MEGA BANK NEPAL LIMITED
Condensed Consolidated Statement of Financial Position
As on Quarter ended 30th Chaitra 2075 (13/4/2019)
Amount in NPR
Group
Particulars
Assets
Cash and cash equivalent
Due from Nepal Rastra Bank
Placement with Bank and Financial Institutions
Derivative financial instruments
Other trading assets

This Quarter
Ending

Bank

Immediate
Previous Year
Ending

This Quarter
Ending

Immediate
Previous Year
Ending

9,868,878,187
2,753,188,553
245,001,611
4,349,643,158
-

6,624,001,710
5,349,395,118
863,842,168
3,284,579,055
-

9,868,876,665
2,753,188,553
245,001,611
4,349,643,158
-

6,604,219,381
5,349,395,118
883,607,497
3,284,579,055
-

Loan and advances to B/FIs
Loans and advances to customers
Investment securities
Current tax assets
Investment in susidiaries
Investment in associates
Investment property
Property and equipment
Goodwill and Intangible assets
Deferred tax assets
Other assets
Total Assets

2,410,589,773
67,586,506,741
6,901,384,621
162,535,901
230,844,768
703,054,077
24,519,849
826,991,751
96,063,138,990

1,591,787,019
55,528,642,459
7,068,825,546
22,063,517
243,938,051
673,135,058
25,951,832
588,701,252
81,864,862,784

2,410,589,773
67,586,506,741
6,901,384,621
162,535,901
200,000,000
230,844,768
690,571,605
24,519,849
826,620,718
96,250,283,963

1,591,787,019
55,528,642,459
7,068,825,546
22,063,517
200,000,000
243,938,051
673,135,058
25,951,832
588,802,911
82,064,947,443

Particulars

This Quarter
Ending

Immediate
Previous Year
Ending

This Quarter
Ending

Immediate
Previous Year
Ending

1,801,062,740
848,573,402
4,348,273,586
75,010,780,465
11,490,000
59,425,653
866,726,138
82,946,331,983

986,650,312
603,570,074
3,258,183,519
63,299,234,054
11,490,000
73,532,232
997,524,338
69,230,184,529

1,801,062,740
848,573,402
4,348,273,586
75,211,742,094
11,490,000
59,425,653
858,798,138
83,139,365,613

986,650,312
603,570,074
3,258,183,519
63,498,999,382
11,490,000
73,532,232
998,294,968
69,430,720,489

10,388,621,454
778,401,208
1,949,784,346
13,116,807,007
13,116,807,007
96,063,138,990

10,285,526,578
2,563,881
709,076,511
1,637,511,285
12,634,678,255
12,634,678,255
81,864,862,784

10,388,621,454
772,512,551
1,949,784,346
13,110,918,350
13,110,918,350
96,250,283,963

10,285,526,578
2,563,880.80
708,625,211
1,637,511,285
12,634,226,955
12,634,226,955
82,064,947,443

Liabilities
Due to Bank and Financial Institutions
Due to Nepal Rastra Bank
Derivative financial instruments
Deposits from customers
Borrowing
Current Tax Liabilities
Provisions
Deferred tax liabilities
Other liabilities
Debt securities issued
Subordinated Liabilities
Total liabilities
Equity
Share capital
Share premium
Retained earnings
Reserves
Total equity attributable to equity holders
Non-controlling interest
Total equity
Total liabilities and equity

MEGA BANK NEPAL LIMITED
Condensed Consolidated Statement of Profit or Loss
For the Quarter ended 30th Chaitra 2075 (13/4/2019)
Amount in NPR
Group
Particulars

Current Year

Bank

Previous Year Corresponding

Previous Year
Corresponding

2,384,569,410
1,407,062,719

Up to This
Quarter(YTD)
6,796,519,558
4,028,814,575

Net interest income

977,506,690

2,767,704,984

-

-

972,643,803

2,752,796,873

454,604,377

1,300,951,233

Fee and commission income
Fee and commission expense

129,870,978
18,218,549

383,781,047
45,183,063

-

-

129,870,978
18,218,549

383,781,047
45,183,063

64,390,761
4,367,404

204,031,665
14,227,724

111,652,429
1,089,159,119

338,597,984
3,106,302,968

-

-

111,652,429
1,084,296,232

338,597,984
3,091,394,857

60,023,358
514,627,734

189,803,941
1,490,755,175

This Quarter
Interest income
Interest expense

Net fee and commission income
Net interest, fee and commission income

This Quarter
-

Up to This
Quarter(YTD)
-

Current Year

2,384,569,410
1,411,925,606

Up to This
Quarter(YTD)
6,796,519,558
4,043,722,686

1,308,924,004
854,319,628

Up to This
Quarter (YTD)
3,807,082,301
2,506,131,068

This Quarter

This Quarter

Net trading income
Other operating income
Total operating income

77,165,651
32,014,129

206,297,480
80,198,801

-

-

77,165,651
32,004,129

206,297,480
80,092,301

16,496,304
30,745,896

93,319,520
56,660,982

1,198,338,899

3,392,799,249

-

-

1,193,466,013

3,377,784,638

561,869,934

1,640,735,677

Impairment charge/(reversal) for loans and other losses
Net operating income

86,205,480
1,112,133,419

384,402,062
3,008,397,187

-

-

86,205,480
1,107,260,532

384,402,062
2,993,382,576

155,738,759
406,131,175

252,970,438
1,387,765,239

265,442,633
139,905,855
36,453,629
670,331,302
1,656,659
671,987,961
189,448,771
154,413,887
35,034,883
482,539,190

785,288,234
407,423,899
102,131,777
1,713,553,277
3,489,162
1,717,042,440
497,322,466
379,725,095
117,597,371
1,219,719,974

-

-

263,687,376
137,237,342
36,435,746
669,900,068
1,656,659
671,556,727
189,319,401
154,284,517
35,034,883
482,237,326

782,074,749
403,491,038
102,031,164
1,705,785,625
3,489,162
1,709,274,787
494,992,170
377,394,800
117,597,371
1,214,282,617

128,711,939
74,056,575
18,008,160
185,354,502
2,680,709
512,953
187,522,258
56,266,893
56,266,893

377,950,072
219,336,437
51,189,273
739,289,457
2,680,709
512,953
741,457,213
216,553,104
216,553,104
524,904,109

Operating expense
Personnel expenses
Other operating expenses
Depreciation & Amortisation
Operating Profit
Non operating income
Non operating expense
Profit before income tax
Income tax expense
Current Tax
Deferred Tax
Profit/(loss) for the period

131,255,365

MEGA BANK NEPAL LIMITED
Consolidated Statement of Other Comprehensive Income
For the Quarter ended 30th Chaitra 2075 (13/4/2019)
Amount in NPR
Group
Current

Bank
Current

Previous Year Corresponding

Previous Year Corresponding

Particulars
This Quarter
Profit or loss for the year
Other comprehensive income, net of income tax
a) Items that will not be reclassified to Profit or loss
• Gains/(losses) from Investments in equity instruments measured at fair
value
• Gains/(losses) on revaluation
• Actuarial gains/(losses) on defined benefit plans
• Income tax relating to above items
Net other comprehensive income that will not be reclassified to profit
or loss

482,539,190

Up to This
Quarter (YTD)
1,219,719,974

This Quarter

Up to This
Quarter (YTD)

Up to This Quarter
This Quarter
This Quarter
(YTD)

-

-

482,237,326

1,214,282,617

Up to This
Quarter (YTD)

-

-

(20,929,905)
6,278,972

(48,549,814)
14,564,944

-

-

(20,929,905)
6,278,972

(48,549,814)
14,564,944

-

-

(14,650,934)

(33,984,870)

(14,650,934)

(33,984,870)

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

(14,650,934)

-

-

b)

