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T.R. Upadhya & Co.

Chartered Accountants
124 Lal Colony Marg Telephane: 977 (1) 4410527, 4420026
Lal Duribar Fax P 97T (1) 4413307
Post Box Mo, 4414 E-mail ! trunco@ntonelng
Kathmandu, Nepal

INDEPENDENT AUDITOR'S REPORT
The Sharcholders of Laxmi Bank Limited

Heport on the Consolidated Financial Statements

We were engaged to audit the accompanying financial statements of Laxmi Bank Ltd (the *Bank™) and its consolidated
subsidiaries {collectively referred to as the *“Group™), which comprise the consolidated balance sheet as a1 15 July
2016, the consolidated profit and loss account, statements of changes in equity and cash fow for the period then ended,
and a summary of significant accounting policies and other explanatory information prepared in accordance with
Mepal Financial Reporting Standards.

Munageoment s Responsibility for the Consolidated Financial Statements

Management i responsible for the preparation and fair présentation of these consolidated financial stilements in
accordance with Mepal Financial Reporting Standards and for such infernal controls as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error. Management has prepared consolidated financial statements in accordance with regulatory provision
of Mepal Rastra Bank and not in accordance with Mepal Financial Reponing Standards.

Awditor s Responsibifing

Cur responsibility is to express an opinion on these consolidated financial statements based on conducting the audit
in accordance with Nepal Standards on Auditing. Because of the matters deseribed in the Basis for Disclaimer of
Opinion paragraph, however, we were nod able to obtain sufficient appropriate audit evidence to provide a basis for
an audit opinion on the consolidated financial statements not prepared as per Nepal Financial Reporting Standards.

Basix for Diselaimer of Opinion

The applicable financial reporting framework for the Bank was changed to Mepal Financial Reporting Standards from
MNepal Accounting Standards (previous Local GAAP) effective from fiscal vear starting 17 July 2013, Change in
financial reponting framework required transition to Nepal Financial Reporting Standards as at 17 July 2014 and
presentition of at least three consolidated statements of financial position, two consolidated statements of
comprehensive income, two consolidated separate income statements (if presented), two consolidated statements of
cash flows and two consolidated statements of changes in equity and related notes, including comparative information,
However, consolidated financial statement has not been prepared based on transitional provision of Mepal Financial
Reporting Standards | which requires identification, restatement, presentation and disclosure of financial information
based on new accounting policies as per Nepal Financial Reporting Standards,

The cumulative effect of not restating, presenting and disclosing consolidated financial information based on
transitional provision of Nepal Financial Reporting Standards is uncertain and could be material and pervasive.

Lisciaimer of Opinion

Because of the significance of the maners described in the Basis for Disclaimer of Opinion paragraph, we have not
been able to obain sufficient appropriate audit evidence for cumulative effect of not restating financial ftems and
making additional disclosure as required by first time adopter of NFRS to provide a basis for an audit opinion.
Accordingly, we do not express an opinion on the consolidated financial statements which have not been prepared in
accordance with Nepal Financial Reporting Standards.
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Heport on (iher Legal and Repulstory Requiremenis

We have obtained information and explanations asked for, which, to the best of our knowledge and belief, wers
necessary for the purpose of our audit. In our opinion, consolidated balance sheet, consolidated profit and loss account
and consolidated cash Mow statement, prepared in the format prescribed by Mepal Bastra 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 received from the branches were adequate for the purpose of the audit though the statements are
independenily not avdited,

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 given 10 us and from our examination of the books of
account of the Bank necessary for the purpose of our audit, we have not come across cases where Board of Directors
of any employees of the Bank have acted contrary 1o the provisions of law, or committed any misappropriation or
caused loss or damage to the Bank and violated any directives of Nepal Rastra Bank or acted in a manner to jeopardize
the interest and security of the Bank, its depositors and investors,

As disclosed in Mote 9 of the Schedule 33, the Bank has not measured the investment made in shares of a listed
company categorized as Available for Sale on ‘Marked to Market' Basis, which in our opinion, is not in acéordance
with Mepal Rastra Bank Unified Directives,

Except as noted in the preceding paragraph and our opinion on the consolidated financial statements ot prepared in
sccordance with the applicable financial reporting framework required for the fiscal year, the consolidated financial
statements have been prepared, in all material respects, in accordance with financial reporting framework as per the
regulatory requirement of Mepal Rastra Bank.

