CHAPTER|
INTRODUCTION

1.1 Background / History of ADBL

Nepal is an agricultural county. About 70% people are engaged in agriculture.
Agriculture is the backbone of this country, so without development of the agriculture
sector, it is very difficult to think about the development of the country. Agriculture
plays a tremendous role in the economic development of Nepal. In our country 60%
of GDP is contributed by agriculture sector. And most of manufacturing industries in
this country are based on agricultural products, so, it seems to develop agriculture
sector to support manufacturing sector. In our country more than 60% agriculture
related commodities are exported to other countries.

With the main objective of providing institutional credit for increasing the
production and productivity of the agricultural sector in the country, the Agriculture
Development Bank was established in 1968 under the ADBN Act 1967, as successor
to the cooperative Bank. The Land Reform Savings Corporation was merged with
ADBN in 1973. Subsequent amendments to the Act empowered the Bank to extend
credit to small farmers under group liability and expand the scope of financing to
promote cottage industries. The amendments also permitted the bank to engage in
commercial banking activities for the mobilization of domestic resources.

Agriculture Development Bank Limited (ADBL) is an autonomous
organization largely owned by government of Nepal. The bank has been working as a
premier rural credit institution since the last three decades .This bank has been
contributing more than 67 % of institutional credit supply in the country. Hence, rura
finance is the principal operational area of ADBL. Besides, it has also been executing
Small Farmer Development Program (SFDP), the major poverty alleviation program
launched in the country. Further more, the bank has also been involved in commercial
banking operations since 1984.

The enactment of Bank and Financia Ingtitution Ordinance (BAEIO) in
February 2004 abolished all acts related to financial institutions including the ADBN
Act, 1967. In line with the BAFIO, ADBL has been incorporated as a public limited
company on 14™ July, 2005. Thus, ADBL operates as an “A” category financial
ingtitution under the legal framework of BAFIO and the company Act, 2053.

To be "The Pre-eminent bank by providing services throughout Nepal", is the
vision of this bank and "To deliver comprehensive banking and financial services by
capitalizing its extensive network in rural areas’, is the mission of this bank. The bank
provides credit services broadly on short, medium and long term basis to individuals,
co-operatives and corporate bodies. Short-term loans are provided for the period of



maximum 2 years for the activities such as production, working capital, marketing
and non-farm activities. Medium-term loans are extended for the period of 2 to 7
years for irrigation, farm mechanization, agro/cottage industries (fixed investment)
and agri-business including livestock. Long-term loans are provided for the period of
more than 7 years for the purposes like warehouse, cold storage, tea/coffee and
horticultural crops having long gestation period. In addition to providing rural and
agricultural credit, the bank accepts saving from borrowers in the form of Client
Security Fund. Moreover, the bank is aso involved in technology promotion
particularly in the field of surface and ground water irrigation, micro-hydro and
aternative energy including biogas as well as solar power.

With the primary objective of mobilizing urban resources to the rural sector,
the bank is undertaking commercial banking operations since 1985. The activities of
commercial banking operation broadly include deposit collection and lending
operation. Besides, services related to guarantee and fund transfer through draft, fax,
inward bill collection, outward bill collection etc. are also provided to clients. Deposit
services are made available for demand deposit (current account), saving and term
deposits. In lending operation, the bank has concentrated on commerce, industry,
overdraft (general and industrial), contract, hire-purchase (construction and
transportation), service loan (tourism, health, secretarial services etc), demand loan,
educational loan, house loan, project loan and agriculture loan.

Small Farmer Development Program (SFDP) was initiated in 1975 with the
objective of improving socio-economic conditions of the rural poor including women
to bring them into the mainstream of development process. Group approach is the
fundamental basis for program implementation. Households having per capita family
income of less than or equal to Rs. 2500 and /or aland holding size up to 0.5 ha. are
categorized as small farm families for providing financial and non-financial services
through SFDP.

The central level office of ADBL isin Kathmandu. In the country there are 11
regiona office of this Bank. Regional office isin regional level and district level and
district level Branch / sub branch office is in every district according to the need of
the district. The Agriculture Bank was initially established under Agricultura Bank
Act 2024. Now this bank has been established in the form of huge net work and
capital structure in the country, regulating according to financial organization act
2063. This bank has registered under company act and it has got “A” category
financial institution by Nepal Rastra Bank. The Agriculture Bank has been serving to
its customers quickly, and satisfactorily even political instability, difficult as well as
adverse condition, and weak position of security.

