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RajMS & CO., Chartered Accountants

Batule Ghar - Fourth Floor Tel.: 4412580/ 4433063
Dillibazar Fax:977-1-4418369

P.O. Box : 20189 E-mail: admin @rajms.com
Kathmandu, Nepal. rajms @wlink.com.np

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF LAXMI BANK LTD.

We have audited the accompanying consolidated financial statements of Laxmi Bank Ltd. and its
subsidiaries, which comprise the consolidated balance sheet as at July 15, 2013 (Ashad 31, 2070), the
consolidated profit and loss account, consolidated statement of changes in equity and tonsolidated
statement of cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory notes.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Nepal Accounting Standards. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation and presentation of lnanciai
statements that arc free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies and making accounting estimates that are rcasonable in the
circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit,
We conducted our audit in accordance with Nepal Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatcment.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on our judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, we consider internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements 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 entity’s internal control, An audit also includes evaluating the appropriatencss of
accounting policies used and the reasonableness of accounting estimates made by the management, as
well as evaluating the overall presentation of the consolidated financial statements. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis tor our audit opinion.

Opiiiion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
posililonw of the Laxmi Bank Ltd. and its subsidiaries as at July 15, 2013 (Ashad 31, 2070), and their
financial performance and cash flows for the year then ended in accordance with Nepal Accounting
Standards so far as applicable in compliance with prevailing laws.

Date: 4L D sC %IS Rabindra\Rajbhandari, MEA
Place: Kathmandu Partner

RajMS & Co,,

Chartered Accountants
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Batule Ghar - Fourth Floor Tel. : 4412580 / 4433063

Dillibazar Fax : 977-1-4418369

Q_Q_ 30x : 20189 E-mail: admin @rajms.com
Kathmandu, Nepal. rajms @wlink.com.np

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF LAXMI BANK L'TD.

We have audited the accompanying financial statements of Laxmi Bank Ltd., which comprise the balance sheel as at July 15
2013 (Ashad 31, 2070), the profit and loss account, statement of changes in equity and stalement of cash flows for the yea
then ended. and a summary ol significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with Nepal
Accounting Standards. This responsibility includes designing, implementing and maintaining internal control relevant to the
preparation and presentation of financial statements that are free from malerial misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies and making accounting estimates that arc reasonable in the
circumstances.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audil. We conducted our audit in
accordance with Nepal Standards on Auditing. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from malterial misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements.
The procedures selected depend on our judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we consider internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonablencess of accounting estimales made
by the management, as well as evaluating the overall presentation of the financial stalements. We believe that the audii evidence
we have oblained is sufTicient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Laxmi Bank Lid. as
at July 15, 2013 (Ashad 31, 2070), and its financial performance and its cash [lows for the year then ended in accordance with
Nepal Accounting Standards so far as applicable, Company Act 2003, Bank and Financial Institution Act, 2063 and Directives
of Nepal Rastra Bank.

Report on other Legal and Regulatory Requirentents

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

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

To the best of our information and according to explanations provided to us and from our examination of the books of accounts
of the Bank necessary for the purpose of our audit, we have not come across cases where Board of Directors or any employe CEs
of the Bank have acted contrary to the provisions of law, or committed any misappropriation or caused loss or cl;m‘ﬁgae- o LliL b
Bank and violated any directives of Nepal Rastra Bank or acted in a manner to jeopardize the inlerest and sccur ‘_-gaf Bkl N
its depositors and investors.

% [ Kathmandu

'\ \Q ’1
) ‘\-!_,-,.‘d ACC’O
Date: 27 DEL TS Rabindra Rajbhandari, MBA, FCA
Place: Kathmandu Partner

RajMS & Co.,
Chartered Accountants
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LT e AR 9,009,249 %39z ¥ Y3
g9 AT Aol [Gdrd 35,2%% 40,5%R 9333
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drfeuar gfaera (Alfa) (@) X«U% X«U% WX«%
FA ATEHIGRT ARTHT WA g A (T1)=-Fx@ 9,¥,1U91R 1,¥9,99%¢ q,33,08%
AT HGHERT AT Srawas S ()= A sied 9,39,X%0 9,9%,9%
Mg A TS (Reciprocal of Capital Requirement) () 90 90
oA SiifgasT arf sifew wifea w8 (3)-axe 93,'9%,90¥ 99, %9, 9%
€oIR SiRkaa S ¥¢.30(2)
31 WG, 090 (VAT WM, R093) 5 ESIET
o9 a9 T
| TT HTEA gT JTEA T ge qrafH® gg
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JTEAT ¥.39
I ATt as
feraron ° R0%¥ /8 | RoBU/8% R0%% /%9 089/%5 0%5 /%R R0%% /90

