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To accelerate the infrastructure development
and bridge the financing gap in infrastructure
and its allied sectors in Nepal, Nepal
Infrastructure Bank Limited (NIFRA) is
established by Banks and Financial Institutions
(BFls), Life and Non-life Insurance companies
and other private sector leading entities and
team of entrepreneurs in joint participation
with the Government of Nepal (GoN). The
Bank is working across the infrastructure
landscape to act as a catalyst for building
long term and sustainable infrastructure-led
economic growth in Nepal.
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© This annual report covers the Financial and
Non-Financial achievements of Nepal Infrastructure
Bank Limited (NIFRA) for review period 2019-2020.
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Introductlon

@R [FEFE AN AqFH  Agd  faard
AT FOAT AR g GREMaeh a1 TATdReh!
(AT arEeas [ Ted qATee AT
TIT =Rty fadqasiRare &9 aRTdH qHR]
qaT TSI 95 AARR! ATGH, AT T ATHIISTD
T BT A &y |

Led by the vision to be the nodal financial institution
of the nation for infrastructure development, we
are moving forward by bridging financing gap and
exploring innovative financial solutions to leverage
government and private low-cost capital from
domestic and international capital market to building
economic, supply-chain and social infrastructure in
Nepal.

IoTalifam feem

Strategic Direction

@ Vision

AR fadr&et AT Al qea faxg F&1 g1 |

To be the nodal financial institution of the nation for
infrastructure development.

KA

Mission

n JATIRET AT 99 T &1 T |
n foPTEHT TRATEAT @18 IINR T4 AEeF fadrd
T AT |

n To accelerate investment in infrastructure.
n To bridge the financial gap for unlocking development
potential.

Promote Raise
Public Private Stable Long-term
Partnership Capital

Private Sector
Participation Partner

Encourage Become Liaise

Lead Financing to Mobilize
Blended Capital
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We are committed to contribute for building modern

and sustainable infrastructure in Nepal.

Mr. CHANDRA PRASAD DHAKAL, Mr. LALMANI JOSHI, Mr. RAM KRISHNA KHATIWADA,
DIRECTOR DIRECTOR DIRECTOR
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Directors' Profiles

Mr. ANUJ AGARWAL,
CHAIRMAN (MBA)

Mr. Anuj Agarwal represents in the Bank's Board
from 'Vishal Group'. He is one of Nepal's most
dynamic entrepreneurs and thought leaders.
As a serial entrepreneur he has helped found
companies across various domains including
Infrastructure, Industry, Power, Education and
Retail.

Highly passionate about the socio-economic
potential of Nepal, Mr. Agarwal has spent
decades working across various institutions in
various capacities, including as Vice President
of CNI, Founder Member of EO, YPO, and
been invited as an expert consultant across
various Government, NGO, Bilateral and other
frameworks. Mr. Agarwal graduated in 1996 with
an MBA from Vanderbilt University.

el A7 IS AATersy faenet yuerr yfdfafae e
Fepepl AATCAS TTATTHT Y& AT T | el ATerH

oo

YR Fermae Wbl Tfeeiier Iueierr sqaT givfer
eS| AUATasdd AT FAANAE  Sirade
IR fafa=r &t Sewes S qETaR, S,

d’»

Mr. SHREEKRISHNA NEPAL,
DIRECTOR (M.A. ECONOMICS)

Mr. Shreekrishna Nepal represents in the
Bank's Board from Ministry of Finance (MoF).
He is Joint Secretary of MoF, Government
of Nepal (GoN). He is presently heading
International Economic Cooperation
Coordination Division (IECCD) of the
Ministry as a Divisional Chief. Prior to joining
the IECCD, Mr. Nepal was responsible for
the management and strategic oversight of
operations of Department of Customs as
a Deputy Director General. Mr. Nepal also
held positions within the Ministry of Health
and Population as a Joint Secretary looking
after the Human Resource and Financial
Resource Management Division and as
Deputy Financial Comptroller General in
the Financial Comptroller General Office.
Mr. Nepal holds a Master's degree in
Economics from Tribhuvan University
Nepal.

FEAAF A HEW AUTAsd A9 AVER,
IAFAITAT BT AU B | el Fearad gerS
T B A HATAT Al SRy e
WAl HY HETTETh HETEl THEH!

3gor, forenm, e TEAET SEET UF FEOHES
TITIAT T Fehl FoATATHT TR ATHFT Gor TR
T | AUTAR! FTATNSS UG Aeh GEATIAESIT

FIHT FIART S | Sal T AU GRHIRepT
qIId T | SEld TR TRl e

s (e o7 sETesger e g6 fatee
T AR B | IET & A9 AN afe=w (CNI)
F IUAAL gTHT AF EO,YPO T wfdfesa
HRATEEH] GLATTH I FHA BT HUH g | Iald

TR FTHT H1 T TTH G T
@RI AT ATGEAT TATATHT G araaeh!
FAAT FHAT FATIT 9@/ AT Fmh
HETETHT T3 REH TCH G | TGH qTe
weTEl Haee FAeaHT AEd wererdr

foo fastept aUHT SUTeT AR, g HTHMET G,
el ¥ 9= FHAdEHT T T g F TR O
U B | AT FUATasge Vanderbilt University aTe
T 9%%& A1 MBA feiT atfaa 79U 3 |

fa=edl AT 0T I TWH dH9T
BT T WG | el AAMTEHAT A
faeafaemaaare TaeER T{I0H G |




Mr. CHANDRA PRASAD DHAKAL,
DIRECTOR (B.COM)

Mr. Chandra Prasad Dhakal represents
in the Bank's Board from IME Ltd. Mr.
Dhakal is Chairman of “IME Group”
Nepal. He is a successful businessman
of the country and represents
several organisations in different
capacities. IME Group is renowned
business house particularly known
for Remittance, Banking, Insurance,
Hospitality, Hydropower, Automobiles,
Infrastructure, Cable Car etc. in Nepal.
Presently, he is the Chairman of
Global IME Bank Ltd., IME Group and
Chandragiri Hills Ltd. He is also Vice
President of Federation of Nepalese
Chambers of Commerce and Industry
(FNCCI) as well as Honorary Consul
of the Republic of Indonesia for Nepal.
Mr. Dhakal holds Bachelor's degree in
Commerce.

FT gfafdfac T ST FeTerd afafar
TET TUHT T | el "uTAeh] ATE T
AANIF BAT A5, TH. & I (IME
Group) & AAET EE | I8l AdTThl

Mr. LALMANI JOSHI,
DIRECTOR (MBA)

Mr. Lalmani Joshi represents
in the Bank's Board from
Emerging Nepal Ltd. He is retired
Secretary of Government of
Nepal (GoN). During his service
period of more than thirty-five
years with GoN, Mr. Joshi had
served the government in
different capacities Presently,
he is the Chairman of Swadeshi
Laghubitta Bittiya Sanstha Ltd.
and Emerging Nepal Ltd. In the
past, Mr. Joshi had served in
the Board of Himalayan Bank
Limited, NABIL Bank Ltd. and
Nepal Industrial Development
Corporation as a Director.
Mr. Joshi holds Master's degree
in Business Administration.

qeree AT ArAHOT  Sireisg
TS SRl GATAF FIAITAT TEd
TUH T | I&l AU GLPR hl
afera qeare & e wH=EmT

UiAfsd  SAFETardl FOH1 qRET E
2 g 5

Y AT FI-SEHT AEE RS |

a1g. tH. 5. 99 fada: e, S,

g1erg | Seldl [AerAdl Jardr
M 9Y T FgerHl AT el
B | I8l a1 Waell aiad faxg

AT, qAIH &, ETESMTER, HEMETS,
AR, FAARR AATH FTATTGEH
T T | Iel Bl TG ASUAS Sk
for, o T\ g 9 qAT AR e e
T AHT gAHN AT TIA UM Ao
HETHE ] IUTAE T U Fre[=(aaTH
AT TATAR] HETAIAGAH FqHT THA
FIRA g1g7a | e fa. FH. (B.Com)

PERCALY

THAHT S R B T TUH G |

geqr fa. ¥ gwfsgm que fo
F AT EAEE | faaAr el
T 99T AR faer e
TATAE TS P AR TTH G |
e wH. fa. w (MBA) IRl
I=a e grfae T 9UH G
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Mr. RAM KRISHNA KHATIWADA,
DIRECTOR (CFA, ChE, PHD Scholar)

