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BAKER TILLY
BANSKOTA & CO.
CHARTERED ACCOUNTANTS

46, New Plaza Road
Putalisadak, Kathmandu
INDEPENDENT AUDITOR’S REPORT PO, Do 5037
TO THE SHAREHOLDERS OF Nepal

: ; Tel: +977 (0) 1 4440935, 4442044
Prime Commercial Bank Ltd. Foxs 2977 (0) 1 4440928

banskota@ntc.net.np
www.bakertillybanskota.com

We have audited the attached Balance Sheet of M/s Prime Commercial Bank Ltd. as at 32" Ashad 2067 corresponding to 16"
July 2010, the Profit & Loss Account, Cash Flow Statement, Statement of Changes in Equity of the Bank for the year ended on
that date.

Responsibility of Management

As per the pronouncement of the Institute of the Chartered Accountants of Nepal, the responsibility of the preparation of the
financial statements lies on the bank's management.

Our Responsibility

Our responsibility is to express an opinion on the financial statements prepared by the management. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statements presentation.

We conducted our audit in accordance with Nepal Standards on Auditing (NSA). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
We believe that our audit provides a reasonable basis for our opinion.

Our Opinion

With regards to the prevailing Company's Act & Bank & Financial Institution Act, we report that:

1. We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for
the purpose of our audit.

2. In our opinion, proper books of accounts have been kept by the bank so far as appears from the examination of those
books.

3. The Balance Sheet, Profit & Loss Account, Cash Flow Statement & Statement of Changes in Equity dealt with by this
report are in agreement with the books of account.

4. In our opinion and to the best of our information and according to the explanation given to us and as shown by the books
of the Bank, have been correctly drawn-up so as to reflect the financial position of the Bank:

a. In case of the Balance Sheet of the state of affairs of the Bank as at 32" Ashad 2067 (16th July 2010),
b. In case of the Profit & Loss Account of the profit for the year;

c. Incase of Cash Flow Statement, the cash flow for the year and

d. In case of Statement of Changes in Equity, the equity for the year.

5. In our opinion and to the best of our information and according to the explanation given to us, the Board of Directors, the
representative or any employee of the Bank has not acted contrary to the provision of law relating to accounts nor
caused direct loss or damage to the Bank deliberately and have not violated Directives issued by the Nepal Rastra Bank or
acted in a manner that would jeopardized the interest and security of the bank and its depositors.

6. In our opinion and to the best of our information and according to the explanation given to us, the business of the Bank

appears to have ,géryk:éhé‘u‘a(ed satisfactorily and the capital fund of the bank is as per Nepal Rastra Bank's Directives.

Sy

T \
CA Mukunda Dev Adhikari
Partner
For Banskota & Company
Chartered Accountants

Date: October 11, 2010
Place: Kathmandu
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PRIME COMMERCIAL BANK LIMITED

Disclosures under BASEL Il as at 32.03.2067

1.  Capital Structure and Capital Adequacy
> Tier 1 capital and a breakdown of its components:
Core Capital (Tier I) Amount (Rs.)
a. Paid up Capital 1,100,000,000
b. Calls in Advances 163,755,000
c. Proposed Bonus Share 110,000,000
d. Statutory General Reserve 99,140,866
e. Retained Earnings 65,504,301
Sub-total 1,538,400,167
Less: Fictitious Assets -
Total Core Capital (Tier I) 1,538,400,167
> Tier 2 capital and a breakdown of its components:
Supplementary Capital (Tier Il) Amount (Rs.)
a. General Loan Loss Provision 140,718,634
b. Exchange Equalisation Reserve -
Total Supplementary Capital (Tier II) 140,718,634
> Detailed information about the Subordinated Term Debts
with information on the outstanding amount, maturity,
amount eligible to be reckoned as capital funds: Nil
> Deductions from Capital Nil
> Total Qualifying Capital 1,679,118,801
> Capital Adequacy Ratio 10.67%
> Summary of the Bank’s internal approach to assess the adequacy of its capital to support
current and future activities:
a. Internal audit department regularly monitors the adequacy of the capital.
b. The capital adequacy is also monitored by the management and Board of Directors on periodic basis.
> Summary of the terms, conditions and main features of all capital instruments,
especially in case of subordinated term debts including hybrid capital instruments Nil
¥ q9l aIffics Ufddcel 06&/0&©
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2. Risk Exposures

> Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

Risk Weighted Exposure

Amount (Rs.)

a. Risk weighted exposure for Credit Risk
b. Risk weighted exposure for Operational Risk
c.  Risk weighted exposure for Market Risk

15,039,793,126
631,128,006
58,993,928

Total Risk Weighted Exposure

15,729,915,060

> Risk weighted exposure under each of 11 categories

PRiMEBANK LTD.