\. & AH/FA AR giard H.¥9% MRS ¥O.U% ¥0.3¥% 031% B.0%%
2 Ui SRR AR 3 (ER 20,90 AR EEAY .44 R¥.¢5
3 i IR AR g 3 1993 9,083 Y0 0 30 308
¥, ¥ ¥ # (PE Ratio) ELkIGH §O.5% 9.4 EERE ELA .95 RYe
Y. R Sl e (@ afed) gfeara R9.04% 4.3%% 3% R% 10.00% 14.00%
§ YR ST TR AT SR giqoma 9.04% 0.3%% 93% 0.%% 10.00% 0,00%
o T AR/ FA AT AI9E gferer 9,54 % 5. %% Q.89% 12.99% 19.99% 0.3¥%
5. FHAN @9 /% T @ EIGRIG] ¥6.65% ¥3.3%% ¥5.39% ¥5.33% ¥6.65% ¥%.30%
. AW gH/FA (e qaT At giara ¥.¥4% 1.04% §¥3% 5.0%% 0.58% 8%
0. WA UIAG AR /& AT gieara 12.30% %.¥5% 1.40% §R% 19.3¢% 3.3%%
9. FHA A /F FHAT @ yferara 0.8 EER L) 53% ECR AR R.20% EER 1L
R G TE/FA A IR 9.9y 1.53% ARG %% R .35%
3. @ AH/FA T EIGRIG] 1.93% 1.3% 9.8%% %% 1.40% q.40%
1. & Fa /e giara aR.03% PR 51.¥%% ¥.90% G3.93% 95, ¥3%
. % G @9/ FH qHr giara 1.%% 1.35% LHY LUY% 4% 9.%0%
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F)  aEE G gfeard 0.90% c. Y6y 19.9%9% 3. R% Q43% R.94%

g @ gieerd q.09% 3.09% YYD 1.8¥% 1.40% 3.05%

T F G giard 19.9%% 9.¥5% 13.99% 99.53% 19.03% RR33%
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. & & I gfeera 3.¥0% 19% ERER ¥.0%% EASES ¥.30%
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41 JFdeEl AAscayol ofifdss:
T AR

et ¥ fafwee Tuee ua fafra aifrca swar FFa 2 | agar WS FEieEer ST efaE, FISATST, T
WH G | T9 ShH T IS Wb U= [AACSHT raed T & |

ALY S " TIPT AT YTod TEAT 8T | Sebepl AT [T [Iaure® Taprer /ST Tepl ATiT g==eres qrufagRr quied
TfueT & |

THE A@T Aifdgeant AT

Fra o faavuee TR T wAch ofET AifdeR a9 Seo@ MRUH G | ARFAT AT ANCHET awd A Afdee
ELF FAUH T (a0 geqq e (e &aHT S e g o

ELLISCRECEUE

FIT Joold TRUHAT qed A faxiia fFaues 9« JQme argdre Jrd TuHl 9 a6 (Nepal Accounting
Standard), sI@TeT AT fagT=dex (Generally Accepted Accounting Principles), sie e faeiiar s e U (BAFIA),
YT e SehATe A RS (G UF wrOT T (i T Aragve s dfiHT W auR T F |

AT SATEN:

fartrr foraore® Mepea woaiaT ufewra ieueT SuTel €9 yea Tieer g | A e faavues tfaetas amra ggfaer
ATITHT TATC TIRTHT G | JUTA SAGMH T AGTH FIATT agreaees T 7 @ fa<i e qar ™ 38 @™ o@r
ATATEE T T Sl @l Afde dR] T THATHT ARATIAE [l T TR T T8 87 |

T ATFETAT:

ATIATS UTebebl ATATCAT AT TS T3 ATl @l ATl g (NAS 7 Revenue Accounting) faafad &l qar
IEETE T g AN AR F9Te T Sebal (9T FTHIE T8 JTeiel ATTCHT A@iehd T & | el AaTel
TE Tepepl AETTT FTHINTT ATCHEATT TCHT AT AL A% TE TFIETE! EH G |