Mr. Ram Krishna Khatiwada represents
in the Bank's Board as an Independent
Director. Mr. Khatiwada has 18 plus years of
professional experience in project finance,
infrastructure finance, energy finance and
project management. Additionally, he
has experience in managing investment
bank & financial institutions. He was
associated with NIBL Capital Markets
Limited, Hydroelectricity Investment &
Development Company Limited (HIDCL),
Office of the Investment Board Nepal (IBN),
Electricity Regulatory Commission Nepal in
various senior and leadership positions.
Mr. Khatiwada holds Master's in Business
Studies (MBS), Chartered Financial
Analyst (CFA), Chartered Economist (ChE)
and Certified Public Private Partnership
Professional (CP3 Foundation). He is
pursuing PHD in Infrastructure Finance.

e AT THEST  @lqassd @A
& AUF B | FETET qRASHT, TR a9t
JAT AT, GRATSTAT faehry qar sga=ama=
AT GeHTEHRE  ddT ISRl &
95 a9 AT TG FE TH ATAT T
T | JEA TAASEATS HMIed qehe [,
EESIEHAIGE  TeAHE UUg  SHATH
= & fa @ drg, fama e s
TAITR F=A dAT Aqcasl  d@Hl
WX Y TWH AT G | q@rd TH. fa
T, (MBS) ® 9=a frem erfaer T et
TTREEFR  HTeAgAT  fauergr  Ifwed
qUH T | qEl A BIEATE  TAE,
AEE THMIAT, idhige dleds TEH
IERAT  Yhedd (F 3 devedd)
FHA FEs |
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Message from Chairman, Anuj Agarwal
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cltlyHoX?
T AU SRR FR eb fAfaageT SI-T aTftie ATmRoT
FHTHT JUTEAT AT STARGAT HETAATE e, T TATHT
EHT AT TR T e AUHT dF AeATATH
yiatiasd, faaae Hemer gidiqtasass, awe
TEMIREAFT UF SFH] FERT  FHANEE  AAd
IIMEIT G AETHTEEeds d=ardd drAfd T HA
AR dhare a9 TRATHT FATHT Blfesh @

ey |
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qUIE IREESH MR 91T geanr ¥ faeand,
fehTaE®e! AN T TelTeheurdl haeasd ATTH!
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ST TRIST IS T ATAA e dl B | T9
SUAETATS FASATCHE Tl AITe Fe@Tad 9T a1
YEANTHT AT | TB(E2Y(q BMfash AWR o<h Tag |
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qAe! faTT e faepreest T qatae aRkarsHee
e IEYUHT T T 79 SAebel AT AATTHT HeAd:
TATAT T ATALTEF g 0N ATETHT AATAES
HNTPR T Afqq Wl G | TAEIRHAT FRETT Al 3
TraTa ErIhTAT UTeT g FfAHReashl GIAr=radr ST
THER faw 27 | qaTaRer AT desid 9% w18 geed

o

T T T4 S JSTh AATHETH! AT T
ET ATETH] FIATGAT FTAFT TAI ATIRTIATATS
ATCHATT e Aehehl IMSATCHE TAATHIIHT (G917 ST

faguat g |

bl GIET THAAT {q TeshT TRFREe, ATAF HATAT
7 faumTes @ faereTfae arheRes, IRRIE T %
JoT faxirg ¥ Ud MeeedTs qR=d 95 9w g
A 9 TR ATHT G | Awaeined faq I (IFC),
et faepra S (ADB), TfGa= SRR A H

b (AlIB), Department for international development

Dear valued shareholders, distinguished representative
from Ministry of Finance, distinguished authorities from
various regulatory bodies, external auditors of the Bank,
and all the employees and members of Nepal Infrastructure
Bank Limited family, | Anuj Agarwal, would like to extend
my heartfelt welcome to each one of you for your gracious
presence in this remarkable occasion of the 2" Annual
General Meeting of Nepal Infrastructure Bank Limited.

| feel immense pride in sharing with you that today
NIFRA is being recognized as a leading banking partner
for financing infrastructure projects in Nepal and this
has been possible only due to continuous support and
trust of our valued shareholders, valuable guidance and
support of Ministry of Finance, Nepal Rastra Bank and
other regulatory authorities. | deeply thank you all for
this support and guidance received and | am hopeful to
continue receiving the same in the days to come for taking
this organizational achievement to new heights.

Strategies taken and Experiences gained during
the Review Period

The Bank came into being with primary objective to
raise financial resources for constructing and operating
infrastructure projects which are essential for the nation’s
sustained economic development. Therefore the Bank,
during the review period, mainly focused on developing
and adopting the best practices that are required for
conducting our business activities as a strong and resilient
infrastructure development bank. Making safe lending in
infrastructure sector and ensuring long term returns from
the same are challenging matters in themselves. The Bank
has given utmost priority in enhancing its organizational
strength, with a realization that adopting global best
practices is an undeniable necessity for a Bank like us
which is mandated to operate within Infrastructure space
alone.

Within a short span of time, the Bank has been able to
establish sound relationships with all three layers of the
Government, concerned Ministries and Departments,
Development Partners, International Bank and Financial
Institutions and Multilateral Development Organizations.
The Bank has partnered with organizations such
as International Finance Corporation (IFC), Asian
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(DFID- Nepal), GuarantCo SRTII ek (HeTagaT sSebel
T IR FATARI AT [ATTeEHT bRl AT
ATIITEF FTIEE A TeTTH! F |

Sl AT Tatafaers S=d faead et T
ferdT UF &1 T MIRTERl ATITAATH Ik dl
FIA TA-TRISA ATELAF A q97 Frafataes Jar
T AT] TH AT FHARIEEH WA ATTIET TR
T THT GiEuR @ | S AGATIT TRl HrATET
TR ATHT g TAT WA TS feemeH@ 9%
TRIHRATATEE AW I8 ST T AR TR AT
TH G
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Fehel AR I I T qR=et=TaT fa=rr fa<irg
ATAETART H¥eh JAHV dqqAvad T Waefl ¥
faraelt o aeiame &ra 9T T THAT ASATHHT FTH
% R0 Fa&! NIFRA Debt Fund 9T T+ ¥ fqaeft
fa a<IeAT Green Bond TRI T & % (@ fqaams+
F RSN TGTEUHT B | AT FTAEE (HAHTAHRT (Hebraara
SHfTHT TRUAT WH B | dbd GrHFAT  ToT
Gl @ el fad aemar = Jn g

g | GfRET FEtAr ST ® W e, Skl
(AT / T - ATATSHT STATaed, e [FAsrgoe ud

I I A T Y T ARATAAEEAT B, & A boll
HHRd A% TYO S H9Il JaTe AUH ¥ |7 q99Tq 3
FET URATTATBEHT 99 %, R A S¥ FRISH Hol Elhd
TUH 3 |

cfufdl nlo

SF AT AT AAAEF AATEaATE Ater T faT
qU FIAT TAR AUH B | Televd ARMHI faqer a9
bl I qIETA UF AT (AR "R aTaeTd 2
THY [ GHheeHl Ausde qg1 Tl ATl
T &8 |

Development Bank (ADB), Asian Infrastructure Investment
Bank (AlIB), Department for International Development
(DFID), GuarantCo in areas like building the Bank’s
capacity, co-financing projects and raising resources from
international capital markets.

The Bank has invested a considerable time during the
review period in steering its business activities towards the
right course and in developing all policies and guidelines
required to ensure highest level of governance and
compliance of existing acts and regulations. We believe
the Bank has been able to create a distinct image and
generate enthusiasm among all its stakeholders by
adopting these initiatives.

Financial Performance and Achievements in the
FY 2019-20

Inthe course of introducing an innovative approach different
than the existing conventional local practices of raising
funds by financial institutions, the Bank has undertaken
two pilot initiatives of establishing NIFRA Debt Fund of
NPR 20 billion and issuing Green Bond of equivalent NPR
5 billion in foreign capital market. These initiatives are
in the process of obtaining approvals from the regulatory
authorities. We expect these initiatives to pave a new
way for the Bank in meeting its regular need of long term
funds through its access to local and international capital
markets. The Bank has raised Fixed Deposits of NPR 250
million, approved loans of NPR 6 billion to five projects
in Hydro-electricity, Cement Clinkerisation and Solar
Energy sectors as Lead / Co-Lead in bank consortiums
and disbursed loan of NPR 500 million during the review
period and further approved loan of NPR 2.85 billion in
additional three projects after the review period.

Future Plans

The Bank has now become fully geared to accelerate
the business growth as expected. In the days to come,
the Bank is expected to register the satisfactory growth
in balance sheet size and achieve improvement in overall
financial indicators through growth in fund resources and
loans/investments.
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The running financial year is expected to be of significance
for the Bank. This year, after having issued Initial Public
Offering (IPO) of NPR 8 billion, we shall be the Bank
established under public private partnership (PPP) with
highest paid-up capital in the nation.

