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s ‘ Z ; . & 6 SAMEEP BHAWAN
a Baneshwor - 10, Kathmandu
W ’ Phone No 4460357
E-mail skarkinco@gmail com

Chartered Accountants

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF SHANGRI-LA DEVELOPMENT BANK LIMITED

Opinion

We have audited the accompanying financial statements of Shangri-la Development Bank Ltd,
which comprise statement of financial position as at Ashad 31, 2077 (July 15, 2020) and statement of
profit or loss, statement of comprehensive income, statement of changes in equity and statement of
cash flows for the year then ended and a summary of significant accounting policies and notes to the
financial statements.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the development bank as at Ashad 31, 2077, its financial performance and its cash flows
for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
audit of the Financial Statements section of our report. We are independent of the development bank
and we have fulfflled our other ethical responsibilities in accordance with the ICAN’s Handbook of
the Code of Ethics for Professional Accountants. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion,

Key Audit Matters

Key audit matters are matters based on our judgment, are of most significance in the audit of
the financial statements of the current period, which were addressed in the context of the audit
of the financial statements as a whole, and in forming our opinion thereon. We do not provide
separate opinion on these matters,

The results of our audit procedures, including the procedures performed to address the matters
below, provides the basis for our audit opinion on the accompanying financial statements.

Following are the Key audit matters:

SNo, | Key Audit Matters  How / the matters were addressed in our audit

1 Covid 19 Impact

Ref, Note na. 8.21 and accounting policies to.the financial statements.
> '

Long period of lock down due to Covid | We applied following procedures in respect of Covid
19 has impacted opérational revenue as | 19 impact verification:

well as profitability of the Development

Bark. Further, the circulars issued by | » Verification of interest discount provided to the
NRB for granting interest discount, borrowers who has paid interest before specified
rebate en interest rate as well as date on sampling basis. =~

relaxation on repayment of loan to |

Covid impacted borrowers has also | » Verification of rebate of interest in the IT system
significantly impacted financial | on sampling basis.

performance of the development Bank, |
accardingly we considered this as key |~ Verification

an loss provision

R
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audit matter. required as per NRB circulars for those
borrowers who were categorized as pass loan on
Poush end 2076 and categorized differently at the
end of financial year due to overdue of interest
and installment of loan.

N

Loap Loss Provision
| Ref. Note no. 4.7 and accounting policies to the financial statements.

The Bank's advances to the customers | We applied following procedures in respect of loan
represent 69.71 % of its total assets.at | logs provision verification:

the end of period under review and are
stated at Rs. 22.93 billion which isnétof | » Review of borrower's files, which includes

provision of Rs. 525.60million. The evaluation of borrowers’ repayment behavior,
provision  against advances was assessment of financial strength based on the
identified as a key audit matter as it available financial statements, adequacy of
involves & considerable degree of security / collateral, obtainment of required legal
management judgment and compliance documents, CIC reports, and compliance with
with Directives and Circulars issued by prudential regulations.

Nepal Rastra Bark.
' » » Business sites visit of the borrowers on sampling
basis.

# Review of IT system to provide loan loss
provision based on overdue payments.

“J‘

On sampling basis, verification of accuracy of
provision against non-performing loan calculated
by the IT system and manual calculation on
sampling basis.

» Evaluation of appropriateness of subjective
judgement made by the management for
performing loans’ borrowers.

| # Review of Board’s evaluation and decisions on
lpans.

Other Information

Management is responsible for other information. The other information comprises the information
included in the Annual Report and Report of Board of Directors, but not included in the financial
, statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover other information and we do not express any
form of assurance conclusion thereon,

Responsibilities of the Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financigl.stategnents in
accordance with Nepal Financial Reporting Standards (NFRSs) and for such i & ol
management determines is necessary to enable the preparation of financial statgg¥
from material misstatement, whether due to fraud or error. X

el
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In preparing the financial statements, management is responsible for assessing the development
bank's ability to continue as a going concern, disclosing as applicable matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the company or to cease operations or has no realistic alternative but to do so, those
changed with governance are responsible for overseeing the development bank's financial reporting
progcess.

Auditor’'s Responsibilities for the Audit of the Financial Statements

Our objectives are Lo obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error and to issue an auditor's report
that includes our opinion. Reasonable assurance is a certain level of assurance but is not a guarantee
that an audit conducted in accordance with NSAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if individually or
in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

® Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control.

s Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the development bank’s internal control.

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

¢ Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the development bank’s ability to continue as a
going concern. If we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the development bank to cease to continue as a going concern.

We communicated with those charged with governance regarding among other matters, the planned
scope and timing of the audit and significant audit findings including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements
On the basis of our examination, we further report that:

or,. which to the best of our

’2}".‘

S

1) We have obtained satisfactory information and explanations g;

knowledge and belief were necessary for the purpose of our/ge

L)
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2) The financial statements which include Statement of Financial Position as at Ashad 31, 2077, the
Statement of Profit or Loss, Statement of Cash Flows, Statement of Changes in Equity for the
year then ended, a summary of significant accounting policies and other explanatory
information are prepared as per the procedure and format prescribed by Nepal Rastra Bank and
in agreement with the books of accounts maintained by the Company and proper books of
account as required by the law have been kept.

3) The capital fund, risk bearing fund and the provision for possible impairment of assets of the
Bank are adequate as per the Directives issued by Nepal Rastra Bank.

4) The returns received from the branch offices of the Company, though the statements are
independently not audited, were adequate for the purpose of the audit.

5) We did not come across cases of accounting related fraud and the cases where the board of
directors or any director or any office bearer of the Company has acted contrary to the
provisions of law or caused loss or damage to the Company or committed any
misappropriation of the funds of Company.