FAHETS AT ST ATRTAIATS qTebebl ATATHT @i TITH G |

HHTA AT

T THCH FAMT ATEE TTebebl ATATRHT J@IHA TLTH & | TANT HT FATT A 4R AlEAT TwaT HH At
FEARATE qUH @G aT FHAMT AT & § qA@ 92T FH W@g T AT ATRHArg qeafead Aifde auar 5 aaied
T Sebabr AT @ G |

AT T

ST AT ATHATTATS AT YT g ATk =fad W qfeg SATRaTHHT FHIEST e g | areT S gred g1 ana
o qiadd T 9% eI HTA dig TRIH g |

fasft fafa FREER:

fageft HamaT el gEAta qur aifrcaens ardaTae fafaar faewe afw qar faher ger axer fewma T A9l wgam
TR U G |

fazeft fafmaer @ft qar fasieare wu#r sraTeTs 3 8T T0ET T GeE gede dRTET AT A EEl IR AT
FGETH F |

fafve faelt fafrmaer @fte T fof e U@ Seded! HRU IIod AUST AT/ AFHIATS afd &IHT TOET T
fazeft HET! TRUCATHEAATE & ATRTAT IUTSUH & | LT THHATHTATS STHT ATRIE! Y, TITT THH T T bl
WWWWWWWWWWWW&WWQI

T @

frrérT arfirear war et fuar aradar oo I dTder W (Accrual Basis) T U U G |

w1 @ qan fao a@few

FAT AT, Afataad T faed @iEHT Tedetdls Ya TRUH TAE FAet TG | T8 [0 ATegsi| woll, Atafaed, dAmafas
Fol, JUHTHT T, TeATS BIEGHTE qAT (97 AT GATed P TS | YT FoA(eTs 9T T Tehel (FaTTeHT ATRT
FfeRd MTH G | oIl d19e, Afdfady Ta7 fae @NEHT FAT A6l AGedT ATIde] (HH Tels @E Aol THH ATAEATTHT
SEIEUH F |

YTEdeeed hHT TLH THH Tiecd AT AGAAT T ATl TeHT qiaT FEeAE TR T G |

FHART FHAL:

FHATOETATE b (FTIRTER Foll JUAST TAEUHT T AU TST Ahebl (AITTHT HAT(aF ITh Foells AT THIT i
N -
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IR, HHAT ATFEHT TqGEAT:

R

.

ite

AN

q..

=.

R.

F1 I 97 fae @fEd J9re e Swar EiE qarfas Sifew grafaer afieorer smarear q giae 3f@ o0

giqeTd T T BT AT AT HAH TR ) |

UG (Write Off):

AT T Tpepl (RN ART @UF AT ARTRT FqA & THHF! FoAE® bl AT THITH HoAT AT/ T=ATAR

qrafaer SEaaT et T Sl ATTHTCHT o BXH AT T ATRGT TTH F |

Areedl AVEEHT AT T T9 FFA TUH FoAE® TG qUH ARl A d@ied TOH G |

A

TAATIEE ATIE AT (Held for Trade), Tl fafdqe®® g 9 & (Held to Maturity) @9 fashier @i Iuered

I (Available for Sale) ST afiTe<or T &,

%) ATATE Al (Held for Trading):
T AT ATHAH] AeIHT g TRAdTaTe ATHR AT T I ead TSN AT | T&T A IATS ARG AR
HAT®T T (Marked to Market) ¥ Hed#T g4 fHamers AT/ A feqma @mamT @ |
@) SR MRqET 9T 9 @@ (Held to Maturity)
IRt FRTTE g1 19 R A9/ (Positive Intent) T 9Tl MRIGET €101 T @ &THaT (Ability to Hold
till Maturity) 9g XTSI AT a9 SHT 98 | AThTHT (HITEER g1 T A MHIAre dqead and (Amortised Cost)
HT (I3 Hed (Cost Price) AT & (Impaorments) HATTR) I@EUH G | &S AR AT @IATHT T@TE |