Items that are or may be reclassified to profit or loss
• Gains/(losses) on cash flow hedge
• Exchange gains/(losses) (arising from trasalating financial assets of
foreign operation)
• Income tax relating to above items
• Reclassify to profit or loss
Net other comprehensive income that are or may be reclassified to
profit or loss
c) Share of other comprehensive income of associate accounted as per
equited method
Other comprehensive income for the period, net of income tax
Total comprehensive income for the period

(14,650,934)

(33,984,870)

(33,984,870)

467,888,256

1,185,735,104

-

-

467,586,392

1,180,297,747

-

-

467,888,256

1,185,735,104

-

-

467,586,392

1,180,297,747

-

-

-

-

-

-

Profit attributable to :
Equity holders of the Bank
Non-controlling interest
Total

467,888,256

1,185,735,104

-

-

467,586,392

1,180,297,747

MEGA BANK NEPAL LIMITED
Condensed Consolidated Statement of cash flows
For the Quarter ended 30th Chaitra 2075 (13/4/2019)

Particulars

CASH FLOWS FROM OPERATING ACTIVITIES
Interest received
Fees and other income received
Divided received
Receipts from other operating activities
Interest paid
Commission and fees paid
Cash payment to employees
Other expense paid
Operating cash flows before changes in operating assets and liabilities
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank
Placement with bank and financial institutions
Other trading assets
Loan and advances to bank and financial institutions
Loans and advances to customers
Other assets
Increase/(Decrease) in operating liabilities
Due to bank and financial institutions
Due to Nepal Rastra Bank
Deposit from customers
Borrowings
Other liabilities
Net cash flow from operating activities before tax paid
Income taxes paid
Net cash flow from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities
Receipts from sale of investment securities
Purchase of property and equipment
Receipt from the sale of property and equipment
Purchase of intangible assets
Receipt from the sale of intangible assets
Purchase of investment properties
Receipt from the sale of investment properties
Interest received
Dividend received
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Receipt from issue of debt securities
Repayment of debt securities
Receipt from issue of subordinated liabilities
Repayment of subordinated liabilities
Receipt from issue of shares
Dividends paid
Interest paid
Other receipt/payment
Net cash from financing activities
Net increase (decrease) in cash and cash equivalents
Cash & Bank Balance taken over on Business Combination
Cash and cash equivalents at Shrawan 1, 2075
Effect of exchange rate fluctuations on cash and cash equivalents held
Cash and cash equivalents at Asar end 2075

Amount in NPR
Group
Bank
Corresponding
Corresponding
Previous Year
Up to This Quarter
Up to This Quarter Previous Year Up
Up to this
to this Quarter
Quarter
6,632,674,735
318,163,907
243,541,732
(3,584,109,929)
(45,183,063)
(480,797,897)
(463,356,929)
2,620,932,555

-

6,632,674,735
318,163,907
243,435,232
(3,599,018,040)
(45,183,063)
(477,548,889)
(459,056,058)
2,613,467,823

3,650,332,080
64,358,256
269,934,201
(2,586,497,258)
(45,183,063)
(308,879,049)
(300,552,379)
743,512,787

2,595,126,619
(236,343,613)
(843,152,146)
(11,886,950,837)
(583,681,495)

-

2,595,126,619
(236,343,613)
(843,152,146)
(11,886,950,837)
(583,310,462)

(613,992,766)
(310,666,956)
(601,980,433)
(119,660,375)
(6,739,280,345)
(323,313,264)

813,484,448
248,327,490
11,441,870,614
(261,462,941)
3,908,150,693
(419,037,885)
3,489,112,808

-

813,484,448
248,327,490
11,642,832,243
(269,335,588)
4,094,145,976
(417,249,765)
3,676,896,211

3,081,555,522
844,074,937
4,069,742,467
123,011,250
153,002,823
(326,116,941)
(173,114,118)

196,908,612
(128,601,752)
2,742,890
(4,396,489)
15,575,596
247,839,440
20,148,199
350,216,495

-

(3,091,388)
(116,386,678)
2,742,890
(4,396,489)
15,575,596
247,839,440
20,148,199
162,431,569

(1,887,686,904)
(115,287,296)
7,358,279
-

(568,603,579)

-

(531,087,978)
(37,515,601)
(568,603,579)

2,794,429,500
(1,277,983)
(61,584,897)
2,731,566,620

3,270,725,723
6,604,219,380
(6,066,917)
9,868,878,187

-

(531,087,978)
(37,515,601)

3,270,724,201
6,604,219,380
(6,066,917)
9,868,876,665

219,304,512
20,093,487
(1,756,217,922)

802,234,580
3,694,124,649
2,644,071
4,499,003,301

MEGA BANK NEPAL LIMITED
Consolidated Statement of changes in equity
For the Period ended 30th Chaitra 2075 (13/4/2019)
Amount in NPR
Group
Attributable to equity holders of the Bank
Particulars
Share Capital
Balance at Shrawan 1, 2074
Adjustment/Restatement
Business Combination: Issue of Shares and Reserve taken
Over
Adjusted/Restated balance at Shrawan 1, 2074
Comprehensive income for the year
Profit for the year
Other comprehensive income, net of tax
Gains/(losses) from investments in equity
instruments measured at fair value
Gains/(loses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchanges gains/(losses) (arising from transalting
financial assest of foreign operation)
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year
Transactions with owners, directly recognised in equity
Right Share issued
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Total contributions by and distributions
Balance at Asar end 2075

Share premium

4,582,313,020

-

526,075,428

Exchange
equalisation
reserve
1,234,871

General reserve

1,910,088,905

2,563,881

223,817,470

2,445,035

6,492,401,925
-

2,563,881
-

749,892,897
-

3,679,906
-

Regulatory reserve
194,107,635
194,107,635
-

Fair value reserve
(3,549,512)
(3,549,512)
-

Revaluation
reserve
-

Retained
earning

Other reserve
3,372,385

5,949,897,384
-

-

5,949,897,384
-

-

445,480,755

3,029,349

2,587,425,394

-

2,587,425,394

-

1,091,824,312
1,317,803,073
-

6,401,735
-

8,537,322,778
1,317,803,073
-

-

8,537,322,778
1,317,803,073
-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

2,794,429,500

998,695,153
3,793,124,653
10,285,526,578

2,563,881

263,470,355
263,470,355
1,013,363,252

3,679,906

414,154,352
414,154,352
608,261,987

-

-

-

37,491,475

(67,239,096)
(70,788,608)

Total equity

646,343,558

-

(67,239,096)

Non-controlling
interest

Total

37,491,475
37,491,475

(701,855,720)
(998,695,153)
(382,747,800)
709,076,512

23,686,093
24,231,013
(8,815,566)
39,101,539
45,503,274

(67,239,096)

-

(67,239,096)

37,491,475
23,686,093
-

-

37,491,475
23,686,093
-

-

-

-

-

-

-

(0)
(8,815,566)
2,794,429,500
4,097,355,479
12,634,678,255

-

(0)
(8,815,566)
2,794,429,500
4,097,355,479
12,634,678,255

Group
Attributable to equity holders of the Bank
Particulars
Share Capital
Balance at Shrawan 1, 2075
Adjustment/Restatement
Prior Period Tax Reversal
Adjusted/Restated balance at Shrawan 1, 2075
Comprehensive income for the year
Profit for the year
Other comprehensive income, net of tax
Gains/(losses) from investments in equity instruments
measured at fair value
Gains/(loses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchanges gains/(losses) (arising from transalting financial
assest of foreign operation)
Cash flow hedges:
Effective portion of changes in fair value
Net Amount reclassified to profit or loss
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year

10,285,526,578

10,285,526,578

Share premium
2,563,881

2,563,881

1,013,363,252

1,013,363,252

3,679,906

Regulatory reserve
608,261,987

608,261,987

Fair value reserve
(70,788,608)