6) To the best of our information and according to the explanations given to us, in the course of
our audit, we observed that the loans have been written off as specified; the business of the
Company was conducted satisfactorily, and the Company’s transactions were found to be
within the seope of its authority.

We have separately issued Preliminary Audit Report for the matters related to observation in control
systems that came to our notice during the statutory audit with responses received from Board of
Directors of Shangri-la Development Bank Limited.

“U ShyamK
Proprietor
ShyamKarki& Co.
Date: 2077.11.16
Old Baneshwor, Kathmandu
UDIN No.: 210228CA00124vIC90
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% TqAT FISD! NG A, 000 A1 HIH fRIG Rl THaN Ua™ T R
el faaxuT (Statement of Financial Position),

B AT FED! AMMAFH a9 00¢/0y B NI TS FASHRT IS T ATHT AreaE e
den g fogd omadl  fdaRur(Statement of Profit or Loss and Statement of Other
Comprehensive Income),

db T TEd! 3P ¥ 008/99 B TG YATEH STHDHRI UG T4 & ydrs faavor
(Statement of Cash Flows),

96 Tl HHED! AMAdH Y 008/ HT SIGIF WD GRITAD! SHGRI USH T
ST Wudl uRaa Tl fdavor (Statement of Changes in Equity), Te

96 dul WEd ki R TR | s RTSl ugE o difdswe I R
fAqRORTT w3 e STMeREs FHicvel dul Jl feuries |

PRITHD T UFGABIOT T
% TAT FED] fRig IR SaErsyd w9y den SRS -uTe! wuarl URgd TRYET

B |

STFHM, ERO &A1 fdddd! TN (Use of Estimates, Assumptions and Judgments)
NFRS &1 UTaemd JHIfoM ol i iR faxiig ufaed 99sar NFRS & fAfdse TR s\
JUYh STgAM (Estimate), RO (Assumption), T Wfdd®d (Judgement) TR IAER
TAEYD] TB | 96 FRAUAG I AGAM, TRV AT WATHD FHAGHS TRIaoH
TR 3MaTIDH WUD! JGLIFT NFRS & FRed TR JFAR ARG T IRBI © |
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IRATES JITgT TR W= BReb U Fae8 X Bige POl IW A~dee Fg@yel g
g 9aEBd | 50 Uedl IRPI oWl Ades I A Aees UM R e fewoi
Sl RYHT B |

dhe A= g ¥ gRUTEw DS WUHl b IR e Ol B | gRM I UEgwdl
gRHATSR! IRV wRed UREc g1 Sgaews 1 fafem ufafafed g7, S sraftm die
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Y9 fAR=ORAT (Going Concern)
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SErge Ao aRad=
fdepra 96 ufgd uew 39 SMNIE Q00§ <Ry AU R ufdde== ™ (NFRS) g9I1M™
fi fAeRoT TR IR®T &1 | §%e SMHAl 99T ¥ @ AU foig gfideTa
(NFRS) 3R UflRe™ TR B I |l JFAR Ufea g1 GHRl do sRfcdols afgars
RGP B | ufgem TRYP! TRy qen aRicad] SwErge Ture faxi gfdde=ar (NFRS)
TR TR TIRT®! & |

A qup] Sl AifoE g aRacd IRYDT B |

gRiags =won

e dPo R AR @R a1 @I JU®  S@EE 9 (Accounting
Standards Board (ASB) @@ 93 WX 2093 # WRI 9@ A gfddg==™ (Nepal
Financial ReportingStandrard—NFRS)«'51§t‘{-}|'<}7l'\r TRP B | NFRS® IRIeT SEHE
IS (IASB) ¥ SNl TR&! IRy faxia ufdde=a (IFRS) o5 | fRamear e
T | ggf \’:H'Ié_cFil'Fi_(:SNFRS(’:K?’ﬁWI'\I TE] Bl SooRdd fdbeusw (Carve out) I
JYATST Wil Seod NP B | MsdMe dredl Crave Out I JIEHT SJATHID]
Refd o9 9&R @ © |

?.@.QWWWW(NASM: Interim Financial Reporting)
NAS 34 &1 Para 2 1 UI9eT™ SHINGH G JAED <IRA i fdaxves g
Tl A afe ufed! snad iy RARUEEss Aaeadhdl AR RS
T YRR T U SERIHAT Bl I Wl T JHAASIND HYP! 3faAeT gal
JBfoqd FIRAT TG T Al AR NP B | 6o Ugd aved R
fIaRv TUR IS SIRRP dHfoud aRATH! THET RP! T |

RUR.NAS 39 :faxfa SudRvT (ufeam, Sargd e AA (PO AeEHT aen
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NAS 39 PI Para 63 ®I AT FHINH & Tl fOT WREwe Holl A
AT (Loan Loss Provisioning) ®I—IH &1 “Incurred Loss Model” 3T9-TUR TIﬁCFSI
UIaE AFAR T (b AL §&1 dbiodd AT JqGH I b el
NPT B | A AFERE FqR JFER THe AUe I THPl Yhigd  HawHa!
e . /ol THIRT SMUBT FHoll ANFA™! =T a1 NAS 39 BT Para 63 FHIH
YD Holl AGEH AR &Y G 961 578 Aoy Hol AGdrE] Faee IR

B THU YIger el B |

2.03. NAS 39 (faxira Su®HRvT, ufea™ e AU (FHRISG &Toiay) (Effective Interest
Rate T+=)
NAS 39 & Para 9 ®1 el FHIH d& TAT ORI IRABHS Holl STHEIE g
TSl TR Sth S &1 IS Hal Yob X BARFers GRS IR 9 1S
FHARING &9l &% (Effective Interest Rate) AT 4 UF FaRl IEHET | T
IABING §al dpbioqd FaReAl g+ - Afbel FaRAT IRHT B |
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FEORIGE HIR WTegd A9 RS B ¥ HIR Wegd] TRIHols 3 fawgd
HFETET A9 TR |