At present, the COVID-19 pandemic spread across the
globe has dragged the global economy to an adverse
state. Lockdowns and restrictive order implemented
time and again as measures to contain the spread of
this pandemic have deteriorated the economic indicators
to the challenging levels. The excess liquidity in the
Nepalese Financial market has reached a historic level
due to shrinking economic activities and eroding demand
for loans from Financial Institutions. We need to convert
these challenging times into opportunities. The Board
and the Bank Management are forging ahead together
to convert these difficult times into successes by charting
the appropriate business plans. We are hopeful that we
shall succeed in reaching our goals through the business
courses we have adopted.

Finally,

| would like to assure you that the Bank shall establish
its strong presence in the business arena in line with its
objectives in the days to come and | firmly believe we
shall continue to receive your support and guidance in
our journey. | thank you all once again for your gracious
presence in this occasion.

Thank You all.
Anuj Agarwal

Chairman,
Board of Directors
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The financial year 2019-20 has been a significant year for
us in strategic and business perspective being our first
complete financial year since formally commencing our
operations on 6th March 2019. | am happy to present this
annual report of the FY 2019-20 on behalf of the Board of
Directors of the Bank, prepared in line with the Company
Act 2063, Bank and Financial Institutions Act 2073 and
all other relevant laws, policies and guidelines, wherein
we have highlighted the progress, achievements and
operational challenges experienced in FY 2019-20 as well
as future plans of the Bank.

A) National and International Scenario

Before | discuss the achievements and progresses
made by the Bank in FY 2019-20, its business activities
conducted till date in current Financial Year and future
plans, | would like to briefly touch upon the global and
domestic economic outlook.
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Global Economic Outlook

World economy contracted on account of the production
and supply chain disruptions that resulted from the
measures adopted worldwide to contain the spread of
COVID-19. According to the World Economic Outlook
updated by the International Monetary Fund (IMF) in June
2020, the world economy is projected to contract by 4.9
percent in 2020.

The Advanced economies are projected to contract by 8.0
percent in 2020 compared to an expansion of 1.7 percent
in 2019. The emerging and developing economies are
projected to contract by 3 percent in 2020 compared to an
expansion of 3.7 percent in 2019. The IMF has projected
the Asian economies to contract by 1.6 percent in 2020.
While the Indian economy is projected to contract by 4.5
percent, the Chinese economy is projected to expand by
1 percent. The IMF projects the growth rate of Nepal to
remain 1 percent in 2020.

Inflation has moderated with contraction in aggregate
demand and falling oil price due to the effect of COVID-19.
The IMF has projected inflation in the developed economies
to remain 0.3 percent in 2020 compared to 1.4 percent
in 2019. The Fund has projected inflation to remain 4.4
percent in the emerging and developing economies in
2020 compared to 5.1 percent in 2019.
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A large number of countries around the world have
adopted expansionary monetary and fiscal policy to cope
with the challenges stemmed from the pandemic. Despite
the uncertainties caused by COVID-19, many countries
have been easing lockdown in order to revive economic
activities.

(Source : Monetary Policy of Nepal for 2020-21)

Macroeconomic Situation in Nepal

As per the preliminary estimate of the Central Bureau
of Statistics (CBS), Gross Domestic Product (GDP) is
estimated to grow by 2.28 percent in 2019-20 compared
to a growth of 7 percent in the previous year. Agriculture,
industry and service sector are estimated to grow by 2.6
percent, 3.2 percent and 2 percent respectively in 2019-
20. Ratios of Gross Domestic Savings and Gross National
Savings to GDP are estimated at 18.1 percent and 46
percent respectively in 2019-20. In the previous year,
such ratios were 19 percent and 48.9 percent respectively.
Ratios of Gross Fixed Capital Formation and Gross Capital
Formation to GDP are estimated at 28.1 percent and 50.2
percent respectively in 2019-20. In the previous year, such
ratios were 33.7 percent and 56.6 percent respectively.
CPI inflation, on ‘year on year basis, remained 4.54
percent in mid-June 2020. Likewise, average inflation
in the eleven months of 2019-20 recorded 6.28 percent
compared to 4.51 percent a year ago.

Despite of challenges faced by government to control the
spread of COVID-19 and several restrictive measures
adopted on same, the Government of Nepal has
presented a NPR 1474.64 billion Budget for F.Y. 2020-21
(2077/78 B.S.), where NPR 948.94 billion has been
allocated for recurrent expenditure, NPR 352.91
billion has been allocated for capital expenditure, and
NPR 172.79 billion has been allocated as financing
expenditure.

(Source : Budget of F.Y 2020-21 and Monetary Policy of Nepal for 2020-21)

Financial Sector Situation in Nepal

Deposit mobilization of the BFls increased by 18 percent to
NPR 3960.43 billion in the two months of 2020-21. During
the same period of the previous year, deposit mobilization
had increased by 16.73 percent to NPR 3356.42 billion.
Outstanding credit of the BFls increased by 10.55 percent
during the two months of 2020-21 to NPR 3290.67.
During the same period of the previous year, outstanding
credit had increased by 19.33 percent to NPR 2976.74
billion. The Capital adequacy ratio of commercial banks,
development banks and finance companies stood at 14.01
percent, 14.42 percent and 19.59 percent respectively in
mid-september 2020. Such ratios were 13.95 percent,
15.95 percent and 20.42 percent respectively in same
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period of the previous year. The total NPL of commercial
banks, development banks and finance companies
stood at 1.89 percent in mid-september 2020 compared
to 1.52 percent in same period. The commercial banks,
development banks and finance companies portion in total
NPL is 1.8 percent, 1.52 percent and 6.18 percent.

Altogether 196 BFIs (including 25 commercial banks)
have been involved in the merger and acquisition process
thereby forming 46 institutions in a decade. This is mainly
because of the facilitation given by Nepal Rastra Bank to
such initiatives. In this process, license of 150 institutions
including 5 commercial banks have been revoked. In 2019-
20, altogether 35 BFls including 4 commercial banks were
merged and acquired and license of 20 institutions was
revoked. Financial access has increased along with the
expansion of the branches of the BFIs. The total number of
branches of the BFIs reached 9765 in mid-July 2020 from
8686 in mid-July 2019. In the review period, population per
branch of the BFIs stands 3075. This number was 3363 in
mid-July 2019.

(Source : Monetary Policy of Nepal for 2020-21 and Monthly Statistics of
mid-september 2020 published by Nepal Rastra Bank)

Credit Outstanding
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Investments in Infrastructure Sector in Nepal
Nepal Government has expressed vide its Fiscal
Budget its priority to develop a progressive, prosperous,
self-sustained and socio-inclusive economy through
investment in social, financial and physical infrastructure.
At a time when the containment measures adopted
worldwide to prevent the spread of COVID-19
Pandemic have disrupted the production and supply
chain resulting in contraction of global economy, the
construction and operation of financial, supply chain
and social infrastructures in Nepal also have been
significantly affected. In a grave situation like this, to
protect the investments already made and to be made in
infrastructure sector, there is a need of mobilizing large
amount of capital to revive and incentivize this sector.
Accordingly, the Government of Nepal and Nepal Rastra
Bank have introduced various provisions in their Policies
and Plans, Budget and Monetary Policy of current FY,
Directives etc to protect and support infrastructure
development projects. These provisions are expected
to give expected protection and direction to the large
infrastructure projects including ‘National Pride Projects’,
Hydroelectricity projects, Health infrastructures etc.

Infrastructure Sector Situation

Totallength of roads in Nepal reached 34,347 KM including
15,254 KM black topped roads, 9, 251 KM gravelled
roads and 9,842 KM earthen roads of both strategic and
local categories have been constructed nation-wide.
The installed capacity of domestic electricity generation
has reached 1,343 MW and per capita consumption of
electricity has reached 267 KW per hour. The number of
international aircraft carriers flying in Nepal has reached
30. The number of airports operating in all seasons has
reached 35. Out of 70 KM Jainagar-Janakpur-Bardibas
railway, 56 KM has been constructed.

Railway
= 56 KM

Airports

35
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Challenges and Opportunities in Infrastructure
Sector

Challenges:

n

n

To complete the projects in budgeted time and cost.
To manage coordination and effective regulation
among related stakeholders.

To manage difficulties faced in construction of road
infrastructure due to difficult terrain.

To complete re-construction works in time.

To develop planned urbanization by stopping
unplanned urbanization.

To manage land acquisition for infrastructure
construction.

To build capacity of contractors
infrastructure construction.

To complete the ‘National Pride Projects’ and projects
at final stages at the earliest.

To raise and effectively deploy large amount of capital
required for infrastructure construction from domestic
and foreign capital markets.

To achieve capacity enhancement and institutional
strengthening of public and private sectors for
infrastructure development.

To identify appropriate incentives and policies required
for inclusive development through infrastructure
development.

To ensure identification and association of private
sector sponsors according to their capacity in
infrastructure projects since their conceptualization.

required for

Opportunities:

n

There is a possibility of growth in investable funds
in infrastructure development due to growing Gross
Domestic Savings and Gross National Savings.