M) faher @ AT I (Available for Sale)
FMMNE A (Held for Trading) ¥ el fafqes® gmor 9 @ (Held to Maturity) =i oW &F0l
AATHATS T ] qCH | J&AT AHIATs TR AR (A 97T Hedidd (Marked to Market on Regular Basis)
T fq=AaTeTs SST (Reserves) AThHA UM (Adjust) TH 953 |

AT T Sehebl AGTATRTel SHERAT T ATAT T AMHIETH] (AT IAETe T T AT TR G |

fea gt qar g w9

%) fer gt e #E 799 F@EE g |

@) ®.4,0001- A= HH e U4 qEIes @iE TRqH TOHT GINTa @ AU & |

T) B9 Fel TET (R qFafaa! ATATHT [ahls Aafgars ATamT A1 Straight Line Basis T ATATCHT AT A1@€TH [EaTerHT
A@IE TS G | TN g1 B Tt g | fe geafaer feerg wafy Temr afsw fraiwor wfwes g |

ferx awafast gafa fewe wafy
BT Y af
TUFETITER. .o Y g
AT ATTTEC. ..o, Y T
FFIETER. ..o, Y AT
fst T@TtHcaAT Werl wa. ... ¥0o %

) fratmedie for gwfa, fer gwfa afeer afr kEuer Tedee T aifde qarva afe wRr aafasr aegtae
ANTAEEATs UstTa (AT (Capital Construction) T 3@TSUAT F |

TR Sy arafaarg Serse At A (@iaT T ) a7 aTdiad aul 9ed 7 FH g5 AT Hedifehd T g | Tare
e el fAafeTa watfas TR ey aeafaer anfit Seam e Tfwer g |
R T
FFIIT HEAIL AT [l ANH GHATs 1 TRESATLH TIART T& Tl (HIdATS AT A qotiepd TTH g | oA
gAaeedTs favilews! [Chrs dafersl ATemTdT qiefiad (Amortization) T |
ufemem (Amortization):
ATRT AT f@@T@HT Straight Line Basis &1 ATITRHT 399 TFITAeed! [CHlS Al AR @9 ofdUH § | d597
Frafqe®sdl JANT & Ay afeied T g% TRUH g | T FEardH [aHrg aﬁaﬁwﬁww&wa
E2al W .................... Y CEl

fasTelee qeafqar swuar @ ¥ a9 far a7 IRiEe O s@ts S #8 geg, 9iel darger Straight Line Basis &
ATATTHT qFCeTTe AT ) |

FHAT e
F) T=9F RG: FHAR] Tood HIT TP ST HTAT TR TS THIAAT 7 G TAZCH G |
(@) ITEM: Fehebl HHATY JAT fafzaTaett THIT ITET & T qTirca wfud ST ATIAT @ T S JwaT @arT
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TEd ATHTY BITHT ATET THTH G |

@y Hsard:

fafemrg wordy @etlt e fafaagar @it 9T g quae @1 @i Tl THaH @9 TAEE! g |
ATTFT AT

AIF @Il BT ARG T9 ¥ W F (Deffered Tax) & Argars JIAT9eg |

=~ ~

AFFL UF, 045 ATER AT T ATEER ATIRAT BT GRS I HH TTHT AR AT FaeT (Provision)

e g |

Deferred Tax (¥R &3): WA FI@t F¥AT 9T TACAP! ATATAT AT TS F 27 | falia faaor e vt

TAT TAHT THH TAT FLATIR A Hldh 98 2T &7 el =¥ (Temporary Difference) T Rl Al @ T o1

g FX T TIT FEATAHT AT T IL9TA WIT FLHl A@IhA TNUH | WA FHT GEArd q497 Tca ATGT T

AT T AT SRaefy o= THES g7 9 9ial auel AN UAgIT AN Tedebed! HLhl 3 a1 gl HLHl I AN &
AT TR G |

fest:

fsT svaiia @ aFIxilet qRATaal fafqessd! Srad Heddl ATITAT FHFIHIH] Graxiiel TqaT a7 afs aaa Faq fost

AR THH AT HH Tl U T JUaX @ TRUH g | T qeaediq anaca faraa fasr aifrea e fa<her

feraroraT FuTereT Mius g |

fTsT shTeie® el @l Hisarqwr feR @R g gq TR fadi @9 T uedt fow atfges dir aigwe i

g | fa<iia @=ee ar/g gwafaal &9 (Qualifiying assets) Teel THTALT & SARATHT dTedh qerd ATRT AT fearaer