Ursa asalHaet dos ETonds

Credit Risk Claim RWE
1 Claims on Govt. and Central Bank 3,383,032,576 Nil
2 Claims on other Financial Entities - -
3 Claims on Banks 2,152,161,326 433,041,279
4 Claims on Corporate and Securities Firm 6,372,748,754 6,309,304,701
5 Claims on Regulatory Retail Portfolio 1,227,655,646 646,006,239
6 Claims secured by Residential Properties 1,101,039,851 660,623,910
7 Claims secured by Commercial Real State 2,792,301,979 2,792,301,979
8 Past due Claims 29,970,969 22,478,226
9 HighRisk Claims 2,190,910,456 2,174,293,576
10 Other Assets 408,446,663 309,863,075
11 Off balance sheet items 3,716,400,123 1,691,880,140
> Total Risk weighted exposure calculation table:
Risk Weighted Exposure Amount (Rs.)
a. Risk weighted exposure for Credit Risk 15,039,793,126
b. Risk weighted exposure for Operational Risk 631,128,006
c. Risk weighted exposure for Market Risk 58,993,928
Total Risk Weighted Exposure 15,729,915,060
> Amount of NPAs Nil
> NPARatios Nil
> Movement of Non Performing Assets Nil
> Write off of Loans and Interest Suspense Nil
a8l aIfics Ufdidcel 0&&/060© CE
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>

Movements in Loan Loss Provisions and Interest Suspense

Loan Loss Provision

Particulars Opening Balance | Closing Balance Movement

Pass Loan 98,308,940 140,843,756 43.26%

Rescheduled Loan - 14,985,484 100%
Interest Suspense

Particulars Opening Balance | Closing Balance Movement

Interest Suspense 1,434,942 8,105,525 464.86 %

Details of Additional Loan Loss Provisions

Particulars Opening Balance | Closing Balance Additional LLP
Pass Loan 98,308,940 140,843,756 42,534,816
Rescheduled Loan - 14,985,484 14,985,484

> Segregation of investment portfolio into Held for trading, Held to Maturity and Available for
Sale Category

Investment Amount (Rs.)
Held for Trading -
Held to Maturity 2,036,102,535
Available for Sale 2,500,000

3. Risk Management Function

Types of eligible credit risk mitigants used and the benefits availed under CRM

Eligible Credit Risk Mitigants Benefits taken under CRM (Rs.)
Deposits with bank 207,057,796
Gold 1,070,866,034

%% A8 aIffep UfdidceT 0&&/0&O
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Risks Management Function in the Bank

Banking business is all about managing various risks inherent to the business for achieving its objectives
through appropriate trade off between risk and return. The banking business has various inherent risks viz.
Credit risks, Market risks and Operational risks. The bank’s risks management is based upon following strategies:

Identifications of various risks;

Clear understanding of various risks;
Proper assessment of the risks;
Monitoring and managing of risks

PCBL has its plan, policies, manual and working methodology in place to manage all kinds of risks inherent in
the Banking business.

To manage various banking risks, PCBL has established different control mechanisms including segregation of
duties amongst the staffs, formation of various directors and management level committees for different functions
and appropriate delegation of authorities to such committees. Apart from that the bank has strong reporting
system to minimize the banking risks.

Credit Risks

Credit risk reflects the potential inability of a borrower to repay a loan according to the established terms and
conditions of the loan agreement. The bank monitors and manages credit risks for individual borrowers as well
as in portfolio level. The bank periodically reviews credit concentration on different economic sectors and
diversifies its credit portfolios to minimize credit risks.

In order to manage credit risks, PCBL has established sound credit appraisal system and formation of committees
with at least three members in various levels of approval of final credit disbursement. The bank has Credit
Policy Guidelines and other consumer loan product papers approved by the Board of Directors and are strictly
followed during disbursement of any credit. Credit officers conduct regular site visit to borrower’s business
before and after disbursement of credit which has supported to establish sound credit risks management
system in the bank. The bank performs analysis of market trend including business trend, value of
collaterals/security and adjust in its policy accordingly to minimize any credit risks.

Apart from that the bank has developed document checklist of all required financial and legal documents for
each credit file to monitor all kinds of legal risks.

Market Risks

Market risks are the risks of loss resulting from change on interest rates, foreign currency exchange etc. PCBL
has established ALM policy approved by the Board of Directors to monitor the Market Risks. Under the ALM
policy, the bank has set up Asset Liability Management Committee chaired by Chief Executive Officer to manage
the Market Risks. The committee periodically discusses on the market trend, liquidity position of the bank,
interest rates to manage all market related risks. The bank periodically performs gap analysis of its Assets and
Liabilities to manage its liquidity risks. The bank manages exchange risks through positions limits for various
foreign currencies.

The bank has also made adequate liquid investment to avoid any kind of liquidity crisis. The bank also performs
gap analysis to monitor interest rate risks. The bank limits its exchange rate risk by stipulating position limit for
various foreign currencies.

Operational Risks

Operational risks are the risks resulting from inadequate/weak internal control process in credit procedures,
operational procedures and /or fraud resulting in losses. Operational risks in general covers all kinds of risks

A8 aIffep UfddceT 0&&/0&G %9
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except credit and market risks. It can be caused through internal as well as external factors. Operational risks in
the bank are managed through establishment of strong internal control system within the organization. The bank
follows operational manual and other procedures approved by the Board of Directors to manage the operational
risks.