(70,788,608)

Revaluation
reserve

Retained earning

37,491,475

709,076,512

37,491,475

952,219
710,028,731

Other reserve
45,503,274

45,503,274

1,219,719,974
(33,984,870)

-

-

-

Non-controlling
interest

Total
12,634,678,257
952,218.59
12,635,630,475
1,219,719,974
(33,984,870)
-

242,856,523

-

204,882,859
(13,093,283)

-

-

(459,882,208)
13,093,283

-

Transactions with owners, directly recognised in equity
Right share issued
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Revaluation Surplus
Total contributions by and distributions
Balance at Chaitra end 2075

General reserve

Exchange
equalisation
reserve
3,679,906

-

(704,558,571)
10,285,526,578

2,563,881

242,856,523
1,256,219,775

12,142,826

3,679,906

191,789,576
800,051,563

(33,984,870)
(104,773,478)

37,491,475

68,372,478
778,401,209

-

12,142,826
57,646,100

(12,142,826.17)
12,142,826
(704,558,571)
481,176,533
13,116,807,007

-

Total equity
12,634,678,257
952,218.59
12,635,630,475
1,219,719,974
(33,984,870)
(12,142,826)
12,142,826
(704,558,571)
481,176,533
13,116,807,007

Bank
Attributable to equity holders of the Bank
Particulars
Share Capital
Balance at Shrawan 1, 2074
Adjustment/Restatement
Business Combination: Issue of Shares and Reserve taken
Over
Adjusted/Restated balance at Shrawan 1, 2074
Comprehensive income for the year
Profit for the year
Other comprehensive income, net of tax
Gains/(losses) from investments in equity instruments
measured at fair value
Gains/(loses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchanges gains/(losses) (arising from transalting financial
assest of foreign operation)
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year

4,582,313,020

Share premium
-

526,075,428

Exchange
equalisation
reserve
1,234,871

General reserve

1,910,088,905

2,563,881

223,817,470

2,445,035

6,492,401,925

2,563,881

749,892,897

3,679,906

Regulatory reserve
194,107,635
194,107,635

Fair value reserve
(3,549,512)
(3,549,512)

Revaluation
Reserve
-

Retained earning

Other reserve

Non-controlling
interest

Total

646,343,558

3,372,385

5,949,897,384
-

-

5,949,897,384
-

-

445,480,755

3,029,349

2,587,425,394

-

2,587,425,394

-

1,091,824,312

6,401,735

8,537,322,778
1,317,351,773
-

-

8,537,322,778
1,317,351,773
-

1,317,351,773

(67,239,096)
37,491,475
23,686,093

(67,239,096)

-

(67,239,096)

37,491,475
23,686,093

-

37,491,475
23,686,093
-

263,470,355

(701,855,720)

414,154,352

24,231,013
(8,815,566)

(8,815,566.13)

-

Transactions with owners, directly recognised in equity
Share issued
Premium received on issuance of unsubscribed number of
right shares
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Total contributions by and distributions
Balance at Asar end 2075

2,794,429,500

2,794,429,500
-

998,695,153
3,793,124,653
10,285,526,578

(998,695,153)
2,563,881

263,470,355
1,013,363,252

3,679,906

414,154,352
608,261,987

(67,239,096)
(70,788,608)

Total equity

37,491,475
37,491,475

(383,199,100)
708,625,212

39,101,539
45,503,274

4,096,904,178
12,634,226,955

-

(8,815,566.13)
2,794,429,500
4,096,904,178
12,634,226,955

Bank
Attributable to equity holders of the Bank
Particulars
Share Capital
Balance at Shrawan 1, 2074
Adjustment/Restatement
Prior Period Tax Reversal
Adjusted/Restated balance at Shrawan 1, 2074
Comprehensive income for the year
Profit for the year

10,285,526,578

10,285,526,578

Share premium
2,563,881

2,563,881

General reserve
1,013,363,252

1,013,363,252

Exchange
equalisation
reserve
3,679,906

3,679,906

Regulatory reserve
608,261,987

608,261,987

Fair value reserve
(70,788,608)

(70,788,608)

Revaluation
Reserve

Retained earning

37,491,475

708,625,212

37,491,475

952,219
709,577,431

Other reserve
45,503,274

45,503,274

1,214,282,617

12,634,226,957
952,218.59
12,635,179,175
1,214,282,617
-

Other comprehensive income, net of tax
Gains/(losses) from investments in equity instruments
measured at fair value
Gains/(loses) on revaluation
Actuarial gains/(losses) on defined benefit plans
Gains/(losses) on cash flow hedge
Exchanges gains/(losses) (arising from transalting financial
assest of foreign operation)
Total comprehensive income for the year
Transfer to reserve during the year
Transfer from reserve during the year

(33,984,870)

(33,984,870)

242,856,523

204,882,859
(13,093,283)

(459,882,208)
13,093,283

12,142,826

Transactions with owners, directly recognised in equity
Shares issued
Share based payments
Dividends to equity holders
Bonus shares issued
Cash dividend paid
Revaluation Surplus
Total contributions by and distributions
Balance at Chaitra end 2075

Non-controlling
interest

Total

103,094,876

(2,563,881)

103,094,876
10,388,621,454

(2,563,881)
-

(100,530,995)

242,856,523
1,256,219,775

3,679,906

91,258,581
699,520,568

(33,984,870)
(104,773,478)

Other reserves as at 13 April 2019 includes Corporate Social Responsibility Reserve, Investment Adjustment Reserve, Interest Capitalisation Reserve and Actuarial Gain on Gratuity.

37,491,475

(704,558,571)
62,935,121
772,512,552

12,142,826
57,646,100

-

Total equity
12,634,226,957
952,218.59
12,635,179,175
1,214,282,617
(33,984,870)

-

-

-

-

-

-

-

-

-

-

-

-

(704,558,571)
475,739,176
13,110,918,350

-

-

(704,558,571)
475,739,176
13,110,918,350

Ratios as per NRB Directive
Group
Current
Particulars
This
Quarter

Capital fund to RWA
Non-performing loan (NPL) to total loan
Total loan loss provision to Total NPL
Cost of Funds

Up to
This
Quarter
(YTD)

Bank

Previous Year
Corresponding
Up to
This
This
Quarter
Quarter
(YTD)

Up to
This
Quarter
(YTD)

Previous Year
Corresponding
Up to
This
This
Quarter
Quarter
(YTD)

18.49

Current
This
Quarter

15.24

-

15.00

1.42

-

1.42

0.98

125.40

-

125.40

183.61

7.73

-

7.73

7.64

Credit to Core Capital & Deposit Ratio (Calculated as per NRB Directives)

78.91

-

78.91

79.93

Base Rate

10.20

-

10.20

11.00

4.73

-

4.73

4.48

Interest Rate Spread ( Calculated as per NRB Directives)

Corporate Information and Nature of operations
MEGA BANK NEPAL LIMITED (“MEGA” or “the Bank”) is a limited liability company domiciled in Nepal which
has been in operation in Nepal since 2010. The Bank is registered with the Ofﬁce of the Company Registrar as a public
limited company and carries out commercial banking activities in Nepal under the license from Nepal Rastra Bank as
Class “Ka” licensed institution. It’s registered, and corporate office is at Rising Mall, Kamaladi, Kathmandu, Nepal.
The Bank offers full commercial banking services of banking products and services including loans and advances,
deposits, trade finance, e-commerce services, bullion, etc. to wide range of clients encompassing individuals,
corporates, multinationals, large public sector companies, government corporations, etc. as authorized by the Nepal
Rastra Bank (Central Bank of Nepal).
The Bank is listed in Nepal Stock Exchange Limited (the sole stock exchange in Nepal) for public trading and its stock
symbol is “MEGA”
1.

