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Acquisition of Sahayogi Vikash Bank Ltd
With reference to the Note No. 5.8 to the financial statements, the Bank has acquired Sahayogi Vikash Bank Limited, "B" class financial institution
licensed by NRB and started joint transaction from 20th Ashad 2077. The financial statements ended on 19th Ashad 2077 has been prepared by the
management of Acquiree Bank and audited by other auditor. The audited financial statement for then ended, which has been ct
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separate financial statement of the Bank along with the auditor's report has been provided to us by the management.

We have assessed the competence and tested control put in by the Bank to ensure due process and formalities has been fulfilled to acquire such
Vikash Bank. We have relied on the Due Diligence Audit Report of the Acquiree Bank as on the acquisition date of other auditor. We have also checked
calculation and accounting entries of net assets acquired and bargain gain on purchase. We have also relied on the audit report of the other auditor
on the financial statement of the Acquiree Bank for the period ended on 19th Ashad 2077, which has been incorporated in the separate financial
statements of the Bank.

Measurement of provision for loans and advances

The process of estimating the provision for loans and advances associated with credit risk is significant and complex. The materiality of the reported
amounts for the loans and advances (and impairment allowance there of), adverse impact of COVID-19 in the financial performance of borrowers
deteriorated their repaying capacity increasing risk of credit default, NRB directions to meet the COVID-19 crisis, involvement of complex calculations
underpinned our basis for considering it as Key Audit Matter.

As per para 58 of NAS 39, the Bank has assessed at the end of reporting period whether there is any objective evidence that a financial assets or
group of financial assets measured at amortized cost is impaired, and in case of such evidence existed, it has applied para 63 to determine the amount
of impairment loss. However, as per carve out on para 58 of NAS 39, the Bank has assessed and measured impairment loss on loans and advances
as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and amount derived as per para 63 of NAS
39. As at Ashad 31, 2077, 72% of total assets of the Group consisted of loans and advances amounting Rs.81.01 billion (Note 4.7), impairment
allowance for the year then ended of Rs.2.03 billion (Note 4.7.4) being higher of impairment as per NFRS is Rs.1.12 billion and impairment loss as
per norms of NRB is 2.03 billion. Significant estimates and assumptions used by the management in such calculations, their sensitivity and the basis
for impairment allowance are disclosed in Notes 3.4.7 and 5.11.

Our audit approach consisted testing of the design and operating effectiveness of the internal controls and substantive testing as under;

Evaluating the design of internal controls relating to implementation of circulars/ directives issued by NRB and also internal policies and procedure
of the Bank.

Examining all the large and other advances on a sample basis including review of valuation reports of the independent valuators as provided by the
Bank's management.

Reviewing the files of borrowers containing credit appraisal and other substantiating documents selected on sample basis and assessing the assigned
risk premium and appropriate action taken commensurate with the operation of such accounts.

Relying on the audit reports of the other statutory auditors.

Performing relevant analytical procedures.

Test checking of interest application, levying of management fee and other charges etc.

Information Technology (IT) systems and controls over financial reporting

The entire p of financial is highly d. jent on CBS and other supporting software and hardware controls. Adeq
appropriate IT controls are required to ensure that IT application process data are as expected, appropriate user access and changes are made in an

appropriate manner. Such controls ensure mitigating the expected risk of erroneous output data. Audit outcome is dependent on the extant IT
controls and systems, and accordingly the above areas are determined to be as key audit matter.

We have carried out our audit procedures with Nepal Standards on Auditing guidelines towards implementation of IT policies and procedures followed
by the Bank in order to effectively monitor, control, and evaluate the IT applications and controls to ensure effective implementation of such policies
and procedures. We have also relied on the report issued by the IS Auditor and obtained necessary inputs from IS experts wherever necessary.

Other Information

Management is responsible for the other information. The other information comprises the information included in the annual report, but does not include
the consolidated and separate financial statements and our auditor's report thereon. The annual report is expected to be made available for our review
after the date of this auditor's report.

