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B&AssocIArES Reg. No. : 707
( C i rrle red A c c o u r tl r t6 )

INDEPENDENT AUOITOR'S REPORT

The Shcreholden of Solopo Biko: Bonk Limired

Reporl on lhe Audit of Finonciol Siotsmont.

l. lntsrerlRecogniliol
lnterest lncome of the bonk hos to be recoglnsed
on occruol bosls ond io llnc whh lntcrcst hcome
Recognltlon Guidelioes 2019 lssue by NRB.

. Howevcr, ln cose of bod loon: ond odvonces
{overdue for more thon l2 monrhs), this guideline:
requirei cc$ollon of lnterart rccognltion on
occruol bosls. This requires coraful obse.votion
ond colculolion for irleresl rccognltlon, hence we
hove considercd lf qs koy qudlt mqtter.

Opinion

We hovc oudlred lhe occomponylng flnonclql stotemcn* of t'l:, Solopo Eiko: Eonk Llmifed, Dlktel,
Khotong, Nepel (hereinofter referred to or "the bonk"), whidr comprises the llotement of finonciol
poilliqn qs ot Arhod 3'1, 2Q78lluly I 5, 2021I o.d stoternent ot profit or lo!s, slolemenl of cosh flow
& slotcmcn, of chonges in equlty for fhe yeor then ended ond nores to the flnonclol ilolemenls
includlng o summory of iignlflconl occountlng pollcles ond other explonotory notcs (hcreinofter
referred to os "the fino.ciol $otemen6").

ln our oplnlon, the occomponying flnonclol stolements glve q true ond loir view, in oll moteriql
respects, of thc finonciol positlon of the bonk os or Ashod 31, 2078 (July 15, 2021) ond ir flnonciol
performonce qnd lfs cosh flows for the yeor fhen endcd on thot dote in occordoncc with Nepol
Finqnciol Reporling Srordords (NFRS).

Bosis of Opinion

We conduaed our qudir in occordonce with Nepol Stondords on Auditing (NSAr. Our responslbilities
under those stqndords ore fudher delcribed in the oudltor'5 responsibilities for the oudit of ihe
flnonciol stotcments iection of our report. We ore independent of rhe bonk in occordonce wilh lhe
lnstitule of Chqrtered Accountont of Ncpol's code of ethics for professionol occounlonts togerher with
the ethlcol requirgments thot qre relcvont to our oudit of the finonciol *otements in Nepol, ond we
hove fulfillcd our ofher ethlcol rclpon5lblliriei in occordoncc wlth those requitemenB. We believe tio?
the oudlt eviden€cr we hove obtoincd ore sufficient ond opproprlote to provlde o bosis for our
opinlon.

K6y Audit Motters

Key oudll molleri ore lhose motlers ftqt, ln our professionol iudgment, were of most significonce in

our oudlt of $e finonciol $olcmcnts of the currenl period. These motlers werc oddre5ied in fie
conler(t of our oudlt of the ,inonclol stqlemenls os o whole, ond in forming our opinion thereon, ond
we do not provlde o seporote opinion on these fiollers.

B.& A. A
Chadered

ssociates
Accou

Reqistra tion N

Our Audil A h ond Re onseSK

ro I qo S aido sfrt6a

Kathma ndu,

Our oudlt opproodt regordlng
vcrlflcollon of procc:r of Inlerert
recognlrlon lncluded:

o. Obrolnlng claor undcr*qndlng
of thc proc*r of qccruql of
lnterest lncome on loon ond
odvonc"r ln lhc core bonking
softwore of thc bqnk,

Audit ,vlotlerg

01-4498347Kalhmandu, Nepal G



*
l(ey Audil Mottere Our Audit Approoch ond Responses

2. lmpoirmenl of Loon ond Advoncesr
As per NRB Directive 4 reod wlth corve out issued
by ASB, bonk sholl meosure impqirment loss on
loons ond odvonces ot the higher of:

o. Amount derived os per norms prescrlbed by
Nepol Rostro Bonk for loon loss provision; ond

b. Amount determlned os per poro 63 of NAS
39 odopting lncurred [oss Model

As per the norms prescribed by NRB provision,
provision on loon ond odvonces sholl be creoted
bosed on overdue slotus os well os utilizolion
stotus of the focility, secvrity stotus, borrower's
whereobouts etc.

A5 per NAS 39 reqd wlth NFRS 9, lmpoirment of
loon ond qdvqnces should be mode on collective
os well os individuol bosls, For lndividuolly
signiflconr loon ond odvonces, individuol
impoirmenl is meoseured os the difference
belween the ossers corrying omount ond presenl
yolue of eifimoted future cqsh flows.

For homogeneous groups of loons ond odvonces
lhol ore nol individuolly iignificont, collective
lmpoirmenl is done. Under collective impqirment,
loss is deiermined ofter toking irto occounf the
historicol loss experience in portfolios of similor
credlt rlsk ond monogement ludgemen, bqsed on
experience os to whefter current economic ond
credit conditions ore sudr thor the octuol level of
inherenl losses ot the reporting dote is likely ro
be greoter or less thon thor suggested by
historicol experiences,

b. Test cleck of intcrest racognlllon
with monudl compuiolion.

Our oudit opprooch regording
verlflcotion of lmpolrment of loon ond
odvonces included:

o. Review of the overduc slotus of
loons ond odvonces by
obroinlng doto from fie system
ond verified monuolly.

b. Somple credif files were
reviewed omong olher things
from the prespedlve of
utilizotion of loons ond odvonces
for the intended purpose by
woy of scrutiny of flnonclol
stotemenls, occount movemenl,
occount ,uanover elc.

c. Colloterol Voluotlon of the
security olong wlrh expeded
future cosh flow hos been
revlewed in somple bosis for
Individuolly significont loons ond
odvonces.

d. ln cose of homogenous loon:, we
ossessed the probobility of
defoult ond loss for given
defoult colculoted bosed on the
historicol loss experiences,

ln view of complexity in loon loss provision bosed
on NRB directlve ond NAS 39, we hove considerd
it os key oudit motter for our oudit,

Responsibilitier of Monogemonl ond fhose Chorged wilh Governonce for lhe Finonciol
Slolomsnts

Monogcmenl is responsible for the preporotion ond foir preseniotlon of the flnonclol ilotements in
occordonce with Nepol Finonclol Reporting Stondords, qnd for such intcrnol control os morogement
determlnes is ne€essory fo enoble the preporotlon of flnonclol sfotements thol ore free from moterlol
misstotements, wherhcr due to froud or error.

ln preporing fte finonciol stotements, mooogcment ls responslble for osscssing the bonk's obility to
continue os o going concern, disclosing, os opplicoblc, motters reloted to going concern ond using the

going concern bosis of occounling unless monogement eilher intend3 lo llquidote the bonk or to ceose

operotlons, or hos no reollstic olternotive but to do 50.

B.& A. Associates
Chartere d Accountants

Registration No:707
Kathma ndu,NePal

co 3il drtr6 qaa-{d I 11
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Thore drorgcd wlth governonce orc responsiblc for overseeing rhe bonk's finonciol reporting
process.

Audilor's Retponsibilitiee for lhe Audit of the Finonciol Stotemenls

Our obiectives ore ro obtoin reosonoble ossuronce obout whether the finonciol slotements os o whole
ore free from moteriol mlsstotements, whether due to froud or error, ond to issue on oudltor's report
thot includes our opinion. Reqsonoble ossuronce is o high level of ossuronce, bst is not o guoronlee
thol on oudll conducted in occordonce with NSAs will olwoys detect o moteriol misstotcmcnt when it
exists. Misstotemenls con orise from froud or error ond ore considered moleriol lf, individuolly or in
the ogg:egote, they could reosonobly be expected to influence the economlc declsions of users ioken
on lhe bosis of these finonclol stotemenls.

As port of on oudit in occordonce with NSAs, we exercise professionol iudgment ond mointoin
professionol skepticism throughout the oudif. We olso:

ldentify ond ossess the risks of moteriol misstotement of the finonciol sfolemenls, whether due
lo froud or error, design ond perform oudit procedures responsive to those risks, ond obtoin
oudit evidences thot is sufficient ond opproprlote lo proylde o bosls for our opinlon, The rlsk
of not detecting o moteriol mlsstotement resulting from froud is hlgher thon for one resultlng
from error, os froud moy involvc colluslon, forgery, Intentlonol omlsslons, misrepresentolions,
or the override of lnternol control.

Obloln on understonding of internol control relevont ro fte oudlt ln order to design oudit
procedures lhot ore opproprlote in the circumstonces, but rot for the purposc of expressing
on oplnlon on the effectiveness of the bonk's internol control.

Evoluote the opproprioteness of occountlng pollcies used ond the reosonobleness of
occountlng eslimoles ond reloted disclosures mode by monogement,

Conclude on the opproprioteness of monogemenl'i use of the going concern bosis of
occountlng ond, bosed on the oudit evidences obtoined, whefher o moteriol uncertointy exisfs
reloled lo evenrs or conditlons thot moy cosr slgnificont doubt on the bonk's obilily to cortinue
os o golng concern. lf we conclude thot o moterlol uncerloinry exists, we ore required to
drow ottention ln our ouditor's report to the reloted disclosures in the finonclol slolemenls or,
if such disclosures ore inodequote. ro modlfy our opinlon. Our conclusions ore bosed on the
oudit evldences obtoined up to the dote of our ouditor's report. However, fulure evenli or
conditions moy couse the bonk to ceose to continue os o going concern.

Evoluoie the ovcroll presenlorion, structurq ond conlenl of the flnonclol 31q?emants, including
the dlsclosures, ond whether thc finonclol stolements, lncluding the dlsclosures, ond whether
the flnonclol slotcmcnts represcnt rhe undcrlying tronsocrigns ond evenls In o monner thot
ochleves f oir prcrentotion.

We communicote with those chorged wllh govcrnonce regordlng, omong other motters. the plonned
scope ond timlng of ?hc oudlt ond signiflcont oudlr findings. includlng ony signlficonl deficiencles in
lntcrnol control thor wc identlfy during our oudit.

We olso provldc those chorged with governoncc with o stotement thot we hove complied wilh
relevont ethicol .equlremcnts regording independence, ond to communicote with them oll
relotionships ond other motlers thot moy reosonobly be thoughl to beor on our independence, ond
where opplicoble, reloted sofeguords.

*ffi#F'ffi
1r I qo fr drff6 qaa-6d
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Reporl on Other legol ond Regulolory Requiremente

We hcve obtoined informotion ond cxplonotions osked for, which, to the best of our knowledge ond
belief were necesrory for the purpose of our oudil. ln our oplnlon, proper books of occounl os
required by low hove been kept by the bonk in so {or os il oppeors from our exominotion of tho:e
books of occounl of the bonk. ln our opinion the stotement of finonciol position, stotement of profit or
loss, slotement of other comprehensive income, stotement of chonges in equity & stotement of cosh
flows for the perlod then ended ond o summory of slgniflcont occountlng policies ond other
explonotory nole: hove been prepored in occordonce with the requlremenB of Componics Act, 2063
ond ore in ogreemenl with rhe Sooks of occounts mointoincd by rhe bonk. ln our opinion ond to the
besr of informotion ond occordlng to the explonotlon givcn lo us ond from fhc exominotion of the
books of occounts of the bonk, we hqve not come ocross ony cose where rhe boord of dlrectors or
ony employee of the bonk hove octed conlro.y to lcgol provisions reloling to occounrs, or committcd
ony mlsoppropriotion or coused ony loss or domoge to the bonk.

ln our opinlon, so for os oppeored from our exominotion of the books, the bonk hos mointoined
odequote copitol bonks ond odequotc provision for possible impoirment of ossels in occordonce with
lhe dlrectives issued by Nepol Rostro Bonk. However, rhe pold up copltol requirement set forth by
NRB hos not been mct with.

To lhe best of our knowledge ond occordlng to the explonotior given to us ond from the exominotion
of the books of occounls of rhe bonk, we hove not come ocross ony cose where the boord of
dlrectors or ony employee of rhe bonk hove octed controry to legol provisions reloting lo occounts,
or commitred ony misopproprlotlon or coused ony loss or domoge to the bonk or its property ond
vloloted ony direcrives of Nepol Rostro Bonk or octed in o monner to ieopordize the lnterest ond
security of lhe bonk, lts depositors ond it's investors.

ForB&AAssociotes
Chortered Accounionts

B.& A. Associates
Chartercd Accountants

LA. Drrol Acnoryo Registration No:207fonner Nathmandu,Nepal
Dotc:2079-06"3O
Ploce: Korhmondu, Nepol
UDIN; 22l0l6CAO| I 38khr5[
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Salapa Development Bank Limited
Diktel, Khotang

Statement of Financial Position
As al 3'1sl Ashadh 2078 (15 July 2021)

Particulars Note

ASSETS
Cash and cash equivalents

Due Irom Nepal Rastra Bank
Placement with Bank and Financial lnstitutions
Deaivative Financial lnstruments
Other Trading Assets
Loans and advances to B/Fls
Loans and advances to customeE
lnveslmenl securilies
Cunent tax assets
lnvestm€nt in subsidiaies
lnvesfn€nt in associates
lnvestment property

Prop.ty and Equipment

Goodwill and lntangiblo assets
Delered Tax Assets
Other assets

4.1

4.2
4.3

4.4

4.5
4.6
4.7
4.8
4.9

4.10
4.11
4.12
4.13

4.14
4.15

396.521,792 228,945,839

565,881,955

6.096.521

412,O35,675

'1,946,049

24,2U,311
1,651,054

3,767,722
5,451,762

18,s't 1,876

713,313

2,000,230
5,936,437

TotalAssets 1,003,625,1'16 670,089,419

Particulars Note As atAshadh 31,2078 As atAshadh 31,2077
Llabilitle8
Due to Bank and Financial lnstitutions
Due to Nepal Rasira Bank
De.ivative Financial lnstrument
Deposits from customers
Bonowngs
Cunent Tax Liabilities
Provisions
Deferred Tax Liabilities
Other liabilities
Oebt securities issued
Subordinated Liabilities

4.17
4.18
4.'t 9
4.20
4.21
4.9

4.22
4.15

4.24
4.25

61,066,630 5,280,790

568,085,099

4,376

34,648.900

1,162,78s

10.901,557

Total liabilities 778,58,1,168 s85,430,231

Equity
Share Capital
Share Premium
Retained Eamings
Reserves

4.26

4.27

28,000,000 28,000,000

( 1 3,84 3,964 )
210,884,913

(19,172,066)
75,831.254

Total equity attributable to equity holders 225,O10,914 8,1,659,188

Non+onlrolling interesl
Tolal Equity 225,040,948 84,659,188

Total Liabilities and Equity 1,0j?f29,lll q70,08e,41e

Net Assets Value Per shaG
8 808,971

803.72
7,924,888

302.35
The accompanying notes are integaal part of thes€ financial statements

As per our report of even date attached

ForB & A Associates Tanka Rai

Chartered Accountants Chairman

CA. Eiraj Acharya
Partner

Date:
Place: Kathmandu Nepal

Chandra Bahadur Khadka
Dtector

Sharan Kumar Rai
Director

Lab Kumar Rai
Director

iY I qo d ai{6 qa&6d

Lata K.C
lndependent Director

lsh\Dr Man Rai

Chief Executive Officer

As at Ashadh 31, 2078 As at Ashadh 3'1, 2077

682,864.262

Harindra Prasad Rai
Director
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Salapa Development Bank Limited

Diktel, Khotang

Statement of Profit or Loss
For the period comm€ncing on Shrawan l, 2077 and ending on Ashad 31, 2078

Figures in NPR

Paniculars Note
Year Ended

31st Ashad 2078
Year Ended

31st Ashad 2077
lnterest income
lnterest expense

4.29 42,464,4 72,406,131
4.30 (37,456,954) (39,277,236)

Net interest income 45,007,510 33,'t28,895
Fees and commission income
Fees and commassion expense

4.31
4.32

6.0't8,330
(310,994)

6,127,752
(349,688)

Net fee and cofimission income 5,707,336 5,778,104
Net interest and commission income 50,7'14,846 38,906,999
Net trading income
Other operating income

4.33
4.34 479,935 3,U2,6U

Total operating income 51,194,?81 42,249,633
lmpairment charqe/(reversal) for loans and other losses 4.35 6,788,585 21,88 1.352
Net operaling income 44,406,197 20,368,242

Operating expenae
Personnel expenses
Other Operating expenses
Oepreciation and Amortization

4.36
4.37
4.38

(30,400,211)
(7.868,902)
(3,408,593)

(25,791,901)
(12.226 ,612)
(3AU,667)

Operatinq Profit 2,724,490 (21,084,938)
Non operating lncome
Non operating expense

4.39
4.40

Profit befo.e income lax 2,72A,490 (21,084,938)
lncome tax expense 4.41 (1,877,406)

(1,877,406)

(s34,388)

(534,388)
Cunenl Tax Expense
Detened Tax Expense (lncome)

Profit for the period 4,605,896 (20,sso,5s0)

Profrt attributable to:
Equity holders of the Eank
Non-controlling interests

4,605,896 (20,550,550)

Prorit for the period 4,605,896 (20,550,550)

Eamings Per Share (EPS)
Basic EPS
Diluted EPS

16.45
16.45

(73.39)

The accompanying notes are integral part of th€se financial statements.