The dissemination of responsibility for expansion of
road network to all three levels of the Government and
the long term vision of the Government for development
and upgradation of road network.

The growing interest of bilateral and multilateral
development partners towards investment in road
infrastructure.

Cement manufacturing sector moving towards self-
sufficiency and the possibility of cost of construction
coming down due to lowering prices of cement driven
by increasing competition.

Existence of geographic terrain and ample availability of
water resource suitable to hydroelectricity generation.

(Source: Based on Half Yearly Report of FY 2019-20 on Economic Activity
Study (consolidated) published by Nepal Rastra Bank)
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B. Synopsis of the operations of the Bank during
the review period

After having briefly discussed on Global and Nepalese
economic  outlook, investments, challenges and
opportunities in infrastructure, | would now like to present
the synopsis of the operations of the Bank during FY
2019-20.

Capital Structure

In the review period, the authorized capital of the Bank
remained unchanged at NPR 40 billion. In the review
period, the issued capital also remained unchanged
at NPR 20 billion and paid up capital also remained
unchanged at NPR 12 billion.

IPO

NPR 8 Billion
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In line with the capital structure of the Bank, process has
been initiated to issue IPO of 40% ordinary shares of
NPR 8 billion allotted to the public. After this issuance, the
paid-up capital of the Bank shall reach NPR 20 billion,
promoter shares shall remain at 60% including Nepal
Government’'s 10% shares in the same and public
shareholders’ ownership shall remain at 40%.

Deposit

As it takes around one to one and a half years to deploy
Bank’s existing paid up capital into the infrastructure
projects which are approved with credit lines, the need is
not there for the Bank to raise deposits until such capital
is deployed. Hence, the Bank has not focused in deposit
mobilization at present. By the end of the review period,
the deposit volume stands at NPR 250 million.

Fund Mobilization through Bond and Funds

In the course of introducing innovative approaches
different than the existing conventional local practices
of raising funds by financial institutions, the Bank has
undertaken two pilot initiatives of establishing NIFRA Debt
Fund of NPR 20 billion in domestic market and issuing
Green Bond equivalent to NPR 5 billion in foreign capital
market. These initiatives are in the process of obtaining
approvals from the regulatory authorities.
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Loans

Being the first infrastructure development bank of the
nation, the Bank has studied the best practices of loan
evaluations and disbursements being followed by similar
banks and financial institutions operating in foreign
countries and accordingly has developed its own system of
evaluating technical and financial aspects of loan projects.
A pipeline of infrastructure projects has been created
where there is a possibility of financing by the Bank. The
Bank has approved loans of NPR 6 billion to five projects
in Hydro-electricity, Cement Clinkerisation and Solar
Energy sectors as Lead / Co-Lead in bank consortiums
and disbursed loan of NPR 500 million during the review
period and further approved loan of NPR 2.85 billion in
additional three projects in the current financial year.

Investment in Fixed Deposits and Government
Securities

In the review period, the Bank invested funds worth
NPR 12.94 billion in the fixed deposit accounts of A
class commercial banks in line with the Infrastructure
Development Bank Directive 2075. The Bank also
invested NPR 122.70 million in government bonds during
the review period.

Till date the annual report is prepared, the Bank has
invested additional NPR 252.4 million in Fixed Deposit
and NPR 450 million in government bonds.

Total Assets
The Bank’s total assets stands at NPR 13.97 billion in the
review period which was NPR 1315 billion in last FY.

Interest Income

In the review period, the Bank was able to generate an
interest income of NPR 1,253.7 million which was NPR
1135.7 million in previous year. The Bank plans to increase
its loan portfolio in the days to come so as to enhance
its interest income from loans as the primary source of
income.
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Commission and Other Income

During the review period, the Bank collected NPR 27.4
million as Loan Management Fee and the total amount
has been deferred in line with provisions of NFRS. The
Bank has prioritized to develop and implement appropriate
strategies to enhance the proportion of commission and
other income in the days to come. During the review
period, the commission and other income of the Bank,
besides the deferred amount, is NPR 40 thousand.

Net Profit

In the review period, the Bank was able to register Net
Profit worth of NPR 847.1 million where as the same was
NPR 669.2 million in the FY 2018-19. The Bank is fully
committed to further streamline its expenses, enhance its
Net Profit and to focus on the overall growth of the Bank to
establish itself as a sustainable financial institution and to
ensure overall welfare of its shareholders, employees and
all other stakeholders in the near future.

Net Worth

The Bank’s Net Worth per share stands at NPR 113.62 in
the FY 2019-20 which was NPR 106.57 in the previous
year.

Earning Per Share
The Earning per Share of the Bank stands at NPR 7.06 in
the FY 2019-20 which was NPR 6.10 in the previous year.

Non-Performing Loans
The Bank does not have any Non-Performing Loan in the
review period.

Loans Written Off
In the review period, the Bank did not write-off any loans.

Net Worth

Rs. 100 Rs. 200

C. Achievements in the current year and future
plans

As at Ashwin end 2076, the Bank’s deposits remained at
NPR 250 million, total assets at NPR 14.23 billion, interest
income at NPR 289 million, interest expenses at NPR 6.99
million, Net Profit at NPR 180 million and net worth per
share at NPR 115.12.
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In order to establish itself as a NODAL bank for
infrastructure development in the nation, the Bank
has been working on raising much needed funds from
domestic and international capital markets, investing on
infrastructure projects and strengthening institutional
capacity by availing technical assistances through all
possible partnerships with international organizations, all
three levels of Nepal Government, concerned Ministries
and Departments and private sector stakeholders.

Though the initiatives of raising resources from domestic
and foreign capital markets, which were started in previous
financial year, have been adversely affected by excess
liquidity, contraction in loan demands and falling interest
rates observed as the results of the ongoing COVID-19
pandemic spread across the globe, we firmly believe they
will materialize in a near future.

The Bank is forging ahead with the main objective of
extending loans in infrastructure development related
to transportation, energy, agriculture, tourism, health,
education, information technology and communication,
industry and social infrastructure under the concept of
public and private partnership (PPP).

D. Industrial and Professional Relationships of
the Bank

The Bank has established cordial relationships with Nepal
Government and its various departments and offices,
international organizations such as International Finance
Corporation (IFC), Asian Development Bank (ADB), Asian
Infrastructure Investment Bank (AlIB), Department for
International Development (DFID-Nepal), GuarantCo etc,
potential partners and industries/business associations like
Confederation of Nepalese Industries (CNI), Federation of
Nepalese Chamber of Commerce and Industries (FNCCI),
Nepal-German Chamber of Commerce and Industry,
Nepal-USA Chamber of Commerce and Industries in
order to expand its industrial and business horizons.
Accordingly, the Bank plans to establish and strengthen
cordial relationships with all the stakeholders who are
significant for the Bank in terms of its business.

E. Changes in the Board of Directors

During the review period as per the letter dated 2076
Bhadra 24 (September 10, 2019) received from Ministry
of Finance, Mr. Ram Sharan Pudasaini was nominated as
a director in place of Mr. Mukunda Prasad Poudel who
had been representing Ministry of Finance in the Board.
Similarly, the tenor of director Mr. Num Nath Paudel,
who had been representing United Distributors Nepal
Pvt Ltd in the Board, came to an end on 2076 Mangsir
29 (December 15, 2019). Likewise, director Mr. Ram
Sharan Pudasaini was further replaced by Mr. Shree
Krishna Nepal, nominated as a director by letter dated
2076 Falgun 22 (March 5, 2020) from Ministry of Finance.
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The 68" Board Meeting held on 2077 Shrawan 26 (August
10, 2020) in the current financial year nominated Mr. Ram
Krishna Khatiwada as an independent director.

F. Meetings of the Board of Directors

The Bank has been conducting the Board Meetings in line
with the prevalent acts and regulations guiding the Bank.
During FY 2019-20, a total of 17 Board Meetings were
held.

G. Major Factors affecting the Bank

The factors affecting the Bank have been highlighted

below:

n As the measures like lockdowns and curfews adopted
in the country for containing spread of COVID-19
pandemic have contracted the overall economy,
the costs and timelines of projects, which are either
in initial stage or are under construction, are likely
to be impacted and therefore the need has arisen
for the Bank to review its pipeline of projects. There
is a possibility of cost and time over-runs in projects
approved by the Bank due to COVID-19.

n The initiatives of raising resources from domestic and
foreign capital markets have become more challenging
in terms of commercial viability due to excess liquidity,
falling loan demand and decreasing interest rates
resulted by COVID-19.

n The Bank’s business can be affected by possible
changes in the tax regime, alterations in the discounts
and subsidies and the effects of these changes in the
sectors of industry and infrastructure.

n Natural calamities and their effects can affect the
business of the Bank.

n The political environment of the country and its
implications in the economy will also reflect on the
Bank’s business.

n The Bank's business can also be affected by the
changes in the economic, monetary and financial
policies of the country, movements in foreign
exchange rates, ups and downs in the economies of
our neighboring and other foreign countries and their
effects in the Nepalese market.

n The potential changes in capital markets shall also
impact the Bank’s business.

