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® Be the most preferred robust bank in Nepal while uplifting

Vision
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",\‘ Become a leading, financially viable, socially acceptable, requlatory
attuned, environment friendly, inclusive financial services provider

socio-economic status of people.

for all the stakeholders’ wellbeing.
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Capital (In Bn) CAGR 63%
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Net Profit (In Mn) CAGR 33%
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"’\P A.P. & ASSOCIATES

CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT TO
The Shareholders of Muktinath Bikas Bank Limited

Report on the Financial Statements

We have audited the accompanying financial statements of Muktinath Bikas Bank Ltd.(The “Bank”). which
comprises of the Balance Sheet as at Ashad 32, 2075 (corresponding to July 16, 2018), and the Statement of
Profit & Loss , Changes in equity & Cash Flow Statement for the year then ended, and a summary of significant
accounting Policies and other explanatory notes.

Management Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of financial statements in accordance with
Nepal Financial Reporting Standards. This responsibility includes:designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statement that are free material
misstatement, whether due to fraud or error, selecting and applying appropriate accounting policies; and
making accounting estimates that are reasonable in the circumstances. Management has prepared financial
statements in accordance with regulatory provision of Nepal Rastra Bank & not in accordance with Nepal
Financial Reporting Standards. (NFRS)

Auditor Responsibility

Our responsibility is to express an opinion on these financial statements based on conducting audit in
accordance with Nepal Standards on Auditing and other applicable authoritative pronouncements issued by
Institute of Chartered Accountants of Nepal. Because of the matters described in the basis for disclaimer of
opinion paragraph, we were not able to obtain sufficient appropriate audit evidence to provide a basis for our
audit opinion on the financial statement not prepared as per NFRS.

Basis for disclaimer opinion

The applicable financial reporting framework for bank was changed to Nepal Financial Reporting
Standards(previous Local GAAP) effective from financial year starting on 1stShrawan 2073(16t July
2016).Change in financial reporting framework required transition to Nepal NFRS as at 1 Shrawan 2072(16 July
2015) and presentation of at least three statements of financial position, two statement of comprehensive
income, two separate income statements(if presented),two statement of cashflow and two statement of changes
in equity and related notes, including comparative information. However, financial statement have not been
prepared based on transitional provisions of NFRS-1 which requires identification, restatement, presentation &
disclosure of financial information based on new accounting as per NFRS.

The cumulative effect of not restating, presenting & disclosing financial information based on transition
provisions of NFRS is uncertain and could be material and pervasive.

Disclaimer of Opinion

Because of the significance of matter described in the Basis for disclaimer of Opinion paragraph, we have not

been able to obtain sufficient appropriate audit evidence for the cumulative effect of not restating financial items

and makmg additional disclosure as required by first time adoption of NFRS to provide a basis for an audit

> epmlon Accordmgly, we do not express an opinion on financial statements which have not been prepared in
SS




Report on the requirement of the Companies Act, 2063(revised on 19/01/2074), Bank &
Financial Institution Act, 2073

We have obtained information and explanations asked for, which to the best of our knowledge and belief, were
necessary for the purpose for our audit. In our opinion, the balance sheet, the profit and loss account, the cash
flow statement and the statement of changes in equity prepared in the format prescribed by Nepal Rastra Bank,
are in agreement with the books of account of bank; and proper books of account as required by law have been
kept by the bank. In our opinion the returns received from some branches were adequate for the purpose of the
audit though the statements are independently not audited.

In our opinion, so far as appeared from our examination of books, the bank has maintained adequate capital
fund and adequate provision for possible impairment of asset in accordance with directives of Nepal Rastra
Bank.

To the best of our information and according to explanation given to us and from so far appeared from our
examination of the books of accounts of the bank necessary for the purpose of our audit, we have not come
across cases where Board of Directors or any employee of the bank have acted contrary to the provisions of law,
or committed any misappropriation or caused loss or damage to the bank and violated any directives of Nepal
Rastra Bank or acted in a manner jeopardize the interest and security of the bank, its depositors and investors.