As per our report of even date attached

Lata K.C
lndependent Director

ForB&AAssociates
Chartered Accountants

Tanka Rai
Chairman

Chandra Bahadur Khadka
Director

Sharan Kumar Rai
Director

CA. BirajAcharya
Partner

Harindra Prasad Rai
Director

Lab Kumar Rai
Darector

Date:
Place: Kathmandu Nepal

lshwor Man Rai
Chief Executive Officer
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Salapa Development Bank Limited
Diktel, Khotang

Statement of Cash Flows
Forlh€ yearended 3lst Ashad 2078 (15 July 2021)

Yoar Ended
31st Ashad 2078

Year Ended
3'lst Ashad 2077

CISH FLOIVS FROX OPERAfII{G ACIMTES

Fsa6 and olhea incom€ €c€iv6d
Receipts ftom other op€€ting divilbs
lnlore3t paij
Commi8don and te€s paid

Cash payrnent to employees
Othar €xp€ns6 paid

OpeEtng cr.h now. b.fora ch.ngE ln op.r.lrng a.&ts and lbbllttirs

(lncrraxlD6c,Ea!6 ln opeEtne aslat3
Due from Nspal Raslr"a Eank
Placem6nt with gank and Financial lnstitutons
Oth€r fading essets
Loans and advances io bank and fnanqalns&uibns
Loans and advances to customeB
Olhsr a8s€ts

42.o43,724
6,018,330

479.935
(37,456,954)

(310.994)
(33,023,001)
(8,M3,200)

69,596,080
6,127,792

6.438
139,271 ,236)

(349,688)
I.25,211 ,192)
/12,226,612)

(1,334,417)

lncroaaar(Decraaae) in opar.tlng liablll0as
Due to bank and financi5l instilutions

Due !o N6pal Rastra Bank
DeposiB lrom cuslom€rs
Borowings
Other liabililils
t{et caah flow 

''om 
operaHnq lctlvltlas berore tax peld

55,785,840

114,779,163

,r.u*,raa

(466,550)

106,897.215

4.070,U2

(156,798,780)

173,447

(75,561,496)

1,118,792

16,276,112 34,721,185
(4.150.471) 882 586

N€t cash flow lrom op€raling activili€s 42.125,971 35,606,771

CASH FLOW FROM II{VESTIXG ACTIVITIES
Purchase of invesunenl securitios
Proceeds from sale of investrnent secu,li€s
Purchase of property and equipmenl
Prcceeds from the $le ol orop€rly and 6quiDm6nt
Acquisition of inlansible assets
Poce€ds tom the sal€ of intangible assets
Purcias6 of invoslrnenl properlbs
Proce€ds lrom the sal€ of invsstment properli,s

(8,871,015)

11,217,753)

(3,112,340)

Other

casH Flo$rs FRo Ftira!{c[{G AcTtvlftEs
Proca€ds kom issue ol debt socurities
Repayment of debt secudies
Receipts from bsue of subordanatod lhbilities
Repayment of subordinated liability
Rscerpts from issue of shares (Share Appljc€ton ironey)
Oivilsnds paid

135.538.750 49,630.100

Other

l{.t incrsas€ {d.crsa3.l in cath and c!6h €qulv.l.nt!
Cash and cash equivalenls Beginning of the Porkrd

167,575,952
228,945 839

82,121.531
146,821,309

ar 31

As per our reporl of aven dale attached

ForBAAAssocratss
Char!3rod Accountanls

CA. Btaj Acharya

Tanl3 Rai
Chairman

Chandra Bahac,ur Khadka Sharan Kuma. Rai
DiGctor

Harindra Prasad Rai
Direclor

Lab Kumaa Rai
Director

Dale:
Place: Kathmandu Nspal

Lata K.C
lndep€ndent Diroctor

lshwor Man Rai
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Salapa Bikas Bank Limited $
Salapa Development Bank Limited

Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

1, Reporting Entity

Salapa Development Bank Limited (referred as'the Development Bank', the Company or'the Bank') is a public company incorporated
under the Companies Act, 2063 and licensed by Nepal Rastra Bank to conduct banking transaction as a "8" Class Financial lnstitution
under the Bank and Financial lnstitution Act, 2073. The Development Bank has its Corporate OIfice at Diktel, Khotang. The Development
Bank received the llcense to commence banking operations- The Development Bank's equity shares hasnot been listed in Nepal Slock
Exchange. The objective of the Development Bank is to uplift the economic status of Nepal by investing in different economic sectors
under economic liberalization policy, understanding diverse customer needs and providing broad mix of finaacial services to businGs
and individuals.

The autho.ized capital ofthe company is Rupees 800,000,0001, the issued capital is 500,000,000/- and the paid-up capital is 28,000,000/
. 100 per cent of the paid-up capital is held by the promoter and calls in advance rec€ived from promoiers amounts to 200,255,850/-. The
shares of the Company are not listed at Nepal Stock Exchange Limited (NEPSE).The Board of Directors acknowledges the rosponsibility
oI preparation of financial statements of the Bank.The approved linancial statements have been recommended for approval by the
shareholders in the annual general meeting ofthe Bank.

l.l Subaidia es
The bank has no wholly owned or partially owned subsidiaries company during the financial y@t 2O77n8.

2. Basis of Preparation

The financial statements of the Bank have been prepared on accrual basis of accountiflg except the Cash Flow information, which is
prepared on a cash basis, using the direct method. The financial statementrs comprise the Statement of Financial Position. Statement of
Profit or Loss and Statement of Other Comprehensive Income, the Statement of Changes in Equity, the Statement of Cash Flows and
Notes to Financial Statemert of the Bank. The accounting policies are consistently applied !o all the years presented, except for the
changes in accounting policies disclosed specifically.

2.1. Statement of Compliance

The inancial statements have been prepared and approv€d by the Board ot Directors in accordance with Nepal Financial R€porting
Standards (NFRS) aM as published by the Accounting Siandards Boad (ASB) Nepal and pronounced by The lnstitute of Chartered
Accountants of Nepal (ICAN) and as perthe provisions of Bank and Financial lnstitutions Act,2073 in the format issued by Nepal Rastra
Bank in Directive No. 4 of NRB Directives, 2077.

2.1.1 Use of Carve-out

ICAN has provided c€rve out on specitic areas ,or altemative treatment o, the items of financial slatements required as per NFRS. Based
on such, the bank has used following carve out tor preparation and presentalion ot financial statements in line with NFRS.

a) lmpairment Loss on Loan and Advances

As per para 63 oI NAS 39 Financial lnstruments: Recognition and Measurement, impairment loss is calculated on incurred loss model.
However, the carve out has allowed to recognjse loan loss provision at higher of loss calculated as per para 63 or the same as per NRB
Directives No. 02076. Accordingly , the bank has used this carve out and recognised impairmenl loss as per NRB directive as the same
was hlgher in comparision to impairment loss calculated as per NAS 39 .

FinancialYear F.Y 2077n4 F.Y 2076t77
Provision as per NRB Directive
Provision as per NFRS

39,220,10'l 32,431,516
6,408,3244,759,441

so * afffo uFrtca I rr



4 Salapa Bikas Bank Limited

b) Effective lnterest Rate

As per the definition of effective interest rate (ElR) as per para 9 of NAS 39, all the initial polnts paid or received is required to be
considered for calculation ot EIR and the same EIR is used to calculate interest on loans and advances. As per the carve out, if
calculation o, EIR is impracticabie or immateria,, lhen such could be ignored.The bank has used the carve out and has not considered
initial points paid or received on loans to be pait of ElR, rather such amount has been accounted as income on accrual bas6.

c) lnterest income on amortized loan after impairm€nt recognition

As per para AG63 of NAS 39, Once a financial asset or a group oI similar linancial assets has been written down as a result of an
impairment loss, interest income is thereafter .ecognised using the rate of interest used to discount the future cash flows for the purpose
of measuring the impairment loss. The c€rve out provides that inte.est income can be calculated on gross carrying amount ot loan.The
bank has used lhe stated carve out in preparing the financial statements.

3. Reporting Perlod and Approval of Financial Statoments
Reporting Period is a period from the first day of Shrawan (mid-July) of any year to the last day of Ashadh (mid-July) of the next year as
per Nepalese calendar.

Particulars leses Calander lish Calandar

Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Current Year
Previous Year

F.Y 2077 na
F.Y 2076t77

F.Y 2020t21
F.Y 2019t20

Shrawan 1, 2077 to Ashad 3'1,

2074
July 16, 2020 to July 15, 2021

The financial staternents prepared in accordance with the requirement of Nepal Financial Reporting Standards and were approved by the
board of directors on its 177th board rneeting dated Ashwin 27. 2079.

2.3 Functional and presentation currency

The financial statements are presented in Nepalese Currency (NPR) (rounded to lhe nearest Rupee unless otherwise stated), which is
the company's functional currency. The Development Bank determines the fuoctional currency and items included in the financial
statements are measured using that runctional curency-

2.4 Use of estimales, assumptions and judgments

The preparation of the Development Bank's financial statements requires management to make judgements, estimates and assumptions
that affect the reported amount of revenues. expenses, assets and liabilities. and the accompanying disclosures, as well as the disclosure
of contingent liabilities. Management believes that the estimates used in the preparation of the financial statements are prudent and
reasonable Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the
carMng amount of assets or liabilities alfected in future periods.

lnformation about assumptions and estimation that have a significanl risk of resulting in a material adiustment within the next financial
year are:
. Key assumptions used in discountsd cash flo\,v proioctions.
. Measurement of defirEd ben€fit obligations.
. Provbbns, commiknents and contingencbs.
. Determination of net realEable value.. Det€rminaton of useful life of the property, plants and €quipment.. Ass€ssmenl of the Developmenl Bank's ability to continue as going conc€m.
. Det€mination of fair valu6 oftlnancial instruments: and property and equipment.. lmpairment of financial and non-linancial asaels.
' Assessm€nt of curBflt as wdl as defenEd tax.

rr lcoalf arff6qfrA6d
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Salapa Development Bank Limited

Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

2,5 Changes in accounting policios

The Company has consistently applied the accounting policies to all periods presented in these financial staternents excepl for new or
revised statements and interpretations implemented during the year. The nature and effect of new standards and interpretations are
discussed in note that lollows.

2.6. New Reporting standards issued but not effective

For the reporting of flnancial instruments, NAS 32 Financial lnstruments Presentation, NAS 39 Financial lnstruments Recognition and
Measurements and NFRS 7 Financial lnstruments - Disclosures have been applied. NFRS t has been complied for the classification of
Financial lnstruments. Few carve-outs on applicable Accounting Standards as provided by the lnstitute of Chartered Accountants of
Nepal have been used by the Bank, the quantitative and qualitative impact of the same have been disclosed in detail in Notes to the
Accounts. Further, NAS 17 Leases has not been incorporated in this financial statement regarding operating lease since the effect of the
same was considered not material by the management. Further. a number of new slandards and amendments to the existing standards
and interpretations have been issued by lnternational Accounting Standard Board after the pronouncements of NFRS with varying
effective dates. Those become applicable when Accounting Standard Board Nepal incorporates them within NFRS.

A number of new standards and amendments to the existing standards and interpretations have been issued by IASB after the
pronouncements of IFRS with varying effective dates. Those become applicable when ASB Nepal incgrporates them within NFRS.

2.7. Discounting
Non- current assets and liabilities are discounted where discounting is material. lnterest incorne and expenses have been recognized on
unwinding of tinancial assets and liabilities respectivety.

2.8. Materiality and Aggregation

Each material class of similar items is presented separately in the Financial Statements. ltems of dissimilar nature or function are
presented separately, unless they are immaterial as permitted by the Nepal Accounting Standard - NAS 1 on 'Presentatjon of Financial
Statements'. Notes to the Financial Statements are presented in a systematic manner which ensures the understandability and
comparability of Financial Statements of the bank. Understandability of the Financial Statements is not compromised by obscuring
material information with immaterial information or by aggregating material items that have different natures or functions-

2.9. Golng Concern

The Board has made an assessment of the companys ability to continue as a going concem and satisfied that it has the resour@s to
continue in business for the foreseeable future. Furthermore, Board is not aware of any material uncortainties that may cast significant
doubt upon ability to conlinue as a going concem and they do not intend either to liquidate or to cease operatlcns of it. Therefore, tie
Financial Staternents continue to be prepared on the going concem basis.

2.'10. Prior Period Errors

Prior Period Errors are omissions or misstatements in an entity's financial statements. Such omjssions may relate to one or more prior
periods. Correction of an error is done by calculating the cumulative effect of the change on the financial statements of the period as if
new method or estimate had always been used for all the affected prior years' financial statements. Sometimes such changes may nol be
practicable. ln such cases, it is applaed to the latest period possible by making corresponding adjustment to the opening balance of the
p'eriod.

qo sli ar6o EA}{d I ri
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Notes to Financial Statements
For the Year ended 31st Ashad 2078

3. Significant Accounting Policies

The principal accounting policies applied by the Development Bank in the preparation of these financial statements are presented
below. These policies have been consistently applied to all the years presented unless stated otherwise.

3.1 Basis of Measuremenl

The financial slatements are prepared on the historical-cost basis except for the following material items in the statement of
financial position:

. lnvestment property is measured at fair value.

. Liabilities for cash-settled, sharB.based-payment arrangements are measured at fair value.

. Available for sale financial assets are measured at fair value.

. lnvestments held-for-trade is measured at fair value.

. Derivative financial instrumenls are measured at fair value.

. Defined benefit schemes, surpluses and deficits are measur€d al fair value.

' lmpairment of asset is measured at fair value and related disposal cost.

Estimates and underlying assumptions are reviewed on an on-going basis and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under lhe circumstances. Actual results could differ ftom
those estimates. The estimates and judgements used in lhe preparation oa the financial statements are conlinuously evaluated by
the Company. Any revision to accounting estimates is recognised prospectively in the period in which the estimates are revised and
in the future periods. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates
are signilicant to the financial statements are disclosed in notes that follow.

Distinction of Current and NonCurrent
Assets
All the assets except the property, plant and equipment's and deferred tax assets are classifled as current assets unless speciflc
additional disclosure is made in the notes.

Liabilities
All the liabilities except the deflned benefit plan obligations are classilied as current liabilities unless speciflc additional disclosure is
made in the notes.

Maleriality and Aggregation

ln compliance with NFRS I - Presentation of Financial Statements, each material class of similar items is presented separately in

the financial Statements. ltems of dissimilar nature or functions are presented separately unless they are material.

3.2 Basls of Cosolidation

The Development Bank does not have any subsidiaries or special purpose entities over which it exercises mntrol. Hence, only
standalone financial statement is prepared.

3.3 Cash & Cash Equivalent

Cash and cash equivalents include cash at vault and agency bank account balances, unrestricted balances with NRB, highly liquid
llnancial assets with original maturity of 3 monlhs from the dale of its acquisition and are readily convertible to cash, which are
subject to an insignmcant risk of changes in value. Cash and Cash equivalent are measured at amortized cost in the statemenl of
financial position.

Statement of Cash FIo\ rs has been prepared by using the 'Direct Method'in accordance with NAS 07- Statement of Cash Flows

Salapa Development Bank Limited
Diktel, Khotang
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Salapa Development Bank Limited

Diktel, Khotang

Notes to Financial Statements
For the Year ended 3lst Ashad 2078

3.4 Financial Assets & Financial Liabilities
Recognition

The Development Bank initially recognizes a financial asset or a financial liability in ats statement of linancial position when, and
only when, it becomes party to the contractual provisions of the instrument. The Development 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
Development Bank becomes party to the contractual provisions of the instruments. lnvestments in equity instruments, bonds,
debenture, Government securities, NRB bond or deposit auction, reverse repos, outright purchase are recognized on trade date at
which the Development Bank commits to purchase/ acquire the financial assets. Regular way purchase and sale of financial assets
are recognized on trade date.

Classificafion
i. FinancialAssets

The Development Bank classifles the financial assets as subsequently measured at amortized cost or fair value on the basis of the
Development Bank's business model for managing the linancial assets and the contractual cash flow characteristics of the financial
assets. The two classes of financial assets are as follows:

1. Financial assets measured at amodized cost

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

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

b) 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.

2. Financial asset measured at fair value

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

a) 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 costs are direclly 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.

b) Financial assets at fair value through other comprehensive income

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

ii. FinancialLiabilities

The Development Bank classifies the financial liabilities as follows:

a) Financial liabilities at fair value through profrt or loss

Financial liabilities are classified as fair value through profit o. loss (FWPL) if they are held for trading or are desjgnated at fair
value through profit or loss. Upon initial recognition, transaction cost are direclly attributable to the acquisition are recognized in
Statement of Prolit or Loss as incurred. Subsequent changes in fair value is recognized at profit or loss.

b) Financial liabilities rneasured at amodized cost

All financial liabilities other than measured at fair value though prolit or loss are classifled as subsequently measured at amortized
cosl using effective interest method.

Salapa Bikas Bank Limited
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Measurement

Financial assets at FV|OCI

On initial recognition, the Company can make an inevocable election (on an instrument-by instrument basis) to present the
subsequent changes in fair value in other comprehensive income pertaining to investments in equity instruments. This election is
not permitted if the equity investment is held for trading. These elected investments are initially measured at fair value plus
transaclion costs. Subsequently, they are measured at fair value with gains and losses arising f.om changes in fair value
recognised in other comprehensive income and accumulated in the'Reserve for equity instruments lhrough other comprehensive
income'. The cumulative gain or loss is not reclassilied to Statement of Prolit and Loss on disposal of the investments.

A rinancial assel is held for trading it
. it has been acquiBd principally for the purpose of selling it in the near term: or
. on initial recognition it is part of a portfolio of identified linancial instruments that the Company manages togothor and has a
recent actual pattem of short-term profit-taking: or
. lt is a derivative that is not designated and effective as a hedging instrument or a linancial guarantee.

Dividends on these investments in equity instruments are recognised in Statement of Profit and Loss when the Company's right to
receive the dividends is established, it is probable that the economic benefits associated with the dividend willflow to the entity, the
dividend does not represent a recovery of part of cost of the investment and the amount of dividend can be measured reliably.
Dividends recognised in Statement o, Proflt and Loss are included in the'Other operating income' line item.

Financial asseb at falr value ,hrough protla or loss (FV|PL)

lnvestments in equity instrumenls are classified as at FWPL, unless the Company irrevocably elects on initial recognition to
present subsequent changes in fair value in other comprehensive income for investments in equity instruments which are not held
for trading.

Debt instruments that do not meet the amortised cost criteria or FVTOCI criteria (se6 above) are measured at FVTPL. ln addition,
debt instruments that meet the amortised cost criteria or the FWOCI criteria but are designated as at FWPL are measured at
FVTPL.

A financial asset that meets the amortised cost criteria or debt instruments that meet the FVTOCI criteria may be designated as at
FWPL upon initial recognition if such designation eliminates or signiflcantly reduces a measurement or recognition inconsistency
that would arise from measuring assets or liabllities or recognising the gains and losses on them on different bases.