Far Western Development Region’s (FWDR’S) regional office was
established in Kailali District Dhangadhi. There are 9 districts under this regiona
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office which controls total 23 working sectors including branches, sub branches,
banking offices & regiona training centre, which are being involved to serve the
people in agriculture sector. ADBL regiona office Dhangadhi, Kailali has been
established in 2054.This regional office of ADBL, Dhangadhi has regulated by the
direction, control and supervision of 9 district’s ADBL .It has large working areas.
The Agriculture Development bank has been serving since last 4 decades in Far West
Development Region as central point under finance. In its own serving field it has
been given great support in FWDR , being sincere for work ,duty ,liability even in
geographical difficulty, poor infrastructure development, created abnormal situation
due to conflict in its zone of work .

For the development of the agricultural area in the Far Western Devel opment
Region & to regulate the various activities of other sectors, different banks are
involved. Among them also, the Agriculture Development Bank Limited has been
playing an important role. In the national contest the Agriculture Development Bank
is acting as a first class bank, so it has to try much more to improve sustainable
financial position of the bank.

This bank has got the tender to purchase the Core Banking System (CBS) and
has got success in technical proposal evaluation & received the affiliation from Asian
Development Bank (ADB). CBS program is running from the last of 2066.

This bank has got Six Lakh American Dollar (6 lakh US $) in the form of
financial support which was given from Manila Asian Development Bank to regulate
CBS program. Under the CBS program, this bank has established 15 computer
|aboratories and has purchased computers and other equipments under the first stage
of purchasing process and second stage of purchasing has started.

Under the program CBS, computer literacy program has been managed to
make literate the 1400 officials. ADBL training program is running to give training to
technical personnel related to Agriculture Bank. Under the computer literacy program,
ADBL, regional office Dhangadhi, Kailali has been finished the first stage training
and 2™ stage training has started .Thus, ADBL, regiona office Dhangadhi has been
giving training in all areas of all districts and started the effective training program.

This Agricultural Development Bank Limited is related to other sectors which
are as ADB Manila, UND, BAAC, APRACA, IFAD, GTZ, CARE Nepal, SNV,
KFW, World Bank Nepal, Nepal Rastra Bank.



1.2 ADBL in Kanchanpur

Among five development region, FWDR is known as least developed region
of the country. To develop any sector the foremost thing is infrastructure development
but this region is deprived of such development. Its impact directly can be seen in
agriculture sector also.

Among nine districts of FWDR Kailali and Kanchanpur fall upon the Terai
region. These districts also supply food grains to the other parts of the country and are
known as developed districts of this region. To enhance agriculture sector there is one
regiona office of ADBL in Kailali district. Under this regional office Dhangadhi, it
has total 23 officies including branches, sub branches, banking offices and a regional
training Centre, which are involving to serve the people in agriculture sector. These
all offices and training centre of ADBL of 9 districts are regulated by the direction,
control and supervision of ADBL regiona office Dhangadhi, Kailali, was established
in 2054.0ther branch and sub branch offices were established in other districts of
FWDR. But here in this study Researcher has focused on study of Kanchanpur district
only.

Most of the people of this district are also dependent upon agriculture and it is
their main occupation too, so ADBL can play tremendous role in this sector. In this
district 3 branch and 1 sub branch office of ADBL were established.

In this sector no study has been done about ADBL and its financia
performance. So realizing this fact Researcher is encouraged to study on this topic to
find out actual financial performance of Development Bank (ADBL) and provides
appropriate suggestions for the betterment of all aspects of it.

These banks are working independently but there is co- operation between
them in different aspects. These banks are controlled and monitored by regiona
office, which isin Kailali district.



1.3  Statement of the Problem

The major aim of this bank is to provide loan to the farmer. Before providing
loan, demand collection is important. Farmers demand of loan complete their aims.
The bank has responsibility and need to provide loans to regulate developmental
activities of the district and to complete needs of farmers. But the bank is not so
successful to provide the loan sufficiently in all areas of the district. So additiona
loan issuing is a problem of this bank.