@RS g | fafag aeTeR afcd HoMT qUS SEd @9 TIET IETEUH g |

AT A ehllee fdol dFavedl g4 FHINH Straight-Line Basis I STETTH] @9 SARUH G, 9 ded qT qEl

ATFER] g ATIF FIZaTe® ITNT AR ATITCHT ATHT el AT @ TATEUS 7 |

HGET, EATIAA ITUed aan qeuta

el farTaept PRATHATIATE GSAT UFT QAR (TR AMT SAHT TRHT ATTTF WEH T qMIed ThA A=

T HaEE) AT Tl TH g | GFAT qIca qar FaqaT Qe (STEal AT STl SRRl ATaed® T8 a96s)

ATE GEATAT qTMIca AvARq IETSTHT G | Af§ HTdPl TR g1 TEAEAT T EH B awT a1 SAHHR FeHIra

T T |

FraTtaa wrata fafar faaomar g Tiws 89 1 av eanfag awata Hafeg s geaies fe @ awean i
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Laxmi Bank Limited
DISCLOSURE AS PER BASEL Il
1.  Capital structure and capital adequacy
@ Tier 1 capital and a breakdown of its components;
Particulars In NPR ‘000
Paid up Equity Share Capital 1,694,081
Proposed Bonus Equity Shares (including fractional bonus shares) 254,696
Statutory General Reserves 385,272
Retained Earnings 6,303
Debenture Redemption Reserve 250,000
Deferred Tax Reserve 6,744
Core Capital 2,597,096
@ Tier 2 capital and a breakdown of its components;

Particulars In NPR ‘000
Subordinated Term Debt (8.5% Laxmi Bank Debenture, 2072 and 8% Laxmi 500,000
Bank Debenture, 2076) — (net of Redemption Reserve of NPR 250 mio)

General loan loss provision 198,484
Exchange Equalization Reserve 21,045
Investment Adjustment Reserves 102,545
Supplementary Capital 822,074

) Detailed information about the Subordinated Term Debts with information on the outstanding amount, maturity,
amount raised during the year and amount eligible to be reckoned as capital funds.

8.5% Laxmi Bank Debenture, 2072

- Outstanding Amount NPR 350 Million

- Maturity 24 November 2015

- Amount eligible for Tier 2 capital fund NPR 100 Million

(net of Redemption Reserve)

8% Laxmi Bank Debenture, 2076

- Outstanding Amount NPR 400 Mio

- Maturity 4 February 2020

- Amount eligible for Tier 2 capital fund NPR 400 Mio

) Deductions from capital;
Particulars In NPR ‘000
Investment in equity of institutions with financial interests 156,082
Investments arising out of underwriting commitments 447
Total 156,529

) Total qualifying capital;
Particulars In NPR ‘000
Tier 1 Capital 2,597,096
Tier 2 Capital 822,074
Deductions (156,529)
Total Qualifying Capital (Total Capital Fund) 3,262,641

[ Capital Adequacy Ratio;
- 12.23%

) Summary of the bank’s internal approach to assess the adequacy of its capital to support current and future activities,

if applicable;

The Bank’s capital management strategy is designed to maximize shareholders value. The Bank is adequately
capitalized not only to comply with individual capital ratios prescribed by Nepal Rastra Bank but also to fund growth

of our assets and operations, absorb potential losses and maintain the confidence of all the stakeholders.

) Summary of the terms, conditions and main features of all capital instruments, especially in case of subordinated

term debts including hybrid capital instruments.
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Main features of the Subordinated debt — 8.5% Laxmi Bank Debenture 2072:

Name Laxmi Bank Debenture — 2072

Amount NPR 350,000,000.00 (Three Hundred Fifty Million Only)

Interest Rate 8.5% per annum (before tax) payable half yearly

Type Unsecured and Redeemable at Maturity. No call / convertible feature
No. of Debentures 350,000 (Three Hundred and Fifty Thousand Only)

Face Value NPR 1,000.00

Maturity Period 7 Years

Priority to Debenture
Holders

At the time of liquidation, priority of payment to the debenture holders will be after the depositors

Listing

Listed with Nepal Stock Exchange

Main feature of the Subo

rdinated debt — 8% Laxmi Bank Debenture 2076:

Name Laxmi Bank Debenture - 2076

Amount NPR 400,000,000.00 (Four Hundred Million Only)