Financial assets at FWPL are measured at fair value at the end of each reporting period, with any gains or losses arising on re-
measurement recognised in Statement of Profit and Loss. The net gain or loss recognised in Statement of Profit and Loss
inmrporates any dividend or interest eamed on the financial asset and is included in the'Other income'line item. Dividend on
financial assets at FWPL is recognised when the Company's right to receive the dividends is established, it is probable that the
economic beneflts associated with the dividend will flow to the entity, the dividend does not represent a recovery of part of cost of
the investment and the amount of dividend can be measured reliably.

ri I qo * !iS6 cfttq-d
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Salapa Development Bank Limited

Diktel, Khotang

Notes to Financial Statements
For the Year ended 3lst Ashad 2078

Financial liabilities at FV|PL

Financial liabilities are classified as at FVTPL when the financial liability is held for trading or is designated as at FVTPL.

A financial liability is classilied as held for trading if:

' il has been incuned principally for the purpose of repurchasing it in the near term; or
. on initial recognition il is part of a portfolio of identified financial instrumenls that the Company manages together and has a
recent aclual pattern of short{erm profit-laking; or

' it is a derivative that is not designated and effective as a hedging instrument

A financial liability other than a financial liability held for trading may be designated as at FVTPL upon initial recognition if:

such designation eliminates or signiflcantly reduces a measurement or recognition inconsistency that would otherwise arise:

. the rinancial liability forms part of a company of financial assets or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance with the Company's documented risk management or inveslment
strategy, and information about the Company is provided intemally on that basis; or

' it forms part of a contract containing one or more embedded derivatives, and NFRS 9 permits the entire combined contracl to
be designated as at FVTPL in accordance with NFRS I
Financial liabilities at FWPL are stated at fair value, with any gains or losses arising on re-measurement recognised in Statement
of Profit and Loss. The net gain or loss recognized in Statement of Profit and Loss incorporates any interest paid on the tinancial
liability and is included in the 'Other operating income' line iiem.

However, lor non-held-for-trading financial liabilities that are designated as at FWPL, the amount of change in the fair value of the
financial liability that is attributable to changes in the credit risk of lhat liability is recognised in other comprehensive income, unless
the recognition of the effects of changes in lhe liability's credit risk in other comprehensive inmme would create or enlarge an
accounting mismatch in profit or loss, in which case these effects of changes in credit risk are recognised in Statement of Profit and
Loss. The remaining amount of change in the fair value of liability is always recognised in Statement of Profit and Loss. Changes in
fair value attributable to a financial liability's credit risk that are recognised in other comprehensive income are reflected
immediately in retained earnings and are not subsequently reclassified to Statement of Profit and Loss.

Financial tiabilities suhsequently measured at amottised cost

Financial liabilities that are not held-for{rading and are not designated as at FWPL are measured at amortised cost at the end of
subsequent accounting periods. The carrying amounts of financial liabilities that are subsequently measured at amortised cost are
determined based on the effective interest method. lnterest expense that is not capitalised as part of costs of an asset is included in
the'Finance costs' line item.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest expense
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments (including all
fees paid or received that form an integral part of the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial liability, or (where appropriate) a shorter period, to the nel carrying amount on initial
recognition.
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t erecagnttion
i. Derecognition of Flnancra, Assers

The Development Bank derecognizes a financial asset when the contractual rights to the cash flows from the financial asset eryire,
or when it transfers the financial asset in a transaction in which substantially all the risks and rewards of ownership of the financial
asset are transferred or in which the Oevelopment Bank neither transfers nor retains substantially all the risks and rewards of
ownership and it does not retain control ofthe financial asset.

Any interest in such transferred financial assets that quality for de-recognition that is created or retained by the Development Bank
is recognized as a separate asset or liability. On dq-recognition of a flnancial asset, the difference between the carrying amount of
the asset, and the sum of

(i) The consideration received and

(ii) Any cumulative gain or loss that had been recognized in other comprehensive income is recognized in Statement of
Profit or Loss.

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

il. Der*ognifion of Financlal Ueb lties
A financial liability is derecognized when the obligation under the liabil,ty is discharged or cancelled or expired. Where an existing
flnancial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a de-recognition of the original liability and the recognition of
a new liability. The difference between the carrying value of the original financial liability and the considaration paid is recognized in

Statement of Profit or Loss.
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Determination of fair value

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability (exit price) in an orderly transaction
between market participants at the measurement date in the principal or, in its absence, the most advantageous market to which
the Group has access at that date. The fair value of a liability reflects its non-performance risk.

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

The fair value measurement hierarchy is as follows:

Level I fair value measurements are those derived from unadjusted quoted prices in active markels 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 flnancial instruments valued using models where all significant inputs are observable.

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

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price i.e. the fair value of
the consjderation given or received. lf the Development Bank delermines that the fair value at initial recognition differs from the
transaction price and the fair value is evidenced neither by a quoted price in an active market for an identical asset or liability (Level
0'1 valuation) nor based on a valuation technique that uses only data from observable markets (Level 02 valuation), then the
financial instrument is initjally measured at fair value, adjusted to defer the difference between the fair value at initial recognition
and the transaction pice. Subsequently, that difference is recognized in profit or loss on an appropriate basis over the life of the
instrument but not later than when the valuation is wholly supported by observable ma*et data or the transaction is closed out. ln
case the fair value is evidenced by a quoted price in an active market for an identical asset or liability (Level 01 valuation), the
difference between the transaction price and fair value is recognized in profit or loss immediately.

lmpairment

At each repo(ing date, the Development Bank assesses whether there is objective evidence that a financial asset or group of
financial assets not carried at fair value through profit or loss are impaired. A financial asset or a group of financial assets is

impaired when objective evidence demonstrates that a loss event has occurred after the inilial recognition of the asset(s), and that
the loss event has an impact on the future cash flows of the asset(s) that can be estimated reliably.

Objective evidence that flnancial assets are impaired can include significant financial difficulty of the borrower or issuer, default or
delinquency by a borrower, restructuring of a loan or advance by the Development Bank on terms that the Development Bank would
nol otherwise consider, indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market for a
security, or other observable data relating to a group of assets such as adverse changes in the payment status of borrowers or
issuers in the group, or economic conditions that correlate with defaults in the group. ln addition, for an investment in an equity
security, a significant or prolonged decline in its fair value below its cost is objective evidence of impairment.

ln case of financial difficulty of the borrower, the Development Bank considers to restructure loans rather than take possession of
collateral. This may involve extending the payment arrangements and agreement of new loan conditions. Once the terms have
been renegotiated, any impairment is measured using the original EIR as calculated before the modification of terms and the loan is
no longer considered past due. Management continually reviews renegotiated loans to ensure that all criteria are met and that
future payments are likely to occur. The loans continue to be subject to an individual or collective impairment assessment,
calculated using the loan s original ElR.
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tmpairment of frnancr'a, assefs measured at amortized cosl

The Oevelopment Bank considers evidence of impairment for loans and advances and investment securities measured at
amortized cost at both specific asset and collective level. The Development Bank first assesses individually whether objective
evidence of impairment exists for financial assels that are individually signilicant and that are not individually significant are
assessed on collectively.

lf there is objective evidence on thal an impairment loss has been incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows. The carrying amount of the asset is
reduced through the use of an allowance account and the amount of the loss is recognized in profit or loss. lnterest income
continues to be accrued on the reduced carrying amount and is accrued using the rate of interest used to discount the future cash
flows for the purpose of measuring the impairment loss.

All individually significant loans and advances; and investment securities measured at amortized cost found not to be specifically
impaired and those that are not individually significant are collectively assessed for impairment by grouping together loans and
advances with similar risk characteristics.

All individually signiflcant loans and advances and 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.

lmpajrment of loans and advances portfolios is based on the judgments in past experience of portfolio behaviour. ln assessing
collective impairment, the Development Bank uses historical trends of the probability of default, the timing of recoveries and the
amount of loss incurred, adjusted for management's judgment as to whether current economic and credit conditions are such that
the actual losses are likely to be greater or less than suggested by historical trends. Default rates. loss rates and the expected
timing of future recoveries are .egularly benchmarked against actual outcomes to ensure that they remain appropriate.

lmpairment losses on assets measured at amortized cost are calculated as the difference between the carrying amount and the
present value of estimated future cash flows discounted at the asset's original effective interesl rate.

Loans together with the associated allowance are written off when there is no realistic prospect of future recovery and all collateral
has been realized or has been iransfened to the Development Bank. lf in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment was recognized, the previously

recognized impairment loss is increased or reduced by adjusting the allowance account. lf a write off is later recovered, the
recovery is recognized in the 'Other operating income'.

tmpairment of invesament in equiay lnslrumen, classilied as fair value though othet comprehensive income

Objective evidence of impairment of investment in an equity instrument is a signilicant or prolonged decline in its fair value below its
cost- lmpairment losses are recognized by reclassifying the losses accumulated in the fair value reserve in equity to profil or loss.
The cumulative loss that is reclassified from equity to prolit or Ioss is the difference between the acquisition cost, net of any
principal repayment and the current fair value, less any impairment loss recognized previously in proflt or loss.

3.5 Tradlng Assets

lnterest income on all trading assels are considered to be incidental to the Development Bank's trading operations and are
presented together with all other changes in fair value of trading assets and liabilities in net trading income.

lnterest expense on all trading liabilities are considered to be incidental to the Development Bank's trading operations and are
presented together with all other changes in fair value of trading assets and liabilities in net trading income.
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3-6 Derivative Assets & Derivative Liabilities

For designated and qualifying fair value hedges, the cumulative change in the fair value of a hedging derivative is recognised in the
income statement in Net trading income. Meanwhile, the cumulative change in the fair value of the hedged item attributable to the
risk hedged is recorded as part of the carrying value ofthe hedged item in the statement of flnancial position and is also recognised
in the income statement in Net trading income.

lf the hedging instrument expires or is sold, terminated or exercised, or where the hedge no longer meets the criteria for hedge
accounting, the hedge relationship is discontinued prospectively. For hedged items recorded at amortised cost, the difference
between the carrying value of the hedged item on termination and the face value is amortised over the remaining term of the
original hedge using the recalculated EIR method. lf the hedged item is derecognised, the unamortised fair value adjustment is
recognised immediately in the income statement.

3.7 Property & Equipment
a) Recognition & Measuremenl

Property and Equipment are recognized if it is probable that future economic benefits associated with the assets will flow to the
Development Bank and the cost of the asset can be reliably measured. The cost includes expenditures that are directly attributable
to the acquisition of the assets. Cost of self-constructed assets includes followings:

Cost of materials and direct labour;

Any other cost directly attributable to b.inging the assets to the working condition for their intended use; and

Capitalized borrowing cost

Property and equipment are measured at cost less accumulated depreciation and accumulated impairment loss if any. Neither
class of the property and equipment are measured at revaluation model nor is their fair value measured at the reporting date.

Subsequent expenditure js capitalized if it is probable that the future economic beneflts from the expenditure will flow to the entity
On-going repairs and maintenance to keep the assets in working condition are expensed as incurred.

Any gain or losses on de-recognition ol an item of property and equipment is recognized in profit or loss.

b) Capital Work in Prcgress

Assets in the course of construction are capitalised in the assets under capital work in progress account (CWIP). At the point when
an asset is capable of operating at management's intended use, the cost of construction is transferred to the appropriate category
of property, plant and equipment and depreciation commences. Where an obligation (legal or constructive) exists to dismantle or
remove an asset or restore a site to its former condition at the end of its useful life, the present value of the estimated cost of
dismantling, removing or restoring the site is capitalized along with the cost of acquisition or construction upon completion and a
corresponding liability is recognized.

Salapa Development Bank Limited
Diktel, Khotang
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c) Depreciation

Property and equipment are depreciated from the date they are available for use on property on written down value method over
eslimated useful lives as determined by the Management. Depreciation is recognized in profit or loss. Land is not depreciated.
Charging of depreciation is ceased from the earlier ofthe date from which the asset is classified as held for sale or is derecognized.

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

Particulars Useful Life As per lT Act 2058

Computer and Accessories
Office Equipment
Vehicle
Furniture Fixture Wood Ofrice
Machinery
Furniture Fixture Metal Offlce
Lease Hold Assets

5 Years
7 Years
7 Years
I Years
8 Years
10 Years
10 Years

15%
200k

15%
25%

'10 years

For assets purchased/sold during the year, depreciation is provided up to the date of use on pro-rata basis

3.8 lntangible Assets
lntangible assets with finite useful lives that are acquired separately are canied at cost less accumulated amortisation and
accumulated impairment losses.

lntangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash generating unit
level. Such intangibles are not amortised. The useful life ot an intangible asset with an indefinite life is reviewed annually to
determine whether indefinite life assessment continues to be supportable. lf not, the change in the useful life assessment from
indefinite to finite is made on a prospective basis.

The intangible asset with finite useful lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method for an

intangible asset with a finite useful life are reviewed at least at each financial year end. Changes in the expected uselul life or the
expected pattern of consumption of future economic benefits embodied in lhe asset are accounted for by changing the amortisation
period or method, as appropriate, and are treated as changes in accounting estimates. The amortisation expense on iniangible
assets with linite lives is recognised in the statement of profit or loss.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the statement of profit or loss when the asset is
derecognised.

Certain computer software costs are capitalized and recognised as intangible assets based on materiality, accounting prudence
and significant benefits expected to flow therefrom for a period longer than one year.

The estimated useful lives of significanl items of intangible assets for current year and comparative periods are as follows:

Class of Assets Useful Life
Computer Software 5 Years

The capitalized value ot Software Purchase and installation costs are amortized over a maximum 5 years' period or within the
ownership period.
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lnvestment properties are measured initially at cost, including transaction costs. The carrying amount includes the cost of replacing
part of an existing investment property at the time that cost is incurred. lf the recognition criteria are met; and excludes the costs of
day-to-day servicing of an investment property. Subsequent to initial recognition, investment properties are stated at fair value,
which reflects market conditions at the reporting date. Gains or losses arising from changes in the fair values of investment
properties are included in the income statement in the year in which they arise. lnvestment property which initially measured at cost
and subsequently at Cost Model. Accordingly, such properties are subsequently measured at cost less accumulated depreciation
and impairment loss if any.

Fair values are evaluated annually by an accredited external, independent valuer.

lnvestment prope.ties are derecognised either when they have been disposed of, or when the investment property is permanently

withdrawn from use and no future economic beneflt is expected from its disposal. Any gains or losses on the retirement or disposal
of an investment property are recognised in the income staotement in the year of retirement or disposal.

3,10lncome Tax

The Company is subject to tax laws of Nepal. lncome Taxes have been calculated as per the provisions of the lncome Tax Act,
2058. Deferred tax is recorded on temporary differences between the tax bases of assets and liabilities and their carrying amounts,
at the rates that have been enacted or substantively enacted at the reporting date. The ultimate realisation of deferred tax assets is

dependent upon the generation of future taxable profits during the periods in which those temporary differences and tax law carry-
forwards become deductible. The company considers the expected reversal of deferred tax liabilities and projected future taxable
income making this assessment. The amount of the deferred tax assets considered realisable, however, could be reduced in the
near term if estimates of future taxable income during the carry-forward period are reduced.

lncome tax comprises current and deferred tax. lncome tax expense is recognised in the stalement of prolit and loss except to the
extent it relates to items directly recognised in equity or in other comprehensive income.

Current Tax

Cunent tax is the amount of tax payable based on the taxable profit for the year. Taxable profit differs from 'prolit before tax' as
reported in the statement of proflt and loss because of items of income or expense that are taxable or deductible in other years and
items that are never taxable or deductible.

Current income tax assets and liabilities for the current period are measured at the amount expected to be recovered from or paid

to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the reporting date in the countries where the Company operates and generates taxable income. Cur.ent income tax
assets and Iiabilities also include adjustments for tax expected to be payable o. recoverable in respect of previous periods.
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3.9 lnvestment Property

lnvestment property is the land or building or both held either for rental income or for capital appreciation or for both, but not for sale
in ordinary course of business and owner occupied property. The Development Bank holds investment property that has been
acquired through the enforcement of security over the loan and advances.
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Deferred tax is recognised on temporary differences arising between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes.

Deferred tax is determined using tax rates (and laws) enacted or substanlively enacted at the reporting date and that are expected
to apply when the related deferred tax asset is realised or the defened tax liability is settled. Deferred tax assets are reviewed at
each reporting date and reversed if it is no longer probable that the related tax benefits will be realised. The measurement of
deferred tax reflects the tax consequences that would follow from the manner in which the Company expects, at the reporting date,
to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets are recognised for all deductible temporary differences, carry forward of unused tax credits and unused lax
losses, to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and
the carry forward of unused tax credits and unused tax losses can be utilised except:

i. Where the deterred tax asset relating to the deduclible temporary difference arises from the initial recognition of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit

nor taxable profit or loss.

ii. ln respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint
ventures, deferred tax assets are recognised only to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable prollt will be available against which the temporary differences can be utilised.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or loss. Deferred tax items are
recognised in correlation to the underlying transaction either in other comprehensive income or directly in equity,

Deferred tax assets and defened tax liabilities are offset, if a legally enforceable right exists to set off current tax assets against
current in@me tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority.
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3.1'l Deposlts, debt securities issued and subordinaled liablllties

Development Bank deposits consist of money placed into the Development Bank by its customers. These deposits are made to
deposit accounts such as fixed deposit accounts, savings accounts, margin deposit accounts, call deposit accounts and current
accounts- Details and further disclosures about deposits have been explained in Note that follows-

3.12 Provi3lons

Provisions are recognised when the Company has a present legal or constructive obligation as a result of a past event, when it is
probable that an outflow of resources will be required to settle the obligation and when the amount can be reliably estimated.

The amounl recognised as a provision is the best estimate of the consideration required to settlo the present obligation at the end
of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows (when
the effect of the time value of money is malerial).

When some or all of the economic beneflts required to settle a provision are expected to b€ recovered from a third party, a
receivable is recognised as asset it it is virtually certain that reimbursement will be received and the amount of the receivable can
be measured reliably.