Despite these several financial and non-financial
challenges, the Bank is committed to develop and
implement appropriate strategies and plans to achieve its
set objectives with respect to infrastructure development
in the country.



-h_ nyAk/LI0f k|tjhodf sb} skiot plny/
ePsf]eP ;flpk/ ;~rfns ;ldItsflk|tspf

AT, R0\ /98 Bl TGTIIETT FITAETAT ATHT bith ot
AEF Sebehl HATATATS THRICHE GGl AT T @leqehl
FRITET Jooid AT JAT ATATEURT BRATEEHT

FURPT AN ATTITF T HEBehT |

-el_ nfefz af8kif8 ug{l;kifl/; ul/Psf]/sd
ATFETT SARHT AT ATSHIE T AR TR &5 |

-~ zb/ hkit ePsfleP hkit ePsf]zp/ ; Yo,
To:tf] zp/sf] chst dio, To:tf] zp/ hkrt
xgetbf cufj} ;f] afkt a¥n] kfit u/$f] hodf
/sd / To:tf] z])/ hkit ePkIS ;f]lzb/ 1jql
u/l sbkgln] kit u/f] /sd tyf hkit ePsf]
zb/afkt /sd lkitf{u/BfleP ;f6f1jj/0f

el BT el SR STOhel TIYehT ST |

-6 ljut cflyg jiffif al / o;sf] ;xfos
shkglsf] st/faf/sf] kjit 7/ ;f] cflys jif§f]
cbtdf /xpf]l:yltsflky/fjnfeg

T Shehl BTATFH FAU FETAE FHFAT FXEH |

-7_a¥ tyf aksf] ;xfos sdkgln]cfly§ jif¢if
:Dk6g u/Bfkpiv st/ff/x? / ;flcjlwdf aksf]
sf/fjif/ df ctPsf]sy}dxTj kOf{kI/ Jt§

TG FehebT ETATEH FAU eI FHEIAT AR |

AfF a¥ 0% /99
T Fpel T qHRT

3. Q3B
i

wH g |

AiiF q9 0% /99
P GE BT

. T8.b9
BRIS

W g |

NIFRA ANNUAL REPORT 2019-20 | 31

H. Board’s response to the Audit Comments
Besides few insignificant irregularities, the Audit Report of
the Bank for FY 2019-20 does not report any comment that
is likely to affect Bank’s business adversely. The corrective
measures have been taken for reported irregularities.

I. Recommendation for Dividend distribution
In the review period, no recommendations have been
made for distribution of dividend.

J. Number of shares seized, value of such seized
shares, funds received by the Bank before
seizure of such shares and fund collected by
the Bank from sales of seized shares and fund
reimbursed against such shares

No shares of the Bank have been seized during the review
period.

K. Progress of the Bank or its subsidiary company
during the review period and evaluation of the
same at the end of the review period

The bank does not have any subsidiary company till date.

L. Major transactions of the Bank and its
subsidiary company and any major changes in
the transactions during the review period

The bank does not have any subsidiary company till date.




32 | fwr it wfqees j09% /9o

-8 ljut cfly§ jiffif aksf] cfwi/et zp/
ngx”n]sDkgLnfO{pknAw u/fPsf]hfgsf/L
forTay ofiier ST Sepepl B ATARYT STERETEweT T

ST JHAe TRTST TTHT B |

-9 ljut cfly§ jiffif shkglsf ;~rfns tyf

kbflwsf/ x?n] InPsﬂ zb/sf] :jfldTysf] 1 j/0f
/ aksf] zp/ st/fpf/df lghx? ;mlg /xBf]

eP ;f] ;Dabwdf lghx?af6 sDkgln] kfkt u/Ff]

hfgsf/L

TR FA SRR SheATS I TP ST |

0f  ljut cflyg Jifdf ak;0 ;Daltwt
:Derfifx?df sy} ;~rfns tyf Ighsf] glhssf]
gftﬂ)f/st] JoIQmut Jfy6f] af/fift  pknAw
u/foPsf]hfgst/Lsf]Joxfyt

TR F SAERT SheATS I TP ST |

) SR ATHT TUT AThA @E TR WU
TEN AT T @IYE THHT HICOT, &N UL
sf];¥of / ckst dlo tyf To;/L zp/ vi/b u/]
afkt akn]eQifgl u/¥f]/sd

-y_ cfttl/s lgotqof kpffnl

depel AT W ShgRT JaATdR faeprer Sfepebr oATT SITer
T (el ATHT @0 SifEaH Faedad |,
FHAT FaT Fiaem qrafd, f@m qere At T geafa
oTfgeRoT faRer e AfAfa Tod TRl @ | T
AT FHA G AR AT A qwg Je TR
FTAFT FATAbD! GATSThAHT (G99 HETT & afed
IyafAfaes Ted T TR T | A GATGESH TSH
ATAATF TTAT T TP ¥ (HGTHT AR TTT ATAR
afafqesd aT-TFT HH qar [FREmRT @ T RS
B |

bl PRIAR/ATAT GATATHT FAAT ATETA G
Sifgd, 2rster SiteH, faaelt a9 g Sifeq aar o=
SGAATS ~A[THT T (=07 T AT (¢ AT o fie=
YN THIGEShl  TIAT TN AT (=0T
JUTATeTS AT Ud TATIHRT TTge dANREdl T
qfaHT qHG 99 gad aqge oo I Sl
feraent 3 |

PPl ATANE (A=A JOTCATRT HeAT3, A@TITeTo
QEIYUET ARALAT T FhRT AfdF faarues @@
T AT TAET TEHT T AbHT GEIU (AHTEET

M. Information provided by the substantial
shareholders of the Bank during the review
period.

No such information obtained from any of the substantial
shareholders.

N. Details of share ownership of Directors and
Officials of the Bank and information received by
the Bank from them if they are involved in the
share transactions of the Bank during the review
period.

No such information obtained by the Bank during the
review period.

O. Information obtained with respect to personal
interests of the Directors or their relatives with
reference to agreements entered with the Bank
during the review period.

No such information obtained by the Bank during the
review period.

P. In case the Bank has purchased its own
shares during the review period, information
regarding reasons for purchasing the shares,
the number and value of shares purchased and
the payments made by the Bank for such shares
Till date the Bank has not purchased its own shares

Q. Information regarding Internal Control
Mechanism

The Bank has constituted Risk Management Committee,
Staff Facility Committee, Audit Committee and Anti Money
Laundering Committee in line with the Directives issued
by Nepal Rastra Bank to infrastructure development
banks. In addition to these, the Bank also constituted
sub-committees in coordinatorship of non-executive
director for specific purpose, scope and timeframe. The
committees have been meeting periodically and carrying
out its responsibilities in line with the provisions outlined in
the Directives.

With an intent to minimize and control the credit risk,
operational risk, liquidity risk, market risk, interest rate
risk, foreign exchange risk and other risks associated
with the Bank’s operations, the Bank has established
well-structured departments and policy framework and
is focused on continuously enhancing the effectiveness
of the internal control mechanisms of the Bank. The
Bank is committed to further enhance the capability and
competence of these units and departments in the near
future.

Similarly, the Bank has in place an Internal Auditor to
monitor and evaluate the internal control mechanisms,
audit procedures and processes and dissemination of
financial information and reports of the Bank. The Internal
Auditor also ensures that the departments and operations
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of the Bank are functioning in line with the relevant act,
policies and procedures. In the review period, the Bank
had outsourced an independent auditor for internal
audit of the Bank. Similarly, the Bank also has in place
a Management Committee, Credit Committee and Assets
and Liability Committee headed by Chief Executive Officer
which regularly discusses, assesses and manages risks
associated with loan disbursements, asset and liability
management, foreign exchange, liquidity and fixing
of interest rates, market risk management and takes
appropriate decisions or makes recommendations to the
higher authorities.

Internal Control Mechanism has been effectively
strengthened through various approved internal policies,
guidelines and governance. The Bank has established a
risk management department in order to reduce the risks
associated with operations and credit and a compliance
division to comply with all policies, regulations and
directives and manned them in in line with directive from
Nepal Rastra Bank.