The internal control system of the bank is managed in different levels with a principal of segregation of duties
amongst the staff. The bank has strong internal audit department to review the internal control system of the
bank and ensure that the approved policies / procedures are strictly followed.

The structure of internal control system and risk management function:
1) Operator Level

Operator level executes the transaction as per the defined procedures for the activity. For each activity the
authority limit has been imposed according to the level of staff and nature of the activity. The rights and authority
given to the operators in IT system commensurate with the nature of job entrusted to them. For each activity
there is a presence of audit trail.

2) Officers/ Managers Level

All the transactions (except deposits and payment up to certain limit) executed by the operators are
independently verified at this level.

Ensure that all the transactions are executed within the authority limit delegated and as per the defined
procedures.

3) Executive Management Level

At this level the risk associated with the various natures of activities are identified.
Set appropriate Internal Control policies.

Implement the defined control measures to minimize the risks.

Review the control reports and exceptions report generated by the system everyday.

4) IT Manager
The IT Manager is responsible for monitoring system risk and IT related risks.
5) Internal Audit

The Internal Audit function provides an independent assessment of the adequacy of, and compliance
with, the organization’s established policies and procedures.

At this level, the internal control performed on each type of transaction is examined. Its effectiveness is
checked.

Review the management and financial information system.

Review the accuracy and reliability of the accounting record and financial reports.

Recommend to correct the weaknesses / lacks in the internal control system.

6) Audit Committee / Board of Directors

Review the overall internal control system.

Monitor the adequacy and effectiveness of internal audit system.

Prepare action plan on the basis of the internal audit report and external audit report in order to strengthen
the internal control system of the organization.

%G A8 aIffep UfdidceT 0&&/0&O
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{'A' Class Institution Licensed by Nepal Rastra Bank)

CENTRAL OFFICE : BIRA COMPLEX, NEWROAD, KATHMANDU, NEPAL
PHONE No: 4233388 , FAX No. : 4233390,
www.primebank.com.np , e-mail: inffo@pcbl.com.np

SWIFT: PCBLNPKA
Pokhara Branch
Branch Manager: Mr. Sailesh Shrestha
Pokhara Sub-Metropolitan City Ward No.6, New Road, Kaski, Nepal
Phone No.061-531968, Fax No.061524291
Email: pokhara@pcbl.com.np

Dharan Branch

Branch Manager: Mr. Diman Shrestha

Dharan Municipality Ward No. 5, Mahindra Path, Dharan
Phone No.025-533049/50, Fax No.025-533048

Email: dharan@pcbl.com.np

Bharatpur Branch
Branch Manager Mr. Padam Raj Paudel

Bharatpur Municipality Ward No. 10, Chaubishkothi, Bharatpur, Chitwan.

Phone No.056-533240, 056-533241, Fax No.056-533242
Email: bharatpur@pcbl.com.np

Jiri Branch

Branch Manager : Mr. Praveen Shrestha
Jiri VDC ward No. 7, Linkan Bazar, Dolakha
Phone N0.993491043, Fax No. 993491042
Email : jiri@pcbl.com.np

Sindhuli Branch

Branch Manager : Mr. Kailash Karki
Kamalamai Municipality, Ward No.6 Sindhuli
Phone No. 047-520733,520632

Fax No. 047-520734

Jorpati Branch

Branch Manager : Mr. Ram Singh Saud
Jorpati VDC Ward No.2, Jorpati

Phone No : 01-4913388/89

Fax : 01-4913390

Patan Branch

Branch Manager: Mrs. Anita Pradhan

Lalitpur Sub Metropolitan City, Ward No.10, Lagankhel,
Phone No.01-5004037, 01-5004038, Fax No.01-5526588
Email: patan@pcbl.com.np

New Baneshwor Branch

Branch Manager: Mr. Geha Ranjan Joshi

SBJ Bhawan, Ward No. 10, New Baneshwor, Kathmandu
Phone No.01-4785260, 01-4490480, Fax No.01-4784864
Email: newbaneshwor@pcbl.com.np

Balaju Branch

Branch Manager : Mr. Shiva Raj Pant

Machhapokhari Chowk , Ward No. 16, Balaju, Kathmandu
Phone No.01-4354181, 01-4386906, Fax No.01- 4386909
Email: balaju@pcbl.com.np

Shorakhutte Branch

Branch Manager : Mr. Sanjaya Karki
Nayabazar Chowk , Ward No. 16, Kathmandu
Phone No.01-4388834/35, Fax No.01-4388833
Email: sorakhuttya@pcbl.com.np

Manakamana Branch

Branch Manager : Mr. Sudhir Thapa

Namuna Manakamana VDC Ward No. 3, Manakamana
Phone : 064-460203

Fax : 064-460204

Ason Branch

Branch Manager : Ms. Rabina Tuladhar
Ason, Ward No.30 , Kathmandu
Phone No. : 4222678/4221678

Fax No. :4221934

Up Coming Branches
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