. faxig TR

forig S9Md, X Boil Ufdegdl sRedT O SRIca®s <8 SHITH deiTehRoT
TI'ﬁQ_cﬁEG:

AHI-AIFAD! AIHEIE Bk Regdl A9 IR iy <l

RS SN fogue ki IRESs ATH-A—®l ARIFde. HaR W1l
A9 IR | IRAD! ST GRS T8 T Gaers ATh-ATadTTH
A TIRYDI B | ATH-ATFHD] ARIHGIE HIR WA 7194 TR faxia gl
q8h Bl SIRGAD] JUTAaIE HIR WA g1 IRboly 3 f[a&gd smarm
A9 IR |

IReNfET srE A9 RTe ki sl -

AG-ANFIAG] ARTAGIE BIR WA Afd facig s a@ddr faxiy
TREBE UMIHR! TSEId! (EIR) BT YR YR R gReNf&d Jegam A=
RS |

¥4
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T HOA
9. URRS w19
AMHT-AFAD] ARTAGIE HIR Regdl A199 TRUBT dedd! Rl |qwafy
RS GOP BHIR WGAT Y& HoW BRER IHF  Giel  HYA
MR | ATH-AGES] ARFEE. B WIgAT AE IRE fRig sy <
ST T WUPH! HRER SEAols A%/ fJavemr Jmo= Ry

v |

2. ufodr AYA

RS AT gear faxig =iy I Siiaern | & aie] fHee HaR Sregd
RN JogdT A9 TRYDT B | URSHAT GRLNET ST d199 TRYST fa<ia
TR 91 IRESTs &9 Ihq THaaR] el g3a] [t g1 IR A9 IRy
B | BHIR WA AMUd R FHRies UR™SGT AT0E g9ar HaR RITegHT
AU RSB B | AHB-AGAFD] ATIHEIC HIR RITegHT J1949 TTRYDT =i
HHRIP! HIR WCGHT JATD] PRy ATB-AGATH SEGT TRT 41 3>
g M= ATFEe IR WegHl AE IRTe ki awafer B
TeGH] YD BRbaTs I A AreFH dEgd MRH |

yfeaEeIe §eIs (De-recognition)

‘%

friw w=ufier ufteardrce se=a

T g R F=REe T9e yagd! Jgafd AfeR T9< 576 91 9 960 BRITRAT Sgafad
TS A8 9T T JAfABR SR T8 S9H1 i awRie 99 i I gfiwe swamaRor
T 3l Ry WA 9 T Ufihe SRRV T8 7 d SIgd gRI=<RY 6 ¥ R qwaie
=T IReT Iadel ki Wvere farig xRy uftasee §ess |

g sREerE uRarec seEA

TR¥E®! R=ER Qo HUAT JIBAT® A1, R HUAT 91 e 99 9T R siRcswars
gfFaFee g | Wl [JemE fRig s ta #vueree o QA= wcise, @1 fdemm
TIRIE®T Aoew UaTw |eEE TRYS] 78 ¥ 91 SIRfde FIeMIE TR, &%l |qede a1
e HUD! WUSHI H& SIRdD] AYSWEHT ¥ Tl SIEd odedd TRB | Jo =i
TS fHdEl Joa I Yo TIRTST URihadad! M=iar ArhT a1 Aed el [JaRo 1 Saiad
RS |

389 BTN Wegd FAuRo
HIR WCYAT ISP a1 URgd TRYHI FRRIT ¥ SIRde® WedqUl §gcswdl
JMIRAT T TEAT Fidd TRIDI B | ATBAdH! AedYU] $Ycewdl NuIfcs g
HUH! gRTTHD] MYRAT FRA ¥ SRew0ls HIR WY YaTg=hd (Fair Value
Hierarchy) AT WIFRY T4 |ibs | R dwers Rty safe! s 3=
IR I 3YCERH IcaE-Id GRTTH WTHAT, BAR WD YGTJHAD] KRR qIdD!
RMRRUGE ARG (Ual B | B3R Wy 191 9eIg=hA iR MeiRer Ikuat

v :
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WIR WY AGF A g g9 9 Udfadl FHRI a1 SRad S aEpa goRe
AT g (Unadjusted quoted) oigwe Maod! 56 |

AU 910 Fhd TIRAT FAM YRR (Similar) STHRUTHT BN GRIGD Jodse
a1 fAfSsha ISIRAT T Ui (Identical or Similar) SUBRTDT ST Flrad Jeage
R ol faxig SuaRvER Jedidd &l | A5@yUl $Yce® Jfaeidd AN 7O |

TRl HRIAT USTT §YS, TS SUBRID! HAGTH Hedqol U41d UM |,
JABIHT AT IR BT SMETRT gad |

UG WU i A6 Udh ITBIUDH] BHIR RTeg AT SUHRID] AHI TolRHAT
FRIGHd Id! TR TR 91949 T8 | SoiRSly 96 79 A5 o4 gRGd qouse
| ¥ afia w1 SUG™ g8 ¥ Arm’s Length Price AT 3ETRT MR aR<fdd®
X Fafid = 99RE g Saqer uta e | Al g R aeder a1t
IR AR B9 W, ki Seme qouies 9l o T SR Wrey RImuA
eS| T YAt SMeR, 3296 Ucies SUoel B 9 dbd] &R Arm's
Length Price AT U®] e, 3T AN SUBUEED] AN HaR WY I fSwhe<
RS e Jarsd! fAeSuvEe 999 R §6 |

PHoll HUSH! G (Impairment of Loans and Advances)