Basis of preparation

The Interim condensed consolidated financial statements of the bank have been prepared in accordance with NAS 34
'Interim Financial Reporting (NAS 34)’ as issued by the Accounting Standards Board (ASB), Nepal to the extent
applicable and as pronounced by the Institute of Chartered Accountants of Nepal (ICAN) and in the format issued by
Nepal Rastra Bank in Circular No. 19/075/76.
Therefore, they include an explanation of events and transactions that are significant to an understanding of the
changes in the financial position and performance of the bank since the previous year end.
These interim condensed consolidation financial statements should be read in conjunction with the Annual Report of
Fiscal Year 2017/18.
These policies have been consistently applied to all the years presented except otherwise stated.
2.

Statement of Compliances

The Interim condensed consolidated ﬁnancial statements of the bank have been prepared on accrual basis of
accounting in accordance with Nepal NAS 34 'Interim Financial Reporting. The Interim condensed consolidated
financial statements comprise the Statement of Financial Position, Statement of Profit 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 Interim financial statements.
Historical cost convention has been used for financial statement recognition and measurement except otherwise
required by NFRS. Where, other method(s), other than historical costs, such as fair value has been applied these have
been disclosed in accordance with the applicable reporting framework.
3.

Use of Estimates, assumptions and Judgments

Management believes that the Bank's critical accounting estimates and judgements are those which is related to
impairment of amortised cost and the FVOCI financial assets, the valuation of financial instruments, deferred tax
assets and provisions. The IAS 39 “Incurred loss model” resulted in a change to the assessment of the critical
accounting estimates and judgements related to impairment of financial assets.
In determining Impairment, Management is required to exercise judgement in defining what is considered to be a
significant increase in credit risk and in making assumptions and estimates to incorporate relevant information about
past events, current conditions and Judgement has been applied in determining cash flow of a security assets.

The exercise of judgement in making estimates requires the use of assumptions which are highly subjective and very
sensitive to the risk factor. Many of the factors have a high degree of interdependency and there is no single factor to
which loan impairment allowances as a whole are sensitive. There were no changes in the current period and
cumulative current period to the critical accounting estimates and judgements applied in 16 July 2018, which are stated
in the Annual Report of Fiscal Year 2017/18.
4.

Changes in accounting policies

While the following New accounting standards are not mandatory till date and have not been voluntary adopted by
the Bank and therefore, the bank has applied same accounting policies and methods of computation in its Interim
condensed consolidated financial statement as in its Fiscal Year 2017/18 annual financial statements except the
computation of provision for leave and gratuity liability which has been done as per Financial Administration Bylaws
of the bank. Hence, the figures might be changed after actuarial valuation of Fiscal Year 2018/19.
3.1 Main New Accounting standards published but not yet applicable
IFRS 9 Financial Instruments- Impairment
IFRS 9 ‘Financial Instruments’ was issued by the IASB in July 2014 and effective internationally for the financials
beginning on or after 1 January 2018.
IFRS 9 replaces NAS 39 Financial Instruments: Recognition and Measurement relating to the classification and
measurement of financial instruments. ASB endorsed IFRS 9 financial instruments with some exceptions, mainly in
the impairment.
Currently, Incurred Loss Model as specified in NAS 39 is used. The requirement of IFRS 9 is Expected Credit Loss
Model.
IFRS 16 Leases
IFRS 16 leases, issued in January 2016, will supersede NAS 17 Leases and the interpretations relating to the
recognition of such contracts. The new definitions of leases relies on both the identification of an assets and the control
of the right to use the assets by the lessee.
From the perspective of lessor, the expected impact should be limited, as the main requirements remain essentially
unchanged versus the current standards, NAS 17.
For the lessee, IFRS 16 will require all leases to be recognised on the balance sheet, in the form of a right-of-use on
the leased asset, along with the recognition of a financial liability for the lease payments and other payments to be
made over the leasing period. The right-of-use will be amortised on a straight -line basis and the financial liabilities
will be amortised on an actuarial basis over the lease period. This Standards therefore results mainly in a change for
contracts defined under NAS 17 as operating leases and as such do not require the leased assets to be recorded in the
balance sheet.
Application of the standard will lead to an increase in the assets and liabilities in connection with leasing agreements
currently recognised as operating leases. This effect will derived mainly from real estate leases.
IFRS 15 Revenue from contracts with Customers
The IASB issued a new standard for revenue recognition which overhauls the existing revenue recognition standards.
The core principle of the guidance is that the entity should recognize revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services.

IFRS 15 defines a single five-step model for revenue recognition. In particular, these five steps allow for the
identification of the distinct performance obligations included in the contracts and for the allocation of a transaction
price to each one. Revenue relating to each performance obligation is recognised when the performance obligation is
fulfilled, i.e., when control of an asset has been transferred or a service has been rendered.
The Impact of adoption of these standards may have material effects in its financial statement and the bank is still
assessing the impact of adoption to its financial statements.
5.

Significant Accounting Policies
The accounting policies applied by the bank for these Interim condensed consolidated financial statements are
consistent with those described in the Annual Report of FY 2017/18, as are the method of computation.

4.1 Basis of Measurement
The Interim condensed consolidated financial statements have been prepared on historical cost basis except for the
following material items in the statement of financial position:


derivative financial instruments are measured at fair value



financial instruments at fair value through profit or loss are measured at fair value



investment property is measured at fair value



liabilities for cash-settled share-based payment arrangements are measured at fair value



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

4.2

Basis of Consolidation

a.

Business Combination
Business combinations are accounted for using the acquisition method as at the acquisition date i.e. when control is
transferred to the Bank. Control is the power to govern the financial and operating policies of an entity to obtain
benefits from its activities. In assessing control, the Group takes into consideration potential voting rights that currently
are exercisable.
The Bank measures goodwill at the acquisition date as;


the fair value of the consideration transferred, plus



the recognized amount of any non-controlling interests in the acquire, plus



if the business combination is achieved in stages, the fair value of the preexisting equity interest in the acquire,
less



the net recognized amount (generally fair value) of the identifiable assets acquired and liabilities assumed.



When the excess is negative, a bargain purchase gain is recognized immediately in profit or loss.



The consideration transferred does not include amounts related to the settlement of pre-existing relationships.
Such amounts are generally recognized in profit or loss.



Transaction costs, other than those associated with the issue of debt or equity securities, that the Bank incurs in
connection with a business combination are expensed as incurred.



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

b.

Non-Controlling Interest (NCI)
For each business combination, the Bank elects to measure any non-controlling interests in the acquiree either:



at fair value; or
at their proportionate share of the acquire identifiable net assets, which are generally at fair value.

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

Subsidiaries
Subsidiaries are the entities controlled by the Bank. The Bank controls an entity if it is exposed, or has rights, to
variable returns from its involvement with the investee and has the ability to affect those returns through its power
over the investee. The Financial Statements of subsidiaries are included in the Consolidated Financial Statements from
the date that control commences until the date that control ceases.
The Bank reassesses whether it has control if there are changes to one or more of the elements of control. In preparing
the consolidated financial statements, the financial statements are combined line by line by adding the like items of
assets, liabilities, equity, income, expenses and cash flows of the parent with those of its subsidiary. The carrying
amount of the parent’s investment in subsidiary and the parent’s portion of equity of subsidiary are eliminated in full.
All intra group assets and liabilities, equity, income, expenses and cash flows relating to transactions between entities
of the group (such as interest income and technical fee) are eliminated in full while preparing the consolidated financial
statements.

d.

Loss of Control
Upon the loss of control, the Bank derecognizes the assets and liabilities of the subsidiary, carrying amount of noncontrolling 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 reclassified to profit or
loss or retained earnings as appropriate. Any surplus or deficit arising on the loss of control is recognized in the profit
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 financial instruments depending on the level of influence retained

e.