Except our opinion on the financial statements not prepared in accordance with the Financial Reporting
Frame < required for the fiscal year, the financial statements have been prepared, in all materials respects, in
accordancelwith Financial Reporting Framework as per the regulatory requirement of Nepal Rastra Bank.

»

. Anil Paudel

Asspciates,
Chartered Accountants

Kathmandu

Date: 27th Bhadra 2075
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Amount in OO0

S.N. Particulars 1-90 Days 91-180 Days  181-270 Days 271-365 Days Over 1 Year Total Amount
Assets
1 Cash Balance 693,214.35 - - - - 693,214.35
2  Balance with Banks & Fls 1,442,32431 - - - - 1,442,32431
B Investment in Foreign Banks - - - - - -
4 Call Money 6,190,025.55 - - - - 6,190,025.55
5 Government Securities 142,150.00 - - - - 142,50.00
6 Nepal Rastra BanRk Bonds 250,000.00 - - - - 250,000.00
7 Inter Bank & Fl Lending -
8 Loans & Advances 2,2451,666.67 156,667.06 170,638.81 133,167.76 2,347,871.61 25,260,011.92
9  Interest Receivable 125,141.18 873.23 951.11 74225 13,086.58 140,794.34
10 Reverse Repo - - - - - -
11 Receivables from other

Institutions under Commitment - - - - - -
12 Payment to be made for

facilities under s.no 20,21 & 22 630,117.22 - 8,000.00 5,0331.00 32,417.50 720,865.72
13 Others 631,965.27 94,744.52 59,985.09 47,956.58 65,615.40 900,266.86

Total Assets (A) 32,556,604.55 252,284.82 239,575.01 232,197.59 245899108  35,739,653.06
Liabilities
14 Current Deposits 478,613.13 51,542.95 36,816.39 58,906.23 110,449.18 736,327.90
15 Saving Deposits 3,109,357.25 1612,259.31 1,266,775.18 1,151,613.80 4,376,132.43 11,516,137.96
16  Fixed Deposits 291,684.90 1,024,697.00 1,036,190.65 6,352,932.09 3,448,762.45 12,154,267.09
17 Debentures - - - - - -
18 Borrowings:

(a) Call/Short Notice - - - - - -

(b) Inter-bank/Financial

Institutions - - - - - -

(c) Refinance - - - - - -

(d) Others - - - - - -
19 Other Liabilities and

Provisions 557,190.21 286,012.08 223,239.73 174,403.87 111,478.47 1,352,324.36

(a) Sundry Creditors 581.84 - - - - 581.84

(b) Bills Payable 1,0911.00 - - - - 10,911.00

(c) Interest Payable 62,795.66 62,795.66 62,795.66 62,795.66 62,795.66 313,978.28

(d) Provisions 344,402.17 137,760.87 103,320.65 68,880.43 34,440.22 688,804.35

(e) Others 138,499.55 85,455.56 5712342 42,727.78 14,242.59 338,048.90
20 Payableto

other institutions

under Commitment - - - - - -21

Unutilized Approved

Facilities 628,978.62 - - - - 628,978.62
22 Letter of Credit/

Guarantee (Net of Margin) 1,138.61 - 8,000.00 50,331.00 32,417.50 91,887.11
23 Repo - - - - - -
24 Payment to be made for

facilities under S.No 11 - - - - - -
25 Others 297,405.59 594,811.17 892,216.76 1,189,622.35 2,974,055.87 5,948,111.73

Total Liabilities (B) 5,364,368.31 3,569,322.52 3,463,238.71 8,977,809.33 11,053,295.90 32,428,034.76

Net Financial Assets (A-B) 27,92,236.24 -3,317,037.70  -3,223,663.70 -8,745,611.74 -8,594,304.81 3,311,618.29