A disclosure for contingent liabilities is made where there is:

- a possible obligation thal arises from past events and whose existence will be confirmed only by the occurence or non-
occurrence of one or more uncertain future events not wholly within the control of the entity; or

' present obligation that arises from past events but is not recognized because:

it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligataon; or

the amount of the obligation cannot be measured with sufflcient reliability.

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the occunence or
non-occurrence of one or more uncertain future events not wholly within the control of the entity.

Commitments include the amount of purchase order (nel o, advances) issued to parties for completion of assets.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting period.

Provisions for onerous contracts are recognized when the expected benefits to be derived by the Company from a contract are
lower than the unavoidable costs of meeting the future obligations under the contract.

3,13 Revenue Recognition

Revenue comprises of interest income, fses and commission, foreign exchange income, cards income, disposal income etc.
Revenue is recognized to the extent it is probable that the economic benefits will Row to the Development Bank and the revenue
can be reliably measured. Revenue is not recognized during the period in which its recoverability of income is not probable. The
bases of incomes recognition are as below:
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ln'€resa lncome

lnterest income is recognized in profit or loss using effective interest method. Effective interest rate is the rate that exactly discounts
the estimated future cash payments and receipts through the expected life of financial asset or liability to the carrying amount of the
asset or liability. The calculation of eflective interest rate includes all transactions cost and fee and points paid or received that are
integral part of the effective interest. The lransaction msts include incremenial cosis that are direc0y attributable to the a@uisition
or issue oflinancial assets.

lnterest income presented in siatement of comprehensive income includes:

lnterest income on financial assets measured at amortized cost calculated on an effective interesl rate method. These
Iinancial assets include loans and advances including staff loans, investment in government securities, investment in corporate
bonds, investment in NRB Bond and deposit instruments, reverse repos, inter banking lending etc.

. lnteresl on investment securities measured at fair value, calculated on effective interest rate.

. lncome on discounted instruments like bills purchased, documents negotiation is recognized over the period of discounting on
accrual basis using effective interest rate.

lnterest income on all trading assets are considered to be incidental to the Development Bank's trading operations and are
presented together, ,ith all other changes in fair value of trading assets and liabilities in net trading inmme.

Divldend income

Dividend on investment in residenl company is recognized when the right to receive payment is established. Dividend income are
presented in net trading income, nel income from other financial instruments at fair value through profit or loss or other revenue
based on the underiying classification of the equity instruments.

Net trading income
Results arising from trading activities include all gains and losses from changes in fair value and related interest income or expense
and dividends for financial assels and financial liabilities held for trading. This includes any ineffectiveness recorded in hedging
transactions.

Net income from olher linancial instrumenl at hir value ,hrough Proll or Loss

Financial assets and financial liabilities classified in this category are those that have been designated by management upon inilial
recognition. Management may only designate an instrument at fair value through profit or loss upon initial recognition when the
following criteria are met, and designation is determined on an instrumenlby-instrument basis:

'The designalion eliminates or significantly reduces the inconsistent treatmenl that would otheryvise arise from measuring the
assets or liabilities or recognising gains or losses on them on a different basis.

. The assets and liabilities are part of a group of financial assets, financial liabilities or both, which are managed and their
performance evaluated on a fair value basis, in accordance with a documented risk management or investment strategy.

. The flnancial inskument contains one or more embedded derivatives, which significantly modiry the cash flows that would
olherwise be required by lhe contract.

Financial assets and fnancial liabilities at fair value through profit or loss are recorded in the statement of linancial position at fair
value. Changes in fair value are recorded in Net gain or loss on financial assets and liabilities designated at fair value through profit
or loss is recognised in statement of Profil or Loss- lnterest earned or incurred is accrued in lnterest income or lnterest expense,
respectively, using the effective interest rate (ElR), while dividend income is recorded in other operating income when the right to
the payment has been established.
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Fee and commission income

Fees and commission income that are integral to the effective interest rate on a flnancial asset are included in measurement of
effective interest rate. Other fees and commission income including management fee, service charges, syndication fee, forex
transaction commission, commission of issue of letter of credit and guarantee are recognized as the related services are
performed. When the loan commitment is not utilized to the extent of approved limit, the related commitment fees are recognized on
undrawn amount on straight line basis over the period ot commitment.
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3,14 lnleresl expense

lnterest expense on all financial liabilities including deposits are recognized in protit or loss using effective intorest rate method.
lnterest expense on all trading liabilities are considered to be incidental to the Developmenl Bank's trading operations and are
presented together with all other changes in fair value of trading assets and liabilities in nel trading income.

3.15 Employees Benefits
a) Shor, ferm Employee Benelits

Short term employee benerit 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 prevailing Bonus Act 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.

Shorilerm employee benefits include all the following items (if payable within 12 months after the end of the reporting period):

wages, salaries and social security contributions;
paid annual leave and paid sick leave:
profit-sharing and bonuses; and

non-monetary benefits

b) Posa-Employment Benefit Plan
Post-employment benefit plan includes followings:

i. Delined Contributlon Plan

A defined contribution plan is a post-employment benefit plan under which an entity pays a fixed conlribution to a separate entity
and has no legal or constructive obligation to pay future amounts- Obligations for contributions to defined conlribution plans are
recognized as personnel expense in profit or loss in the periods during which the related service are rendered by employees. Pre-
paid contributions are recognized as an asset to the extent that cash refund or reduction in future payments is available.
Contributions to a defined contribution plan being due for more than 12 months after the end of the period in which the employee
render the service are discounted at their present value. The following are the defined contribution plan provided by the
Development Bank to its employees:

a) Employees ProYidena Fund

ln accordance with law, all employees of the Development Bank are entitled to receive benefits under the provident fund, a defined
contribution plan in which both the employee and th6 Development Bank contribute monthly at a pre-determined rate (currently,
10% ol the basic salary plus grades). Development Bank does not assume any future liability for provident fund benefits other than
its annual contributign.

ii. Defined Benefit Plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The Development Bank's net
obligation in respect of defined benetit plans is calculated separately for each plan by estimating the amount of future benelit that
employees have earned in return for their service in current and prior periods. That benefit is discounted to determine its present
value. Any unrecognized past service costs and the fair value of any plan assets are deducted. The discount rate is the yield at the
reporting date on high quality corporate bonds, that have maturity dates approximating the terms of the Development Bank's
obligation and that are denominated in the currency in which the benefits are expecled to be paid. The calculation of obligation is
performed annually by a qualified actuary using projected unit credit method.

The Development Bank recognizes all actuarial gains and losses arising from deflned benefit plans immediately in other
comprehensive income and all expenses related to detined benefits plans in employee benefit are expensed in profit or loss.
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The following are the delined benefit plans provided by the Development Bank to its employees

a) Gratui y

Development Bank provides for gratuity on accrual basis covering eligible employees in terms of Employee Service Byelaws of the
Development Bank. The plan provides for lump sum payments to vested employees at retirement or upon death while in
employment or on termination of employment for an amount equivalent defined days'eligible salary payable for each completed
years ol service.

b) Leave Salary

The employees of the Oevelopment Bank are entitled to carry torward a part of their unavailed/ unutilized leave subject to a
maximum limit. The employees can encash unavailed/ unutilized leave partially in terms of Employee Service Byelaws of the
Development Bank. The Development Bank accounls for the liability for entire accumulated outstanding leave balance on accrual
basis as per Employee Service Byelaws of the Development Bank.

c) Termi nati on Benefits

Termination benefits are recognized as expense when the Development Bank is demonstrably committed, without realistic
possibility of withdrawal, to a formal plan to provide termination benelits to employees as a result of an offer made lo encourage
voluntary redundancy. Termination benelits are recognlzed if lhe Development Bank has made an offer for voluntary redundancy, it
is probable that the offer will be accepted and the number of accepiance can be measured reliably. lf the benefits are payable in

more than 12 months after the reporting date, they are discounted to their present value.

3.16 Leases

The determination of whether an arrangement is a lease. or contains a lease, is based on the substance of the arrangement at the
inception date and requires an assessment of whether the fulfilment of the arrangement is dependent on the use of a specific asset
or assets and the arrangement conveys a right to use the asset, even if that raght is not explicitly specilled in an arrangement.

Company as a Lesseej

Finance leases that transfer to the company substantially all of the risks and benefits incidental to ownership of the leased item, are
capitalised at the commencement of the lease at the fair value of the leased property or, if lower, at the present value of the
minimum lease payments. Lease payments are apportioned between finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance charges are recognised in finance cost in the
income statement.

Leased assets are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Company will
obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated usetul life of the asset and
the lease term.

Leases that do not transfer to the company substantially all the risks and benefits incidental to ownership of the leased items are
operating leases- Operating lease payments are recognised as an expense in the income statement on a straighlline basis over
the lease term. Where the rentals are structured solely to inctease in line with expected general inllation to compensate for the
lessor's expected inffationary cost increases, such increases are recognised in the year in which such benefits accrue. Contingent
rentals are recognised as an expense in the period in which they are incurred.

Company as a lessor

L€ases in which the Company does not transfer substantially all of the risks and benelits of ownership of the asset are classified as
opeEting leases. lnitial direct costs incurred in negotiating an op€rating lease are added to the carrying amount of the leased asset
and recognised over the lease term on the same bases as rental income. Conlingent rents are recognised as revenue in the period

in which they are earned.

i< lrcsftordoufr&ca
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Notes to Financial Statements
For the Year ended 3lst Ashad 2078

3,17 Foreign Currency Translation

The items included in the financial statements of the entity are measured using the functional currency of the Company

3.18 Financial Guarantee and Loan Commitment

The Development Bank makes available to its customers guarantees that may require that the Development Bank makes payments
on their behalf and enters into commitments to extend credit lines to secure their liquidity needs. Letters of credit and guarantees
(including standby letters of credit) commit the Development Bank to make payments on behalf of customers in the event of a
specific act, generally related to the import or export of goods. Such commitments expose the Development Bank to similar risks to
loans and are mitigated by the same control processes and policies.

3.19 Share Capital and Reserves

The Development Bank classilies the capital instruments as equity instruments or financial liabilities in accordance with the
substance with the contractual terms of the instruments. Equity is defined as residual interest in total assets of an entity after
deducting all its liabilities. Common shares are classified as equity of the Development Bank and distributions thereon are
presented in statement of changes in equity.

lncremental costs directly attributable to issue of an equity instruments are deducted from the initial measurement of the equity
instruments.

3,20 Earnings per Share including Oiluted

Basic earnings per share is computed by dividing the profiV (loss) for the year by the weighted average number of equity shares
outstanding during the year.

Diluted eamings per share is computed by dividing the profiu (loss) for the year as adjusted for dividend, interest and other charges
to expense or income (net of any attributable taxes) relating to the dilutive potential equity shares, by the weighted average number
of equity shares considered for deriving basic earnings per share and the weighted average number of equity shares which could
have been issued on the conversion of all dilutive potential equity shares. Potential equity shares are deemed to be dilutive only if
their conversion to equity shares would decrease the net profit per share from continuing ordinary operations. Potential dilutive
equity shares are deemed to be converted as at the beginning of the period, unless they have been issued at a later date.

There have been no transactions involving ordinary shares or potential ordinary shares between the reporting date and the date of
the completion of these financial statements which would require the restatement of earnings per share.

3.21 Segment Reporting

An operating segment is a component of the Development Bank that engages in business activities from which it may earn
revenues and incur expenses, including revenues and expenses that relating to transaclions with any of the Development Bank's
other components, whose operating results are reviewed by the management to make decision about resource allocation to each
segment and assess its performance. Since the Chief Operating Decision Maker monitors the activities of the Development Bank
as a whole, the Development Bank has classified its business segment as banking, remittance and other segments.
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Cash and Cash Equivalent

Particulals

Note No. 4.1

As at Ashadh 31 2O7a As at Ashadh 3'l 2077
Cash in hand
Balance with B/Fis'
Money at call and short notice
Other

52,113,501
344,408,291

.425,
41.520.027

Total 396,521,792 228,945,839
*Balance with BFls includes the balance kept in Commercial Bank (Centuy Bank) for the pueose of statutory liquidity @seve amounting
to NPR.20,500,00o.0o at Ashadh 31, 2078.

Due from N6pal Rastra Bank Note No,4.2

Palticulars As at Ashadh 31 2078 As at Ashadh 31 2077
Balances with NRB

Securities Purchased under re-sale agreement
Other deposit and receivable lrom NRB

Total

Placement with Bank and Financial lnstitutions

Particulars

Note No.4.3

As at Ashadh 31 2O7A As at Ashadh 3'l 2077
Placemenls c s

Placement with foreign B/Fls
Less: Allowances for lmpairment

Total

Derivative Financial lnslruments

Particulars

Note No.4.4

As at Ashadh 31 2078 As at Ashadh 31 2077

lnterest rate swap
Cunency swap
Forward exchange contract
Others
Held for rlsk managemena
lnlerest rate swap
Cunency swap
Forward exchange contract
Others
Total

vo I ro si arffo ufrtca
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Other Trading Assets Note No. 4.5

Particulars
Treasury
Govemment Bonds
NRB Bonds
Domestic Corporate Bonds
Equities
Other

As at Ashadh 31 2078 As at hadh 3't 2077

Total
Pledged
Non.pledqed

Loans and advances to BF/ls

Particulars As at Ashadh 31, 2078

Note No. 4.6

As at Ashadh 31, 2077
Loans to micmfinance institutions
Other
Less: Allowances tor lmpairment

Allowances for lmpairment Note No. 4.6.1

Particulars As at Ashadh 3r, 2078 As at Ashadh 31, 2077
Balance at I Shrawan
lmpaimenl loss for the year:
Charge for the year
Recoveries/revercals
Amouot wntlen ofl
Balance at Asadh end

co ell offm utfrd-ea 1 xr
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Notes to Financial Statements
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Loans and advances to customers Note No.4.7

Net amount 565,88't,955 412,035,675
Loans and advances measured at FVTPL
Total 565,88t,955 412,035,675

Analt6ig of Loans and advances. By Product

Paniculars As at Ashadh 31, 2078

Note 4.7.1

As at Ashadh 31, 2077
P,oducl
Team Loans
Ovgrdrafl
Trust rBceipulmport loans
Demand and other rvorking capital Loans
Personal residential loans
Real estate loans
Margin londing loans
Hire purchase loans
Deprived sector loans
Bills purchased
Staff loans
Othsrs

208,805,199
223,654,891

185,it40,680
91,539,090

10,846,648
134,530,671

9,508,710
74,221,750

'12,427,436

9,499.300
7,200,756

71,599,035
Sub Total 599,764,'145 439,510,020
lnterest receivable 5,337,911 4.957,171
Grand Total 605,102,056 444,467,192

Anallal8 of Loans and advances- By Cur.ency

Particularg As at Ashadh 31, 2078

Note No. 
'1.7.2

As at Ashadh 31, 2077
Nepalese rupee
lndian rup€e
United State dollar
Greal Britain pound
EUrc
Japanese yen
Chinese yen
Other

605,102.056 444.467,192

Total 605,102,056 441,467,192

Particula6 As atAshadh 31,2078 As at Ashadh 31,2077
Loans and advances measured at amortized cost 605,102,056 444,467,19?.
Less:
lmpairment allowances (39,220,101) (32,i131,516)
Collective Allowances (10,805,149) (5,609,301)
lndividualA owances (28,414,952) (26,822,215\

xc lqo sl alfr6 qt+{d
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Note No.4.7.3Analllsis of Loans and advances- By CollaGral

Particulars As at Ashadh 31 2O7A As at Ashadh 31 2077
Secured
Movable/immovable assets
Gold and silver
Guarantee of domestic B/Fis
Government Guarantee
Guarantee of lnternational Rated bank
Collateral of export document
Collateral of fixed deposit receipt
Collateral of Govemment securities
Counter Guarantee
Personal Guarantee
Other collateral

577,793.440
3,083,900

6,415,400

430,268,265

2,041,000

12 471 405 7,200,756
Subtotal 599,764,145 439,510,020
Unsecured
lnterest Receivable 5,337,911 4,957 ,171
Grand Total 605,102,056 444,467,',192

Note No.4.7.4

Allowances tor lmpairmgnt
At each reporting date, the Bank has assessed whether there exists objective evidence that a financial asset or group oI financial assets
not car.ied at fair value through profit or loss are impaired. A financial asset or a group of financial assets is impaired when objective
evidence demonstrates that a loss event has occured afier the initial recognition ol the asset(s), and that the loss event has an impact on
the future cash flows of the asset(s) that can be estimated reliably.

Objective evidence that financial assets are impaired can include signiflcant frnancial difficulty of the bonower or issuer, detault or
delinquency by a bonower. restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider,
indications that a bonower or issuer will enter bankruptcy, the disappearance of an active market for a security, or other obseNable data
relating to a group of assets such as adverse changes in the payment status of borrowers or issuers in the group, or economic conditions
that conelate with defaults in the group. ln addition, for an investment in an equity security, a significant or prolonged decline in its fair
value below its cost is objective evidence of impairment.

ln case of financial difficulty ol the bonower, the Bank considers to reslructure loans rather than tiake possession of collateral. This may
involve extending the payment arangements and agreement of new loan conditions. Once the terms have been renegotialed, any
impairment is measured using the original EIR as calculated betore the modifrc€tion of terms and the loan is no longer considered past
due. Management continually revaews renegotiated loans to ensure that all criteria are met and that future payments are likely to occur-
The loans continue to be subject to an individual or collective impakment assessment, calculated using the loan's original ElR.