Special Purpose Entities
Special purpose entities (SPEs) are entities that are created to accomplish a narrow and well-defined objectives. An
SPE is consolidated if, based on an evaluation of the substance of its relationship with the Bank and the SPE’s risks
and rewards, the Bank concludes that it controls the SPE.
The following circumstances may indicate a relationship in which, in substance, the Bank controls and consequently
consolidates an SPE:


The activities of the SPE are being conducted on behalf of the Bank according to it specific business needs so that
the Bank obtains benefits from the SPE’s operation.



The Bank has the decision-making powers to obtain the majority of the benefits of the activities of the SPE or, by
setting up an ‘autopilot’ mechanism, the Bank has delegated these decision-making powers.



The Bank has rights to obtain the majority of the benefits of the SPE and therefore may be exposed to risks
incident to the activities of the SPE.



f.

The Bank retains the majority of the residual or ownership risks related to the SPE or its assets in order to obtain
benefit from its activities.

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

4.3

Cash and Cash equivalent
Cash and cash equivalents include cash in hand, balances with B/FIs, money at call & short notice and highly liquid
financial assets with original maturities of three months or less from the acquisition dates that are subject to an
insignificant risk of changes in their fair value and are used by the Bank in the management of its short-term
commitments.
Cash and cash equivalents are carried at amortized cost in the statement of financial position.

4.4

Financial Assets and Financial Liabilities

A.

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

B.

Classification

I.

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

i.

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

ii.



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



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

Financial assets measured at fair value
Financial assets other than those measured at amortized cost are measured at fair value. Financial assets measured at
fair value are further classified into two categories as below:



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



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

II.

Financial Liabilities
The Bank classifies its financial liabilities, other than financial guarantees and loan commitments, as follows;


Financial Liabilities at Fair Value through Profit or Loss
Financial liabilities are classified as fair value through profit or loss if they are held for trading or are designated
at fair value through profit or loss. Upon initial recognition, transaction costs are directly attributable to the
acquisition are recognized in Statement of Profit or Loss as incurred. Subsequent changes in fair value is
recognized at profit or loss



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

C.

Measurement

i.

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

ii.

Subsequent Measurement
A financial asset or financial liability is subsequently measured either at fair value or at amortized cost based on the
classification of the financial asset or liability. Financial asset or liability classified as measured at amortized cost is
subsequently measured at amortized cost using effective interest rate method.
The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial
liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortization
using the effective interest method of any difference between that initial amount and the maturity amount, and minus
any reduction for impairment or uncollectibility.
Financial assets classified at fair value are subsequently measured at fair value. The subsequent changes in fair value
of financial assets at fair value through profit or loss are recognized in Statement of Profit or Loss whereas of financial
assets at fair value through other comprehensive income are recognized in other comprehensive income.

4.4.1 Derecognition
Derecognition of Financial Assets
The Bank derecognizes a financial asset when the contractual rights to the cash flows from the financial asset expire,
or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all the risks and
rewards of ownership of the financial asset are transferred or in which the Bank neither transfers nor retains
substantially all the risks and rewards of ownership and it does not retain control of the financial asset.
Any interest in such transferred financial assets that qualify for derecognition that is created or retained by the Bank
is recognized as a separate asset or liability. On derecognition of a financial asset, the difference between the carrying
amount of the asset (or the carrying amount allocated to the portion of the asset transferred), and the sum of (i) the
consideration received (including any new asset obtained less any new liability assumed) and (ii) any cumulative gain
or loss that had been recognized in other comprehensive income is recognized in profit or loss.
In transactions in which the Bank neither retains nor transfers substantially all the risks and rewards of ownership of
a financial asset and it retains control over the asset, the Bank continues to recognize the asset to the extent of its
continuing involvement, determined by the extent to which it is exposed to changes in the value of the transferred
asset.
Derecognition of Financial Liabilities
A financial liability is derecognized when the obligation under the liability is discharged or canceled or expired. Where
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is treated as a derecognition of
the original liability and the recognition of a new liability. The difference between the carrying value of the original
financial liability and the consideration paid is recognized in Statement of Profit or Loss.
4.4.2 Determination of Fair Value
Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing
parties in an arm’s length transaction on the measurement date. The fair value of a liability reflects its non-performance
risk
The fair values are determined according to the following hierarchy:
Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets for identical assets
or liabilities.
Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted prices for identical
or similar instruments in inactive markets and financial instruments valued using models where all significant inputs
are observable.
Level 3 portfolios are those where at least one input, which could have a significant effect on the instrument’s
valuation, is not based on observable market data.
When available, the Bank measures the fair value of an instrument using quoted prices in an active market for that
instrument. A market is regarded as active if quoted prices are readily and regularly available and represent actual and
regularly occurring market transactions on an arm’s length basis. If a market for a financial instrument is not active,
the Bank establishes fair value using a valuation technique. Valuation techniques include using recent arm’s length
transactions between knowledgeable, willing parties (if available), reference to the current fair value of other
instruments that are substantially the same, discounted cash flow analyses.
The best evidence of the fair value of a financial instrument at initial recognition is the transaction price – i.e. the fair
value of the consideration given or received. However, in some cases, the fair value of a financial instrument on initial
recognition may be different to its transaction price. If such fair value is evidenced by comparison with other

observable current market transactions in the same instrument (without modification) or based on a valuation
technique whose variables include only data from observable markets, then the difference is recognized in profit or
loss on initial recognition of the instrument. In other cases the difference is not recognized in profit or loss immediately
but is recognized over the life of the instrument on an appropriate basis or when the instrument is redeemed, transferred
or sold, or the fair value becomes observable.
All unquoted equity investments are recorded at cost, considering the non-trading of promoter shares up to the date of
balance sheet, the market price of such shares could not be ascertained with certainty. Hence, these investments are
recognized at cost net of impairment, if any.
4.4.3 Impairment
At each reporting date the Bank assesses whether there is any indication that an asset may have been impaired. If such
indication exists, the recoverable amount is determined. A financial asset or a group of financial assets is impaired
and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or more
events occurring after the initial recognition of the asset (a loss event), and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.
The Bank considers the following factors in assessing objective evidence of impairment:


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



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



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



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



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

The Bank considers evidence of impairment for loans and advances and held-to-maturity investment securities at both
a specific asset and collective level. All individually significant loans and advances and held-to-maturity investment
securities are assessed for specific impairment. Those found not to be specifically impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.
Loans and advances and held-to-maturity investment securities that are not individually significant are collectively
assessed for impairment by grouping together loans and advances and held-to-maturity investment securities with
similar risk characteristics. Impairment test is done on annual basis for trade receivables and other financial assets based
on the internal and external indication observed.
In assessing collective impairment, the Bank uses statistical modelling of historical trends of the probability of default,
the timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether current
economic and credit conditions are such that the actual losses are likely to be greater or less than suggested by historical
trends. Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked against actual
outcomes to ensure that they remain appropriate.
a) Impairment losses on assets measured at amortised cost
As per NAS 39
Financial assets carried at amortised cost (such as amounts due from Banks, loans and advances to customers as well
as held–to–maturity investments is impaired, and impairment losses are recognized, only if there is objective evidence
as a result of one or more events that occurred after the initial recognition of the asset. The amount of the loss is
measured as the difference between the asset's carrying amount and the deemed recoverable value of loan.