T% yfaded i e doo awaimT Fiea™ 99@! 91 T9Ud! A Fad B &
B W e T | iAsE e i wrerdl AuiRer Tet AR TR e e
TG YATEH! ITHH I FHID B T AAIF §8 | IKT IJAES R IRHEE
Uit gROMHT SMETRT B9 I WU YAHewdT HidwH uRads WUl aRdfds
R B g1 U Haesd |

D! ARKIT J-Iid JAMD FHURFT SR §6 G AGaHIDl SN AR
UH Y- IR X HA=Dl TE Yaeern dad gDl e AFAH
IR T | TG Yaed! JFAA &l Favquae Folid! faxia araven 3 B!
feee o< gT9d T8 e JAERAT 0 68 | e e §Ril a9
HF T FE FHAD] SMYRAT BT TRB | SRR IVHRT X 18 gargd!
IFAFGTE U IR AS | TaaUIoRD] AP ATRhITd Jodihadl 371 ]
HHGRIG] Iegg A B P B+, 4fIged! Te Yaes! aadrm Jedd] AFA X Id
BT AR 0T for] Udd ARPAIC WG g AGdH®! Jod 0D 34
g |

e d6s TearIdl AR JeidTdl S B 9 IRIS Yo BEW<I ANABI I
TS I §Hdl AaReT FHIRSH Non Performing AT 8@ G801 $Holiged FHIIE
NPT B | TH oW &P Holld] b oD JAFAT 18 YdTeaie UT<
@(GoingConcern)?@FﬁEﬁﬁaﬁWWﬁﬁﬁ?ﬂ:ﬁgﬁ (Gone Concern) |1 fawTo=
R | o™ Joo A I IfERAMT WRERNI AT gwY FONDH! JFAHG T
AR FIRATD Y 1dh TGO |

¥\9
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ST PEeTeTST STETe

g 37 arftrer ufaags 2095 /909

(ATT T ShaE @ AR SIS AT AT

RHITT WUAT Holl ATl el (Individual Impairment) TFIRUGT HollgwdTs
AHRE Holl A elihd TRIDI B |

AHR® el Aidod &l e §he FeT Afde FREAT (Probability of
deault), g7: RIMUADI FHI I AGAH IGAD! VfAgIie UG, Loss Given Default
Jfedl dqeiPT fIue, dede, SIRIHA BResw, Bad el STaRaT T
AT el ERe IR | Swhee &R, AewM &R Xyl gA: wifdet
uferd wHa Fafd @ aRafds aRUMERNT o1 RS ¥ Sugth WY THUs]

g TRes|

ICAN & SRl RSP ddhfcdd qeed] Fal JFJAR dhe Holl dM AucH g1
B AR AT RGBT B X Poll AT FdRITDT I JUS I Jha dldd]
HIUGUS 3 NAS 3R Bl IJews §3 qAIoM FERY TRTPI I8 780 G 961 B Aors
d@rgs IRTH B | NFRS/NRB THIFSTHT =rqeel FFegaRr WRgd TIRUST © |

NFRS s9If5¥ &gaRen JIgER

fqaxor 34, 008/0 3. 004/0g 374, 008/Y
The B AR (Individual Impairment) 9R,08% q8z. 49 90,53%,¥59.%% 95,R4R,%30.R
ﬂT’ﬁ%@ BT TR (Portfolio Impairment) 9%, 35%,3%9.9% 39,%3%,45R.%9 RR,950 308,33

NFRS SHIfS <Ja<el

QY ¥&3,¥¥Y. 90

¥R,¥%8,010. %0

¥3,033,335.0¥

NRB sHIfSH &JaRell (U6 T ddhadl fqee 7. 000 @1 9 (31) T 009 HT R (9) IFAR

fqaRoT 3. 005/66 A, 004/ JMd. 008/0Y
IS 92,3, 9% 388, ¥\ 952,043,334 .53 99%,%33,239.00
GeH R 9% ,249,553.45 20,083955.55 9 9%% 94 R.00
YRR X QAT o5 b ahRoT - ¥%¥9030.%% -
PATD 3%, H5,543.%¥ 3R,300 ¥%9.§% 93,339%%%.00
HEZRS ¥ 230, ¥4 R, 99 33,903 55%.95 Y33 492,00
TR ¥9,3%3,089.4% 3R,533,¥%3.:% ?,539,35§.00
NRB 9IRS =gl Y34,000,¥98.45 95,300 Y& 1 ¥ ¥R %49%R0.00
NRB RIS deI sua=eq ¥R 13K RN.55 W,531,95%.9% 05 %59.2%

UG TG, ShD! G A 009 BN 9 () T 009 DI R (9) FEITH Bl AGAF AT TG
T RLY MUY, ¥%. 03 e TR B |

3.8.31%35}@3\[ DI SUS R STNPT A (Impairment of Financial Investments

¥T

— Available-for-Sale)

59 e oI Sued sfAadl Hl ue w1 TR STHGT HAR RITGH
fRTEC ST a1 I BAMIB BHIR WGOFH Jod Hal J6 Phad a9 e dhe
I S Suse sl BTG A FawR K |

(foqa fde=or Are ¢ 1 fRSyal ®)
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388 AURS TRl (Trading Assets)
e dpa fec wfliwm 9 I T 9 o ™ SEe WRE IR
FUREGOR 39 AVGAT SERTD! B | 37 ARG TUREed IR ga= faxiy
THRIES (Non-derivative financial assets), GRGRI ZROUS, UG T JP ORI
sfaady anfe amuRe yaoH®! I IRITH © |