The bank provides loan in many activities to fulfill the aim of farmers, instead
of this, the bank is not getting success to receive principle and interest amount timely
in adequate amount. Which is also amain problem of this bank.

The main source of income of the bank is interest collection. The bank isin
deficit due to the problem of interest collection. If interest could not be collected in
adeguate amount then the bank goes in deficit. The bank is not compete in many new
technologies due to less income collection of bank, i.e. interest collection. So the bank
has the great problem/ challenge to collect interest sufficiently .Due to problematic
position in the country the program, loan investment and collection, were affected.
Due to past time conflict and insurgency, many banks were destroyed /avoided and
kept at headquarter or at other places could not re-established at their actual places.

The bank has to visit frequently in remote rural areas to follow up, inspect and
supervise the loan investment projects. The bank also has to make employees skillful
and improving their working methods for management of customer’s relationship. So,
the training is important for employees to give them the more knowledge skill and
good conduct which initiate employees to improve good relationship with customers
aswell asinternal relationship.

There are many problems in this sector due to which this sector is not
developing properly and the aim of ADBL is not meeting with its objectives. In this
regard to know the fact situation the researcher has tried to analyze the bank’s
performance by studying its different aspects to know its financial sector and other
different situations by analyzing the data, which are availed from the bank. So the
present study has tried to answer the following research questions.

i) What is the financial position of ADBL, which are established in Kanchanpur
District?

i) What is the source of finance of the bank?

iii) What is the condition of disbursement and collection?

iv) Isthe bank generating profit or not?



1.4  Objective of the study

Agriculture development is the essence for the development of this country.
Different branch / sub branch offices of ADBL in amost al the district for the
development of agricultural sector .In this district, ADBL has 3 Branch and one Sub-
Branch offices which were established to develop the agriculture sector of this
district. There is a great importance of it in this district because most of the people of
this areaare farmers. Most of them are sustaining their life by agriculture sector.

In the present scenario the farmers are classified on the basis of their economic
status. These banks come across two levels of farmers and they are the rich farmers or
top level farmers and the marginal farmers.

The top —level farmers are economically sound and well off in status. Though
they don’t need any financial assistance and they are very near to the reach of bank.
Where as the marginal farmers are poor and lead a miserable life. They don’t have
enough land, still they are far beyond the reach of banking facilities.

This bank is laying greater emphasis for bringing farmers under small farmers
development concept. This concept is running on smoothly in many districts of Nepal.
This concept has helped this bank to penetrate into the grass root level. The
involvement of bank has helped these groups in utilizing and investing their
accumulated fund in various productive sectors.

Farmers demand of loan are many, so the bank has responsibility and needs to
provide loan to regulate developmental activities of the district and to complete needs
aswell asams of farmers.

The main objective of this bank isto provide loan to farmers. Before providing
loan, demand collection is important. The demand comes much more from farmers for
loan. The bank is not so successful to provide loan to farmers as the no. of demands.

Irrespective of versatile objectives, this bank is still facing hurdles on the path
of agricultural development. It has become impeccable to study financial performance
of this bank in Kanchanpur district. The specific objectives of the study are as
follows:

1) To examine the challenges faced by this ADBL in Kanchanpur District.
2) To examinefinancia performance of the ADBL in Kanchanpur District
3) To provide suggestion for the future improvement program in ADBL in
Kanchanpur
District.
4) To analyzeit'sinternal aswell as external financial sources.
5) To analyze financia strengths and weakness of the Bank.



1.5 Need and Significance of the Study

Bank is essentia for the development of any sector and for the safeguard of
money. In the country, there is an increasing competition in the Banking sectors. As
Bank, ADBL roleisvital for the development of the agriculture sector of the country.
Due to the lack of this type of bank farmers had to suffer financial crisis and they are
compelled to take loan from private sources. Almost all parts of the country, this bank
is serving the farmers and is giving agriculture credit and commercial banking
Sservices too.

Till now no study has been done in this sector about the financial performance
of ADBL inthisdistrict. So realizing the need of the study researcher has selected this
topic. Because without the study of this sector it is very difficult to say how this bank
is performing its financial activities and its performance. In this study researcher has
not included the commercial banking sector in her study due to its own limitation.