Our opinion on the consolidated and separate financial statements does not cover the other information and we do not express any form of assurance
conclusion thereon.
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we conclude that a material uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the consolidated
and separate financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or conditions may cause the Group to cease to continue as a going concern.
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Opinion UTEHeTS HoAl TAT ATTET 85 Q5% 3%, R¥Y £3,299,290,¥5¥ 95 %%, 3%Y,R¥Y £2,2999,290,¥5¥ - - S P
We have audited the accompanying separate financial statements of the Citizens Bank International Ltd (the "Bank") and the Consolidated Financial e — M Y:io 05953 T0.oX% 35201 Moz AR © C?’? YT TS AT TS AR EATS AT _ §,\9¥3 9% 93 %,9¥5,¥59¥0Y ,9%¥0 803 ¥%0 Y0¥ R38R
Statements of the Bank and its subsidiaries (the "Group"), which comprise the consolidated and separate statement of financial position as at Ashad bk [kt \TAEROY SXEEY, ERNEO% HTE TN G FHAH (HT aA AU FRebelle - - - -
31, 2077 (July 15, 2020), and the consolidated and separate statement of profit or loss, consolidated and separate statement of comprehensive income, = R FwT 944, ¥193,5%9 93,095, 1Y 9¥3,¥55,40% 9% ,%3%,¥30 G T T TR SINTE 0\99 By S A 90,5¥99WR ¥RE §U¥3OR¥ 293 | 90,5¥9393%30 | §8¥0 W03 ¥50
consolidated and separate statement of changes in equity and consolidated and separate statement of cash flows for the year then ended, and a summary HETTF FFIATHT AT - - 9%9,30% 300 9%8,30% 00
of slgmflcvar\t accounting pollclgs and r\otgs to thg con§o|ldated and separate financial statement. ) ) v TEZ BT AT 3% 533,364 3%, 0%G, ¥ 7Y, 95,249,400 96,249,400 mﬁ- a-l-ﬁ[ Iuciel m/(m) aﬂ ﬁﬂw
In our opinion, the accompanying consolidated financial statements of the Group and the separate financial statements of the Bank give a true and fair — < — <
view of the consolidated financial position of the Group and the separate financial position of the Bank as at Ashad 31, 2077 and their consolidated and AT SIS (Investment Property) R AER 958 ESSLSAALL] I/Y,433,95% RRRA¥9GUI 308 JTH SATHTE AT
separate financial performance and their consolidated and separate cash flows for the year then ended in accordance with Nepal Financial Reporting FTASGT 94T FTHI0 G UL’ ¥REq¥0 3,305,084 ¥\9%, 2,44¥,040 999 3,303,5%¥5, 999
Standards (NFRSs) as explained in note 2.1. AT T AAd ae 9%, ¥ ¥% 503 23522 399 WY 333,552 23,343,939 f %
5\7::::;&2:‘;1‘:" audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those standards are further described in * - S3RA,00R - R0.3WRLD T at a Tt
: e %% 340,57 205 3 R,R
the Auditor's Responsibilities for the audit of the Consolidated and separate Financial Statements section of our report. We are independent of the il 1,99 540, 5¥% 1,505,334,3R 9,3%9,48%,005 9ERR,3R9 %0 ATRT /AR feer m g T'IT‘BT/(W) 9,9%5,40¥ &4% 9,%¥%3,%95,%50
Group and the Bank in accordance with the ICAN's Handbook of Code of Ethics for Professional Accountants, and we have fulfilled our other ethical wxA qeafa MOMR¥ UEJRE | q0,095 ¥3,55% 990,4%0,%5R,8% ACA B RLER TES AT, . 09 /99 FHI ATRT/ (ATRTH) e [afq=T FIIeare / (FTIesar) Tuehl T
rESp?nSIb.I‘IlIES .m. accordance Wlth. the ICAN sAHandboolk of the Cod}e})f Ethics for professional Accountants. We believe that the audit evidence we have s F AT ST FT (332,90023%) (935,95
obtained is sufficient and appropriate to provide a basis for our opinion. - — —
Emnhasis of Matt e e faxi gearerd fad arr 3,555,203 84 3,235 553,¥ %0 3555,303,34% 3,%.3%,553,¥%0 . HIE uaEag BT (99,5%9295) -
mphasis of Matter 3 e er—— = s A