Cumulative Net Financial

Assets 27,92,236.24 23,875,19854 2,0651,534.84 11,905,923.11 3,311,618.29 0.00
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UNAUDITED FINANCIAL STATEMENTS

Q00Y JTeT 3G FATGAD

Schedule 4.36
Amount in OO0

SN. PARTICULARS THIS QUARTER PREVIOUS QUARTER CORRESPONDING
ENDED ENDED PREVIOUS YEAR

QUARTER ENDED

1 Total Capital & Liabilities (1.1to 1.7) 34,949,337 28,929,754 19,749,335
1.1 Paid-up Capital 2,591,763 2,591,763 1,977,798
1.2 Reserves and Surplus 947,913 804,619 312,01

1.3 Debenture and Bond - - -
1.4 Borrowings - - -

1.5 Deposits (a+b) 30,354,845 24546,248 16,775,223

a. Domestic Currency 30,354,294 24,545,725 16,775,223

b. Foreign Currency 551 523 -
1.6 Income Tax Liabilities - -
1.7 Other Liabilities 1,054,816 987,124 684,303
2  Total Assets (2.1to 2.7) 34,949,337 28,929,754 19,749,335
21 Cash & Bank Balance 2,133,016 1,882,235 1,909,247
2.2 Money at call and short Notice 6,192,525 3,741,095 1,894,809
2.3 Investments 703,554 680,330 156,888
24 Loans & Advances (a+b+c+d+e+f) (Net) 25,260,012 21,993,125 15,316,388

a. Real Estate Loan 1,413,098 1,349,129 71,709

1. Residential Real Estate Loan
(Except Personal Home Loan upto Rs 10 mil) - = -

2. Business Complex & Residential Apartment Construction Loan 14,708 28,300 -
3. Income generating Commercial Complex Loan 34,629 34,522 41,282
4. Other Real Estate Loan (Including Land Purchase & Plotting) 1,363,761 1,286,307 670,427
b. Personal Home Loan of Rs. 10 mil or less 2,653,835 2,382,843 1,657,478
c. Margin Type Loan 274,272 138,845 -
d. Term Loan 4,380,128 3,767,739 2,660,521
e. Overdraft Loan / TR Loan / WC Loan 4,817,000 4,164,115 2,815,974
f. Others 11,721,679 10,190,454 7470,706
25 Fixed Assets 473,553 482,217 393,249
2.6 Non BanRing Assets (Net) - -
2.7 Other Assets 186,677 150,752 78,754

Continued...




UNAUDITED FINANCIAL STATEMENTS

Q00Y ATeT 3G FATGAD

Schedule 436
Amount in 000

SN. PARTICULARS THIS QUARTER PREVIOUS QUARTER CORRESPONDING
ENDED ENDED PREVIOUS YEAR
QUARTER ENDED
3 PROFIT & LOSS ACCOUNT UPTO THIS UPTO PREVIOUS UPTO
QUARTER QUARTER CORRESPONDING
YEAR PREVIOUS
QUARTER
31 Interest Income 3,100,513 2,121,435 1,881,953
32 Interest Expense 1,842,410 1,238,608 850,138
A Net Interest Income (3.1-3.2) 1,258,103 882,827 1,031,815
3.3 Fees Commission and Discount 65,125 46,647 39,985
3.4 Other Operating Income 340,938 234,013 181,453
35 Foreign Exchange Gain/Loss (Net) 254 n7 -
B Total Operating Income (A+3.3+3.4+3.5) 1,664,420 1,163,604 1,253,253
3.6 Staff Expenses 348,961 242,846 257,902
3.7 Other Operating Expenses 289,247 193,151 197,412
C Operating profit Before Provision (B-3.6-3.7) 1,026,212 727,607 797,939
3.8 Provision for Possible Loss 138,389 69,967 69,937
D Operating profit (C-3.8) 887,823 657,640 728,002
3.9 Non Operating Income/Expenses (Net) 13,894 13,183 32,819
3.10 Wirite BacR of Provision for Possible Loss 5,827 - 5,995
E Profit From Regular Activities (D+3.9+3.10) 907,544 670,823 766,816
3.11 Extraordinary Income/Expenses (Net) - - -
F Profit Before Bonus and Taxes (E+3.11) 907,544 670,823 766,816
3.12 Provision For Staff Bonus 82,504 60,984 69,711
3.13 Provision For Tax 249,565 182,266 210,172
G Net Profit/Loss (F-3.12 -3.13) 575,475 427,573 486,933
4 RATIOS FORTHIS QUARTER FORPREVIOUS FOR CORRESPONDING
QUARTER PREVIOUS YEAR
QUARTER
41 Capital Fund to RWA 14.25% 15.21% 14.96%
42 Non Performing Loan (NPL) to Total Loan 0.0044% 0.01% 0.02%
43 Total Loan Loss Provision to total NPL 23213% 8855% 5433%
4.4 Cost of Funds 9.03% 8.75% 7.66%
45 CD Ratio (Calculated as per NRB Directives) 7457% 79.21% 70.52%
46 Base Rate 12.51% 12.31% 1.68%
47 Interest Spread (as per NRB Circular) 6.00% 6.49% 757%
Additional Information (Optional)
Average Yield 15.23% 15.36% 15.41%
Return on Equity 16.26% 16.79% 21.27%
Return on Assets 1.65% 1.97% 2.49%