R. List of Members in the Audit Committee,
remuneration, allowance and facilities of these
members, report of operations of the Committee
and recommendations given by the Committee

As per the provision of Nepal Rastra Bank as well as
relevant acts and policies of the country, the Board
has constituted an Audit Committee chaired by a non-
executive Director. The main objective of this committee
is to monitor the internal control mechanism of the Bank,
evaluation of auditing process, supervision of financial
reports and their dissemination and to ensure that
these financial reports are accurate and adequate. The
committee also ensures that the departments of the Bank
are complying with the relevant guidelines, policies and
procedures while conducting their operations. There were
a total of 6 meetings of the Audit Committee in the FY
2019-20 and the details of the same are provided below:

Members Number of Meeting
meetings with Allowance
the member’s (NPR)

presence

Director Mr. Mukunda Prasad Poudel 1 8,000

Director Mr. Ram Sharan Pudasaini 3 24,000

Director Mr. Shree Krishna Nepal 2 16,000

Director Mr. Numnath Poudel 2 16,000

Director Mr. Lalmani Joshi 3 24,000

Mr. Bikesh Madhikarmi
(Partner, CSC & Co, Internal Auditor) 1 8,000
Mr. Dinesh Pandey, Member Secretary 6
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S. Details regarding total operating expenses in
the last fiscal year

Out of total amount of NPR 124,389,115 as per Annexures
4.36, 4.37 and 4.38 of the Profit and Loss Statement, total
operating expenses of the Bank stood at NPR 120,540,985
in the FY 2019-20.

T. Details of the receivable, if any, from
Directors, Chief Executive Officer, Substantial
Shareholders or their relatives or firms where
they are associated.

No such receivable was booked in FY 2019-20.

U. Remuneration, Allowance and facilities
provided to Directors, Chief Executive Officer
and Officials of the Bank.

Details of payments made to the Directors in the FY 2019-20:

Description Amount (NPR)

1. Meeting Allowances for Board members 850,000.00
and Directors representing in Board Level
Committees

2. Other Expenses pertaining to Board and
Board Level Committee Meetings:

a) Travel Expenses
b) Other Expenses

Total Expenses

65,138.33
915,138.33

Details of remuneration, allowance and facilities provided to
Chief Executive Officer, Executives and Managers:

The details of remuneration, allowance and facilities
provided to Chief Executive Officer, Executives and
Manager Level Staffin FY 2019-20 are as given below:

Description Amount (NPR)

1. Chief Executive Officer 13,200,000.00
2. Deputy Chief Executive Officer 9,426,940.97
3. Deputy General Managers 12,564,500.83
4. Managers 7,385,828.77
5. Assistant Managers 8,499,189.35

Total Expenses 51,076,459.92

V. Dividend yet to be collected by shareholders
There is no such uncollected dividend outstanding.
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W. Details regarding purchase and sale of assets
as per Clause 141 of Companies Act

During FY 2019-20, the Bank did not purchase or sell
any assets as per the Clause 141 of the Companies
Act 2063 (2006), except for the purchases of necessary
assets required for operations of the Bank such as office
equipment, furniture etc.

X. Details regarding transactions with affiliated
company as per Clause 175 of Companies Act
As per the Clause 175 of Companies Act 2063 (2006),
there has not been any transaction with the affiliated
companies during the review period.

Y. Other Details, if any, to be shared in the
Director’s Report as per the Companies Act 2063
(2006) and other relevant Acts

The Bank would like to thank its statutory auditor,
J.N Upadhyaya and Co, Chartered Accountants, for
successfully conducting the audit of the Bank for the FY
2019-20. As J.N Upadhyaya and Co has already conducted
statutory audit of the Bank for past three consecutive
years, they cannot be re-appointed for FY 2020-21 as per
Clause 111 of Companies Act 2063 (2006). Hence, the
proposal to appoint the statutory auditor and approved it's
remuneration as recommended by the Audit Committee is
presentated to Annual General Meeting.

Z. Corporate Social Responsibility

The Bank has been placing high emphasis towards
observing its Corporate Social Responsibility since its
inception by establishing a Corporate Social Responsibility
Fund at institutional level in line with directive provision.
During the review period, the Bank extended financial
support of NPR 150,000 to Bal Mandir, Naxal and NPR
2,500,000 to Corona Virus Control and Treatment Fund
as its Corporate Social Responsibility activities.
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Aa. Human Resources

The human resource of the Bank has been instrumental
to bring the Bank from its inception to its current position.
Acknowledging the fact that the human resource are
valuable assets of the Bank, our staff members are
adequately nominated to the internal, domestic and
international trainings, conferences and seminars to fill
the knowledge and skill gaps and enhance their skills and
competence. For this purpose, the Bank develops and
implements an annual training calendar.

The Bank is fully aware of the fact that it shall be able
to deliver effective financial services to its various
stakeholders only with the support and dedicated efforts of
its human resource. As such, the Bank highly emphasizes
identification, selection and recruitment of competent
human resource through its dedicated recruitment
committee.

The Bank has also enhanced the effectiveness of its
performance evaluation process so as to ensure effective
and objective evaluation of the employee performance.
The Bank has always prioritized enhancement of skills
and competence of its employees and will continue to do
so in the near future.

Ab. Corporate Governance and Compliance

The Bank has placed its utmost emphasis on the
implementation of corporate governance in the
organization. In line with the prevailing Acts and Rules,
directives issued by Nepal Rastra Bank and other
regulatory authorities and internal policies, the Bank has
established various committees and sub-committees and
developed Compliance Checklist and Codes of Conduct
so that governance and compliance are ensured right at
the time of staff members making transactions.

In order to ensure overall corporate governance and
compliance, Corporate Governance Policy, 2018 is
implemented and reviewed timely and regularly.

Similarly, the Bank has been arranging participation of its
Directors, Senior Executives and employees in various
corporate governance related seminars, workshops and
trainings organized by various national and international
organizations.

In addition to this, there is a clear demarcation of roles,
responsibilities and duties of each of the employees of the
Bank in order to ensure coordination and effectiveness in
completion of tasks with an aim of avoiding any actions
not in interest of customers or shareholders and ultimately
enhancing the effective corporate governance in the Bank.
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Ac. Adherence to Know Your Customer (KYC)
and Anti Money Laundering (AML)

The Bank has been completely adhering to the prevailing
regulations and directives issued by Nepal Rastra Bank
with respect to Know Your Customer and Anti Money
Laundering.

The Bank has constituted an Anti Money Laundering
Committee in convenorship of a non-executive director.
Similarly, the Compliance Division functioningunder Bank’s
Risk Management Department has been continuously
working to constantly monitor whether the operations and
activities of the Bank are being conducted in line with the
AML policies and procedures. A compliance officer has
been nominated to ensure compliance in all the Bank’s
transactions. Use of information and technology has been
encouraged to strengthen the compliance process.

The Bank has developed and implemented various bylaws,
policies and guidelines with reference to the respective
KYC and AML polices of the regulatory authorities. In the
review period, the Bank has upscaled the Anti-Money
Laundering & Combating Financing of Terrorism Policy
2018 by introducing additional provisions related to Know
Your Customer (KYC).

Ad. Implementation of suggestions received
from the shareholders

The Bank has duly appreciated and implemented the
suggestions provided by its valued shareholders with
respect to its operations, performance and growth. The
Bank hopes to continue receiving such valuable insights
and suggestions in the days to come.

Vote of Thanks

The Bank would once again like to extend its deepest
appreciation to its depositors, customers, shareholders,
Government of Nepal, Nepal Rastra Bank, Securities
Board of Nepal, Office of the Company Registrar and other
regulatory authorities for their constant guidance, support
and trust towards the Bank and for their co-operation to
bring the Bank to the current position after completing its
first full financial year from the date of its formal operation.
We are hopeful to continue receiving such undoubted
trust and support in the future as well. | would also like to
extend my sincere thanks to all the employees of the Bank
for their relentless efforts to enhance the wellbeing of the
Bank, the internal and external auditors and all the well-
wishers of the Bank .