Interest Rate 8% per annum (before tax) payable half yearly

Type Unsecured and Redeemable at Maturity. No call / convertible feature.
No. of Debentures 400,000 (Four Hundred Thousand Only)

Face Value NPR 1,000.00

Maturity Period 7 Years

Priority to Debenture
Holders

At the time of liquidation, priority of payment to the debenture holders will be after the depositors

Listing

Listed with Nepal Stock Exchange

Risk exposures

) Risk weighted exposures for Credit Risk, Market Risk and Operational Risk;

Particulars In NPR ‘000
Risk weighted exposures for Credit Risk 24,506,562
Risk weighted exposures for Operational Risk 1,375,703
Risk weighted exposures for Market Risk 74,579
2% Additional RWE under supervisory review 519,137
2% of Gross Income under supervisory review 199,300
Total Risk Weighted Exposures 26,675,281
) Risk Weighted Exposures under each of 11 categories of Credit Risk;
Particulars In NPR ‘000
a) Claims on government & central bank -
b) Claims on other official entities 145,313
c) Claims on banks 380,343
d) Claims on corporate & securities firms 13,049,422
e) Claims on regulatory retail portfolio 1,179,699
f) Claims secured by residential properties 707,989
g) Claims secured by commercial real state 1,016,375
h) Past due claims 1,631,493
i) High risk claims 2,541,955
j) Other assets 621,911
k) Off balance sheet items 3,232,062
Total 24,506,562
[ Total Risk Weighted Exposure calculation table;
Particulars In NPR ‘000
Risk weighted exposures for Credit Risk 24,506,562
Risk weighted exposures for Operational Risk 1,375,703
Risk weighted exposures for Market Risk 74,579
2% Additional RWE under supervisory review 519,137
2% of Gross Income under supervisory review 199,300
Total Risk Weighted Exposures 26,675,281
Total Capital Fund 3,262,641
Total Capital to Total Risk Weighted Exposures 12.23%
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) Amount of NPAs (both Gross and Net) (in NPR ‘000)
Restructured/ Rescheduled Loan

= Gross NPR 117,748
= Net NPR 51,977
Substandard Loan

= Gross NPR 25,462
= Net NPR 19,097
Doubtful Loan

= Gross NPR 57,226
= Net NPR 28,596
Loss Loan

= Gross NPR 104,009
= Net NIL

[ NPA ratios
Gross NPA to gross advances

= 1.51%

Net NPA to net advances

= 0.51%

) Movement of Non Performing Assets
Amount in NPR ‘000
Particulars Previous Year | Net Addition/ (reduction) Balance at the end of
during the year the Year

Restructured 65,892 51,856 117,748
Substandard 8,338 17,124 25,4632
Doubtful 8,746 48,480 57,227
Loss 20,725 83,284 104,009
Total 103,701 200,744 304,446

) Write off of Loans and Interest Suspense (in NPR ‘000)

= Loan written off NIL
= Interest written off NIL
) Movements in Loan Loss Provisions and Interest Suspense
Amount in NPR ‘000
Particulars Previous Year | Addition/ (reduction) Balance at the end of
during the year the Year
Loan loss provision 220,433 186,037 406,470
Interest Suspense 79,060 (1,615) 77,415

) Details of additional Loan Loss Provisions (in NPR ‘000)
Additional Loan loss provision NPR 679
(Includes loan loss provision in excess of the regulatory requirement)
) Segregation of Investment portfolio into Held for trading, Held to maturity and Available for sale category
Presented in the Financial Statement schedule 4.12.1, 4.12.2 and 4.12.3
3. Risk Management Function
Risk Management Objectives and Policies

Laxmi Bank’s objective to risk management goes beyond mitigation and control. We believe that our risk management approach
is a Strategic Differentiator and a key driver for our sustained and quality growth.

Our approach to risk managements is built around:

- formal governance processes that is constantly reviewed and updated

- top level commitment & development of risk framework through close alignment of risk capabilities to business objectives
- ensuring that responsibility for risk resides at all levels — from the Board down through all individual employees

- continuous research and development of new and improved risk management processes and tools supported by effective
Management Information Systems

- all businesses are accountable for managing risk in their own area, assisted, where appropriate, by independent risk
specialists

- by embedding this approach to measure and understand key risks to ensure the viability of all processes and transactions
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In the past years we have continued to make significant progress in enhancing our risk management capabilities including
identifying, measuring and monitoring of risk activities that we undertake in our normal course of business.