Rer wwufl qean sRITGT SUBRYT

Rer wwfi don HOTGY SUGRUES TH d¥ a1 A Hal 9¢] IRV R AEdels dal
ga TP S 1 HLRATh! YIS BRIAT TATH! S T SETSH SIS S qUBT
FHRT g | §6 NAS 16 — “Property, Plant & Equipment”®! eIl 3TJAR AT ReR

R X PHATGI IUSRUEHD! YA, J09 Tl SEgH T Rbl B |

Jhd Rer THRI T BRITGT IUIPRVEED! IRAT U SHGRI &l +. 893 A1 Iga
IRTD B

Jrers Rer FwR] dol FRITGT UGG STANEE =T el ofd &M g
THEAT P dA W ReR TR T SITGT SUBRUB! BRI A9 T4 Afbyad!
JARATAT ATF I ReR FHRY TN HATGA SIHRUTR! Ufar 1= TR©  ReR =y
AT BRITGY IUHRUIGIE BN A1Sa (Cost Model) H BTG TAT YIJd T dbep] Sl
I WP B | T Model AR ReR F=Ry T dRITed SuHRSS Al feiis
BREIE Aiad RIdce! a1 |iad affiaxuel Ao ¥e® I&gd T RS |

ReR |=IRT T SITed SUSRYT 91 TRYAT i@ AT B YAFEe A @ H4 uf
e oM fod Tafea aw Mded 9o, |l §HRd fGae e A T
TRB | I e IRET M1 g1 BiRal @ "oy A%l AR baEn IR
RS |

Joe ReR TR 0 HRITGI SUPRY STANH! I ITGE HUUTs AT g1 FHaasa]
AT FRIGCE! T TRBT B | AT IooW@ WU 9%, Jhe ReR TRl qn
PRITGT SUBRVGTS QD] JAFATT TANT fafSh] ATERAT FHER BIDHC! YUTe! (Straight
Line Method) IR BRIGce! M RP Bl d&HadT A= ugfae Rer wwufy den
FHATGT IYBIUDI AT AN 3@y =1 T/ © |

grafrel gt IFHIFT ST A
RSCINIRS 1G] Y
HHRR 9
PRI 4
PRITGT SIHIT 9
Bolales THIfRT 90

R
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3¢

3R

dH® . Y000l T HIG U1 ReR FHRT Jaidd! AMMesw WRa &1 IR SUSII
A AMAES Joligd TR ARD A6l 99 99 ol A Guel B | IW aEHeed!
ge gha dared faume Tar IR uReEl wuH I RO B

Gﬂ'ﬂﬁﬂﬂﬁmm(lntangibleAssets)

@RE IRTDI FFYeR FHEIIR TWRE BEAD! IAERAT YSIHRoT TRB | AHCIIRS]
e T g TR Tdewe HfasHl e wUAT HRRIals Wisal Jas H
AR JAMIRAT IR GIewOE T Yol TR | RIS AHCIIRET AHId
GOEw Y qUD] SAAT FAGY UMD JMMEIRAT IR TRIDT B |

g DM S

NAS 39 ®I eI FHINH g Pl SAMIGTS equity method 1€ JaATg T T
UIae IZHMT Al T JIIEIRG §al dhfcdd qe] Ao T Al el TRl
B | TPl PRI &I cost method TE FHE FHH SO JoAIgd NP B |
TG BB A TN GG HEAH STE WD TGN TR |

M Se¥gdl RRR FHRI (Investment Properties)
B 2T BT ReR FwfRi 9y=id o¥E ar fafes ar gﬁ(ﬂ‘é’ NAS 16 — Property, Plant
& Equipment sHIRTH ufga™ IR NFRS 5 — Non-current Assets held for Sale and
Discountinued Operations 3= d fa=nid!l I JIRIUSBT SN Seeudl ReR AHRIGE
TASE | 816 d@HT IR G uH FHid dl B |

AMIHR (Income Tax)
WWWNASlZ—IncomeTaXﬁWWTﬁWEI3TI'2TctT\’
GO I D] PR, W IR 1 fIA avel g ou R SRE SgHT |OWd
A MRS |

%) IIQ AFDR (Current Tax)
TGH B FHURES I JMAEEs adl IfIesl qigedl §¥rs- did] dl aR
TREES I I WISUT SRIUHT IR IHHEw A9 UNGHT RS |
a3 audl BRP! HUAT YhHl Tgu- TR UfdeE WUdHl PR qRIEss,
Yod R BOlT I9 YHAT FAGY §64 | TG A-HR T4l AU SFBRI &l
= g89 AT TRJd IRYDI B |

E) WFF &N (Deferred Tax)
TRl dul aificeedl fada fJaRomr oM IRTST IHA T MEHR UAdT
fedTaes Mo IRYD! G g AIAGTE aTHISITHT RH R AR (a1 R
IR ARE) T U SEgT TR TIPS a9 I G (a1 SR gl
IRETTSTS ATHI A RETTHT R BR 31 (a1 W PR @) Dl dwrg
MR | WIH &R FHD] 90 TSGR &1 7 8.9y A1 YA RS B |
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FARIEH dAT FHI[Ad SIf¥asw (Provisions and Contigent liabilities)

oy FEIfaT TRICIEwa] Ul ol gaRelTets owrg+ NAS 37 — Provisions, Contigent
liabilities & Contingent Assets @1 UIGeTM AN T WHI B | G0l Ufaaud, &
SHMA aIaael GRU IHH e I dhal FERiE SR wIfdd | T
TEED | A SRS 99 SMGRT §&1 + 8¢ A1 TRgd TIRYDI § |

f e acaEedl URvTTEwY [Aa™ Sl aiam R g1 Sifiass B4 9
freqaig aRee = 9fdho 3 IR@ FH e S Side! I §6 T TH
AR YA BE(DHA TRYD] B |