Loans and advances to customers with significant value (Top 100 borrowers and borrowers classified as bad as per
Nepal Rastra Bank Directive) are assessed for individual impairment test. The recoverable value of loan is estimated
on the basis of realizable value of collateral and the conduct of the borrower/past experience of the bank. Assets that
are individually assessed and for which no impairment exists are grouped with financial assets with similar credit risk
characteristics and collectively assessed for impairment. The credit risk statistics for each group of the loan and
advances are determined by management prudently being based on the past experience. For the purpose of collective
assessment of impairment bank has categorized assets in to 10 broad products as follows:
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Term Loan
Overdraft Loan
Import Loan
Demand and Working capitals Loan
Personal residential Loan
Real estate Loan
Margin lending Loan
Hire Purchase Loan
Deprived Sector Loan
Others

If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously recognised impairment loss is increased or reduced by
adjusting the other reserves and funds (impairment reserve) in other comprehensive income and statement of changes
in equity. If a future write–off is later recovered, the recovery is credited to the ’Income Statement’.
As per Loan Loss Provision of Nepal Rastra Bank
Loan loss provisions in respect of non-performing loans and advances are based on management’s assessment of the
degree of impairment of the loans and advances, subject to the minimum provisioning level prescribed in relevant
NRB guidelines. Provision is made for possible losses on loans and advances including bills purchased at 1% to 100%
on the basis of classification of loans and advances, overdraft and bills purchased in accordance with NRB directives.
Policies Adopted
As per the Carve out notice issued by ICAN, the Bank has measured impairment loss on loan and advances as the
higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and amount determined
as per paragraph 63 of NAS 39.
b)

Impairment of investment in equity instrument classified as fair value through other comprehensive income
Where objective evidence of impairment exists for available-for-sale financial assets, the cumulative loss (measured
as the difference between the amortised cost and the current fair value, less any impairment loss on that financial asset
previously recognised in the statement of profit or loss) is reclassified from equity and recognised in the profit or loss.
A significant or prolonged decline in the fair value of an equity security below its cost is considered, among other
factors in assessing objective evidence of impairment for equity securities.
If, in a subsequent period, the fair value of a debt instrument classified as available-for-sale increases and the increase
can be objectively related to an event occurring after the impairment loss was recognised, the impairment loss is
reversed through the statement of profit or loss. Impairment losses recognised in the profit or loss on equity instruments
are not reversed through the profit or loss.

4.5

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

Trading assets and liabilities are initially recognized at fair value and subsequently measured at fair value in the
statement of financial position, with transaction costs recognized in profit or loss. All changes in fair value are
recognized as part of net trading income in profit or loss as regarded as fair value through profit & loss account.
4.6

Derivative Assets and Derivative Liabilities
Derivatives held for risk management purposes include all derivative assets and liabilities that are not classified as
trading assets or liabilities. Derivatives held for risk management purposes are measured at fair value in the statement
of financial position.
Considering the requirement of NAS 39 for qualification of hedge accounting and cost benefits along with materiality,
Bank has not adopted hedge accounting for certain derivatives held for risk management.

4.7

Property and Equipment

a.

Recognition and Measurement
The cost of an item of property and equipment shall be recognized as an asset, initially recognized at cost, if, and only
if:


it is probable that future economic benefits associated with the item will flow to the entity; and



the cost of the item can be measured reliably.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the following:


the cost of materials and direct labour;



any other costs directly attributable to bringing the assets to a working condition for their intended use;



when the Bank has an obligation to remove the asset or restore the site, an estimate of the costs of dismantling
and removing the items and restoring the site on which they are located; and



Capitalized borrowing costs.

The Bank adopts cost model for entire class of property and equipment except for land. Apart from land neither class of
the property and equipment are measured at revaluation model nor is their fair value measured at the reporting date. The
items of property and equipment are measured at cost less accumulated depreciation and any accumulated impairment
losses.
Purchased software that is integral to the functionality of the related equipment is capitalized as part of that equipment.
Subsequent expenditure is capitalized if it is probable that the future economic benefits from the expenditure will flow
to the Bank. Ongoing repairs and maintenance to keep the assets in working condition are expensed as incurred. Any
gain or loss on disposal of an item of property and equipment (calculated as the difference between the net proceeds
from disposal and the carrying amount of the item) is recognized within other income in profit or loss.
b.

Capital Work in Progress
Fixed assets under construction and cost of assets not ready for use are shown as capital work in progress.

c.

Depreciation
Depreciation on other assets is calculated using the straight- line method to allocate their cost to their residual values
over their estimated useful life as per management judgement as follows:

Group
Computer

Useful Life (In Years)
5-10

Metal Furniture

10

Office Equipment & Others

10

Vehicle

8

Wooden Furniture

10

Building

50

Lease Hold Assets are amortized on a straight line basis in profit or loss over the period of the lease agreement, from
the date that it is available for use.
Non-consumable items having life less than one year or costing less than NPR 10,000 are expensed off during the year
of purchase. Capital nature expenditures on immovable Non-consumable items of more than NPR 3,000 are recognized
as fixed assets on the basis of their useful life and required level of control.
d.

Derecognition
The carrying amount of Property and Equipment shall be derecognized on disposal or when no future economic benefits
are expected from its use or disposal. The gain or loss arising from the derecognition of an item of property and
equipment shall be included in profit or loss when the item is derecognized (unless on a sale & lease back).The gain
shall not be classified as revenue.
Depreciation method, useful lives and residual value are reviewed at each reporting date and adjusted, if any.

4.8

Intangible Assets / Goodwill
Goodwill
Any excess of the cost of acquisition over the fair values of the identifiable net assets acquired in Business
Combination is recognised as goodwill. Following initial recognition, goodwill is measured at cost less any
accumulated impairment losses.
Goodwill is reviewed for impairment annually, or more frequently, if events or changes in circumstances indicate that
the carrying value may be impaired.
Acquired Intangible Assets
Intangible assets are initially measured at fair value, which reflects market expectations of the probability that the
future economic benefits embodied in the asset will flow to the Bank, and are amortized on the basis of their expected
useful lives.
Computer software
Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and bring to use the
specific software. Costs associated with the development of software are capitalized where it is probable that it will
generate future economic benefits in excess of its cost. Computer software costs are amortized on the basis of expected
useful life. Costs associated with maintaining software are recognized as an expense as incurred.
At each reporting date, these assets are assessed for indicators of impairment. In the event that an asset’s carrying
amount is determined to be greater than its recoverable amount, the asset is written down immediately.

Software is amortised on a straight line basis in profit or loss over its estimated useful life, from the date that it is
available for use. The estimated useful life of software for the current and comparative periods is five years.
Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if
appropriate.
4.9

Grant Received for Sakchyam Access to Finance for Poor Challenge Fund Programme:
Sakchyam Access to Finance for Poor Challenge Fund (AFPCF or the Project) Programme is an initiative funded by
UK Aid from the British Government as part of a bilateral agreement between the Governments of Nepal and the
United Kingdom. It is managed by the Louis Berger Group Inc. for the Department of International Development
(DFID Nepal) in partnership with local and international institutions.
The objective of the project is to provide Complete Banking Solution to the rural populace through branches,
branchless banking outlets and Alternate Channels.
The project aims at encouraging the development and implementation of innovative and new financial products and
services aimed at poor people and communities, which deliver socio-economic benefits to large number of poor
people, which are also commercially sustainable. In order to extend various modern and convenient financial services
to some Districts of Mid and Far Western region of Nepal, the Bank has entered into an agreement with Sakchyam
Access to Finance Program implemented by Louis Berger for the Department of International Development (DFID
Nepal). Through this agreement, the Bank has received financial grants as matching fund towards its equal share of
the expenditure of the project. The reimbursement of expenses received has been accounted in accordance with Nepal
Accounting Standard-10 on Government Grants.
Grant received towards purchase of fixed assets has been recognised to asset account. Any depreciation on the assets,
in the income statement will be reduced pro rata in accordance with grant relative to the asset value.
Grant received as reimbursements of operating expenses incurred or to be incurred are recognized in profit or loss in
the period when the costs are incurred.