Risk Management Framework and Organization

The Board sets out the risk appetite and philosophy for the Bank, which is supported by various Board / Management level
Committees who are primarily responsible for ensuring that the risk standards are maintained as per the agreed parameters.
The Bank’s Internal Audit functions independent of management influence and reports to the Audit Committee. The Chief Risk
Officer has a role of overviewing risk standards of the Bank and balancing the growing business of the Bank remaining fully
compliant to the legal and regulatory guidelines. As part of prudent banking practices, Laxmi Bank has other senior executives
in the role of risk managers who work independent of any business targets. The Credit Risk Department, Credit Risk Control
Unit and Compliance and Assurance Department are especially responsible in management of risk in their respective areas.

Credit Risk

Laxmi Bank - Credit Policy Guide is the highest level policy document and it reflects long-term expectations and represents
a key element of uniform, constructive and risk-aware culture throughout the Bank. This credit policy defines acceptable risk
parameters and is periodically reviewed to account for changing operating environment and industry behavior.

Laxmi Bank identifies, assesses and manages the probability of default by borrowing clients through a number of proactive risk
management techniques and tools under a broad risk framework.

Senior management, Risk Management Committee and the Board review credit portfolio and industry concentration aspects
regularly and make decisions / strategies based on the need of the hour.

Credit Approval Process

The Bank has standard procedures for Credit Approval for both retail and corporate credit proposals that ensure that appropriate
resources and tools are employed for the type of credit assessment required.

Post Disbursal Review and Monitoring

The Bank has standard procedures for credit review and monitoring systems, which is documented in Credit Policy Guide and
other Risk Management Guidelines. The policy stipulates the frequency and procedures for credit review and monitoring

Distribution of Risk Assets by Industry sector / Concentration Risk

It is Laxmi Bank’s policy to ensure that the Bank’s exposure on any particular sector/industry does not exceed a predefined cap
of the total portfolio. The Bank has adopted the NAICS codes to analyse our exposure on sectors. Industry analyses help us
monitor industries at risk and make strategic decisions based on such reviews.

Market Risk

The Bank’s foreign exchange risk stems from foreign exchange position taking and commercial dealing. All foreign exchange
positions are managed by the Treasury. Fluctuation in foreign exchange rates can have a significant impact on a Bank’s financial
position. Laxmi Bank has adopted measures to appropriately hedge the risks that arise while carrying out international trade
transactions. Code of ethics for treasury dealers is in place to ensure that professionalism and confidentiality are maintained
and ethical dealing practices observed. Our treasury dealers have gained exposure to international markets as well in addition
to having undergone appropriate trainings. The Bank has followed the structure of a Treasury back and Treasury Mid office
independent of Treasury dealing room functions to instill better control over treasury activities through appropriate segregation
of duties and responsibilities.

The Bank has set internal risk appetite in terms of managing its liquidity risk. Adequate cushion is maintained in terms of liquidity.
Asset-liability management is also a part of the Treasury functions and it guided by the Bank’s Asset Liability Management policy.
This is further reviewed by the Bank’s ALCO and Risk Management Committee.

Operational Risk

Operational risk is inherent in all business activities. Whilst risks can never be eliminated, at Laxmi Bank we follow a number of
procedures and practices like Business Continuity Plan, Whistle Blowing — A Culture of Speaking Up to manage and mitigate
preserve and create value of our business.

We manage our operational risks through standardization of internal processes and monitoring mechanisms. Data security, dual
control, periodic departmental reviews and quality assessment are some of the tools that are used to manage risks.

Critical risk areas are discussed at the management level as well as Risk Management Committee which updates issues with
priority to the Bank’s Board to necessary actions and strategic directions.

Compliance and Assurance / Operations Risk Unit

Recognizing the importance of Operations Risk in terms of managing day-to-day business, we have a full fledged Operational
Risk team that reports to Chief Risk Officer.

Types of eligible credit risk mitigants used and the benefits availed under CRM.
Credit risk mitigants used are deposits and cash margin held with own bank and deposits held with other banks and financial
institutions, gold and guarantees from banks and financial institutions including those from MDBs.
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