IR BETEHA

AT W) R AR TRAfAfREwdl e SO~ g4 e orEed! JdE o,
It T FHERSG SfdaC] AeHTIeed] ANEHD] HRUG IS dacidl gy §0 |
ITRIGIs I9 B89 Ufea™ I odidd TR & ofde amMew o<l dvemr yarfza
IO X MM WRUGT A99 T4 Afb=8 | A A—HI Uil T B9 [a1g 3=l
At SWipd TRTDT B9 | faxig dvemel smeHMl el 3™, Podb X HiAdd,
BISEED! AFMI, IATIT M, AR BT e TAEY B R A SWEHID

EREE FHIGAR B |

F) A ATKEI
T TR oIl S, AThT Aaad! ArgAare Fairvalue AT AT9E TR
EHHT GREAVUFAT TRYD! S, A& qA TG FAM, UG T SHAT DT
T Aoa, §6 do1 ki WA ol TR, FHARIGR Y& TRDI HolMl
U TSl RbHE®w FHIS g6 |

FHoll S WS ATl AT NFRS & g¥hId TIRGHISH IRATOG il a1
ufga RS G g9EeR rel e e g1 Teo | Aear Qdwel TRYET
HOEHAT UG ATORTs IR e o1 S| d9eer RS | GReR)
Foo, ¢oNl o, I Arcad use AN RIS YHIeR] TSl 07T
fafder 7= g |

q) Yob aAl HATE ST
AT F1 (R SR 9= MU a1 WAl Yaie IRaad Yod aAqT e
MR UK 1 6 X JHSTS IMfoid D! wudl d1gal g |

M) B SR

JhGE MR FAFEE U g TS SMA A S I g eR wnfia
9ol FAfHET smmT dwrgT TR |

19



1R

Aifdretr Saictudiec db o1

Shangri-la Development Bank Ltd.

cerSiian PEmTeST ST

qg37F arftre ufaags 2005 /909

(AUT T ShaE @ ATRT SIS AT FEAT)

3.9

393

H)

§)

ge AUIRS A<

e ATRS S TAT SIRIEHT G ATSl, SR, T TOIR Head! IARASII
g1 IAMRE a1 @Yol I9 RNe sraugd TRB| deo faeel gger aRs
qer fo=hiaTe g1 SR a1 "oy 9Hd I8l Rive =i wRgd TR |

I GO A

TS AR, Yob AT HAYA AT Tl MUIRSG AR I S@IGYDT
P AT YHId! MM I9 Re =id a@sgdl © | f[aash a1 faima
SRHT UP! TCIH] BRUTG g WIsal a1 HIeT, Equity SRIRAT HUBI SIS g
FME eI, Rer wwfy don FATed SUSRU a1 Bl Seed HUdT ReR
RGB! FRAaTe g7 ol sfeery a9 RNe =i Uwgd TIRYSI © | IJ9
T o9 AR §]1 7. 838 A1 YA RSP B |

ol @9

Tehewdl F8U T, Hd ORI TRP! FKUITEE I Jho U TRG! Y AUSHT
Uiheh] TSTATS UTebeb] SATERAT (Accrual Accounting) BEIgH TR | I9 &l o9
SH®HRI §&T 5 830 A1 YA RSP B |

HIAR) TG

HHAR] GO PHARIS dhSly UG ING] @l qid TRYD TY0 Fools oaRs |
Al GUAT AABIGH TAT IS THADHT BHAR! Wde® 8hl B | HHAN GIdl
ufgad, AMO9 der é@@ﬂaﬁ B §HS NAS 19 — “Employee Benefits” @1 TG
TR Wl B |

$) SUSH TAT T5I BIN:

e d60 Jafgd SvEedl B FHARIEE®R SUaH I 959d ®IY g
&M NPT B |

gRUIT ANTE™ AN (Defined Contribution plan) Samaf®l & AreT 81, S
I b AN Ge RINGHAT Y<hIF TGB X A9 IHH o Fo BIgl a1
FETS SR gad | IR9IRNT InTe™ Aoe! SR SR ddee Ua
IRTD! THIHAT FHAR! GdPH! WH ufda™ 3 S@ided RSB [ARYINT &M Arsrr
(Defined Benefits Plan) IRYIT ANTEM AT dedBd Hal IBHI S ATST]
5l

B T Q004/90/0q € B FA T GRWING B I (Defined Benefits
Plan) ®Ts 9RacE TN gRWINT IRIEM A1 (Defined Contribution plan) &1
TR © |

SUSHD! FaRT AT 219 U 008 AFAR MRS B | §bos  AfA 064/90/09
9c @ &1 TN 8™ FHINHD! SUSH fa =azen RS B |
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ST PEeTeTST SnETe

(AUT T FhaE @ AR S AT AT

(@) 9y ¥ a1 A Y1 BH HIFH HHARIGS &P AfRAID! Toad] ¢33 Tlaeds
T SSA I

(@) 9y 9§ 9T ¥ 0 T FANH HFHARIGTS &b AR[ID] dHadl 940
girerd g S IHH

() R0 I ¥l &I HIFH HHARIGTS &XP AfRAID] THadl 96609 URedd! g
CISE G|

I9 AME quH o T T I3,4¥9,¥¥9 B IuSHD! TEADI ZH B |

JHPHI T FHARIG HHAR] Fodd HINEIC W UG T8 9 IRHAING AR
AT A=< 81, ST f[ddr 6 ¥ dHaRIo gd qa eiRd &R srgar A
FUAT IMHAI THIDH! 90 FRIRIA IHH ANEH T8+ | I9 MfAd aidr g o=
. 14,0%%,330 @ HHAR! F5Id DY TIAD| TH B |

e 95 HRRT TgU FHAOREed! BN UGN Jawll IRTD! B |

®) dfEa f{q
e Soo d@fa faar giar g9 F¥Fa a1 RffHes s9fom ge™ T
T | R e o R dfed Ruer v = ke fAar ufv Qo faaw
Ff3ead T wfdee | A g9 A 99 g 9 e 9« vt 9 wfdaa won
|l 351 9190 B IS D] JAWG AR TS bl TR-B | g7 aradet
IRI®dY TUHT 9 §hS Actuarial Valuation TR®Y B |