We draw attention to the attached Notes No. 5.28 forming part of the consolidated and separate financial statements on the impact of uncertainties T sk s 459,499,053 1,393,455 ¥R 459,499,053 1,393,455 ¥ kil ‘Tqﬁ Ll — (1083¥R,549) (A YRS UA)
caused by COVID-19 on the business and financial results and management's assessment of the same in prevailing situation. The is =qq= (Derivative) fa<ir gwezor - - - - . HEINT e Jaiaed T R At (9% %33955)
continuously evaluating the effect of the uncertainties on an ongoing basis with reference to challenges under the prevailing uncertainties. UTEHET 81T FTaeT ©5,93,c4% 55 80 31 Y, ¥ 98 8% co ¥85,335, ¥ 80 407,05 $¥%, 3. FHATT RTero q9r 2edr dfwatg - -
Our opinion on the consolidated and separate financial statements is not modified in respect of the above matter. [ I3 - N - _ _ P _ _
Key Audit Matters ) - o ) ! o =T F AT R R R R Frweerdl i st g7 AT/ @) ALRELAL 3 B KL AN LALY
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the consolidated and separate financial " P p— P p—— Ep—— PR HTS THES -
statements of the current period. These matters were addressed in the context of our audit of the consolidated and separate financial statements as a ATEATEE 4305 53% %,30% %3% %,30% 3% Y, 30% 8% - = . — — _ —
whole, and in forming our audit opinion thereon, and we do not provide a separate opinion on these matters. Our assessed key audit matters and how T Y a0 93,239493 - 93,593,4%R - %, AFA g A A (<) /T ATH] AFA g AH AR AGA (+) SRERY,RRE (R%,39%,533)
we adAd?ise;i;hemhare outlined below: 9= TS 9949,5 3446 9,953,592, 54% 9,35%,249,439 9,%63.249,¥59 . FHSATRl GRATET AT SHGEITAT FHT (<) /alE (;—)‘:ﬁ = - -
a.  Audit of Branches [ F— - > 2 < < M. ST JUHROTRT AR &7 AR A FH () /3 (+) - -
Government imposed the lockdown and restrictions on travel in view of the pandemic caused by Covid-19, consequentially we could not audit ™ 289¥,359,30% RASH LN R9¥,359,30% RASHELN " T e =
major branches of the Bank outside of valley requiring visits, which is a major task requiring lots of attention and planning to ensure sufficient audit TETIF_ATarIF IIcAes - - - - u_ir Ay @ ?'55\ ST /TR A1 e (-)/318 (+) 22,389,929 £¥,2%%,209
e\{ldence is obtained to pI?OVIdE necessary assurance. Further |t.\s |mp||.ed prac.tlce that though th‘e methodology of audit may change, the same Exl T QE,9Y,95% U3Y 99 ¥5q,545,35Y Q1B933,3%R, ¥ W9 ERE 938,553 T 22 1 e 7 e | G ) R1.559,9¥9 (R0,334,%29)
will not have any adverse impact on obtaining sufficient audit evidence in forming an assurance opinion. " =1, @t (Goodwill) Tg (-)/FHT (+) - -
To overcome travel restrictions, we sampl i ithil i isit wi W (Equity)
) pled to audit more branches within valley and others so that our audit team could reach and visit with less S ‘ 5 B . h in F ATZ () /FE (4) 0 )
and permitted travels.Even though it resulted in reduction of number of audited branches for the year 2076-77 as compared to the previous year 9T Il ?,05%,599,3%0 5,390,0%% 993 2,05%,5993%0 5,399,0%% 993 »_Bargain purchase gain 1 4@ )/ (80,5 35 -
physically, we adopted remote audit of various branches by which audit of branch could be done from another branch remotely where we could e fafeas % 9%, %03 ¥%,598,93% % 9% %03 %%,59%,93% .oty S F g )/ FA () (19343539 (5,05%,2%9)
visit and view the accounts, documents etc of the branch to be audited. We were able to view these documents and evidence electronically through r — " . dT gUYE (+/-) -
emails and remote access to the relevant software (Finacle) and obtained sufficient audit evidence to form an audit opinion. il 453,590,3¥% 1,350,004 k0% REIRECRL 9,349,359, 39 [ e e —— 3,204 53¢
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The break up details of the branches audited as compared to the previous year are as stated below. — — T/ (AT BT WAEETE S | HeT Tlﬁ@ SR TEFTET T TR AT (¥99%,343)
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