1.6 Limitation of the Study

Every work and every sector they have their own limitation. It is very difficult
to cover the entire sector at once and it consumes enough time and resource. The
limitations of the present study are as follows.

1) This study based on the financia report of the Bank as well as views of borrows,
authorized persons of the agricultura development bank limited of the
Kanchanpur district.

2) This study coversjust 5 years period from 2061/2062 to 2066/2067.

3) This study is based on secondary data.

4) In this study, thecomplied data of the bank are used, which are provided by the
Agriculture Development Bank, Kanchncpur.

5) This study does not include the commercia banking transaction of ADBL
Kanchncpur District.



1.7 Organization of the Study:
This study has been segregated into five chapters as:

Chapter 1: Introduction:

Introduction deals with general background of the study, a brief review of
ADBL, statement of problem, significance of study, limitation of study and design of
the study. Introduction of the study consist of brief introduction about origin of
ADBL, its working sector and contribution for the enhancement of agriculture and
problems related to ADBL.

Chapter 2: Review of Literature

This chapter includes review of conceptual framework and previous related
research. For review, the researcher will study previous related research regarding
concerned sector of the bank and other related study to make this study more
meaningful and to get more idea. To get more ideas about financia aspect, Research
and Statistic Research hve aready collected and studied different books of well-
known writers and finally to get more idea and to gain more knowledge regarding
concerned bank, the Researcher has collected lots of publication of bank, other
magazine and daily publication of national level magazine, etc.

Chapter 3. Resear ch M ethodology

This chapter includes introduction, research design, time period covered,
sources of data, analytical tools and research variables. In this chapter researcher will
try her best to give definition regarding research methodology, its am, research
design, its population and sample study. This chapter further includes sources of data,
collection procedure, tools used to collect data and method to analyze it.

Chapter 4: Presentation of Data and Analysis

This chapter includes the presentation analysis and interpretation of data,
which is collected from various sources. This chapter will play the vital role to show
the financial performance of the bank (ADBL) in this Kanchanpur district.

Chapter 5: Summary, Conclusion and Recommendation

This chapter includes summary, conclusion and recommendation of the study. Which
will beneficia to al the concerns. By the study of this chapter anyone can understand
the overall theme of the study.



CHAPTERIII
REVIEW OF LITERATURE

2.1 Conceptual Framework
2.1.1 Financial Performance

Financial performance analysis can be considered as heart of the financia
decision. The growth and development of any enterprise is directly influenced by the
financial policies. Financia performance as a part of the financial management is the
main indicator of the success or failure of the firm. Financia condition of the of the
organization should be sound from the point of view of its stakeholders. Otherwise
institution like bank’s existence cannot be imagined without identifying the financial
strengths and weaknesses of a firm by establishing proper relationship between the
item of balance sheet, profit & loss Account. Unlike other non-banking financial
companies ADBL do not produce any physical goods. They produce loan and
financial innovations to facilitate trade transaction. Because of special role they play
in the economy, the concerned authorities heavily regulate them. Analysis of this
bank’s financial statement is different from that of other companies due to specia
nature of its assets and liabilities

Ratio analysis is a powerful tool of financial analysis. A ratio is designed as
the indicated quotient of two mathematical expressions & as the relationship between
two more things. In financia analysisaratio is used as a benchmark for evaluating the
financial position and performance of affirm. An analysis of the firm’s ratio generally
isthefirst step in financial analysis.

Financial statement analysis involves a comparison of a firm’s performance
with that of other firm’s in same line of business, which often is identified by the
firm’s industry classification. Generally speaking the analysisis used to determine the
firm’s financial position in order to identify its current strengths and weaknesses to
suggest action that might enable the firm to take advantage of its strengths to correct
its weaknesses.

2.1.2 Sour ces of judging Financial Performance
The firm/bank communicates financial information to users through financial
statements and reports. They are the means to present financial situation or position to
the stakehol ders (concerned).
Financial statement provides information about a firm’s position at a point of
time as well as its operations over some past periods.
Financial analysisis one of the process of identifying the financia strength and
weaknesses of the firm by properly establishing relationship between the component
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of B/S, PIL A/C and other operating data. These are the main sources for judging
financial position.