Shashi Satyal, EE 2

Managing Pariner g
_l|'-h

T R Upadhya & Co, =/

Chartered Accountants =3

Eathmandu

I January 2017
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T.R. Upadhya & Co.

Chiartered Acconntanis
124 Lal Colony Marg Telephone: 977 (1) 4410927, 4430026
Lal Durbar Fax : 977 (1) 4413307
Post Box Mo, 4414 E-mail ! trunceEntcnetnp

Kathrmandu, Mepal
INDEPENDENT AUDITOR'S REPORT
The Sharcholders of Laxmi Bank Limited

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of Laxmi Bank Lid (the *Bank™), which comprise
the balance sheet as a1 15 July 2006, and the profit and loss account, statement of changes in equity and cash flow
statement for the year then ended, and a summary of significant accounting policies and other explanatory information
prepared in accordance with Mepal Financial Reporting Standards.

Management 's Responstbilivy for the Financial Starenents

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
MNepal Financial Reporting Standards and for such internal controls as management determines is necessary 1o enable
the preparation of financial statements that are free from maferial missiatement, whether due o fraud or error,
Management has prepared financial statements in accordance with regulatory provision of Nepal Rastira Bank and not
in accordance with Mepal Financial Reporting Standards,

Andditor s Responsibilicy

Cwur responsibility is to express an opinion on these financial statements based on conducting the audit in accordance
with Nepal Standards on Auditing. Because of the matters described in the Basis for Disclaimer of Opinion paragraph,
however, we were not able to obdain sufficient appropriate audit evidence 1o provide a basis for our audit opinion on
the financial statements not prepared as per Nepal Financial Reporting Standards.

fasis for Disclaimer of Opinion

The applicable financial reporting framewaork for the Bank was changed to Nepal Financial Reporting Standards from
Nepal Accounting Standards (previous Local GAAP) effective from fiscal year starting 17 July 2015, Change in
financial reporting framework required transition to Nepal Financial Reporting Standards as at 17 July 2014 and
presentation of at least three statements of financial position, two statements of comprehensive income, two separate
incame statements (if presented), two statements of cash Mlows and two statements of changes in equity and related
noles, including comparative information. However, financial statements has not been prepared based on transitional
provision of Nepal Financial Reporting Standards | which requires identification, restatement, presentation and
dischosure of financial information based on new accounting policies as per Nepal Financial Reporting Standards.

The cumulative effect of not restating. presenting and disclosing financial information based on transitional provision
of NFRS is uncertain and could be material and pervasive.

Diselaimer aof Opinton

Because of the significance of the matters described in the Basis for Disclaimer of Opinion paragraph, we have not
been able 1o obtain suflicient appropriate audit evidence for cumulative effect of not restating financial items and
making additional disclosure as required by first time adopter of Nepal Financial Reporting Standards to provide a
basis for an audit opinion. Accordingly, we do not express an opinion on the financial statements, which have not
been prepared in accordance with Nepal Financial Reporting Standards,

Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, 1o the best of our knowkedge and belief, were
necessary for the purpose of our audit. In our opinion, the balance sheet, the profit and loss account and the cash flow
statermnent, 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 received
from the branches were adequate for the purpose of the audit though the statements are independently not audited.
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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 given 1o us and from our examination of the books of
account of the Bank necessary for the purpose of our audit, we have not come across cases where Board of Directors
or any employees of the Bank have acted contrary to the provisions of law, or committed any misappropriation or
caused loss or damage to the Bank and violated any directives of Nepal Rastra Bank or acted in a manner to jeopardise
the interest and security of the Bank, its depositors and investors,

As disclosed in Note 9 of the Schedule 33, the Bank has not measured the investment made in shares of a listed
company categorized as Available for Sale on "Marked 1o Market” basis, which in our opinion, is not in accordance
with Mepal Rastra Bank Unified Directives,