4.10 Investment Property/Non-Current Assets Held for Sale
Investment Property
Investment properties include land or land and buildings other than those classified as property and equipment and
non-current assets held for sale. Generally, it includes land, land and building acquired by the Bank as non-banking
assets but not sold as on the reporting date.
The Bank holds investment property that has been acquired through enforcement of security over the loans and
advances.
Non-Current Assets Held for Sale
Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the disposal
groups) are classified as held for sale and measured at the lower of their carrying amount and fair value less cost to
sell when: (i) their carrying amounts will be recovered principally through sale; (ii) they are available-for-sale in their
present condition; and (iii) their sale is highly probable.
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.

4.11 Income Tax
Tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except
to the extent that they relate to items recognised directly in equity or in other comprehensive income.
a.

Current Tax
Current tax is the expected tax payable or recoverable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.
Current tax payable also includes any tax liability arising from the declaration of dividends.

b.

Deferred Tax
Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred income tax is determined using
tax rate applicable to the Bank as at the reporting date which is expected to apply when the related deferred income
tax asset is realized or the deferred income tax liability is settled.
Deferred tax assets are recognized where it is probable that future taxable profit will be available against which the
temporary differences can be utilized.

4.12 Deposits, debts securities issued and subordinated liabilities
a.

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

b.

Debt Securities Issued
It includes debentures, bonds or other debt securities. Deposits, debt securities issued and subordinated liabilities are
initially measured at fair value minus incremental direct transaction costs, and subsequently measured at their
amortised cost using the effective interest method, except where the Group designates liabilities at fair value through
profit or loss. However, the bank does not have any issue of such debt securities.
Subordinated Liabilities
Subordinated liabilities are those liabilities which at the event of winding up are subordinate to the claims of
depositors, debt securities issued and other creditors. The bank does not have any of such subordinated liabilities.

4.13 Provisions
The Bank recognizes a provision if, as a result of past event, the Bank has a present constructive or legal obligation
that can be reliability measured and it is probable that an outflow of economic benefit will be required to settle the
obligation.
A disclosure for contingent liability is made when there is a possible obligation or a present obligation that may but
probably will not require an outflow of resources. When there is a possible obligation or a present obligation in respect
of which the likelihood of outflow of resources is remote, no provision or disclosure is made.
A provision for onerous contract is recognized when the expected benefits to be derived by the Bank from a contract
are lower than the unavoidable cost of meeting its obligation under the contract.

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. If it is no longer
probable that an outflow of resources would be required to settle the obligation, the provision is reversed. Contingent
assets are not recognized in the financial statements. However, contingent assets are assessed continually and if it is
virtually certain that an inflow of economic benefits will arise, the asset and related income are recognized in the
period in which the change occurs.
4.14 Revenue Recognition
Revenue is the gross inflow of economic benefits during the period arising from the course of the ordinary activities
of an entity when those inflows result in increases in equity, other than increases relating to contributions from equity
participants. Revenue is recognized to the extent it is probable that the economic benefits will flow 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 Bank’s revenue comprises of interest income, fees and commission, foreign exchange
income, cards income, remittance income, bancassurance commission, etc. and the bases of incomes recognition are
as follows:
a.

Interest Income
Interest income on available-for-sale assets and financial assets held at amortised cost shall be recognized using the
bank’s normal interest rate which is very close to effective interest rate using effective interest rate method.
For income from loans and advances to customers, initial charges are not amortised over the life of the loan and
advances as the income so recognized closely approximates the income that would have been derived under effective
interest rate method. The difference is not considered material. The Bank considers that the cost of exact calculation
of effective interest rate method exceeds the benefit that would be derived from such compliance.
The effective interest method is a method of calculating the amortised cost of a financial asset or a financial liability
and of allocating the interest income or interest expense over the relevant period. The effective interest rate is the rate
that discounts estimated future cash payments or receipts through the expected life of the financial instrument or, when
appropriate, a shorter period, to the net carrying amount of the financial asset or financial liability. When calculating
the effective interest rate, the Bank estimates cash flows considering all contractual terms of the financial instrument
(for example, prepayment options) but does not consider future credit losses. As per the Carve-out Notice issued by
ICAN, the calculation includes all fees paid or received between parties to the contract that are an integral part of the
effective interest rate, transaction costs and all other premiums or discounts unless it is immaterial or impracticable to
determine reliably, between parties to the contract that are an integral part of the effective interest rate, transaction
costs and all other premiums or discounts.
Gains and losses arising from changes in the fair value of financial instruments held at fair value through profit or
loss are included in the statement of profit or loss in the period in which they arise. Contractual interest income and
expense on financial instruments held at fair value through profit or loss is recognized within net interest income.

b.

Fees & Commission
Fees and commissions are recognized on an accrual basis when the service has been provided or significant act
performed whenever the benefit exceeds cost in determining such value. Whenever, the cost of recognizing fees and
commissions on an accrual basis exceeds the benefit in determining such value, the fees and commissions are charged
off during the year.

c.

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

d.

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

e.

Net Income from other financial instrument at fair value through Profit or Loss
Net income from other financial instruments at fair value through profit or loss relates to non-trading derivatives held
for risk management purposes that do not form part of qualifying hedge relationships and financial assets and liabilities
designated at fair value through profit or loss. It includes all realised and unrealised fair value changes, interest,
dividends and foreign exchange differences.

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

Short Term Employee Benefits
Short term employee benefit 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 benefits.
Short-term employee benefits include all the following items (if payable within 12 months after the end of the reporting
period):

b.



wages, salaries and social security contributions,



paid annual leave and paid sick leave,



profit-sharing and bonuses and



non-monetary benefits

Post-Employment Benefits
Post-employment benefit plan includes the followings;

i.

Defined Contribution Plan
A defined contribution plan is a post-employment benefit plan under which the Bank pays fixed contributions into a
separate entity and has no legal or constructive obligation to pay further amounts. Obligations for contributions to
defined contribution plans are recognised as personnel expenses in profit or loss in the periods during which related
services are rendered.
Contributions to a defined contribution plan that are due more than 12 months after the end of the reporting period in
which the employees render the service are discounted to their present value.
All employees of the Bank are entitled to receive benefits under the provident fund, a defined contribution plan, in
which both the employee and the Bank contribute monthly at a pre-determined rate of 10% of the basic salary. The
Bank does not assume any future liability for provident fund benefits other than its annual contribution. The bank has
not considered the gratuity of 8.33% as required by new Labor Act 2074 however, provision of gratuity has been done
on the basis of actuarial valuation done as per HR bylaw of the Bank.

ii.

Defined Benefit plan
The Bank continues to operate gratuity, accumulated annual leave payments and sick leave payments as postretirement benefits as defined benefit schemes.
A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Bank’s net
obligation in respect of defined benefit plans is calculated separately for each plan by estimating the amount of future
benefit that employees have earned in return for their service in the current and prior periods. That benefit is discounted
to determine its present value. Any unrecognised past service costs and the fair value of any plan assets are deducted.
The Bank recognises all actuarial gains and losses net of deferred tax arising from defined benefit plans immediately
in other comprehensive income and all expenses related to defined benefit plans in employee benefit expense in profit
or loss.
The Bank recognises gains and losses on the curtailment or settlement of a defined benefit plan when the curtailment
or settlement occurs. The gain or loss on curtailment or settlement comprises any resulting change in the fair value of
plan assets, any change in the present value of the defined benefit obligation, any related actuarial gains and losses
and any past service cost that had not previously been recognised.

iii.

Termination Benefits
Termination benefits are recognised as an expense when the Bank is demonstrably committed, without realistic
possibility of withdrawal, to a formal detailed plan to either terminate employment before the normal retirement date,
or to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Termination benefits
for voluntary redundancies are recognised as an expense if the Bank has made an offer of voluntary redundancy, it is
probable that the offer will be accepted, and the number of acceptances can be estimated reliably. If benefits are
payable more than 12 months after the reporting date, then they are discounted to their present value.