Balance Sheet

The second major statement for sources of financial information is income
statement .It is also The B/S which is a document that reports the financial position of
an organization as of specific point of time. It is one of the most significant financial
statements for analysis of financia performance. It shows the clear picture of the
financial position of business as well as the assets, liabilities of an organization, the
relative proportion of borrowed and ownership capital etc. which are necessary to
anayze and evaluate their financial position at a particular period. Hence, thisis one
of the important resources to examine financial weakness or strength using different
tools of any business firm especialy here about the bank known as profit and loss
account. It may be defined as systematic array of revenues, expenses and other
deductions and net income of a business for a state.

Profit and loss Account
The profit and loss statement (income statement) is one of the key financial

statement a company publishes. The profit and loss statement is issued each quarter,
and a more detailed profit and loss statement is published each year. The profit and
loss statement is like a report card on the company's activities. It presents the net
addition (i.e., net income) or subtraction (i.e., net loss) to retained earnings from
operations over a period of time. The profit and loss statement includes intermediary
calculations of income - including gross income, operating income, and pretax
income, that are crucial to anayzing company operations. The profit and loss
statement also presents earnings per share (EPS), which is central to calculating key
valuation measures, like the P/E. The profit and loss statement has its limitations,
however the profit and loss statement is for a specific span of time, while a company's
activities overlap time-spans. Moreover, critics say, a profit and loss statement is an
artificial accounting construction that can only partly measure a company's success.

Income statement of P/L A/C reflects the earning capacity and potentiality of
an organization .Income statement presents the summary of revenue, expenses and net
income or loss of an organization during specific period of time.

In the context of the bank, loan disbursement and collection, B/S and P/L
A/C do not give al the required information regarding financial operation of an org.
unless the users properly analyze the information reported in these statements.

Financial analysis is a study of relationship among the various factors
pinpointing the strength and weakness of firm so that forecast may be made about
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the prospects for future. In the recent time, financia statement anaysis has played
increasingly important role as atool for examining the real work of going concern.

Anaysis and interpretation of financial statement are attempts to decide the
significance and meaning of financial data. So that a forecast may be made for the
prospects for future income and expenditure, probability for disbursement of the loan,
efc.

Financial statement anaysis is largely a study of relationship among the
various financial factors in a business as disclosed by single set of statements and a
study of trend of these factors.

Financial analysis in the process of identifying the financial strength and
weakness of the firm by properly establishing relationship between the items of
balance sheet and profit & loss account. Thus the analysis of financial statement is an
important aid to financial analysis.

Financial statement analysis is helpful in assessing the financia position
which can help the bank to take investment decision. It is a process of evaluating the
relationship between component part of financial statement to obtain a better
understanding of business concern’s financial health. Different parties can undertake
it, but the nature of analysis will differ on the purpose of the users. Financia
statement analysis does not provide exact answer but it informs about future
expectation.

Financial statement analysis is helpful to the decision maker for finding out
favorable or unfavorable situation of business concern.

2.2 Review of Cases Related to the Study

There are various studies conducted in different aspects of bank. Among the
banks more researches have been done about joint venture banks and different
commercia banks, which play tremendous role in the economy, but banks like
ADB/N are not studied much in comparison to other banks. In the present Study
Researcher is interested to know about whole financial performance of the ADB/N in
this Kanchanpur district. To save herself from the duplication in the study, researcher
has tried to consult previous study in this regard but much study is not done on this
sector so few previous study about ADB/N sector and other related sector are
reviewed in this chapter.

The objective of the study done by Gorakh Khannal (1983) ,entitled “A
study on Agriculture Credit by ADB/N”, was to analyze the lending activities of
ADB/N and to examine the regional distribution as well as cost of credit provided by
ADB/N. The magjor finding of the study are:
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There were only 30 offices of the bank in 1970/71 but it got increased to 1941
in 1981/082. The bank disbursed loan amounting to Rs.19.2 million in 1970/71 which
increased to Rs. 256.4 million in 1981/82.

The performance of the bank on loan disbursement was better during the 4™ plan
period than the 5™ plan period.