Except as noted in the preceding paragraph and our opinion on the financial statements not prepared in accordance
with the applicable financial reporting framework required for the fiscal year, the financial statements have been
prepared, in all material respects, in accordance with financial reporting framework as per the regulatory requirement
of Mepal Rastra Bank,
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Managing Fartner ‘;H.' ‘}'-.3 ]
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T R Upadhya & Co. \@

Chartered Accountants

Kathmandu
Il January 2017
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o4l Addotl dAscayol dlifda<:
T AT

et e fafwee Turerer t fafad afca stuar wvot €1 | gEe WiteS FEierse ST efaan, HISATel, T
WH G | T9 b TIET T Wb U= [ATdSH qradd T g |

AT S T UL TFATE “F” (T TSI JTed FeT &1 | Aohepl oo (i faa<urg® T /Ay bt athir
qoaTed FHIGgIRT 1T T 2l |

7@ wEn fAfageat arwm:

hT faiir faaoes qu T Wk o@r Aifder d9 Seo@ ARTHN G | AT FFRAT ACHET aTeH AT Afdee
ELF AUH] @l (a0 J&a Ta (At &OHT T I g o

FuTeA faaor:

I g el ‘& ANH FAWATA T qeATEEdTs NFRS Migration Guidelines AThd 3.9, 309 /93 &l faxfi
feraror STt T Sebeb! (E9TaT SfeaT T 91T AT UHIG=aved G (ICAN) ZIT ST Nepal Financial Reporting
Standards (NFRS) SHINH TR THI a1 ST TLH G |

A focir faa<ore® NFRS arwifTd qar wifvgst g 1 A faxiir faaores sm@rer a9qra fagdes (Generally Accepted
Accounting Principles), & e fa<i S Feaedl TF R0%3, AU A Sahare AT TRUST 9 UF FHEqT U,
R0%3 o fAfdte @1 ATIRvSHN AATHT W TUR AwSr g | A faxfiw fqawuee a=gar oo A0S aed ThHud
T TAT TR |

TATHT AT

fafir faaurex UfqeTfas dRTT qgiae! STamAT TR U g | J@rs qau [araeed T da @ faxie faawo
TAT I FET G ol STHTEE T T el ol Hifde® AR T AT AqeTIg [ 98d GanT T e
g | fa<ia e TR ael YRt TRuH dqaet Aaeid adr [adqul WHl AT El [qead g | agqmy
AT aRTHER A1 ATAIRT 97T 89 Gag | ol ATAMeeAT qAEaidbdd! T FTe] a9T AT3aT AfdE qTUaedt
AN / A@iehd T, |

T AT

Nepal Financial Reporting Standards (NFRS) SHINTH IS TTebebl ATATTHT ATEETT FATST UTSA SUATH(T gl
T ATILATS TS E TS TR ATl Tg Sebebl QST STHINTH 791G JTeiebT AT @ieh T & | el
TS NS el (HATATeT STHINTH SATCHETT Tl AT AT A T1 TEEIarsl el g |

IS AT AT ATEETHIATS YTabehl STETTHT oI@id XU & |

HATA AT

el THCH! HHIA ATAEE UThebl ATATCHT SGIHA TR G | TAMNT Hd HAAT AT 9 AEAT TvaT FH Aaferat
FREATATE AT &g a1 AT A & q ARG Ava] FF @ 9 AT ATRHIATS qEatead aifie audr 7 omais
T Sebabr Hifq @ G |

ATHIA AT

ST TR ATHTTATE ATHIST UTeq g ATTHIR XIS U qfeg ATRITAAT FATAET TUH G | AT S qTed gar
AN Hed gfadd T 9o S /T iy e g o

faasft fafrma FTUATEE:

faeft wamaT T gwata qur aifrcads araeras fafqar fammm afe qar fafer wer e feame T STl wgar
TYTLOT TR G |

fageft fafrwarer @ftg qar fasfieme wuar smarieTs e &T|T TUET T8 Gedl Teae ARETHT SR ATl ¥R
HT SEEUH G |

fafvreer forzeft fafrmaer @fte T fa eaT UHT Seded! HIRU IIod HUST ATH / FFHIATS i &THT AT T
facefi AET@ THCATHAATE &1 ATRMT S@IRUH § | T AHeATETaTe HUH ATRIEH Y Jad THH A9 T
Separ! (HETATeRT ATl AT HTEET AIShiS f68Ta AThd Gdel Tdag HITHT fafartad Tfuer g |