1. Use ot Carvo Outs for FinancialAssots
a. For lmpairment Calculation
An entity shall assess al the end of each reporting period whether there is any objective evidence that a tinancial asset or group of
financial assets measured at amortised cost is impaired. lf any such evidence exists, the entity shall apply paragraph 63 of NAS 39:
Financial lnstruments: Recognition and Measurement, to determine the amount of any impairment loss unless the entity is bank or
financial institulions registered as per Bank and Financial lnstitutions Act, 2073. Bank and Financial lnstitutions shall measure impairment
loss on loan and advances as higher of amount derived as per prudential norms prescribed by Nepal Rastra Bank and amount
determined as per paragraph 63. However, bank and linancial institutions shall apply paragraph 63 of NAS 39: Financial lnstruments:
Recognition and Measurement to determine the amount of impairment loss on financial assets other than loan and advanc€s.

b. For Uslng Effectiye lnterest ratc

During the reporting period Bank has used the exemption for not calculating lnterest lncome using Effective lnterest Rate (ElR) as Bank
has considered such calculation to be impracticable. Accordingly Bank has used Normal inte.est rate to charge interest income.

ro alt art$o rmtca 1 v1
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Notes to Financial Statements
For the Year ended 31st Ashad 2078

c. lnlerest calculation on lmpaired Loan and advances

NAS 39 requires lvhen a llnancial asset or a group of similar financial assets has been written down as a result of an impairment loss,
interest income is thereafter recognised using the rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss. However the bank has charged interest income by applying the Normal interest rate to the gross carrying amount of a
financial asset unless the flnancial asset is written off either partially or fully.

tmpairment of frnancia, assets measured at amotdzed cosa

The Bank considers evidence of impairment for loans and advances and investment securities measured at amortized cost al both
specmc asset and collective level. The Eank first assesses individually whether objective evidence of impairment exists for linancial
assets that are individually significant and that are not individually significant are assessed on collectively.

lf there is objective evidence on that an impairment loss has been incuned, the amount of the loss is measured as the diflerenco between
the assets canying amount and the present value of estimated future cash flows. The carrying amount of the asset is reduced through
the use of an allowance account and the amount ol the loss is recognized in prolit or loss. lnterest income continues lo be accrued on the
reduced carrying amount and is accrued using lhe rate o, inte.est used to discount the future cash fiows for the purposs ot measuring the
impairment loss.
All individually signiricant loans and advances; and investment securities measured at amortized cost found nol to be specifically impaired
and those that are not individually significant are collectively assessed for impairment by grouping together loans and advances with
similar risk characteristics.

All individually signifrcant loans and advances and investment securities are assessed for specific impairment. Those lound not lo be
specifically impaired are then collectively assessed for any impairment that has been incuned 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 securiti€s with similar risk characteristics.

lmpairment of loans and advances portfolios is based on the judgments in past experience ol portfolio behaviour- ln assessing collective
impairment the Bank uses historical trends of the probability of defautt, the timing of recoveries and lhe amount of loss incufi€d, adjusted
for management's judgment as to whether cunenl economic and credit conditions are such that the actual losses are likely to be greater
or less than suggested by historical t.ends. Oefault rates, loss rates and the expected timing ol future recoveries are regularly
benchmarked against actual outcomes to ensure that they remain appropriate.

lmpairment losses on assels measured at amortized cost are calcuiated as the difference between the carrying amount and the present
value of estimated Iuture cash flows discounted at the asset's original Normal interest rate-

Loans together with the associated allowance are written off when there is no realistic prospect of tuture recovery and all collateral has
been realized or has been transfened to the Bank. lf in a subsequent year, the amount of the estimated impairment loss increases or
decreases because of an event occuning after the impairmenl was recognized, the previously recognized impairment loss is increased or
reduced by adjusting the allowance account.

lmpairment allowance for Loans and Advancss

During the year, the Bank changed its accounting policy with respect to lmpairment allowance for Loans and Advances. The Bank now at

each reporting date assesses whether there is objective evidence that loans and advances canied at fair value through profit or loss are
impaired and impairment provided for it impairment assessment indicates so. Loans and advances is impaired when objective evidence
demonstrales that a loss event has occurred after the initial recognition of the asset(s), and that the loss event has an impact on the
future cash flows of the asset(s) that can be estimated reliably.

Objective evidence that loans and advances are impaired can include signiflcant flnancial difficulty of the bonower or issuer, default or
delinquency by a borrower, restructuring of a loan or advance by the Bank on terms that the Bank would not otherwise consider,
indications that a borrower or issuer will enter bankruptcy, the disappearance of an active market for a security, or other observable data

relating to a group oI assets such as adverse changes in the payment status of borrowers or issuers in the group, or economic conditions
that correlate with defaults in the group. ln addition, for an investment in an equity security. a significant or prolonged decline ln its fair
value below its cost is objective evidence of impairment.

ln case of financial difficulty of the bonower, the Bank considers to restructure loans rather than take possession of collateral. This may
involve extending the payment anangements and agreement of new loan conditions. Once the terms have been renegotiated, any
impairment is measured using the Normal lnterest rate as calculated before the modification of terms and the loan is no longer
considered past due. Management continually reviews renegotiated loans to ensure that all criteria are met and that future payments are

likely to occur. The loans continue to be subject to an individual or collective impairment assessment, calculated using the loan's Normal
lnterest rate.
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Prior to this change in policy, the Bank used to provide for impairment loss of loans and advances al 1o/o lo 1O0o/. on the basis of
classilication of loans and advances in accordance with the directives of Nepal Rastra Bank.

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

Following table below show the NFRS provision under two different models:

A. Movement of Loan Loss Provision as per NRB direclive
Particulars As at Ashadh 31 2078 As at Ashadh 31 2077
Specifrc attowance for impaitment
Balancg at Sh.awan I
lmpairment loss for the year
Charg€ for the year
Recoveriesy'reversal during the year
Write-offs
Exchange rate variance on foreign currency
Other Movement

26,422,215

1,592,737

6,,188,10'l

20.334.114

Balance at Asadh end 28,414,952 26,422,2',t5

Collective allowance for lmpaiment
Balance at Shrawan 1

lmpairment loss for the year
Charge/(reversal) for the year
Exchange rate variance on foreign cunency
Other movement

5,609,301

5,195,848

1,027,2j25

1,582,076

Balance at Asadh end 10,805,149 5,609,301
Total as on Ashad end 39,220,101 32,431.516

B. IMPAIRMENT AS PER NAS 39

lndividual lmpairment
Collective lmpairment
Total lmpairment as per NAS 39

As at Ashadh 31, 2078
'1,1u,725
3,624,716

As at Ashadh 31, 2077
3,587,373
2,820,951

4.759.44'l 6,408,324
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lnvestment securities Note No. 4.8

Particulars As at Ashadh 3l 2078 As at Ashadh 31 2077

lnvestment securities measured at amortized cost

lnvestment Securities measured at FWocl
Less Provision

Total
There is no investment secuities held by Bank dudng the year.

lnvestment securities measured at amorlized cost Note No. 4.8.1

Particulars As at Ashadh 31,2078 As at Ashadh 3'l 2077

Debt securilies

Government bonds

Govemment treasury bills

Nepal Rastra Bank bonds

Nepal Rastra Bank deposits instruments

Other
Less: specific allowances for impairment
Total

lnvestment in equity measured al fair value through other comprehensive income Note No. 4.8.2

Particulars As at Ashadh 31, 2078 As at Ashadh 31, 2077

Equity instrument
Quoted equity instrument
Unquoted equity instrument
Total

lnformation relating to investment in equities Note No.4.8.3

Particulars As at Ashadh 31 2078 As at Ashadh 3'1, 2077

lnvestment in quoted equity
lnvestment in unquoted equity
Total

Yi l co s] drff6 cla-ea
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Note No.4.9Curront Tar Aalat8

Particulaar As at Ashadh 31 2074 As at Ashadh 3l 2077

Cunonl tax asa€ta
Cunenl yeaa income tax assets
Tax assels of prior periods

Sub-total

Cu.16nt Lx Llabllltl€a
Cu.r6nt year income tax liabilities
Tax Liabilities of prior periods

Snb-totrl

6,096,521

6,096,52'|

1,946,049

1,9,{6,049

Total 6,096,521 1,946,0,19

lnvestment ln Sub8ldl.rles

Partlcu16rs

Note l{o.4.10

As at Ashadh 3'l 2074 As at Ashadh 31 2077

lnveslnent in Quoted Subsidiaries
lnvestrnent in lrnquot€d Subsidiari€s
Total lnlBat nent
Loss: lmpairmgnl allowances
N6t cerrying amounl

lnw3tftont ln Quoted Sub3ldlaries

P.Itlcul.r. As at Ashadh 31,2078 As at Ashadh 31 2077

l{ote No.4.10.1

Shares of.Rs.

Sheres of Rs

. Ltd

each

. Lrd

each
Total

lnvoatn€nl ln Unquotad Sub3ldlarles

particuh]s As at Ashadh 31 2078 As at Ashadh 3'l 2077

Note No. {.10.2

Sharea of Rs.

Shares of Rs

Ltd

Ltd

each

Total

lnrormation relatlng to subsidiaries of the Bark Nole No.4.10.3

Percenlzge ol OwneBhip hel.l by the Bank
As at Ashadh 3l 2078 As at Ashadh 31 2077

Lld

Ltd

Total

Non controlllng lntorost ofth6 3ubsidiaries

Toial

As at Ashadh 31 2078 As at Ashadh 31 2077Paniculars
Equity lnterest hold by Ncl(o/o)

Profu(Loss) allocated during th€ year

Accumulat€d balances of NCls as on Asadh end

Dividend paid to NCI

ro e) alifo rfttca 1 vs



( Salapa Bikas Bank Limited

Salapa Development Bank Limited
Diktel, Khotang

lnvestmenl in Associates Note No. 4.11

The Bank has no any associates. Thus, it does not prepare consolidated financial statement and accordingly, equity method of
accounting is not used as per Nepal Accounting Standards (NAS 28) on - lnvestment in Associates and Joint Ventures.

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077

lnvestment in Quoted Associates

lnvestment in Unquoted Subsidiaries

Total lnvestmeot
Less: lmpairment allowances

Net carrying amount

Note No. 4.11.'l

As atAshadh 31,2078 As atAshadh 31,2077

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

Shares of Rs Each

Total

lnvestment in unquoted Associat€s

Partlculars As at Ashadh 3'1,2078 AsatAshadh 31 2077

Note No. 4.'11.2

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

Shares of Rs Each

Total

lnformation relating to associates ot the Bank

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077

Note No.4.'11.3

Ltd

Ltd
Total

Equlty value of Aesociates

Partlculars As at Ashadh 31

Note No.4.rl,4

2078 As at Ashadh 31,2077
Ltd

Ltd

Total

Yq lco sl drd6 cfr*(d
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lnvestment Properties

Particulars

Notes to Financial Statements
For the Year ended 3'lst Ashad 2078

E.IE..h
Note No. 4.12

As at Ashadh 3'l As at Ashadh 31 2077

lnvestment at fair
Balance as on Shrawan 1

Addition/Oisposal during the year

Net changes an fair value during the year

AdjustmenYTransfer

t

Net Amount

lnvestment Properties msa3ured at cost
Balance as on Shrawan 1

Addition/Oisposal during the year

AdjustmenYTransfer

Accumulated impairment loss

Net Amount
Total

"Bank doesnot hold any kind of non-banking assets wr,bh /s to be shown as lnvestment Propedies as pet Nepal Financial Repoiing
Standads as on the Epoding date.
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6 Salapa Bikas Bank Limited

Calculation of deferred tax tor the t 207717A

Assets / Liabilities as shown in Books

Calculation of deferred tax fot lhe yeat 2076177

Particulars Accounting Base

Property and Equipment Excluding Land 24,254,310.90 29,079,013.56
lntangible Assets 1 ,651 ,O53.77 1,277,117.81
lnvestment
Loan And Advances
Loan Loss Provision 39,220,100.87 39,220,100.87
Provision for Gratuity 2 ,528 ,008 .17
Provision for Leave Encashment 5,082,948.70
Short{erm employee benefits
Operating Lease Liability 497 ,349.56
lnterest lncome(AlR)
Land
Total 73,233,771 .97 69,57 6,232.23

Particulars Accounting Base Taxation Base

Property and Equipment Excluding Land 18,511,876.25 19,654,875.50
lntangible Assets 713,312.50 830,201.29
lnvestment
lnvestment Property
Loan And Advances (AlR)
Deferred Expenses

32,431,516.17 32,431,516.17
Provision for Gratuity 2,245,391.00
Provision for Leave Encashment 2,867,490.89
Sho(-term employee benefits
Operatinq Lease 294,662.54
lnterest lncome(AlR)
Land
Total 57,064,249.3s 52,916,592.96

rv I so ail arda 4?-ca
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Salapa Bikas Bank Limited $

Difference
Assets / (Liabilities) Tax Rate Deferred Tax Assets (Liabilities)

Classification
4,824,702.66 300/0 I ,447 ,410.80

(373,93s.96) 30% (112,180.79)
30%
30v"
300/o

2,528,O08.17 758,402.45
5,082,948.70 300h 1,524,884.61

30v"
497,349.56 30Yo 149,204.87

30v,

12,559,073.13 3,767 ,721.94

-

-

3,767,721.94
3,767,721.94

73,413.60
1,926,816.14
2,000,229.74

Opening
2,O00,225.74

73,413.60
1,926,816.14
2,000,229.74

Opening
1,1/t4,568.31

53,537.10
1,091 ,031.21
1,144,568.31

Difference
Assets / (Liabilities) Tax Rate Deferred Tax Assets (Liabilities)

1,142,999.25 342,899.77
116,888_79 30% 35.066.64

3Oo/o

30v.
300/0

30%
30"/"

2,245,391.00 30% 673,617.30
2,867,490.89 30% 860,247.27

30%
294,662.54 300/0 88,398.76

300h
6,667,432.48 2,000,229.71

-

qo fll ai{6 qat6d I r{
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Olher Assets

Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

As at Ashadh 31 2074

Note No.4.16

As at Ashadh 31 2077Particulars
Assets r sale
Other Non-Banking Assets
Bills Receivable
Accounts receivable
Accrued income
Prepayments and deposits
lncome tax deposit
Deferred Employee Expenditure
Other

Stationary Stock
Others

3,742,921

558,640

4,475,648

174.729

355,197
930,862
916,396

14,466

43,969
1,106,232
1,106232

Total 5,451,762 s,936,437

Due to Bank and financial institutions

Particulars As at Ashadh 31 2074 As at Ashadh 31 2077

Note. 4.17

61,066,630 5.280.790

Total 6't,066,630 5,280,790

Due to Nepal Rastra Bank

Particulars As at Ashadh 3'l 2074 As at Ashadh 31 2077
nance rom RB

Standing liquidity lacility
Lender of last report facility from NRB
Securities sold under repurchase agreement
Other payable to NRB
Total

Derivative financial instruments

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077

Note.4.l9

Held for trading
lnteresl rale swap
Currency swap
Fonrard exchange contract
Others
Held for risk managemenl
lnterest rate swap
Currency swap
FoMard exchange conlract
Others
Total

tq I co of artr6 qfiifd

Salapa Bikas Bank Limited

Money market deposits
lnterbank borrowing
Other deposits from BFls
Settlement and clearino accounts

Note.4.18



Salapa Bikas Bank Limited 6

Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Deposits from Customers

Particulars

Note.4.20

As at Ashadh 31 2078 As at Ashadh 31 2077
lnstitutions Customers

Term deposits
Call Deposits
Current Deposits
Other

Sub total:
lndividual Customers;

Term deposits
Saving Deposits
Current Deposits
Other

Sub total:

'170,884,130

470,959,040
4,737 ,770

34,0.10

122,751,950
394,684,490

6,589,200

17,880,590
2,404,090

15,20't,132
763,500

13,329,599
27,858,880

2,870,980

36,249,312 44,059,459

646,614,950 s24,025,640
Total 568 085 099

Currency wise analysis of deposits from customers

Particulars As at Ashadh 3'l 2078 As at Ashadh 31 2077

Note.4.20.'l

Nepalese rupee
lndian rupee
United state dollar
Great Britain pound
Euro
Japanese yen
Chinese Yuan
Other

682,864,262 568,085,099

682,864,262 s68,085,099

Borrowing

Particulars

Note.4.21

As at Ashadh 31 2078 As at Ashadh 31 2077

Domestic Borrowing:
Nepal Government
Other institution
Other
Sub total
Foreign Borrowing:
Foreign Bank and Financial lnstitutions
Multilateral Development Bank
Other institutions
Sub total
Total

682,864,262

Total

qo at arffo"qfrtcd I re
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Note.4.22

Particulars
s

As at Ashadh 31 2078 at 1

ncy
Provision for restructuring
Pending legal issues and tax litigation
Onerous contract
Other 4 376 785
Total 4,376 1,162,745

Rebate on lnterest (10% & 2%) as per circular issued by NRB in relation to impact of COVID-1g that has to be refunded to
cuslomer has been provisioned in last financial yeat 2076.77. Out of total provision Rs.1,'162,785, Rs. 1,'158,409 has been
transferred/deposited in repective acmunts of customer and pending amount to be deposited is Rs. 4,376 as disclosed above.

Movement in provision Note.4.22.1

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077
Balance at shrawan 1st
Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount

1,162,785
(1,1s8,409)

Balance at Ashadh End 4.376 1,'162,785

Other liabilities

Particulars As at Ashadh 3l 2074

Note.4.23

As at Ashadh 3l 2077
Liability for employees
Liability for long-service leave
Short-term employee benefi ts
Bills payable
Crcditors and Accruals
lnterest payable on deposit
lnterest payable on borowing
Liabilities on defened grant income
Unpaid Dividend
Liabilities under finance lease
Employee bonus payable

Ot Er
Liabilities under Operating Lease
TDS payables
Others

5,082,949

20,498,888

2,867 ,491

3,192,248

2,5 ,387
294,663
657,409

1,644,316

303,166
6,23s,889

497,350
a7a.52a

4,860,012

Total 3,1,648,900 10,901,557

'Provision of Rs. 901,723l- has been made for leave encashment in lieu of leave allowances for contract staffs and in order to
bear the expenses when the carry forward leave allowances exceed the limit specified by Labour Act 2074.