Thank you once again.
Anuj Agarwal

Chairman
On behalf of the Board of Directors
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DEPUTY CHIEF EXECUTIVE OFFICER
(FCA, MBS)

Mr. Bhupendra Pandey has more
than 20 years of work experience
in banking, financial and corporate
sectors. He had Served as
Deputy Chief Executive Officer of
Rastriya Banijya Bank Ltd. and as
Board Member of NLG Insurance
Company Ltd. Mr. Pandey is a
Fellow Chartered Accountant
(FCA) and holds Master's degree
in Business Studies.
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Mr. SURYA BAHADUR TAMANG,
DEPUTY GENERAL MANAGER -
BUSINESS (MBA)

Mr. Surya Bahadur Tamang has
more than 29 years of banking
experience. He headed Corporate
Credit of Siddhartha Bank Ltd and
worked as Relationship Manager
(Credit) of Nabil Bank Ltd. He
also served as Civil Servant under
Ministry of Health. Mr. Tamang
holds Master's degree in Business
Administration.
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Mr. BINAYA NATH NEUPANE,
DEPUTY GENERAL MANAGER -
RISK & OPERATIONS (MBA)

Mr. Binaya Nath Neupane has over
27 years of banking experience.
He has worked as Chief Marketing
Officer, Chief Business Officer
and Chief of Human Resource at
Janata Bank Nepal Ltd. He has
also served as Board Member of
Swabalamban Laghubitta Bikas
Bank and as Credit Risk Analyst
& Head of Liability Management
of Nabil Bank Ltd. Mr. Neupane
holds MBA degree.
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Mr. Suwarn Kumar Singh has
more than 14 years of experience
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capacity building. He worked
as Director of Studies at NASC
and as Manager of Information
Tech. of Nepal Bank Ltd. He also
served as consultant in various
projects funded by national and
international agencies. Mr. Singh
holds MBA and Msc IT degree.
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Mr. RABIN SHRESTHA,
HEAD - INFRASTRUCTURE FINANCING
(MBS)

Mr. Rabin Shrestha has more than
17 years of banking experience.
He worked as Country Head of
Corporate & Project Financing
of Prabhu Bank Ltd and also
as Manager New Business of
Standard Chartered Bank Nepal
Ltd. He also worked as Corporate
& Commercial Banking Officer
of Citizens Bank International
Ltd. Mr. Shrestha holds Master's
degree in Business Studies.
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Message from CEO, Anil Gyawali
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It gives me an immense pleasure to get this opportunity
to share a few words about our journey, as the first and
only infrastructure bank in Nepal, since its inception to
where we stand today. | take this opportunity to thank
the Chairperson of the Bank, Board of Directors, valued
shareholders, Government of Nepal, Nepal Rastra Bank
and other regulatory authorities, customers and all other
stakeholders who have supported and guided us and
being together with us in this journey.

Objectives and Direction of the Bank

We are moving ahead with our direction aimed towards
achieving our objective of being a ‘nodal financial
institution of the nation for unearthing the possibilities of
development by further accelerating the investments in
infrastructure. Accordingly, we are working towards raising
low cost and long term financial resources from domestic
and international capital markets and investing them
adopting the best practices of infrastructure financing.

In its journey till date, the Bank has focused in establishing
itself in the long run as a strong partner for infrastructure
development and the bank of first choice for all the
stakeholders in the infrastructure sphere.

Resource generation and its application

Various studies conducted on the country’s infrastructure
development outlook, availability of resources, need and
gap indicate that around NPR 1000 billion is needed in
infrastructure development for achieving the expected
economic growth and prosperity. For raising this size
of resource, there is a need of regular inflow of capital
from foreign markets and more equity and debt capital
instruments shall be required in the domestic capital
market as well. Accordingly, we have undertaken an
initiative to issue INR synthetic Green Bond of NPR 5
billion in foreign capital market with a timeline to complete
the transaction by 3 quarter of FY 2020-21. Similarly, we
have completed our study for issuing NIFRA Debt Fund
of NPR 20 billion in domestic capital market in line with
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the recent amendments in Specialized Investment Fund
Rules 2019. Both these initiatives are under discussions
with regulatory authorities for required approvals.

Similarly, on the front of loan approval and financing, the
Bank has prepared a pipeline of infrastructure projects
where possibilities of our financing exist. The Bank has
started the study and evaluation of these projects. The
Bank has approved and disbursed loans, solely or in bank
consortiums as lead or co-lead, to projects evaluated as
creditworthy upon such evaluation. During the review
period, the Bank has approved loans of NPR 6 billion to
five projects in Hydro-electricity, Cement Clinkerisation
and Solar Energy sectors as Lead / Co-Lead in bank
consortiums, disbursed loan of NPR 500 million during
the review period and further approved loan of NPR 2.85
billion in additional three projects in the current financial
year. The Bank aims to grow its balance sheet size and
net profit as projected in the current financial year through
required resource generation and their application in
infrastructure projects.

Corporate Governance and Institutional
Capacity Building

In the course of executing its strategies, the Bank has
developed various policies and guidelines for making the
day to day work smooth, simple and cost effective through
strict corporate governance and meaningful institutional
capacity building. Required policies and frameworks
such as Environment and Social Risk Management
Policy (ESRM), Techno Economic Viability Consultant
Empanelment Policy, Project Screening Selection Criteria,
CreditFinancial Appraisal Models for Hydropower, Cement,
Cable Car and Road Sectors and Financial Modelling for
the Bank have been developed and implemented so as
to ensure full compliance with prevailing Acts and Rules,
Directives of Nepal Rastra Bank and regulations of other
regulatory authorities. Besides these, the Bank is also in
process of upscaling its credit evaluation and approval
framework in alliance with our knowledge partners so
as to induct international best practices in the process to
the possible extent. The Bank is also refining its ‘5-year
Business Plan’ based on the emerging opportunities and
challenges and the learning and experiences it has gained
so far. Acknowledging the fact that human resource are
important assets of the Bank, staff members are regularly
nominated for training and seminars that are opportune
and suitable for the Bank.
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NPR 20 Billion

NIFRA Debt Fund

NPR 5 Billion

Offshore Green Bond

NPR 8+ Billion

Credit Approval
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As the Bank operates its business activities mainly
centered around infrastructure financing, the Bank has
adopted a direction to encourage socially sustainable
financing by implementing required risk mitigating
measures right from the initial stage of the project that
mitigates possible impacts and the consequential risks
the project’s construction and operation may exert on the
environment and the society.

Finally,

I would like to assure you that the Bank Management
shall remain committed towards further building on the
financial and non-financial milestones already achieved
by the Bank and achieving this year’s goals. | would again
like to express my heartfelt gratitude for all the support,
guidance and trust extended by Ministry of Finance, Nepal
Rastra Bank and other regulatory authorities, valued
Shareholders, Board of Directors and all the Customers.
| would also like to thank all the staff members for their
relentless efforts put in line with Bank’s objectives and
expectations.

Anil Gyawali
Chief Executive Officer
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LEFT TO RIGHT

Row-1: Anil Gyawali, Bhupendra Pandey, Surya Bahadur Tamang, Binaya Nath Neupane, Suwarn K. Singh, Rabin Shrestha,
Row-2: Lakshmi Thapa, Bishal Shakya, Kirit Rayamajhi, Smriti Sharma, Jeeva Nath Sapkota, Iswor Bandhu Gautam,

Row-3: Saurav Tiwari, Manjil Man Shrestha, Ajaya Ghimire, Dinesh Pandey, Ashish Purush Dhakal, Rajib Malla,

Row-4: Shreedevi Poudyal, Gopal Maharjan, Sulav Sharma, Samarpan Sharma, Raksha Malla, Deepak Ghimire,

Row-5: Sarita Dahal, Yashodhara Rai, Anwiti Bhattarai, Suresh Shrestha, Nitesh Dahal, Iswori Paudyal,
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Our Sectors
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The investment sectors of the Bank
includes Energy (Hydro Power, Solar
Power), Road, Tunnel, Tourism
(Hotel, Cable Car, Amusement
Park, Recreation Center, Social
Infrastructures (Education, Health,
Airport, Medical College, Hospital),
Special Economic Zone (SEZ),
Industrial Parks, Cement, Town
Development, Information and
Communication Technology (ICT),
Environment Friendly projects (Green),
Solid Waste Management, Drinking
Water, Irrigation and Agriculture
Infrastructures.
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Profit attributable to ordinary shareholders NPR

847,145,185 669,270,296

Weighted average number of ordinary shares

Reported

120,000,000 109,726,417

Restated

Basic Earnings Per Share NPR

Reported

7.06 6.10
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4.6.2 Diluted Earnings Per Share

4.7

4.8

Diluted shares are the shares that would be outstanding if all
possible sources of conversion, such as convertible bonds
and stock options, were exercised. Specific financial figures
in terms of fully diluted shares outstanding are reported
to allow investors to properly assess the Bank's financial

situation. There are no dilutive shares during the year.

Additional disclosures of Non-consolidated entities

The bank has no any investment in any entities which
requires consolidation as per applicable NFRS nor any
investment in associates which needs to be pooled in the
financial statement of the bank. The bank has no other equity

investment.