TS G

frrérg aifirear wa St fauat aradmT fasue 2 W wmETe (Accrual Basis) AT UM TS G |

i GmaE qan faw @fee

For aradl, wfufased T faar afewr Tedetars yam TRUH yoae Felee TEgd | a9 i =t sat, afafasd,
fafererT ored avfiegd TRUHT g | ol @rue, Afufaey qar fad @@ ol FEaml Eer araae @H gdls @8
el THA ATTATTHT TGS G |
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FAT AFT FIEAT:

eIl WIS TAT foe @IEHT Tl T Sebepl (TR qATas SRas Frafaer aNTHTuTa! STEmeaT q Jiaerd &fg qoo

gfTeTd T FEATIT ol AT STFeT FIH TTH g |

ATAEA (Write Off):

T T Ahepl (HATATRT AFRT GUF FIAT ANTHT AT & TAHHT HATER Sebebl AN THITH Boll FIALT /T

atafaer SEfaar e T Sl ARTHTCAT BT BXF AU T ARG TTH T |

Afeed] FUEEHT ATARGd T9 FT A TUH Folle® I9 FUH ATRT ST A@ieh TTH G |

SUICIE

THIEE ATAE @ (Held for Trade), Sehil fafqa®d a=or 9 @ (Held to Maturity) T fashier @it

IUAeT I (Available for Sale) =1 afiTepTor XU 3,

%) ATE Tt (Held for Trading) :

AT AT ATHITHT HeAHT B TRATHATE ATHT AT T I TS T | AT FITAATS ARG AR

HATHT T (Marked to Market) ¥ He®T g4 fwaTells AT/ A@€TH f6dTE @A d@mes |

@) sehl ffaas aRoT T @ (Held to Maturity):

W’rﬁ fAfaeR aTRuT T FHIHS ATAT (Positive Intent) T TR FATTEFH 9TR0T T Fa &9 (Ability to Hold

till Maturlty 7% TRUH T a9 a AT GG | SR Feferee g T TS Ielfgd dTd (Amortised

Cost) T (4XA F=T (Cost Price) ATE &fd (Impairments) IEITY) I@EUHT & | &S AR AT @A @S |

mM) i%rf%m AT FFT ST (Available for Sale)

M1 AT (Held for Trading) T sTehiit fafaqa® €Tor T @1 (Held to Maturity) STaid 9+ S¥q0 AHIATS

TG AN ACH | TN AHIATS ARTTH] A@ied TEeg | TN AR ANTAHRT aoY qed AT 91 fearars

STET (Reserves) AThT AN (Adjust) g | Prudent Accounting Practice SHIfTH @ANTANT aW(X §ed FEl

TUHT I (GT g TS TG BT ATRIATE @I TP G |

T TS SFehepl (HRTITHIA AT T ATEAT ol AEEHT (AT TAATHA T T AT TR ) |

feax gwafa qar g+

(%) feIT gvafa g™ FE 799 @l 3 |

(@) €.Y,000|- YaT FH AT T4 GEYMAe® GG TTF T9HT ISR @ STHTeua! g |

(M 2T FEI TRl R Fwafael AATT fers safuers A AT Straight Line Basis T STITTHT AT AT
fEareraT ergieh TS & | TSl 210 HE TRUH G | fow geqiae fewrg aafy Zem awitay fafo

T 3 |

fea awata y=fa et gamTafe
BITERER. oo Y g
AL LI F-2 TR Y g
AT ATITEE. ..o Y g
FFETEE. ... Y aT
fstt wnfcaaT w@ar sae /. ¥0 T

(%) fratomefi ot avata, feox avafa afaar anfir figusr Tedies T anfdes wara sifer waRT [ufeoer gvatae
ANTAE®RATE GStTa (| (Capital Construction) AT I@TEUET g |

T Sfry rafaes SIS ATl TEH (iaT T AT AT ATt a9 Hed 9 FH g AGHT HedThd TTH g |

T TG el (afeTa qatlares X by wvafaepr onfn S e s g |

?l"h?a'a'( CE

FFYET HEAIL ATGHH [AQT AR @Ay A1 THSAILH TAN T TP (HIdATS AT AT GSiied TRIH G |

0 gedewag faviees! fawrs dafas! AT 9iefia™ (Amortization) g |

gf{eiie™ (Amortization):