Provisions

rc I qo dI Efl{6 qlttfd
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

t).fi ned bencfi t obligation

The amounts recognised in the statements of financials positions are as follows :

Particulars As at Ashadh 31

Note. 4.23.1

2078 As at Ashadh 31 2077
Present value of unfunded obligations
Present value of funded obligations
Total present value ofobligations
Fair value of plan assets
Present value of net obligations
Recognized liability tor defined benelit obligation

2,528,008

2,528,008

,,uru,oou
2,528,008

2,245,392

2,245,392

,,rou,in
2,245,392

Plan Assets

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077
Equity securities
Government bonds
Bank deposits
Other
Total

Movement in the present value of defined benefit obligations Note.4.23.3

Particulars As at Ashadh 31 2078 As at Ashadh 3'l 2077
Defined benefit obligation at shrawan lst
Actuarial (Gains) / losses
Benefit paid by the plan
Current service cost and interest
Past Service Cost

2,245.392
(366,378)

648,995

1.638,122
oo,zcc

541,015

Defined benefit obliqation at Ashadh end 2,528,008 2,245,392

Movement in the fair value of plan assets

Particulars As at Ashadh 3l 2078 As at Ashadh 31 2077

Note.4-23-4

Fair value of plan assets at shrawan 1st
Contributions paid into the plan
Beneflt paid during the year
Actuarial (losses) gains
Expected return on plan assets
Fair value of plan assets at Ashadh end

co ofi arffo qfrt{d I rs

Note. 4.23.2



,( Salapa Bikas Bank Limited

Amount recognized in profit or loss

Particulars

Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Current service cost
Past Service Cost
lnterest on obligation
Expected return on plan assets

,491

179,504 131 ,329

Total 648 995 541 015

Particulars As at Ashadh 31 2074

Note.4.23.6

As at Ashadh 31 2077
Actuarial (gain) loss (366,378) 66,255
Total (366,378) 66,255

Actuarial assumptions

Particulars
Discount rate
Expected return on plan assets
Future salary increase
Withdrawal rate

8.00%
0.00%
7.Ooyo

30./"

8.00%
0.00%
7.00%

30%

Debt securities issued

Particulars As at Ashadh 31 2078 As at Ashadh 3l 2077

Note.4.24

Debt securities issued designated at fair value througl
Debt securities issued at amortized cost
Total

Subordinated liabilities

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077
Redeemable preference shares
lrredeemable cumulative prefe€nce shares
Other
Total

so I qo st dldo qfatcd

As at Ashadh 3'1, 2078

Note.4.23.5

As at Ashadh 31, 2077

Amount recognized in other comprehensive income

As at Ashadh 31, 2078

Note. 4.23.7

As at Ashadh 31, 2077

Note.4.25
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Note.4.26Share capital

Particulars As at Ashadh 31 2078 As at Ashadh 31 2077
Ordinary shares
Convertible preference share(Equity component)

lrredeemable preference share(Equity component)

28,000,000 28,000,000

Perpetual debt(Equity component onlv)

Tolal 28,000,000 28,000,000

Ordinary shares Note.4.26.'l

As at Ashadh 31 2078 As at Ashadh 3'l 2077
Authorized capital:

8,O0O,OO0 otdinary share of Rs.100 each

lssued capital:

5,000,000 ordinary share of Rs.10o each

Subscribed and paid of capital:

280,000 ordinary share of Rs.100 each

800,000,000

500,000,000

28,000,000

800,000,000

500,000,000

28,000,000

Total 28,000,000 28,000,000

Ordinary share ownership

Particulars

Note.4.26.2

Domestic oYvnership:

Nepal Government

"A" class licensed institutions

Other licensed institutions

Other institutions

Public

Other (Promoters)

Foreign o! ,nership
28,000,000 28,000,000

Total 28,000,000 28,000,000

As at Ashadh 31, 2078 As at Ashadh 31, 2077

qo s] artfio flAd-ca I sr
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

List of Shareholders holding shares on and above 0.5%

S.No. Name of Shareholders
Kabi Kumar Rai
Tanka Rai
Sharan Kumar Rai
Durga Bahadur Rai
Kritimani Rai
Mohan Kumar Bhaltarai
Lab Kumar Rai
Tej Narayan Saiju
Tej Bahadur Rai
Dil Bahadur Rai
Tanka Bahadur Tamang
Bishnumaya Magar
Asta Bahadur Chettri
Pritiman Rai
Nabin Rai
Bhalakaii Ral
Manindra Rai
Praiapati Rai
Bam Bahadur Rai
Maiyasari Rai
Bimal Kaii Shr6stha
Kumar Rai
Sanaman Khadka
Rai Kumar Rai
Harindra Prasad Rai

ej Prasad Dhakal
Bir Bahadur Rai
Oip Narayan Rijal
Nain Bahadur Katwal
Eman Rai
Hom Praladh Rai
Narayan Prasad Joshi
Thir Bahadur Karki
Bishnu Rajbhandari
Rabin Chandra Rai
Sushila Rai
Bhagyawati Rai
Kailash Rai
Renu Shah
Kishor Kumar Rai
Shiva Prasad Kattel
Nabin Kumar Rai
Kamala Devi Rai
Yubaraj Rai
Jit Bahadur Shrestha
Dhan Kumar Bajimaya
Rita Baimai
Kul prasad Shrama Phuyal
Dhurba Kumar Karki
Mandira Rai
Raghunanda Rai
Chandra Bahadur Khadka

% of Shareholdi
1

2
3
4
5
6
7
8
I
10
11

13
'14

15
16
'17

18
19
20

2.

24
25
26

28
29
30
31

32

u
36

38
39
40
41

42
43
44
45
46
47
48
49

ct
52

9000
8000
8000
70m

6000
5000
5000
5000
5000
5000
5000
4500
4500
4500
4000
4000
4000
4000
4000
4000
4000
3500
3500
3000
3000
3000
3000
3000
3000
3000
2500
2500
2350
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000

3.2'to/o

2.860k
2.860/0

2.50./o
2.14%
2.140k
1.79./.
1.790/o

1.790/0

1.790/0

1.790/0
'1 .790/0

1.610/0

1.61%
1.61%
1.43%
't.43yo

1.430/0

1.430/.
1.430/o

1.43yo
1.430/0

1.250/o

1.07%
1.07%
1.07%
1.07%
1.O70/o

1.O7%
1.070/
0.89%
0.89%
o.u%
0.7'to/o

0.7't%
o.71%
0.71%
o.71%
0.7't%
o.7't%
0.71%
0.71%
0.7't%
0.71%
0.71./.
0.710/o

0.710/o

0.710/.
0.716/0

0.71yo
0.710/o

Shares Held

tl l co oil dlnf6 sfrtfd
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

List of Shareholders holding shares on and above 0.5olo

S.No. Name of Shareholders % of Sharehold

Note: The Percentage of sharcholding has been calculated as a percentage ot share capital as per the latest
share lagaL ltloney Received as call in advances has not been considered here.

53

55
56

58

60
61

62
63
64
65
66
67
68
69
70
71

72

74

0.7'to/o

0.710k
o.710/o

o.7't./.
o.7't%
o.71./.
0.71%
0.710k
o.710/o

o.710/o

0.710/o

o.71%
o.71v"
0.71v.
0.710/.
o.7't%
o.7'to/o

o.71./.
o.7't./"
0.71v.
0.7't./.
0.7't./.
0.710/o

0.7'tyo
0.63%

Shares Held
Bishnumaya Rai
Tanka Bahadur Thapa
Puspha Pandey Karki
Homnath Khanal
Sun Bahadur Rai
Prithi Kumar Tamang
Dhurba Shrestha
Santa Kumar Rai
Hiralal Rai
Bikash Rai
Jay Kumar Rai
Bishal Bhatttrai
Umakant Elani
Yogendra Rai
Santoshi Tamang
Bhogiraj Rai
Kamal Dhakal
Laxmi Rai
Dhan Kumar Rai
Dr. Ajambar Rai
Harichandra Rai
Lalita Rai
Ramkaji Gurun
Rita Rai/Dahal
Gyanendra Prasad Joshi

2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2000
2o0o
2ooo
'1750

so S ort$o Oat-ca | fi
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 3'1st Ashad 2078

Reserves Note.4.27

Particula6 As at Ashad
Statutory General Reserve 4,907,027 3,985,848

Exchange equalization reserve

Corporate social responsibility reserve 46,059 119,552

Capital redemption reserve

Regulatory reserve 5,738,768 7,276,657

lnvestment adjustment reserve

Capital reserve

Assets revaluation reserve

Fair value reserve

Dividend equalization reserve

Actuarial gains (62,791) (319,256)

Special reserve

Other reserve

Staff Training Fund - 51,353

Capital Adjustment Reserve 200,255,850 U,717,100
Others

Total 210,884,913 75,431,254

1.27.1 Statutory General Reserue

Statutory General Reserve is created as per Section 44 of lhe Banks and Financial lnstitutions Act 2073 equivalent to 20% of the
net prolit eamed during the year until the reserve is twice the paid-up share capital of the Bank after which 10% of the net profit
earned during the year shall be set aside as General Reserve.

Such reserve could not be expensed or transferred to other heads without prior approval of Nepal Rastra Bank.

As at Ashadh 31,2078 As at Ashadh 31,2077
Opening 3,985,848 3,985,M8
Addition for the Year 921,179
Utilization during the Year
Closing as on Reporting Date 1,907,027 3,985,848

4.27.2 Erchange Fluctuatton Reserve Fund

Exchange Fluctuation Reserve is the reserve created as per Section il4 of the Banks and Financial lnstitutions Act 2073
equivalent to 25% of the foreign exchange gain realized on lhe translation of foreign currency to the reporting currency during the
year other than lndian Rupees.

Such reserve could not be oxpensed or transfened to other heads without prior approval of Nepal Rastra Bank other than to set
off revalualion loss incurred, it any during the year.

Bank doesnot deal with any cunency other than Nepalese currency, hence this reserve creation is not applicable to the bank.

rx I so fr art$o ut?ica
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

/t.27.3 Corporate Soclal Respomlblllty Fund
The fund created for the purpbse of corporate social responsibility by allocating profit has been presented under this account
head.

As at Ashadh 31, 2078 As at Ashadh 31, 2077

Opening Balance - 119,552

Ep€nses made during the Year - (119,552)

Addition during the Year 46,059
Closing as on reporting date (31.03.2078) 46,059

4.27,4 Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as per the Directive of NRB for the
purpose of implementation of NFRSS and which has not been regarded as free for distribution of dividend (cash as well as bonus
shares) has been presented under this account head- The amount allocated to this reserve includes inlerest income recognized
but not received in cash, difference of loan loss provision as per NRB directive and impairment on loan and advance as per
NFRSS (in case lower impairment is recognized under NFRSS), amount equals to deferred tax assets, actual loss recognized in

other comprehensive income, amount of goodwill recognized under NFRSS etc.

Opening Reserve

Movemenl:

Accrued interest income

Fair value reserve for possible investment loss

Reserve for NBA

Deferred Tax Reserve

Bargain Purchased Gain

Actuarial Loss

Closing as on Reponing Date (31.03.2078)

(3,048,917)

1,767,492

(256,465)

As at Ashadh 31, 2077

3,865,963

2,810,051

554,264

46,379
5.738. 768 7,276.657

4.27.5 lnvestment Adjuatment Reserve
lnvestment Adjustment Reserve is created as per the regulatory requirement equivalent to 2% of investment securities classified
as available for sale which are not listed within the prescribed time except on investment on shares specifically allowed by Nepal
Rastra Bank. lt is presented within other reserve in Statemenl of changes in equity.
Bank has not made any investment on shares of any company, hence not applicable.

ro sll o16o clfttca I u

Salapa Bikas Bank Limited

As at Ashadh 31, 2078

7,276,657



s Salapa Bikas Bank Limited

Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 3'1st Ashad 2078

4.27.6 Assets Revaluation Reserve

Any reserve created from revaluation of assets (such as Property & Equipment, lntangible Assets, and lnvestment Property) has
been presented under this heading. Revaluation reserves often serve as a cushion against unexpected losses but may not be fully
available to absorb unexpected losses due to the subsequent deterioration in market values and tax consequences of revaluation.

No assets has been revalued during the reporting pe od, henc€ not applicable.

4.27.7 Fair Valuo Reserve

The fair value reserve comprises the cumulative net change in the fair value oflinancial assets that are measured at fair value and
the changes in fair value is recrgnized in other comprehensive income, unlil the assets are derecognized. The cumulative amount
of changes in fair value of those financial assets has been presented under this account head.

Bank has not invested in any such financial assets which requires to be measured at fair value. Hence, not applicable.

4.27.8 Acturial GalnsrL6so3
Any gain/lloeses due ttle actuarial valuation of defined benefil obligatbns (GratXity) is recognised here.

As at Ashadh 31, 2078

opning (319,255.s0)

Additions 256,464.60
(62,790.90)

As at Ashadh 31, 2077
(272,877.50\

(46,378.50)

(319,2s5.50)Closing

tr IcodtafilGflaa-{d
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

4.27.9 Other Reserye Fund

Any reserve created with specific or non-specific purpose (except stated in above) has been presonled under this by disclosing
accounting h€ads.

a. Staff Training E Development Fund

As per clause 6 of NRB Directive no. 6/077,the fund created for ti6 purpose of employee training by allocating 3% of employee
expenses of previous year excluding staff bonus and winding up interest cost on staff loan. The fund is utilized for the training of
employ€es excluding CEO.

Opening

Addition During the Year'
Expenses to be incurred in CY
Expenses During the Year

Opening

Addition During the Year
Capitalized to Share Capatal During the Year
Closing as on reporting date (31.03.2078)

As at Ashadh 31, 2078

64,717,100

135,538,750

As at Ashadh 31, 2077

15,087,000

49,630,100

As at Ashadh 31, 2078 As at Ashadh 3'1, 202
51,353

(241,48/.1

Closing as on reporting date (31.03.2078)

As per Clause 6 of NRB Directive no 6/078, the provisions has been made non-mandatory and hence the bank has nol transfened
any amount lo this reserve. Amount of Rs. 241,4U1- has been expensed out in the cunent financial year for the training and
development of staffs.

b. Capital AdJustment Re3ow6

Capital Adjustment Reserve is the share application money received from promoters and shown here in others of Reserve and
Surplus as p€r direction of Nepal Rastra Bank.

51,353
(702,17s)

200,255,850 64,717,100

ro alf ellfo rt?ica ; re
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Salapa Development Bank Limited
Diktel, Khotang

Note No. 4.28
Contingent Liabilities and Commitment
Particulars As at Ashadh 3t, 2078 As at Ashadh 31 2077

Contingenl Liabilities

Undrawn and undisbursed facilities
Capital commitment
Lease commitment

Litigation

300,000

8,508.971

300,000

7,624,484

Total 8,808,971 7,924,888

Note No. 4.28.1

Contingent Liabilities
Particulars As at Ashadh 31, 2078 As at Ashadh 31, 2077

Acceplance and Documentary credit

Bills for collectron

Forward exchange contracts

Guarantees

Underwriting commitments 300,000 300,000

Other commrtments

Total 300,000 300,000

Note No. 4.28.2
Undrawn and undisbursed fac;lities
Particulars As at Ashadh 31, 2078 As at Ashadh 31 2077

Undisbursed amount of loans

Undrawn limits of overdraft

Undrawn limits of credit cards

Undrawn limits ot letter of credit
Undrawn limits of guarantee

8,s08,971 7 ,624,8AA

Total 8,508,971 7,624,444

Note llo. i1.28.3

Capital commlt nsnts
Capital expenditure approved by relevant authority of the bank but provision has not b€en made in financial statements
Particulars As at Ashadh 31 2078 As at Ashadh 31 2077

Capltal commitments in rglation to Property and Equipment
Approved and contracled for
Approved but not contractod for
Sub Total

Capltal commltnents in relation to lntangible assets
Approved and contracted for
Approved but not contracled for

Sub Total

tc I ro e) ardo ufrica

Notes to Financial Statements
For the Year ended 31st Ashad 2078

(Figurcs in NPR)
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Note No. 4.28.4
Lease Commitments
Parliculars As at Ashadh 31 2O7A As at Ashadh 3l 2077

Operating lease commitments
Future minimum lease payment under non cancellable operating lease,
where the bank is lessee

Not later than I year

Later than 1 year but not later than 5 years

Later than 5 years

Sub Total
Flnance lease commltnonts
Future minimum leass paymEni under non cancellabb op€rating l€as€,
where the bank is lessee
Not later than '1 year

Laterthan 1 year but not later than 5 years

Later than 5 years

Sub Total

G,and Total

Nots No. 4.28.5
Litigation
Particulars As atAshadh 31,2078 As atAshadh 3l 2077

Total

ro slf affo ufi-ca I tr
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Salapa Development Bank Limited
Diktel, Khotang

For the period commencing on Shrawan 'l, 2077 and ending on Ashad 31,2078
For the Year ended 31st Ashad 2078

For the year ended 3lst
Ashadh 2078

For the year ended 31st
Ashadh 2077

(Figures in NPR)

Note:4.29lnterest income

Particulars

Cash and cash equivalents

Due from Nepal Rastra Bank

Placement with Banks and Financial lnstitutions

Loans and Advances to Bank and Financial lnstitutions

Loans and advances to customers

lnvestment securities

Loans and advances to staff
Other

815,667

80,550,346

'1,098,450

4,862,391

66,242,979

1,300,761

Total interest income 42,464,4U 72,406,131

lnterest expense

Particulars

Note:4.30

For the year ended 31st
Ashadh 2078

For the year ended 3lst
Ashadh 2077

Due to Bank and Financial lnstilutions

Due to Nepal Rastra Bank

Deposits lrcm customers

Bonowing

Debt securities issued

Subordanated liabilities

Other

1,625,362

35.831.592

2.2't6,134

37.06'1,102

Total interest expense 37,456,954 39,277,236

so I eo ert ort$o lRrica
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Salapa Development Bank Limited
Diktel, Khotang

For the period commencing on Shrawan 1,2077 and ending on Ashad 31,2078
For the Year ended 3'lst Ashad 2078

(Figures in NPR)

Fees and Commission lncome Note: 4.31

particulars For the year endcd 3'lst For the year ended 3rst

::ll::,',TL" 4'1*.a-2s o'*o'.,-"'