M) HHEAR 99
9 U, Q030 FHINH HHAR] SD] FIeql TRYDI B | FHANI 9D SR
IR AP P& DD 9o TG IHAD] FaRAT TRUD! B |

TSl (Lease)

doe ugl (Lease) &1 ufedr, #@UA qe BWrgT NAS 17 — Lease @1 Wag= SHITSH
T fa<iT st (Finance Lease) ¥ \3AT®GE UST (Operating Lease) 3Iid <80 | NAS
17 %1 Para 33 &1 UIGe™ FHINGH Ao USRI USIeAE WRD! S TIRA F¥g0]
Yehilols W AARH FHER WU Td 3EGH Tg U A B |

IJH TV §hS G5aTeH UgT (Operating Lease) ARATATs AG=H NP B |

faceh faffma aRER

faceh fafrg ggmn wud FREREE @ HRIGR 9ua! faer Rf g sxer smere
TS FUITHT IRTTH TR AT §T IS ATHT 91 ARG AThT A @I
TG IRB | IS WRgd g1 fa<sll g 9yt 'Ry dur siicers side
P! D! fAFHI AT Jured! wUAT gRac IR Al H g S ATBI A1 AR
AThT AT @A TRgd RS |
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IR ol g pIvEs

3969 ¥R Yol
JHHT [ AERY IWREE Fhl W8 I UG TF JaREo] HREAR S 8H1
B | dhPH WERY IWREAEHS d¥e FERT GHEIC TR S I8
AAPR §B | JHd! AR WR 8D 3T F1 THdd! TR D! B |

39§ TSI BINEH
fmm® SRS DY, ST FHRISH BN, FHEINS STRENIE ®IY, HHAR] Gefdl
den sifWafE dY amfa ude |

3.953 GEIRY SRIST $IY
d e faft e TRl U 2003, B TWT ¥¥(9) THINGH Y& FATHID] 0%
IHH AR SHIST BIYAT I I [HT B | A avedl I §he ShreT
PITHT IHH ST TG IEREH] O |

3.98% IBELECARIECIL (Regulatory Reserve)

NFRS SHINH®T @1 T JUAST HIAT UG I Johdl HaRerT W
T AT HRRATH] FATHEIE GSaTs Wl TRAT BIY 8 | 79 A¥HAT Wy
PR IHTIIC S fAGRO 9 Ursad | I BIVHAT Uhd! a) U TAHUR
ST, AUTG I dPhd] A9 I NFRS T HUPGT AR SHINTH Holl AT
CILG] QC&IIQ‘-QC’DI R4 GI‘\I'dchl 3IY NhH, R dhN GIIH(‘IC’ﬁ\I RhH, S LY
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SHANGRI-LA DEVELOPMENT BANK LIMITED

ADDITIONAL DISCLOSURE UNDER BASEL Il
As per Capital Adequacy Framework 2007 (Updated 2008)

The extract presented hereunder is as per disclosure requirement of Capital Adequacy
Framework 2007 (Updated 2008) as issued by Nepal Rastra Bank for the year ended 31°
Ashad 2077.

1. Capital Structure and Capital Adequacy:

=  Core Capital (Tier 1)

Particulars Amount (Rs.)

a. Paid up Equity Share Capital 2,606,640,400.00

b. Share Premium -

c. Proposed Bonus Share -

d. Statutory General Reserves 423,107,160.96

e. Retained Earnings 153,493,255.94

f. Capital Adjustment Reserve

g. Deferred Tax Assets Reserve

h. Other Free Reserve

Less: Deferred Tax Assets 28,432,732.86

Total Core Capital (Tier 1) 3,154,808,084.04
=  Supplementary Capital (Tier 2)

Particulars Amount (Rs.)

a. | Cumulative and/or Redeemable Preference Shares

b | Subordinated Term Debt

c. | Hybrid Capital Instruments

d | General Loan Loss Provision 408,928,050.05

€ | Exchange Equalization Reserve

f. | Investment Adjustment Reserve 4,999,999.97

g. | Other Reserve

Total Supplementary Capital (Tier 2) 413,928,050.02
=  Total Qualifying Capital Amount (RS.)

Total Capital Fund (Tier | + Tier Il) 3,568,736,134.06

a. Core Capital (Tier 1 Capital) Less Deductions 3,154,808,084.04

b. | Supplementary Capital (Tier 2 Capital) 413,928,050.02

)RR
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=  Capital Adequacy Ratio
Tier 1 Capital to Total Risk Weighted Exposures
b. | Total Capital Fund to Total Risk Weighted Exposures (CAR)

Q

11.43%
12.93%

=  Summary of the bank’s internal approach to assess the adequacy of its capital to support
current and future activities:
Assessment of capital adequacy of bank on regular basis taking into considerations the exposure
of bank. Also the analysis of possible impact on capital adequacy is being done on regular basis
taking into consideration the future impacts on assumptive basis. Capital adequacy of bank and
impact in capital due to future change in nature and size of business is discussed in Risk
Management Committee and is summarized in board. Regular monitoring of nature of business
is being done so that unexpected negative impact could not take place in capital adequacy of
bank. Reporting to regulatory body is being done as prescribed by compliance department.