ATHRT AT feqmEHT Straight Line Basis T ATITRHAT d390 ¥ITAeed! [cals dafd daR @ ARGUH g | d59T

FrIaeed JANT 9% HUHRg Geidd T9 9% TRUH G | & grarae! cdrg saty Meamar farer afar g:
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fAsTElee TFafaT YUH @9 ¥ a9 (AT a7 YR o9 @t S #9 g7, diel AaiaAT Straight Line Basis &1

TATTHT qICLTE TR |

Wr&g%m:

(%) =90 FN: FUATN o= T Sebare @ard HOqT JREH TS GHIAT 5 o TARUH g |

@) IJUEH: Tkl FHATY Ta7 fafrormraedt autaw Sua & o afrca wnfud 9uen s sm@redT T S
AT @A I AAHT HITH] T TH G |

mtﬁﬂ'ﬁ:

fafeera wemdt et S fafaegar AT e YReT WUHe |1 @ig TH FHIHT @ TR g |

HATHT YqEAT:

ATAFT I BT FIRIST I T WF F (Deferred Tax) # AgaTs JATSed |

AIFT UH, 045 ATHR TUAT T ATHRIE ATIRAT &1 GHRIST T9 HLH IHT ATTFLH AT FFT (Provision)

e |

Deferred Tax (¥R &X): ®NH FXE€ ¥ qdT AR ATIHAT &R TNTEHT FT 80 | facid faor dqame!

FEqRT qAT AAH] THA TIT FLATIR A= Tl H5 FoT g4 J&Ifl o= (Temporary Difference) & Ul

ATTTHT HSAT & FL AMAca AT ATl TN Tl I 9T TH FHIH] AQIHA TTH G | &AF HL qHIra qaem

e ATYH TN AT JF A0TSR A= THRAT g T "IEl aepl AT UAgGT AR TEHbehl HThl a al

BTAP] FHl X AN & ATATT TTH g |

o=

fasT =il Wbl g¥Ueiiee RATTHT [dieedl ITed Aol ATITH] FHFIAIH GFIciiel ROHT a1 Afd A FAaH

feAT STRIT | 9vaT & Teal WU &1 Ja @ TUH g | Taiaa graveid aea fataa fast arfaea ofidear

fafaar faaorar gaTereT wfwe & |

fIs sRTiE® ATl wepl WSATqHT [T @meiat yred g+ WY fafi @9 T wedl faw aifaes = aigwig wiivua

g | fafasr @=ies dma Twafasr &9 (Qualifiying assets) TIeT THTEST g9 AFATHT AT8e Tord HTWT AT (Eamar

ZETEuS g | fafag areTew afrca SeT 9UF S@d @HHl 9T @A G |

oI fool JhTIes fool TEavdl ad FHIGA Straight-Line Basis T TITRAT @@= THTEUSHI §, T9 A8k A% Ad!

JHTEFT g AT HIEaTeT STHRT TP SATATCHT STHT HIET THIH @ TATSTH G |

LT, TAFATAT T A aeafe

bl faTdp PRATHETIETE GolMT TURT AT (STHHI AT AR GR Aa9TF Wl T qMMed ThH (Afv=d

T Hagg) AT TGRAT Tl G | GFAT TICT qAT AqH ST (THHT AT H[qAbl R AAF Tad daag)

ATE AT qRIC A= S@IEUR & | AfS ST R g7 TEATEAT g AT % aw] a7 S THieTd

TR & |

FEATTaa wrate fafaer faaomT SRR TRTHT G | G aETET S (atHa ®9HT et G aTeaaHT M

Tl T ATIF TZaT TS g GTTehl JUHT %] TV ¥ Feafedd Wl Uiad qU& THIAT d@ise T g |

Sfedfed FXRaTe a1 g7 e ravaa! Rale Uaede draldadl Al el atel aiicd ITefivear eraie

