 36 adjustment of Lease
Goodwill and Intangible assets 935 935 0

Deferred tax assets - - -

Other assets 7,565 9,137 1,572 20.77% Prepaid staff benefits
Total Assets 9,025,342 9,053,451 28,109

Liabilities

Due to Bank and Financial 350848 334,861 (15,986)  -4.56% Reclassification to deposit from
Instituions ' customers
Due to Nepal Rastra Bank 867,588 867,442 (146)  -0.02%

Derivative financial

instruments

Deposits from customers 6,401,429 6,417,562 16,132 0.25% Reclassification
Borrowing - -

Current Tax Liabilities

Provisions - - -

Deferred tax liabilities 18,361 20,240 1,880 10.24%

Other liabilities 55,539 78,705 23,166  41.71% Liabilities under finance lease
Debt securities issued

Subordinated Liabilities - - -

Total Liabilities 7,693,764 7,718,810 41,178

Equity

Share capital 958,675 958,675 - 0.00%

Share premium - - -

Retained earnings 75139 74,592 (348)  -0.46% NFRS adjustments
Reserves 297,763 301,374 3412 115%  NFRSadjustments (Reg. Reserve)
Tota.l equity attributable to 1331577 1,334,641 3,064

equity holders

Total liabilities and equity 9,025,342 9,053,451 44,242
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As per
unaudited
Financial
Statement

Variance

As per Audited
Financial
Statement

Statement of Financial
Position

Reasons for Variance

Interest income 787,948 788,378 430 0.05%
Interest expense 571,766 571,759 (7) 0.00%
Net interest income 216,183 216,620 437 0.20%
Fee and commission income 35,316 35,966 650 1.84% Reclassification
Fee and commission expense 142 154 12 8.23% Reclassification
Net fee and commission 35174 35,813 639  100.00%
income '
Other operating income 7,535 3,717 (3,817)  -50.67% Reclassification
Total operating income 258,891 256,150 (2,742)  -1.06%
Impairment charge/(reversal) 7,440 20  028%
7419
for loans and other losses
Net operating income 251,472 248,710 (2762)  -1.10%
- 0, i i
e e 73567 70,931 (2,636) 3.58% Actuarial & Staff Loa.n prepaid
adjustments
Depreciation 7,304 13,786 6482  88.74% NFRS 16
Other operating expenses 42,244 37,572 (4672) -11.06% Reclassification
Operating profit 128,357 126,421 (1,936)  -1.51%
Non operating income/ i ® 0.00%
expense
Profit before tax 128,357 126,421 (1,936) -1.51%
Income tax 36,407 35,521 (886)  -243%
Profit /(loss) for the period 91,950 90,900 (1,050)  -1.14%
As per our report of even date
Ramesh Kathayat Lilamani Neupane Mamata Adhikari Ram Krishna Sharma Wagle
Chief Financial Officer Chief Executive Officer Director Director
Mahesh Pd. Adhikari Umesh Bhagat Pradhananga Dinesh Raj Joshi Sashi Raj Pandey
Director Director Director Chairman
Pratik Khanal
Place: Kathmandu Managing Partner
Date: December 15, 2022 P. &B. Associates
Chartered Accountants
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