=  Summary of the terms, conditions and main features of all capital instruments, especially
in case of subordinated term debts including hybrid capital instruments.
Not Applicable.

2. Risk Exposures
. Risk Weighted Exposures for Credit, Market and Operational Risk
Particulars
a. | Risk Weighted Exposure for Credit Risk
b. | Risk Weighted Exposure for Operational Risk
c. | Risk Weighted Exposure for Market Risk

Total Risk Weighted Exposures

Amount (Rs.)
21,482,859,549.13
1,466,449,127.21

4,652,222,693.00

27,601,531,369.34

Adjustments under Pillar Il
d. | 2 % of Total Risk Weighted Exposure -
e. | 2% of Gross Income -

. Risk Weighted Exposures under each Categories of Credit Risk

Particulars Amount (Rs.)
a. | Claims on government and central Bank -
b. | Claims on other official entities -
c. | Claims on Banks 821,307,640.64
d. | Claims on corporate and securities firms 5,320,809,243.02
e. | Claims on regulatory retail portfolio 8,834,271,270.30
f. | Claims secured by residential properties 1,962,030,327.18
g. | Claims secured by commercial real estate 248,066,844.35
h. | Past due claims (except for claim secured by residential properties) 588,908,381.66
i High risk claims 1,990,866,867.00
j. | Investment in Equity and other capital instruments of institutions 594,076,572.04
k. | Staff Loan secured by residential properties 118,746,120.43
l. Other Assets 661,372,009.90
m. | Off Balance sheet items 342,404,272.62
Total Risk Weighted Exposures for Credit Risk 21,482,859,549.13
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Total Risk Weighted Exposure Calculation table for Credit Risk

Amount (RS.)

Total Risk Weighted Exposures for Credit Risk

21,482,859,549.13

a. Total core Capital Fund

b. total capital Fund(Tier | and Tier Il Capital)

c. Tier | Capital to Total Risk Weighted Exposures for Credit 14.69%
d. Tier | and Tier 2 Capital to Total Risk Weighted 16.61%

Amount of NPA's(Both Gross and Net)

Amount (RS.)

S | Particulars

Gross Amount

Loan Loss Provision

Net Amount

a | Substandard Loan

118,875,412.95

29,718,853.24

89,156,559.71

b | Doubtful Loan

109,980,905.53

54,990,452.77

54,990,452.77

c | Loss Loan

41,363,061.52

41,363,061.52

Total

270,219,380.00 126,072,367.52 144,147,012.48
. NPA Ratios
S.N | Ratios Gross/Net NPA Gross/Net Loan %
a. Gross NPA to Gross loan and Advances 270,219,380.00 | 23,926,269,579.65 1.13%
b. | Net NPA to Net loan and Advances 144,147,012.48 | 23,391,269,165.87| 0.62%
= Movement of Non - Performing Loans
S.No | Particulars Current Year Previous Year | Change (%)
a. Restructured/Reschedule -100.00%
b. Substandard Loans 118,875,412.95 95,046,740.34 25.07%
C. Doubtful Loans 109,980,905.53 37,926,854.72 189.98%
d. Bad Loans 41,363,061.52 19,032,049.98 117.33%
Total: 163,217,249.82 270,219,380.00 73.68%
. Movement in Loan Loss Provisions
S.N Particulars Current Year Previous Year Change (%)
a Loan Loss Provision 535,000,417.58 278,300,256.54 92.24%

RY

Write off of Loans and Interest Suspense during the year: Nil

Details of Additional Loan loss Provisions: Not Applicable
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= Investment Portfolio
Particulars Held to Maturity | Held for |Available for sale
Trading
a. | Investment in Treasury Bill 1,133,338,033.24
b. | Investment on Other Government Securities | 1,596,388,189.24
c. | Investment on NRB Bond and Deposit
d. | Investment on interbank lending
e. | Investment on Shares
Micro Finance Institution 55,222,492.00
Insurance companies 245,740,839.00
Investment on Mutual Fund 134,729,433.60
Hydropower Companies 8,984,327.44
Others 4,311,980.00
Total 2,729,726,222.48 448,989,072.04

3. Risk Management Function

The bank is committed to the identification, monitoring and management of risks associated
with its business activities. Management is ultimately responsible to the Board for the Bank's system
of internal controls and risk management. In order to enhance efficiency and effective internal control
Bank has outsourced the Internal Audit Service. The internal audit of the Bank’s branches and
departments was carried out by the reputed chartered accountant firm. Risk management committee
is formed under chairmanship of director, meeting of which is conducted at least once in a quarter
analyzing the various risk associated factors.

. Credit Risk
Bank has put in place a standard procedure regarding documentation procedure, loan appraisal
and approval procedure, delegation of authority to different level, disbursement mechanism,
monitoring of loans and advances and recovery. Bank has separate Credit Control Unit (CCU)
through which the loans are being disbursed irrespective the loan sanctioning authority level.
CCU has played vital role in internal check system.

= Market Risk
Market risk related to interest rate, stock price are being monitored closely by management and
discussions are being held in risk management committee in frequent basis.

= Operational Risk
In order to minimize operational risk, bank has been following its operational manual strictly
along with NRB Directives and circulars. In addition to strengthen internal control of the bank,
internal audit of branches and departments are being conducted in quarterly basis. Further
bank has put in place the practice of monthly system review system and daily MIS system for

)Y
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timely information of position bank and detection of errors. Bank has been using various risk
mitigating tools like insurance, data back — up, training of staffs etc. Bank has framed AML/ CFT
policy to comply with the provisions of NRB and Nepal Government related to AML.

. Credit Risk Mitigants (CRM):
Eligible CRM Benefits availed:

Particulars Amount
Deposits with Bank 122,253,780.08
Gold 9,470,000.00
Total: 131,723,780.08
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