Commrtment fees

DDffT/Swft fees

Credit card/ATi/'l rssuance and renewal fees -

Prepayment and swap fees

lnvestment banking fees
Assets management fees

Brokerage fees

Remittance fees 1,807,099 1,679,254

Commission on letter of credit

Commission on Guarantee Contracts rssued

Commission on share underwriting/rssued

Locker rental

Other Fees and Commission lncome 26,402 7,750

Total Fees and Commission lncome 6,018,330 6,127,792

Fees and commission expense

Particulars

Note:4.32

ATM management fees

VISA,/Master card fees

Guarantee commission

Brokerage

DDffT/Swift fees

Remittance fees and commission

Oaher Foos and Commrssion Expense
Registration and renewable charges

310,991
3'10,994

u9,688
349,688

Total Fees and Commission Expenge 310,994 349,688

For the year end6d 3lst For the year snded 3'lst
Ashadh 2078 Ashadh 2077

ro el affo rth*o;sr
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Salapa Development Bank Limited
Diktel, Khotang

For the period commencing on Shrawan 1, 2077 and ending on Ashad 31, 2078
For the Year ended 31st Ashad 2078

Net trading income

Particulars

(Figures in NPR)

Note:4.33

For the year ended 31st
Ashadh 2078

For the year ended 31st
Ashadh 2077

Changes in fair value ot trading assets

Gain/loss on disposal of kading assets

lnterest income on trading assets
Dividend income on trading assets

Gain/Loss Foreign Exchange Transaction

Olher
Total Net tradinq income

Particulars

Note:4-34

For the year ended 31st
Ashadh 2078

For the year ended 31st
Ashadh 2077

Foreign Exchange Revaluation Gain

Gain/loss on sale of investment Securities

Fair value gain/loss on investment property

Fair value gain/loss on investment Securities

Dividend on equity instruments

Gain/loss on sale of property and equipment

Gairvloss on sale of investment property

Operating lease income

Gairrloss on sale of gold and silver

Locker rent

Other- 479.935 3,342,634

Total other operating income 479,935 3,342,634

lmpai.ment charge/(reversal) for loan and other losses

Particulars

Note:4.35

For the year ended 31st
Ashadh 2078

For the year ended 3lst
Ashadh 2077

lmpairment charge/(reversal) on loan and advances to B/Fls
lmpairment charge/(reversal) on loan and advances to customer
lmpairment charge/(reversal) on financial lnvestment

lmpairment charge/(reversal) on placement with bank and llnancial
institutions

lmpairment charge/(reversal) on proporty and equipment
lmpairment charge/(reversal) on goodwill and intangible assets
lrytp!irmen!c!qgq(r9y9!!q!)!!l!yg perty

6,788,585

\eR I eo alr ErtS6 qfricd

6,788,584.70 21,881,392Total impairment charge/(reversal) for loan and other losses

Other operating income

21,881,392
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Salapa Development Bank Limited
Diktel, Kholang

For the period commencing on Shrawan 1,2077 and ending on Ashad 31, 2078
For the Year end6d 3lst Ashad 2078

(Fisures in NPR)

Personnel Expense

Particulars
For the year ended 3lst

Ashadh 2078
For the year ended 31st

Ashadh 2077
17,211,435

5,028,326

648,995
'1,133,265

702,160
241,4U

J,bJJ,JCV

't4,96/-,'120

4,196,423
541,014

873,438

589,940
702,175

2,173,836

'1,260,789

237,232

1,071,249

679.707

30,097,045 25,791 ,901
Stafl Bonus

Grand Total 30,400,211.49 25,79'1,901

Other ope.aling expense

Particulars

Note:4.37

For the year ended 3lst
Ashadh 2078

Fo. the year ended 31st
Ashadh 2077

Directors' fee
Directors' expense

Auditors' remuneration

Other audit related expense

Professional and legal expense

Offi ce adminlslration expense
Operating lease expense

Operating expense of investment properties

Corporate Social Responsibility Expense

Onerous lease provision

dher
Branch Opening Expenses

Fine and Penalties

600,000

2'13,200

215.281

4,136,414

2,599,007

600,000

146,340
'165,416

8,633,140

2,271,900

105,000 132,040

277,775

12,226,6127,868,902

qo slt ar6o qfrtcd I ei

Note:4.36

Salary

Allowances

Graluity expenses

Provident fund

Unifo,m

Training & Development Expense

Leave encashment

Medical

lnsuran@

Employees lncentive

Cash-settled share-based payments

Pension Expense

Finance expenses under NFRS

o,,her Expenses Related to Stafr
Staff Recruitrnent Expenses

Sub-total
303,166

Total other operating expense
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Salapa Development Bank Limited
Diktel, Khotang

For the period commencing on Shrawan 1,2077 and ending on Ashad 31, 2078
For the Year ended 3lst Ashad 2078

Office administration expense

Particulars For the year ended 3'lst
Ashadh 2077

For the year ended 3lst
Ashadh 2076

(Figures in NPR)

Note: 4.37.1

Water and electricity
Rapalr and malntenance

Ofrce Equip?Ents
Vehicle

Computer and accessories

lnsurance

Postage, telex, telephone, fax and intsrnet

Printing and stationery
Advertisement

Seclrity sxpense

Travel allowance and expense

Entertainmenl

Annual/special general meeting exp€nse

other
lnt€met Expenses

Fue, Expenses

Offcs Expersss
Cleanitv Exos'nses

Olhers'

222,227

22.403
4 ,067

69,581

9.982

459,619

7't 1,754

105,768

173,648

44A,437

888,371

737,419
1,076,252

219,835

42,400
714,657
'160,560

200,000

248,O04

186,135
'15,515

3,521,908

562,820

286,742

192,743

370,589

169,875

12,883

445,362

Total 1,136,414 8,533,1iO

Depreciation E Amortization

Particulars

Note:4.38

For the year ended 3lst
Ashadh 2078

For the year ended 3'lst
Ashadh 2077

Depreciation on Property and Equipment

Depreciation on investment property

Amortization of intangible assets

3,128,580

280.0't2

3,180,417

254.250
Total depreciation and amortizalion 3,408,593 3,434,667

Non operating income

Particulars
For the year ended 31st

Ashadh 2078
For the year ended 3l sl

Ashadh 2077

Note: 4.39

Recovery of loan wriften off
Other income

Tolal non operatinq income

sv I so d artfu {t}ca
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Salapa Development Bank Limited
Diktel, Khotang

For the period commencing on Shrawan 1,2077 and ending on Ashad 31, 2078
For the Year ended 31st Ashad 2078

(Figures in NPR)

Non Operating Expense

For the year ended 31st
Ashadh 2078

For the year ended 31st
Ashadh 2077

Loan Written Off
Redundancy provision

Expenses of restructuring

Other expense

Total non operating Expenses

lncome tax expense

Particulars

Note:4.41

For the year ended 3lst
Ashadh 2078

For the year ended 31st
Ashadh 2077

Current tax expense
Current year

Adjustment for prior years

Deferred tax expense
Origination and reversal of temporary differences

Changes in tax rate

Recognition of unre nized tax losses

(1,877,405.60)

(1,877,405.60)

(534,388)

(534,388)

Tolal income tax expense (1 ,477,405.60) (534,388)

Reconciliation of tax expense and accounting profit

Particulars

4.41.',1

For the year ended 31st
Ashadh 2078

For the year ended 31st
Ashadh 2077

Profit before tax
Tax amount at tax rate of 30 %

Add: Tax effect of expenses that are not deductible for tax purpose

Less: Tax effect on exempt income
Add/lessi Tax effecl on other items

Canied Forward Lossss

Tolal income tax expense

2,724,490

814,547

604,363

(21,084,938)

(6,325,481)

166.984

288,810
(1,606,898)

Effective tax rate 0.00%

'Due to set off carried foMard losses, no income tax has arise in this financial year. Bank has carried forward loss of 613,295 after
setting off with current profit

Particulars

Note: 4.40

qo S arffo qfr}cd | \er
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Slatements
For the Year ended 31st Ashad 2078

5. Disclosures & Additional lnformation

5.'l Risk Assessment Procedure

Financial assets and I

Particulars
FinancialAssets
Cash and cash ivalenls

Due from Ne Rastra Bank

Loans and advances to B/Fls

Loans and advances to cuslomers
lnvestment securiiies ent Eonds

lnvestment securities

Other Financial assets

Total financial Assets
FinancialLrabilities
Due to Bank and Financral lnslitulions

Oue from customers
Other Financial Liabilities
Total financial liabil

Crodn Nok
A cr8dil risk b u|e .isk of defauh on a d€bt that may a.is€ ftom a bonou,Br failing lo maks lBquitEd paym€nts. ln the f.st resort, the dsk is that of the
leod€a and includ€s losl principal and inlerest, disruptioo to cash flou6, and incEased colleclion oostg. Factors for thg credit risk includa
Countefparly Risk. Conc€ntration Risk and S€curitization Risk.

The 0ev6lopment Bank has applied toilo\ring mitigatos for management of Credit Risk faclors:
. lndep€ndent and on{oing credit quality review
. Limiting credit exposures
' Problem ca€dit managefient s),stem

Diversification of ri6k asset portfol'o among sevelal sec'tors and sub seclors oI the economy over a laage number ot c!9tome6
D€poslt oI bono$/6r in bank, c€sh margin and additional collateral at individual lovel

' Prcper valuafon, stolage, maintenance and jnsurance of collatorals.

Such mitilates are monitorcd by Board of Directors, Risk Manao€ment Commitlee wtrich is Board Lev€l Committee, Credit Risk Management
Dopanment, NRB lnsp€c{on team and lnlemal Audit Depaatanor$ of the Development Bank.

n r*d H*
Market rlsk is the posslblllty of a custom6r experiencing lo$es due to Iaclors that afiect the overall pedomance of the Development Bank in which
the customer is involved. Market .bk is systematic risk of th€ financial market.

Factors of market risk include lnter€st Rat6 Risk, Equity Rbk in Banking Book.

The Development Bank has apdied folloning mitirates for management of the Maftet Risk lactors:
' Stress teslingy'6imulalion of mark€t c.nditons
' Gap Analysis
. Umiting trading activity of instrumonts in the difigGnl ma*ets
' Regular review of rigk manaOement proc€sses
. Regular review of Rlsk Tolerance and appelite limit.
' lrlea$.rrem€nt of Equity price shocks.
. Mgasurem€nt ot lnter€st Rato Shockg

Such mltlgates arc monltored by Board of Oirectors, Risk Managemont Committee, lntemalAudit Departm6nt.

uquldLy Risk

Lhuidity risk is tlE risk that th€ Dev€bprn€nt Eank may be unable to rog€t short term financhl demands. Thi9 usually occurs du€ to the inebility to
coivsd a security or hard ass€t to cash without a loss ot capiial and,/or income in lhe prccoss.

Fac-toB of Liquidity Rbk lncludes Deterioration in quality of d€dit portfollo Concenfalions in either assets or liabilities, Rapid ass€t grorvth tunded by
hhhly volatile larg6 deposits, A larga sts of otf-balanc€ she€t er,posure.

Th6 Oevglopment Bank has applied bllowing mitirates for th€ managem€nt of Liquidity Risk:

Appmpriafe compoGitbn ot assgts and liabiliti€s
. Diveasified and stable sourcoa otluods
. Access to intertank ma*et
' Contingency fundlng plan for cdsls situations

Regular skoss testing
. Comistent analy6ls rr6ing lhuk ity r.tio6
Such mitigatec are monitor€d by BOD, Finance and Crsdit Deparbnent, lntgmal Audn Deparinenl-
F.lr v.tse ot Finana&t Atl€E a,rd U.blrld.6
Fair Value of financial assets and llabllitbs risk manag€ment includes offeclivo portfollo management by fnanc€ depadrnonl wiich is monitor€d by
BOD, and other high l€vel offchls.

Total

396 792

605

5 7 793
007 031

066

648

Fair Value throush PL Amo.tized Cost Fair Value through OCI

396,521,792

605,102,056

5,407,793
1,007,031,641

61,066,630

682,864,262
34 648,900

77a,579,792

l qo sl arlfio sfrtrd
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 3lst Ashad 2076

Risk llanagemenl Function
The Bank is exposed to various types of dsks including credit, market, liquidity, operational, legal, compliance and reputation risks. Tho objective of
the dsk manaoement framewo* at the Bank is to ensure that various risks are understood, moasured and monitored and that the policies and
procedures oslablished to address these risks are strictly adhered to. The Bank has set up a strong conkol and monitoring environment for
comprehensive isk management at alllevels ofoperalion.

Measurcment of Risks for Capital Adoquacy Purposo:

Under Pilhr 1 of the specific NRB Ouidelines, the bank curently follows Simplmed Standardiz€d Approach for Credit Risk, Basic lndicator Approach
for Operationai Risk and Net Open Position approach for Ma*el risk.

A. Credit Rlsk
Slrateqioa and Prccoss:

All credit related aspects are govemed by Operation Manual of Bank. Th€s€ docuhonts oudine th6 type of prcducls that can be ofiercd, custome.
categories, credit approval procass and limits. These documents ale approved by the Board of dkectors.

The bank's main emphasis is on SME credit. Differsnt limits of lending por er have been assigned at branch level, depadment head level and the
crcdit commitle€ level. Every asp€ct relating to cr€dit such as procedure, documentation etc. is cleady defined in the Operation Manual and the
Credit Policy of the bank.

Pre-Sancllon i

The branch managers have the authority to approve tho crodit within their permissible limits after due scautiny of background of the promoter. nalure
of business, tumover in the account, other financial indicators, income, collateral and secudty. Loans above the authority of branch are
recommended to head office for further decision.

Credit Risk A33e8smealt Procra6:
Risk Management Department carries out a comprehensive credit risk assessment process that encompass€s analysis of relevant quantitative and
qualitative information to ascertain credit ratjng of the borrower. The credit rating process involves assessmsnt of risk emanating from various
sources such as market isk, management risk, environmental dsk. financial risk and security risk taking into coNideration as much as 30 suF
paramoters und6r each of thos6 catogories. Cr€dit lhresholds have been set for fon|arding the credit fles Ior risk rating before ihey are submitted for
approval in th€ credit committee by lhe concemed credit units.

Post Sanction Monitoring./ Follow up:

Concemed bGnch are required to obtain regular information of the buslness. ln case of revolving loans, the drawing po|ver is checked
commensurato with the existing level of stocks and ,4orking capital checked and verified at regular interval. The credit units at tho Head OfficE are
also required to prepare quaderly credit report to submit at higher level as a part of formal monitoring process-

B. Operation Risk

Operational isk is the risk of loss resulting from inadequate or failed intemal processes, people or syslems, or from edemal events. Operational risk
is inherent an the bank's business activities.

The board level committoe that undertakos supervision and review of operational risk aspects are the Risk Management Committe€ and Audit
Commitee. The board and the dsk committee review the operational risk level and the malerial operational risk exposure. The Audit commite€
supervises audit and compliance related aspects. lnlemal Audit department on the othd hand canies out audil according to the audit plan and
reports findings lo the audit committ€e.

eo eft ortfo rt?tca 1 us
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
Fo. the Year endod 3tst Ashad 2078

Rirk Arillng ftom broakdosm of lnfo,matlon and Opoaating Stlstem:

The bank has introduced new centralized soft\ rare PUMORI lV and has improved in its MIS infrastructure in order to eNure the associated
operational dsks being brought down to an acceptably low level.

To safeguard the probable losses resulting from syslem Iailurg or natural disaster, the bank has iaken following policios to minimize the risk:

a. Back up - Daily back up ot all bahnc€s aae taken at the ond o{ the day. Ttte bank b developing a sysiem of auto back up in the near fulure.

b. Disastor Recovery Site - Tho bank has established disaster rccovery site.

c. Validation ol Entry and Password conhol - There is a system of makea aM checker for enby validation beforo pogting. Access authority for data
€ntry, update, modification aM velidatbn has b€en given on the basis ot levels of stafs.

d. Exception Reporting - Th6 system qeates excoption reporl as and when requlred.

Rlsk Arblng ftorn Proc€dural l.p8€6 .nd lr amal control;

The company has defined banking proc€dur€s in the Oporaiion Manual r€lated to banking transactions. lnlemal circui€rs are issued whenever
required. Reporting by branches is regular.

Co,polrta Govemance:
NRB GuldEllnes wilh respect to Corporate Govamance 8rs duly complied with.

C. l*ark t Rlsk
lnwst nanla
Cunently lhe Bank has not made any invostmsnt Ior trading purpose. The lnvestment in govemment secutities hav€ been mad€ to hold till maturity

The investrnent in oquity of listod institrtions has b€on held as eveilable Ior sale.

Fordgn Erch.qo

The company's polby is to malntaln th6 net op€n pogitlon o, convonibb foreign curency whel6 exchenge rate dsk persisis in matching position.

sc Iqo3ltdrff6qat6d



Salapa Bikas Bank Limited $
Salapa Development Bank Limited

Diktel. Khotang

Notes to Financial Statements
For the Year endod 31st Ashad 2078

5.2. CAPITAL irAt{AGEilE}'lT

The Bank's cepital manag€ment policies and practices supporl its business strategy and ensur€ that it is adequately capitalised to withstand even in

severe macroeconomic downtums. Salalpa D€velopment Bank Umjted is a liscened institution which provides financial services therefore it musi
comply \N{th capital r€quiremenl of central bank 'Nepal Rastra Bank'.

The Bank's capitalconsists of Tier I capitaland Tler llcapitial.

5.2.1 Oualitatlve disclosure3

Nepal Rastra Bank has dkected the Banks to develop ot rn intemal policy. procedures aM slructures to manage all matenal risk inherent in business
for assessing capital adequacy in relation to lhe risk profiles as \rell as saategies for maintaining capital levels. This includes basic requirements of
having good govemance, effrcient process of managing all mateial risks and an effective regime for assessing and oaintaining adequate capilal-
The Bank has vaious policies app.oved by BODS for proper govemance. The Bank in line with BASEL provisions.