TRUH G | TIAT FATe L& TRHTCH ATANNT qT! Tl qiar THT AL G |

araaa fafq afowr gaamEs

AT Afq afgar Tedet e dE a9l Iidda HeAret gd, 9 aEdrd Widete faxia fHaer S e At

AHIEA TS fRfqew &= afed g7 |

7q afeEaT, JEerd (faTeard ufed g9 GRT a9 Gecaqul SadTeRdTs SO ST g T a9es o@r faequfier

F&T 30 AT IUY<h TIAT F&IT TUH G |

WWHW:

T T FITATH! AT ATTITRAT AT FATT TR TTRERATE ANTH0T AT THANTHLIT T |
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A Hedd! feamadT U g T faxia Haorer o= ¥.9% A7 3@EuaH g |

FHART A HGEAT:

MY TGeH T ATRIH Q0 FTT THH €.%,%,05,990100 FHATY AMEH AN FaATGUH 3 |

FHAL JEAE W

Sehel HE=TE FaT fafTaaTaeiiel T SEATTH FHATNATE AT HAl JuAe TS ATLIT AUHIT STH U, 0¥5
o AT THT ATATH BITH AT T G |

JUSH R

AT A AR BT (BT AAHI FI) AT TREUHT FIGT HTHI HISGTT bl HHE GG AT awifore
qrebebT ATTCHT JTRICA AT 1 fafer i o fvwerr Suam afiea (Fafd QU Temg 09 TFIAT €. 89 LY, R3995)
N AN T 3 |

Fed ITA TSN

Sl QUAT ATIF AT AT T 400% EHYT TATHT TN FETH SAREHERATE 093 ATE FHT=ITFT
greT AR T ® %049 43 340100 I ¥.9 $IER TS v 3Ereua g |

LTI SHST:

AT A SFhbT (AT Ak a9 aUebT ATRTHT R0 FTTT THT & 43, %% U, ¥ILI00 TTETX SST BT
U 3 |

fav s |

A T FpaTe S AT HEAT qR/06R /93 FHINH S[HFT AT TIATSTATERATS FaATfed Foliehl TALE AT/
TAXATIAHIHT ET TSN TUHT AT THA & ©3,95,000100 ATE 9T SRIST HITHT HIRTH |

T‘Eﬁl’ Hadag H:

At ave Fvawl faqefll ARl THHeAiRIare AUH AR & 3¥,05,¥5R100 & W Jqqd A & 5,52, 5900
AT TG Fehepl (HRTITHT WATF ATHT AR T(SHIE GATEIHT @ oGl TET T2ag PHITHT ATTH ) |

T FHET B

fafq 2063 aTTE 39 QU TATE R09%) AT AT THIAST FITHT TAT UL Sl (GTH & THIH {aHier AT
JU AT Hl % ATIT & ,%0,90,30%100 TIT THIH [l AT IJueted AMHIS! AN T T Heddl Fid
THA  9,3345,¥05100 T e &, R 9¥,R5, {3100 Wl G | AU T Sebare JI faferet ¥ T o awiford fashret
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T U< | Skt AT fafuare T T faer At Sueter aieTE iRt ARTAHT SRR T T g | AT,
03 /93 T & Y 5R,00%100 AT THHNH HIYATE ATHl A4 qighie feqraar frdr amivusr & | araerder
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faawon 097 HATT AATAGFHH! | T€ a9 I0 | Q003 JAR AATAGTHHT
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STHAT 33,¥90 (4,85R) 9 ¥ 35
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A %39 TITTq ALHl Seperl @IfacadT 4 | (I F GEOe TEAHA] BT ITh AP ARTAeTs TS
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JAIFT et fowgsw:

Sl AT, R0U9 /4R - R0UY /YUY (BTEHW), 048/ U5 (FT5HW), R0%] /SR (BT5HW), R0%] /R, R08R/83, J083/%Y,
R0%Y /%Y TAT J0SY /0%& HT A faawwr qrarawy faamafud qeree #Y wEgdic AANEITH AR THTS & <
FAE 9 G (TS T 9 qled) AT Begdie TCH g | T 1.9, 20l qEevedl [qieuas qiH AT TaT oAais
TRUHT FXATTAH AT THAATS THATANT T 7 THA & 0% 3R 90100 ATE AR AT fe@TadT & @aar
TOHT S@IEUHN g | 91 A9, gl qraegdl F FAAIare 99 AR 9UH q97 [oa7d oa1.d. e&dr aqg=1 ¥.99 1
@ISR TFATAT AR A ATTTH THA & 8 FUS &3 AMG TH ATT.AT E2ETH J |