aIfiies Ufddeel 2008/ ©Y




Disclosure under Basel Il
As at Ashadh end-2075

Rs. in 000

1 Capital Structure and Capital Adequacy
1.1 Tier 1 Capital and a breaRdown of its components:
S.N. Particulars Amount
a Paid up Equity Share Capital 2,591,763
b Share Premium -
C Proposed Bonus Equity Shares 472,997
d Statutory General Reserves 411,251
e Retained Earnings 8,763
f Un-audited current year cumulative profit/(loss) -
g Other Free Reserve 17,508
h Less: Deferred Tax Assets -
i Less: Purchase of land & building in excess of limit and unutilized

Total Tier 1 Capital 3,502,282
1.2 Tier 1 Capital and a breaRdown of its components:
S.N. Particulars Amount
a General loan loss provision 256,218
b Exchange Equalization Reserve 39
C Investment Adjustment Reserve 4,634
d Other Reserves -

Total Tier 2 Capital 260,891
1.3 Details of Subordinated Term Debt (Numeric details):

The banR has not issued any Subordinated Term Debt.
1.4 Total Qualifying Capital:
S.N. Particulars Amount
a  Core Capital (Tier 1) 3,502,282
b  Supplementary Capital (Tier 2) 260,891

Total Capital Fund 3,763,173
1.5 Capital Adequacy Ratio:
S.N. Particulars Amount
a Tier 1 Capital to Total Risk Weighted Exposures 13.28%
b  Tierland Tier 2 Capital to Toral Risk Weighted Exposures 14.27%
1.6 Summary of the bank's internal approach to assess the adequacy of its capital to support current and furure activities:

Regular monitoring by the Internal Audit Department.

Periodic supervision by the Top Management.
1.7 Summary of the terms, conditions, and main features of Subordinated Term Debts (Debenture):