4.17 Leases
Lease payments under an operating lease shall be recognized as an expense on a straight-line basis over the lease term
unless either:
(a) Another systematic basis is more representative of the time pattern of the user’s benefit even if the payments to
the lessors are not on that basis; or
(b) The payments to the lessor are structured to increase in line with expected general inflation to compensate for the
lessor’s expected inflationary cost increases. If payments to the lessor vary because of factors other than general
inflation, then this condition is not met.
Majority of lease agreements entered by the Banks are with the clause of normal increment of 5%-10% p.a. which the
management assumes are in line with the lessor’s expected inflationary cost increases.
4.18 Foreign Currency Translation
The financial statements are presented in Nepalese Rupees (NPR).
Transactions in foreign currencies are initially recorded at the functional currency rate of exchange ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the functional
currency rate of exchange at the statement of financial position date.
Foreign exchange gains and losses resulting from the settlement of such transactions, and from the translation at yearend exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the statement
of profit or loss.

Non-monetary assets and liabilities are translated at historical exchange rates if held at historical cost, or year-end
exchange rates if held at fair value, and the resulting foreign exchange gains and losses are recognized in either the
statement of profit or loss or shareholders’ equity depending on the treatment of the gain or loss on the asset or liability.
4.19 Financial guarantee and loan commitment
Financial guarantees are contracts that require the Bank to make specified payments to reimburse the holder for a loss
it incurs because a specified debtor fails to make payment when due in accordance with the terms of a debt instrument.
Loan commitments are firm commitments to provide credit under pre-specified terms and conditions.
Loan commitment is the commitment where the Bank has confirmed its intention to provide funds to a customer or
on behalf of a customer in the form of loans, overdrafts, future guarantees, whether cancellable or not, or letters of
credit and the Bank has not made payments at the reporting date, those instruments are included in these financial
statement as commitments.
4.20 Share Capital and Reserves
The Bank classifies capital instruments as financial liabilities or equity instruments in accordance with the substance
of the contractual terms of the instruments. Equity is defined as residual interest in total assets of the Bank after
deducting all its liabilities. Common shares are classified as equity of the Bank and distributions thereon are presented
in statement of changes in equity.
Dividends on ordinary shares and preference shares classified as equity are recognized in equity in the period in which
they are declared.
Incremental costs directly attributable to the issue of an equity instrument are deducted from the initial measurement
of the equity instruments considering the tax benefits achieved thereon.
The reserves include retained earnings and other statutory reserves such as general reserve, foreign exchange
equalization reserve, regulatory reserve, investment adjustment reserve, CSR reserve and Actuarial Gain/Loss reserve.
4.21 Earnings per share including diluted
The Bank presents basic and diluted earnings per share (EPS) data for its ordinary shares. The basic EPS is calculated
by dividing the profit 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 profit or loss attributable
to ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares.
Segment Reporting
The basis used to identify the Bank's reporting segments are discussed in Annual report of Fiscal Year 2018.
Information about reportable segments

Amount in NPR

Segment
Liabilities

Corresponding
Previous Year Quarter

Current Quarter

Corresponding
Previous Year Quarter

Current Quarter

Corresponding
Previous Year Quarter

Total

Current Quarter

Treasury

Corresponding
Previous Year Quarter

Remittance

Current Quarter

Revenues
from external
customers
Intersegment
revenues
Segment
profit (loss)
before tax
Segment
Assets

Micro

Corresponding
Previous Year Quarter

Particulars

General Banking

Current Quarter

Cards

Corresponding
Previous Year Quarter

a.

Current Quarter

6.

103,376,764

52,076,757

6,358,241,450

3,524,141,892

398,394,756

202,935,363

17,235,457

12,799,478

592,931,123

371,821,688

7,470,179,550

4,163,775,178

-

-

340,554,617

186,121,439

(340,554,617)

(186,121,439)

-

-

-

-

-

-

44,346,591

27,232,751

1,063,297,209.93

416,837,767

28,149,313.26

(26,489,987)

12,400,710

9,100,203

561,080,963

314,776,479

1,709,274,787

741,457,213

116,965,991

1,199,623,655

74,778,556,341

33,784,169,269

7,024,802,683

12,311,829,711

8,572,163

4,237,543

14,321,386,785

10,399,200,982

96,250,283,963

57,699,061,159

23,686,006

9,356,838

89,227,442,962

52,961,166,335

-

-

36,335

629,750

6,999,118,660

4,727,908,237

96,250,283,963

57,699,061,159

b.

Reconciliation of reportable segments profit or loss

Current
Quarter

Corresponding
Previous
Quarter

Total Profit before Tax for reportable
segments

1,709,274,787

741,457,213

Profit before Tax for other segments

-

-

Elimination of inter segment profit

-

-

Elimination of discontinued operation

-

-

Unallocated amounts:

-

-

-Other Corporate expenses

-

-

1,709,274,787

741,457,213

Particulars

Profit before Tax

7.

Amount in NPR

Related party disclosures
There were no changes in the related party transactions described in the Annual Report of Fiscal Year 2017/18 that
have a material effect on the financial position or performance of the bank in the third quarter to 30th Chaitra 2075
(13th April 2019). All related party transactions that took place in the third quarter to 30th Chaitra 2075 (13th April
2019) were similar in nature to those disclosed in the Annual Report of Fiscal Year 2017/18.

8.

Dividend paid (aggregate or per share) separately for ordinary shares and other shares
Final dividend, 6.85% equivalent to amount 704,558,570.59 as cash dividend and 1.0023% equivalent amount Rs.
103,094,875.80 as stock dividend, per ordinary share proposed and paid during the period relating to the previous
financial years results.

9.

Issues, repurchases and repayments of debt and equity securities
There were no such transaction takes place in the third quarter to 30th Chaitra 2075 (13th April 2019).

10.

Events after Interim period
There have been no material events after the reporting which would require disclosure or adjustment to these interim
condensed consolidated financial statements.

11.

Effect of changes in the composition of the entity during the Interim period including merger and acquisition.
There is no changes in the composition of the Group in the third quarter to 30th Chaitra 2075 (13th April 2019).
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lgofds lgsfox?åf/f hf/L gLlt Pjd\ lgb]{zgsf] kfngf ub}{ cfPsf] 5 . lj:t[t dfkb08 ;lxtsf
gLlt, lgodfjnL tyf sfo{ljlwx?sf ;fy} k|efjsf/L 9+un] :yflkt ;+/rgfTds 9fFrf tyf ;f]
adf]lhdsf] sfo{If]q tyf clwsf/ ljefhgn] a}+ssf] cfGtl/s lgoGq0f k|0ffnL k|efjsf/L agfpg'sf
;fy} a}+sdf cg'udg tyf lgoGq0f ug{ ul7t ljleGg ;ldlt÷pk;ldltx?sf] ;q[mo e'ldsfn] ;+:yfut
;'zf;gnfO{ yk dha't agfPsf] 5 .

&=

;To, tYotf ;DaGwdf sfo{sf/L k|d'vsf] pb\3f]if0f
cfhsf ldlt;Dd o; k|ltj]bgdf pNn]lvt hfgsf/L tyf ljj/0fx?sf] z'4tf ;DaGwdf d JolQmut
?kdf pQ/bfloTj lnG5' . ;fy} d of] pb\3f]if ub{5' sL d}n] hfg]a'em];Dd o; k|ltj]bgdf pNn]lvt
ljj/0fx? ;To, tYo / k"0f{ 5g\ / nufgLstf{x?nfO{ ;";'lrt lg0f{o lng cfjZos s'g} ljj/0f, ;"rgf
tyf hfgsf/Lx? n'sfOPsf] 5}g .