5.2.2 Quantitative disclosures
structure aod

1,,I RISK WEiGHTED EXPOSURES
Previous Period

Risk Weighted Exposure for Credit Risk

Risk Weighted Exposure for Operational Risk
486,518

43,596
Risk for Mark6t Risk

Totat Risk Exposures ot Pillar ll)

Total Risk Weighted Exposures (After Bank's adjustrhents of Pillar ll
1.2 CAPITAL
(A) Cor6 Capital(Tior 1)

Paid up Equity Share Capital
lredeemable Non-c,lmulative pr€f erence shares
SharE PrEmium

Propos€d Bonus Equity Shares

Statutory General Res€rves
Retained Eamings
Un-auditod cunBnl year cumul6tiv6 plofit

Capital Redemplion Reserves
Capital Adjustment R6serves
Divid€nd Equalization Reserves
Other Fr6€ Reserve
Less: Goodwill
Less: Dofered Tax ABssts

Less: Fict tious Ass€tE

Less: lnveslrn€nt in equity of licens€d Financial lnsfitutions

Less: lnvestment in equity ot institutions with financial interests

Less: lnvestrnent in equrty of institutions in 6xc€ss of limits
Less: lnveslrnonts arising out ot undeBriting commitrnents

Less: Purchase of Land & Building in 6xc€ss of limit & utilizod

Less: Recipaocal cDssholdings
Less: Other O€duclions
Adruatranb und€r Plll.I ll
SRP 6.4a(t) -Less: Shoftfall in Provision

SRP 6.4a(2) -Less: Loans & Faciliti6s extended to relatod parties and restricted landing

530,115
Adjustments under Pillar ll

SRP 6.4a (5) - ALM policies & pr6ctices are not satisfaclory, add 1% of n6t interest income to RWE

SRP 6.4a (6) - Add . ...% of the tolal deposit due lo insufficient Liquid Ass€ts

SRP 6.4a (7) - Add RWE equvalent to reciprocat of capital charge of 2 % of grcss in@me.

SRP 6.4a (9) - Overall risk manag€ment policies and procedures are nol satisfactory. Add 2olo of RwE
SRP 6-4a (10) - Desirod level of disclosuro requirement has nol been achieved. Add 1% of RWE

671
10,609

5,304

28,000

200,256

4,907
(13,844)

3,986
(19.172)

77,531

28,000

64,7 17

FY 2077t74
Currenl Period

690,062
54.157

111,220

1.390

29,769
22,327

797,706
Current Period

219,319

qo darffo flat{d I sr,
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 31st Ashad 2078

Su ital 2 10 609

5.609

83,1,10

Previous Period
14.18%
15.21%

Cumulative and/or Redeemable Preference Share

Subordinated Term Oebt

Hybrid Capital lnstruments
G€neral loan loss provision

Exchange Equalization Roserves

lnvestments Adjustmenl Reserves

Assets Revaluation Reserves

Special Reserve Fund

Total Fund er I and Tier ll)

,I.3 CAPITAL ADEQUACY RATIOS

Tier 1 Ca to Tolal Risk Exposures (Afler Bank's ustmenls of Pillar ll)
Tier 1 capitatto Total Risk Weighted Exposures (After Bank's uslrnenls of Pillar ll)

. C.pltal Adequacy Ratlo:
ThecapilaladequacyratiootthebankasonAshad31,2078is28.85o/oandthatoIAshad31,20n',as15.21'k

. Summary of th6 bank's internal approach to assess the adequacy or lts capital to support current and fulure activities, ifapplicable:

Salapa Development Bank adopts heallhy risk managemenl framev,'ork. The bank follovvs lnternal Capiial Adequacy Assessment Process
(ICAAP)and Risk Management Guideline while taking decision on any business. lt has alw'ays taksn nole of ICAAP and has taken steps accordingly
in ensuring soundness of capital position and slrstainability of the businoss. The bank's policies and procedures are approved by the Board of
Directors and these documents provide guidance on independent idenlification, measurement and management of risks across various businesses.
Bank s different commrttges like Audit Committee, Risk Management Committeo review the business and risks periodically.

The bank also defines .isk aspecls, considering domestic economic scenario, and puts in place the system to minimize and remove such dsk. The
risk appetite and approach towards risk taking is well discussed in managemenl level and board level- ll is always aligned with the business, its
retum and capilal. Basel disclosurcs have been complied with, addressing the risks and adopting moasures to minimize their impacl. lncreasing
complexities in risks, weakness of businesses and fast changing world with intense competition pose a threat to sustainability.

Capital planning is an integral part of the bank's medium term strat€gic planning and annual budget formulation process. Total sk \r€ighted
exposures for the prcjected level of business operations is calculated. the required capital level is projected, and a plan is formulatod to relain the
required capital. The bank is tlell capitalized and able to maintain the required capital through intemal generation, and equally through capital
markets if needed.

10,805

230,'t24

Current Period
27A9%
28.85%

co I qo aif dfiSir, gla-6d
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Salapa Development Bank Limited
Diktel, Khotang

l{otss to Financirl Statements
For rhe Year ended 31sl ashad 2078

5.2.3

a)

RLl Erodurr
Tabl€ of Risk E$oslE at lho rclortins datas is as ioll(ffi:

A- Balancs Shaoi Erposuros

aabncs Wilh Nooal Raslra Bank
Gold
lnvsslment in Napal6sa Govemm€nt Socuntres
AllclaimE on Governmonl oi N€pal
lnveslmgni an Nepal Rastra Banl secuilies
Allclain6 on N6oal Raslra Bank
Claims on Forcign Gov€mm€nl and Central Bank (ECA Gl)
Claims on Forcisn Golomm6nl and Central Bank (ECA _2)

Claims on Forcign Gdommoniand CentralBank (ECA _3)

Claims on Forcign Gov6mm6nl and C€ntral Bank (ECA-4-6)

Cl6irns on Forsign Govsmm€nl and Cent al Bank (ECA '7)
Claihs On BlS. lMF, EC8, EC and MOB'S r€cognized by tn€

Claims on Olher Multrlaloral O€volopme A€nfs
Claims on Oomos0c Plblic S€ctor Eniilies
Claims on Public S€ctor Entity (ECA 0-1 )

Claims on Public S€clor Entity (ECA 2)
Claims on Public Soclor Entity (ECA 16)
Claams on Public S€ctor Entity (ECA 7)
Claims on domostic banks thal m€€t caPilal adequacy

Claams on domsstic banks th6l do oot meet capital adequacy

Claims on lorsign bank (ECA Rating G1)
Claims on lorsign bank (ECA Raling 2)
craams on forshn banl (EcA Rating 3-6)
claims on torchn bank (ECA Ratins 7)
Claims on foGign bank incoPoEted in SAARC region
op€rating wilh a bufrGl of 1 % above their Especlive egulalory

Claims on Oomsstic Corporates
Claims on Forsign Corporates (ECA 0-1 )
Claims on Forsiqn CoaoEtos (ECA2)
Claims on Forsign CoDorat€s (ECA3{)
Claims on Forsign CoDorates (ECA 7)
R€qulatory Rstall Pordolio (Nol Overdue)
Claams turrilling sll cnl€rion of rcgularity retail a(cepi gEnubnly

100,898.03

404,193.20

Claims !€cu.€d by r63idsnlial propsni€s

Claims not tully socurod by r€sid6nttal p.op€rtes
Claims s€c1irsd by rBsidental propedies (Ov€du€)
Claims s6dx€d by CommoGal 6al 6st ie
Pasl dus claims (6xc6pt ior claims s€ctn€d by Bidenlial

High Risk claams
Londing Againsr S€cuit6 (Bonds a Sharcs)
lnv63unonts in €quity and othor capilal instumenls of
aoslinJljons listad in slod( exchange
lnv6strn6nts in equaly and other capital instumsllts of
insliiulons nol li3!6d in lh€ sloc* exchange
Stalt loan Bocur€d by resid6niial pEpetty
lntsrcsl Roc6ivabl€'/claim on sovBmments€cltiti€s
Cash in lnmit rnd otier cash ilems in the process ol colleclion

68.EE1.66

73.016.32

0.58

Eligible CRM

52,113.50

344.408.29

13,l,530.71

4n4,193.20

4a,677 55

41,221.37

1@%
2g%
5oc6
100%
1fl%
75vo

1m%

60%
'r50%

10%
too%

150%

150%
100%

,00%

r50%

50%
0%

20%

't@%

1Daa/.

200/r

20%
s0%
'too%
150%

0%
0%
0%
0%
0%
o%
o%
o%
20tc
50%
100%
't50%

o%

1@%
r00%
20%
50%
100%
150%

52,113.50

344,40A 29

134.530 71

404.193.20

44.677 55

41.221 37
6881 ,02s,114.52 't ,025,114.62

so sil arffo ufrtca | <t
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Salapa Oevelopment Bank Limited
Diktel. Kholang

l,lotes to Financi.l Statoments
For the Year ended 31sl Ashad 2078

5.2.X

Tebl€ of Rbr Erpo6txl' al irE rEDorlinq dabs is as follows:

A. B.lan.e She6t ErpoBuEs

150.00

A.Ol'&l c. Sh.Gt Eroo.ul!
Rsvo€bls Co.nmiin€nts
tlills Unde. Coll€cion
Forrard Eichange Conlracl Liabililio6
LC CommitmnE Witl Odgiml Maludly Upto 6 months
(bn€stic counl€rpart
Fo.€ion coonleDady (ECA Raiing O I )
For€hn @Unbaalty lEcA Ratng 2 )
For.isn qInblpary GCA R6ting 3-6)
Fol€isn c.un!6Delty (ECA Rating 7)
LC CommitnonE Wlh Oiginal Maludty Ov€r 6 monlhs
dom€€lic countelpsiy
Foraign coontarpady (EcA Rsring Gl )
Foreisn couniBrpalty (ECA Rating 2)
For€ien qlni.Oary GCA Rating 3-6)
For€isn count€rFny (ECA Rating 7)
Bid Eond, P6rb.manc6 Bond and Counl€r gualEnleo dom€'lic

Forclgn counbrp8lty GCA Rating Gl )
For€isn couniolperty (Eca Rating 2)
For€irn c.unlElpery GCA R6ling 3-6)
FolEisn countarparly (EcA RrtrE 7)
Und€.wrning commiln€nB
Londing ol Bank'3 S€qriliie€ or Po6ting of S€c1lrilios as

RsDurcha$ Aqr€€m€nE, Ass€ls sal6 with ro.ouBe
A(|vance P.ynlont Gu66niee

Accs@flc6 arld Erdors€Il|o tb
Unpaid portoo of P6rty psiJ sha.E and S€(rlrtes
l@vocabl'e C,€dil.ommitn6r$ (siorl ls.m)
lr€vocabb Crcdil commitnents (bno t6rm)
Clr{m8 on lor€ign bank tEorporabd in SMRC region
op€raling with s bufior of 1% €bov3 fi€lr rc3p€div€ ragulatory

Odr€. ConlingE rl li.lilid€s

:

79T01

Eligible CRM

300.00

8.508 97 I 508 97

300.00

20%

0%
0%
10%

20%

20%
50%
r0%
,50%
5096

20%
50%
100%
150%

50%

20%
50%
100%
150%
50%
100%

100%
100%
't00%

100%
100%
20%
50%

r00%
2@%

8,E08.97lAL (B) 8,808.97
al RlryE rorcrcdll Ri6k BoroG adiBlmool la)+la) 't,033,953_59 1,033,953,59 69r

6901,033,953.59 r,033,953.59

cr I qo sf ertifo qti6d
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Notes to Financial Statements
For the Year ended 31st Ashad 2078

b) Operational Risk

Particulars
Net Interest ncome
Commission and Discount lnmme
Other Operating lncome
Exchange Fluctuation lncome
Addition/Deduction in lnterest Sus se duri the od
Gross income a
Alfa
Fixed of Gross lncome arb
Ca uirement for o rational risk avera ofc
Risk Wei recr rocal of ca uirement of 10% in times

uivalent Risk ht Exposure dre
Pillar ll Adjustments
lf Gross lncome for the last three rstsn a8

Total Credit and lnvestment (net of Specific Provision) of related month

Ca ital Re uirement for erational Risk 5% of net credit and investment

Risk Wei rocal of ca uirement of l0% in times
uivalent Risk ht Ex osure
uivalent Risk ht Ex ure

c) Market Risk

Curren

a Total Position
b Fixed Percenta
c Ca ital Cha e for Markel Risk

Risk ht rect lof

Salapa Development Bank Limited
Diktel, Khotang

=a'b
ital re uirement of l0% in times

in'000
Fiscal Year

2076-77
33,129
5,778
3,343

4,096
46 345

15%
6 952
5 416

10
54 157

10

54,157

Relevanl Position

50/o

10

INR
USD
GBP
EUR
THB
CHF

e

2075-762074.7 5

23,565
4,202
69.00

1 .404

26,5U
5,699

24

28,258 33,71'l
15% 15%

4,239 5,057

Open Position
(FCY) Exchange Rate Open Position (NRs.)

ExE uiyalent Risk Wei ure =cxd

qo elf ofl{o qtt6d I qf
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Salapa Development Bank Limited
Diktel, Khotang

d) Non Performing Assets (Gross and Net)

Non Perform Assets Net Amount
Restructured and Rescheduled
SuFStandard
Doubtful
Bad

2,'t44,046
'13,885,719

6,122,737

Total

5.2.4 Compliance with Capital Requirement

lnline with NRB Directive 1/077, the following is the status of compliance with capital requirements at Ashad end 2078

la rs Position
Tier I I to RWE 27.49%

and Tier

5.2.5 Compliance with external requirement

Paid Up Capital
The structure of the share capital of the Bank is as follows:

Authorized capital of NPR 800,000,000 represented by 8,000,000 Ordinary Shares of NPR 100 each; and

lssued capital as of Statement of Financial Position date is NPR 500,000,000 represented by 5,000,000 Ordinary Shares of NPR
'100 each.

Paid up capital as of Statement of Financial Position date is NPR 28,000,000 represented by 280,000 Ordinary Shares of NPR
100 each Segment Analysis

Share Application Money amounting Rs. 200,255,850/- has been received upto the reporting date for the increment of share
capilal.
Regulatory Minimum Paid Up Capltal Requirement

The Development Bank was required by the Monetary Policy 2015/16 to altain a stipulated minimum paid up capital of NPR 500
million by mid-July 2020. As on the reporling date, the bank's paid up capital stood at Rs.28.00 million against the requirement
of Rs. 500 million.

Gross Amount
lmpairment
Allowance

2,450,3U
18,798,534
'12,690,800

14,737,830

306.298
4,512,414
6,568,062

16,780,805
28,567,980 ,|48,677,548

Requirement
6.0%

)ital to RWE 10.0%

cx I qo sit drl$6 qt?i6d
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Salapa Development Bank Limited
Diktel, Khotang

Notes to Financial Statements
For the Year ended 3lst Ashad 2078

l. Key Management Perconnel (K P)
The key management personnel are those persons having authority and responsibility of planning, directing and controlling the

Name of the ent Personnel Post
Tanka Rai BOD Chairman
Sharan Kumar Rai Director
Harindra Prasad Rai Director
Lab Kumar Rai Director
Chandra Bahadur Khadka Director
lshworman Rai Chief Executive Officer

Padiculars Currena Year Previous Year
Meeting Fees
Other Expenses

105,000.00 132,040.00

Total 105 000.00 't32 040.00

The details relating to compensation paid to key managemenl personnel other than directors were as follows
Particulars Amount in NPR.
Short term employee benefits (including Bonus and Paid Leave)
Vehicle Facility
*Other Benefils
Other long-term benefits
*Post-EmDlovment

1,838,'112

'Other benefits and payments includes Finance cost calculated towards subsidized loans and advances provided to staffs.

"Post employment benefit includes Provident Fund, Gratuity and Leave provision created, the bifurcation ol which is not
quantifiable separately to KMPs.

5.8 Additional Disclosure ot Non-consolidated entities
Since, the bank does not have any subsidiaries, there are no such non-consolidated

5,9 Proposed Distributions (Dividends and Bonus Shares)
No dividend or bonus shares have been proposed for distribution

<c lco olt dI{6 qfrtCd

Salapa Bikas Bank Limited

5.6 Related party disclosures

The related parties of the Oevelopment Bankwhich meets the definition of related parties as delined in 'NAS 24 Related Parties
Disclosure" are as follows:

5.6.1 Compansation to Key Management Pe6onnel

The members of Board of Directors are entitled for meeting allowances. Salary and allowances are provided to Chief Executive
Officer and other member of Key Management Personnel (KMP). Salary and Allowances paid to the Chief Executive Officer is
based on the contract entered by the Development Bankwith him whereas compensation paid to other member of KMP are
govemed by Employees Byelaws and decisions made by management time to time in this regard. ln addition to salaries and
allowances, non- cash benefits like vehicle facility, subsidized rate employ€es loan, termination benefits are also provided to KMP.

The details relating to compensation paid to key management personnel (directors only) were as follows:

5,7 Merger and acquisltion
During the year the Bank has not merged with other bank and linancial institutions.
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* Salapa Bikas Bank Limited

Operatlng Profit Bofore Tax
Add:

Oepreciation as per Books
Provision for Gratuity
Provision For Leave Encahment
Repair & Maintenance (Unabsorbed)
Provision for Possible Losses
Fine and Penalty
Others Disallowed Expenses
Lease Equalisation Payable

Leaa:
Dividend lncome
(Gain) / Loss on Sale of Assets
Depreciation as per lncome Tax Act
Share lssue Expssne recognised in Equity

Taxable lncom€
Less: Net Loss Carried Forwarded from Previous Year
J{et Taxable lncomo

Provision for lncome Tax @ 30 % on Taxable lncome
Add: Computation of lnterest & P€nalties

Penally for non-filing of Estimated Returns on Time u/s 1'17

Penalty for non-filing of Returns on Time u/s 117
For delay in Payment ofAdvance tax u/s 118
For in of Tax First to till

Salapa Development Bank Limited
Diktel, Khotang

Notes not forming part ofthe Financial Statements
lncome Tax Calculation F.Y.2077n8

u/s 119

Amount
2,724,490

3,408,593
282,617

2,215,454
62,795

406,242
453,172
497,350

(s,311,683)

4,743,033

(613,295)

+
+

(+
+

Total Provision for Tax and Pena

sq I qo fr dr,S6 c6i6d
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