Events after the Reporting Date

The Bank monitors and assesses events that may have
potential impact to qualify as adjusting and/or non-adjusting
events after the end of the reporting period. All adjusting
events are adjusted in the books with additional disclosures
and non-adjusting material events are disclosed in the notes
with possible financial impact, to the extent ascertainable.
There are no material events that have occurred subsequent
to 15 July, 2020 till the signing of this financial statement on
20.09.2020.
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STATEMENT OF FINANCIAL POSITION

THIS QUARTER

PREVIOUS QUARTER
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S T fafaT =T Placements 5,95 ¥, 5RY¥ 3,39¥ 50 933,900
Hol q9T 19T %9% 34T LERRER Oz %Y
PRICEREIRCLIGT 933,543 934,599 -
eI qIT THIRTIE HEIATHAT AT - - -
SIS qAT JIR W3,xe5 oL 90 53,59
G JAT A T 10,5 9,993 13,5%09
I FEAES 99,333 93,%0% Y3
FA T 93,R%5,¥% 3,5594% AERRAR B
Gt e S

IR 4R,000,000 93,000,000 43,000,000
SHIST 99T HIUes 9,%3%,9%% 9,%¥%0,33¢ 95%,5%0
e 340,030 340,000 300,000
I qIcEEe qaT Taedn 53540 ¥9,839 948 &&5
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Unaudited Financial Results (Quarterly)

4th Quarter ended of Financial Year 2019-20 (NPR in ‘000")

CORROSPONDING

1=\[»][\[e] ENDING § PREVIOUS QUARTER
1=\[»][\[e]
Assets
Cash and Cash Equivalent 4,380,888 9,686,567 4,271,679
Due from NRB 9,128 16,114 8,536,509
Placements with BFls 8,784,824 3,374,987 122,700
Loan and Advances1 574,356 582,962 78,624
Investments Securities 123,893 125,819 -
Investment in Subsidiaries and Associates = - -
Property and Equipment 73,288 76,127 82,871
Goodwill and intangible Assets 10,829 11,772 13,847
Other Assets 11,223 13,608 43,298
Total Assets 13,968,429 13,887,956 13,149,528
Capital and Liabilities - -
Paid up Capital 12,000,000 12,000,000 12,000,000
Reserves and surplus 1,634,799 1,490,235 789,860
Deposits 250,020 250,000 200,000
Borrowings - - -
Bond and Debenture - - -
Other liabilities and provisions 83,610 147,721 159,668
Total Capital and Liabilities 13,968,429 13,887,956 13,149,528
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contd... Unaudited Financial Results (Quarterly) (NPR in ‘000")

STATEMENT OF PROFIT OR LOSS UP TO THIS UP TO PREVIOUS UP TO

QUARTER QUARTER CORROSPONDING

PREVIOUS YEAR QUARTER

Interest income 1,253,683 944,655 1,136,673
Interest expense 23,018 16,966 2,351
Net interest income 1,230,665 927,689 1,134,322
Fee and commission income 400 20,511 -
Fee and commission expense 26 - 21
Net fee and commission income 374 20,511 (21)

Other operating income - - -

Total operaing income 1,231,039 948,200 1,134,301
Impairment charge/(reversal) for loans and other losses 4,952 4,968 -
Net operating income 1,226,087 943,232 1,134,301
Personnel expenses 79,953 60,973 147,150
Other operating expenses 44,476 31,280 25,901
Operating profit 1,101,658 850,979 961,250
Non operating income/expense 108,521 2,493 (4,982)
Profit before tax 1,210,179 853,472 956,268
Income tax 363,060 257,044 286,109
Profit /(loss) for the period 847,119 596,428 670,159
Other comprehensive income - - -
Total comprehensive income 847,119 596,428 670,159

Distributable Profit

Net profit/(loss) as per profit or loss 847,119 596,428 670,159
Add/Less: Regulatory adjustment as per NRB Directive - - -
Free profit/(loss) after regulatory adjustments 847,119 596,428 670,159
Ratios

Capital fund to RWA 326.40% 322.14% 425.27%

Non performing loan (NPL) to Toal loan (As per NRB Directive - - -
Total loan loss provision to Total NPL (As per NRB Directive) - - -

Cost of Funds 9.40% 9.40% 9.34
Credit to Deposit Ratio ( As per NRB Directive) 3.54% 3.62% -
Base Rate - - -
Basic Earning Per Share 7.06 6.63 6.11

Diluted Earning Per Share 7.06 6.63 6.11
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COMPARISON OF UNAUDITED AND AUDITED FINANCIAL STATEMENTS

As of FY 2019-2020 (NPRin ‘000’)

STATEMENT OF FINANCIAL POSITION REASONS

AS PER UNAUDITEDJAS PER AUDITED VARIANCE

FINANCIAL FOR

STATEMENT JIN AMOUNT IN% | VARIANCE
Assets
Cash and cash equivalent 4,380,888 4,380,888 0) 0.0%
Due from NRB 9,128 9,128 - 0.0%
Placements with BFls 8,784,824 8,784,824
Loan and advances 574,356 574,356 - 0.0%
Investments Securities 123,893 123,893 - 0.0%
Investment in subsidiaries and associates - - -
Property & equipment 73,288 73,288 - 0.0%
Goodwill and intangible assets 10,829 10,829 - 0.0%
Other assets 11,223 11,223 - 0.0%
Total Assets 13,968,429 13,968,429 (0) 0.0% -

Capital and Liabilities

Paid up Capital 12,000,000 12,000,000 - 0.0%

Reserves and surplus 1,634,799 1,634,826 (28) 0.0% Due to increase in Income tax
provision

Deposits 250,020 250,020 - 0.0%

Borrowings - - -

Bond and Debenture - - -

Other liabilities and provisions 83,610 83,582 28 0.0% Due to increase in Income tax
liability
Total Capital and Liabilities 13,968,429 13,968,429 (0) 0.0% -

STATEMENT OF PROFIT OR LOSS

AS PER UNAUDITEDQAS PER AUDITED VARIANCE REASONS

STATEMENT JIN AMOUNT IN % VARIANCE
Interest income 1,253,683 1,253,683 (0) 0.0%
Interest expense 23,018 23,018 -
Net interest income 1,230,665 1,230,665 (0) 0.0% -
Fee and commission income 400 400
Fee and commission expense 26 26 -
Net fee and commission income 374 374 - - -

Other operating income - -

Total operaing income 1,231,039 1,231,039 0) - -

Impairment charge/(reversal) for loans

and other losses 4,952 4,952

Net operating income 1,226,087 1,226,087 (0) - -

Personnel expenses 79,953 79,913 40 0.1% Due to decrease in bonus provision
Other operating expenses 44,476 44,476 - 0.0%

Operating profit 1,101,658 1,101,698 (40) 0.0%

Non operating income/expense 108,521 108,521 -

Profit before tax 1,210,179 1,210,219 (40) -

Income tax 363,060 363,073 (13) 0.0% Due to increase in Income tax provision
Profit /(loss) for the period 847,119 847,146 (28) 0.0% -

Other comprehensive income - -

Total comprehensive income 847,119 847,146 (28) 0.0% -

Distributable Profit
Net profit/(loss) as per profit or loss 847,119 847,146 (28) 0.0% -

Add/Less: Regulatory adjustment as per
NRB Directive - - -

Free profit/(loss) after regulatory
adjustments 847,119 847,146 (28) 0.0% -
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PARTICULARS INDICATORS FY 2015-16 FY 2016-17 FY 2017-18 FY 2018-19 FY 2019-20
1. Net Profit/Gross Income Percent 58.91% 62.18%
2. Earnings Per Share (as per NAS 26) NPR 6.10 7.06
3. Market Value Per Share NPR 100 100
4. Price Earning Ratio Ratio 16.39 14.17
5. Dividend (including bonus) on Share Capital Percent - -
6. Cash Dividend on Share Capital Percent - -
7. Interest Income/Loans and Advances & Investment Percent - 4.93%
8. Staff Expenses/Total Operating Expenses Percent 61.76% 63.10%
9. Interest Expenses/Total Deposits and Borrowings Percent 1.18% 9.21%
10. Exchange Gain/Total Income Percent - -
11. Total Cost/Total Revenue Percent 15.80% 11.19%
12. Staff Bonus/Total Staff Expenses Percent 72.36% 4.82%
13. Staff Cost Per Employee NPR 1,193,936 2,622,929
14. Net Profit Per Employee NPR 19,684,420 29,211,903
15. Total Credit/Deposits Percent - 198%
16. Total Operating Expenses/Total Assets Percent 0.50% 0.86%
17. Capital Adequacy (On Risk Weighted Assets)

Core Capital Percent 421.84% 323.85%

Total Capital Fund Percent 421.84% 328.97%
18. Liquidity (CRR) Percent 2.90% 3.65%
19. Net Profit / Total Loan Multiple - -
20. Gross Non-Performing Credit/Total Credit Ratio - -
21. Net Non-Performing Credit/Total Credit Ratio - -
22. Weighted Average Interest Rate Spread Percent - -
23. Return on Total Assets Percent 5.09% 6.06%
24. Return on Equity Percent 5.23% 6.21%
25. Book Net Worth NPR 106.57 113.62
26. Number of Shares No. 120,000,000 120,000,000
27. Number of Staff No. 34 29
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NOTES
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