A1 F. R0%0/0%] Hl TFEIIHT SAT FETAT FATAIA & 49,43, 29%IUY IT F THA AN TH g | ITh aTd THHAEF
TEIRHT ATIT ATAIRLTH] RHAT (%5 SFebel FaTod AGTATHT HeT AR TLHT G | ITh &l TTHT THA qeTierd
e S=aTa AMET ¥.9\ T IWTSUHT @ | 6T ATIq bl gl WRT & 0,30, U100 STFAT TLH ) |
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HT @RS & | G7 a9 el g0l @0y & §%,%%,959 /- FTFAT TLH G |

frir Headl Twaprel &Y 99 AT faeg o Ewar TP G | el AT, 099 /9% TEAH SAW F (AT T Zar
FLETAT BIATATHT ATAHL [T AT IS gl Tl G |

Sepel ATRAT BT I fdT T FT AUE G |

A= HEITH! AT ST AR

Al FgTiUee Arhe fafide:

YT T Sebepl (LT THITH, T SFebel & 90 FUSH GEATT FATHT AT (IF I9 9T qTH &, 3 B Aled)
T v dfebe e O dEH FfUde Wehe fAfide WTIHT T F | JMIee (g R0%9,0% /93 97 A9
frdr arEaTe fudr FEEe (@ SE0) MEETEe 0%y dedd GeuTeT dTAta I T g |

FeHt wgfaa fachim w@en fafree:

A& Fhel HIZHITIZATE ATARATS AT T FoaTeAT T &, 9 HUS TUAALH] GRATIE SITHT AT T 8 bl
forcfier wamer ot et aefas faxfir wea fafaas et g | 41 e FFIwe T T SRare fAfq 0% /99 /%3
AT ATAA I T g | AEHT Tefaa (i qea1 [ eHT qaamamure 30% U @MHed Wl g |

FeHT W ®UE - q

AT Fehol JaAGehcd qAT ALH] FAMISA HIhe [ATHIGHI HATATITHT FTE AP ALH W] HUE - § AT AEHT Sebel
% 940,00,000100 FAH! TH G | ITh FISH THEEE AU &b TFT=TH gi=ed TR g |
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gfermat @it s WeRHT: (Advance Againist Bullion)

Shel ¥ TeTe 09% AT AT (FF/T0E) FT AN & ¥q0.8% fAfqas afom shrt T T 9918 a9 ¥.9%
AT AT ST G |

graedid 9aT FET:

Key Management Personnel & @Rt & sr.a. A1 &xfaqfd amaast woee! faawor:

TG AT FHATNEE (THE FAFR AfTEd a1 570 FAFE GRHIFTOEE) AT el ddfasl FH=r qiaar
AR AT F. J0WR /93 AT TFAT & Y0 Y30 B (ATFed! ¥ & 34,030 EAR) YR TLH G | T Afqh Ieeeel
Sl FHATY GaT fafraaractl T FH=T a1 T 9Tt a3 qfadres g ey g |

FaT At TIATAPI, ATHT FATTHT AT TACPT ATETHT FHATIETATE STRIHIHT HATAT TR G | Fehebl FHATY o
fafaraTaeieT @ T ATER FHAER qiadl d=aid JIRTH I3 el g |
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Fepel T AR T ATRET WeaT ATET ATM 191! oTiT fafies quardr qgr aenrar T &, S avadla e

>

FL/ FERIAHT Jeol@ STTFT ITE® ATHR ToAAT [GUT 9T I Alepeag) | Seber AFTHT @IS T T ToaTel Tl
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T ESITCHT
feraoT THA
FAT JATE 93,3%,0%,953
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AT ATAGT -
et arfacamn afvadwar aw:
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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 3,039,229
Calls in Advance 605,754
Proposed Bonus Equity Shares (including fractional bonus shares) 1,155,436
Statutory General Reserves 698,908
Retained Earnings 4,818
Debenture Redemption Reserve 80,000
Core Capital 5,584,144
. Tier 2 capital and a breakdown of its components;
Particulars In NPR ‘000
Subordinated Term Debt (8% Laxmi Bank Debenture, 20726) — (discounted at 60%) 240,000
General loan loss provision 444,763
Exchange Equalization Reserve 27,429
Investment Adjustment Reserves 29,518
Supplementary Capital 741,710