Among the various development regions, Mid Development Region

commanded the mgor share of the capital of total loan disbursed by the bank. The
rate of interest charged by the bank was found lower than all other agriculture credit
agencies.
Siddhi Bahadur Shah (1985), conducted a research work on “Performance and
evauation of ADB/N”, to evaluate the performance of ADB/N during the period
1970-80, to examine the lending procedure of ADB/N, to analyze the working of
ingtitutional financing in Nepal. The major findings of the study were as bel ow:

The annual loan collection was lower than the amount of loan disbursement in
the year 1970/071.

The ADB/N provides loan only for agricultural development activities. But it
was found that a heavy amount of loan was distributed for individuals instead of co-
operatives & village committees. It was a major problem of the loan disbursement to
such individuals.

The study of Jaya Satyal (1985), entitled “Performance Evaluation of
Agriculture development bank of Nepal”, concluded that because of its expanding
activities financing resources has to be increased each year and this trend was more
impressive since 1979/80. The outstanding loan of the bank at the end of the year,
1982/83 was Rs. 689483 thousands which indicates the increasing figure of
outstanding loan every year. The bank had disbursed the loan according to the need of
the farmers. While disbursing loan, top priority was given to cereal, cash crops
production and based industries marketing, etc.

Regarding the loan disbursement repayment pattern, Ganesh Bahadur Chand
(1988), conducted a research work entitled “Loan Disbursement and Repayment of
ADB/N” and the study revealed that the loan disbursement by ADB/N and repayment
of loan both were increasing.

The loan collection of bank seemed to be directly proportiona to the loan
disbursement because both shown movement in the same direction.

The loan disbursement percentage did not decrease from 46.07, every year of the
study period. It showed that was a systematic relationship between loan disbursement
and repayment of loan.

Repayment situation of disbursement of loan to the production input and
industry warehouses, marketing purposes which absorbed maor portion of ADB/N
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loan reveds very higher percentage of repayment out of total loan as compared to
other.

In case of percentage repayment of total outstanding loan production inputs
and agro-industry, warehouse, marketing and percentages of repayment to the farm
mechanization, irrigation, tea, horticulture and live-stock, poultry and fisheriesis less
satisfactory.

The research work conducted Jayanti Shrestha (1989), entitled “A study on
the impact of ADB/N on Nepalese agriculture”, aimed to study the loan disbursement,
repayment and outstanding were of ADB/N to understand to the how far ADB/N has
changed the traditional farmer practice, to find out the success of ADB/N and to
provide facilities to small farmers, etc.

Economic condition of small farmers was too poor because of the low
productivity of the land, it could be improved through the technological changes in
this sector.

The bank had disbursed Rs. 59637 thousands 986/87, where as the total
repayment in the same period was only Rs. 434378 thousands. This showed that the
repayment situation was not satisfactory.

The production of paddy, wheat, maize, tobacco, potato, vegetable etc. had
increased after the introduction of tractor.

The objectives of the research work conducted by Madan Kuma Regmi
(1993), entitled, “Role of institutional credit in financing Nepalese agriculture”, were
to analyze the role of institutional credit in Nepalese agriculture, to examine the trend
of present credit distribution pattern of different institutions and pointed out the mgjor
problem faced by the existing agriculture credit institution.

Sgjha & Cooperatives have dominating role in village level institutions but
they were mainly based to large farm size groups.

Although the capability of loan disbursement of ADB/N has increased considerably,
but the loan facilities of ADB/N has reached to the target groups at grass- root level.

Institutional credit under various plans financing agriculture seemed that the
rate of loan disbursement has decreased throughout the plan period.

Institutional credit was directed towards operational production and capital

formation purpose rather than consumption & other purposes.
The study conducted by Sagar Shrestha (1994), entitled “A study on disbursement
and collection pattern of SFDP-ADB/N”,concluded that the disbursement and
collection policy should be ssimplified, so that small farmer members should get credit
easily. The unnecessary procedures should be avoided which enable the small farmers
to get the credit with in a shorter period and get benefit quickly as possible. The
unnecessary paper work and formalities make uneasy/boring feeling to the poor and
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other borrowers also. So if they want to disburse the loan amount in specific
prescribed field, there points should be considered.

The pattern of institutional agriculture financing has been analyzed by Ashok
Bahadur Amatya (1998), in his thesis, entitled,“Institutional Agriculture Financing
in Nepal”. The objectives of the study are to analyze the operation and achievement of
ADB/N in Doti district, to examine the increasing trend of outstanding loan in the
district & its causes. The study concluded that:

Outstanding loan to sampled household between the period 1973/74 to
1981/82 had shown increasing trend.