Not applicable




2 Risk Exposures

2.1 Risk weighted exposures for Credit Risk, MarRet Risk and Operational Risk:

Rs.in 000

S.N. Particulars Amount
a Risk Weighted Exposure for Credit Risk 25,004,767
b  Risk Weighted Exposure for Operational Risk 1,374,030
c RiskR Weighted Exposure for MarRet Risk 1,310
Total Risk Weighted Exposures 26,380,107
2.2 Risk weighted exposures under each of 11 categories of Credit Risk:
S.N. Categories Amount RWA
1 Claims on Government and Central Bank 2,615,779.00 -
2  Claims on Other Official Entities - -
3  Claims on Banks 6,192,560.00 1,238,512.00
4 Claims on Domestic Corporates and Securities Firms 2,186,510.00 2,186,510.00
5 Claims on Regulatory Retail Portfolio 14,468,818.19 10,851,614.00
6 Claims Secured by Residential Properties 2,129,549.00 1,277,729.00
7  Claims Secured by Commercial Real Estate 422,703.00 422,703.00
8 Past Due Claims 4,775.00 7163.00
9 High Risk Claims 5,447,264.00 8,170,896.00
10 Other Assets 706,605.13 700,387.00
11 Off Balance Sheet Items 500,531.15 149,253.00
Total 34,675,094.46 25,004,767.00
2.3 Total Risk weighted exposures calculation table:
S.N. Exposures Amount
1 Risk Weighted Exposures for Credit Risk 25,004,767
2 RiskR Weighted Exposures for Operational Risk 1,374,030
3  Risk Weighted Exposures for Market Risk 1,310
4 Total Risk Weighted Exposures 26,380,107
5 Total Core Capital Fund (Tier 1) 3,502,282
6 Total Capital Fund (Tier 1 & Tier 2) 3,763,173
7  Total Core Capital to Total Risk Weighted Exposures 13.28%
8 Total Capital to Total Risk Weighted Exposures 14.27%
2.4 Amount of NPAs (both Gross and Net):
S.N. Loan Classification Gross Amount Provision Net Amount
1 Restructure/Reschedule Loan - -
2 Substandard Loan 91.66 2292 68.75
B Doubtful Loan 54414 272.07 272.07
4 Loss Loan 47128 471.28 -
Total 1,107.08 766.27 340.82
2.5 NPA ratios:
S.N. Particulars Percentage
1 Gross NPA to Gross Loan and Advances 0.00438%
2 Net NPA to Net Loan and Advances 0.00136%

aIfiies Ufddeel 2008/ ©Y
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2.6 Movement of NPA (Gross):

Rs.in 000

S. N. Loan Classification Opening Balance Closing Balance Changein %
1 Substandard Loan - 91.66
2 Doubtful Loan 235.75 54414 130.82%
3 Loss Loan 2,653.63 47128 -82.24%
Total 2,889.37 1,107.08 -61.68%
Hence, total NPA has decreased by Rs. 1782.29 thousand.
2.7 Wirite off of Loans and Interest Suspense:
S.N. Particulars Amount
1 Write Off of Loans Nil
2 Write Off of interest suspense Nil
Total Nil
2.8 Movementin Loan Loss Provisions and Interest Suspense:
2.81 Movement of Loan Loss Provisions:
S. N. Particulars Opening Balance Closing Balance Changein %
1 Pass Loan 152,863.24 251,681.84 64.65%
2 Watch List Loan 1,358.78 4536.03 233.83%
3 Restructure/Reschedule Loan - -
4 Substandard Loan - 2292
5 Doubtful Loan 117.87 272.07 130.82%
6 Loss Loan 2,653.63 47128 -82.24%
7 PG & third party Collateral Loan
Total 156,993.51 256,984.15 63.69%
2.8.2 Movement of Interest Suspense:
S. N. Particulars Opening Balance Closing Balance Changein %
1 Interest Suspense 84,722.24 132,332.85 56.20%
2.9 Details of additional Loan Loss Provisions:
BanRk has not made any Additional Loan Loss Provision during the year.
2.10 Segregation of investment portfolio:
S.N. Investment Portfolio Amount
1 Held for Trading -
2 Held to Maturity 508,831.67
3 Available for Sale 194,722.45
2.11 Eligible Credit Risk Mitigants (CRM) as on 31st Ashadh, 2074
S.N. Particulars Amount
1 Deposit with Bank 463,641.06
2 Gold 139,753.61
Total 603,394.66
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B ~ 30% Micro Lending FY 2074/75
i NPA 0.0044% ; EPS 22.20 & PE Ratio 17.03
Lendlng Low Real Estate Exposure Earnlngs e
~.
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