. 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% Laxmi Bank Debenture, 2076

- OQOutstanding Amount NPR 400 Mio
- Maturity 4 February 2020
- Amount eligible for Tier 2 capital fund NPR 240 Mio
(discounted at 60%)
. Deductions from capital :
Particulars In NPR ‘000
Investment in equity of institutions with financial interests 250,327
Total 250,327
. Total qualifying capital;
Particulars In NPR ‘000
Tier 1 Capital 5,584,144
Tier 2 Capital 741,710
Deductions (250,327)
Total Qualifying Capital (Total Capital Fund) 6,075,527
. Capital Adequacy Ratio;
- 11.15%
. 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.

Main feature of the Subordinated 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
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e Risk weighted exposures for Credit Risk, Market Risk and Operational Risk;

Particulars In NPR ‘000
Risk weighted exposures for Credit Risk 50,096,972
Risk weighted exposures for Operational Risk 1,982,762
Risk weighted exposures for Market Risk 29,902
2% Additional RWE under supervisory review 2,084,385
2% of Gross Income under supervisory review 294,838
Total Risk Weighted Exposures 54,488,859
¢ Risk Weighted Exposures under each of 11 categories of Credit Risk;
Particulars In NPR ‘000
a) Claims on government & central bank 0
b) Claims on other official entities 540,531
c¢) Claims on banks 912,309
d) Claims on corporate & securities firms 24,418,821
e) Claims on regulatory retail portfolio 3,227,387
f) Claims secured by residential properties 1,608,006
g) Claims secured by commercial real state 395,355
h) Past due claims 1,422,970
i) High risk claims 8,190,659
j) Other assets 1,651,676
k) Off balance sheet items 7,729,258
Total 50,096,972
o Total Risk Weighted Exposure calculation table;
Particulars In NPR ‘000
Risk weighted exposures for Credit Risk 50,096,972
Risk weighted exposures for Operational Risk 1,982,762
Risk weighted exposures for Market Risk 29,902
4% Additional RWE under supervisory review 2,084,385
2% of Gross Income under supervisory review 294,838
Total Risk Weighted Exposures 54,488,859
Total Capital Fund 6,075,527
Total Capital to Total Risk Weighted Exposures 11.15%

e Amount of NPAs (both Gross and Net) (in NPR ‘000)

o Restructured/ Rescheduled Loan
= Gross NPR 150,804
= Net NPR 233
o Substandard Loan
=  Gross NPR 32,247
= Net NPR 24,185
o Doubtful Loan
=  Gross NPR 39,475
= Net NPR 19,738
o LossLoan
= Gross NPR 102,184
= Net NIL
e NPAratios
o Gross NPA to gross advances
= 0.80%
o Net NPA to net advances
*0.11%
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e  Movement of Non Performing Assets
Amount in NPR ‘000

Particulars Previous Year | Net Addition/ (reduction) during the | Balance at the end of the Year
year
Restructured 155,901 (5,097) 150,804
Substandard 100,465 (68,218) 32,247
Doubtful 24,115 15,360 39,475
Loss 130,313 (28,129) 102,184
Total 410,794 (86,083) 324,710
e Write off of Loans and Interest Suspense (in NPR ‘000)
= Loan written off NIL
= Interest written off NIL

e Movements in Loan Loss Provisions and Interest Suspense
Amount in NPR ‘000

Particulars Previous Year | Addition/ (reduction) during the Balance at the end of the Year
year
Loan loss provision 586,617 138,699 725,317
Interest Suspense 87,834 9,724 97,558
e Details of additional Loan Loss Provisions (in NPR ‘000)
Additional Loan loss provision NPR 3,393

(Includes loan loss provision in excess of the regulatory requirement)
e 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

- toplevel 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

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.
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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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