The anaysis of repayment and outstanding loan, showed that, taken by small
farmers group of the samples household for the purpose of fruits, buffaloes, irrigation
& cardamom plantation had not been repaid.

Repayment of loan in each class of the sample household, which has covered
only eight households, were only 19 percent of the total households repaid and
remaining loan was not paid.

Mr. Rudra Prasad Dahal (1999), in his article entitled, “Agriculture
development bank today and tomorrow”, concluded that ADB/N is only such types of
financial institution which is working in remote places of the country. In comparison
to ADB/N, other financial institutions are not able to reach on remote area and to
enlarge their services.

Not only in crop cultivation, it is also providing its support in agriculture, horticulture,
sugarcane, special crops, etc. It is playing an important role in production, processing,
storage, marketing management and so on.

It is adso playing important role to establish rural agro based and cottage
industry by providing loan. From it getting employment in different sector directly or
indirectly benefits many people in the country. It is also providing alot of support to
modernizing agri.-tools (tractor, irrigation, machine, etc).

It is giving a lot of support to the people of terais & hilly region families by
providing capital and technical suggestions to establishe bio-gas plant. From the year
2032 B.S,, for poverty dleviation, it had started group-based work to increase the
capability of technical skills and management aspects. It is the first bank, which has
started such a group concept to enhance managerial and technical capacity by
grouping deprived section of the society.

Mr. Devendra Pratap Shah (2000), in his article entitled, “For the continuity
of reform program”, concluded that due to the conflict situation of the country it is
very difficult for the bank staffs to do collection because of the threatening of the
Maoist. In many district staff feel frightened to visit the field. In some places collected
amount also looted by the Maoist. Due to security problem, not only SFDP, big
branches are also shifted in center. Many new offices cannot open. Due to Nepal
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Bandh and other incident happened in the country many sectors are badly affected and
ADB/N cannot remain isolate by the situation of the country.

To increase the disbursement and to boost the production according to the
climate, market feasibility, entrepreneurship, etc. Much emphasis should be given on
specia types of crops and branches should run according to the responsibility
concept. ADB/N is doing alot through SFDP for poverty alleviation but due to many
reasons there are many problems. Staffs are reluctant to stay in the village. Maoist are
trying to remove SFDP from village, dueto it there is less support of donor agency.

Dr. Shiv Sharma & Mr. Ram Kumar Sharma (2003), their article entitled,
”Review of macro economic environment for agriculture growth”, concluded that the
high and sustainable overal economic growth of a country is the key factor for
creating a congenia environment for production, employment generation and
aleviation of poverty of the total economic activities. Agriculture is the mainstay in
Nepal asit isthe main source of livelihood for majority of Nepalese people.

Agriculture Development Bank of Nepal was established to cater the credit
demands of farmersin 1968. The Nepal Rastra Bank (NRB) is aso making refinance
available to ADB/N. The NRB’s assistance to ADB/N is primarily guided by the idea
that without the development of agriculture, economic growth in general and
eradication of poverty in particular cannot be achieved. Keeping this objective in
mind, ADB/N is mobilizing funds and extending resources to the rural sectors. With a
view to facilitate this process, some ADB/N branches are permitted to conduct
banking services in urban and semi urban centers. A Large amount of funds thus
collected from the urban and semi-urban centersis transferred to the rural areas. Apart
from this ADB/N is also operating small farmers development projects (SFDP), since
1975. The government used to provide subsidized inputs to framers in the past. These
subsidies included chemical fertilizers, irrigation, biogas, solar energy, small
hydropower, food transport to hills and interest subsidy to micro-farm loan. The ratio
of providing subsidies was to encourage farmers to use modern agriculture inputs and
there by increasing agriculture production and productivity. But because of budgetary
pressure and policy of liberalization, these subsidies enhance market competitiveness
and aso curtail rich Nepali and Indian farmers are abstaining from subsidy provided
by HMG/N. Resource poor farmers are abstaining from modernizing their farm, as
they lack liquidity and incentives. Technology adoption also might have slowed down
consequently and productivity is not accelerated. This is also affected the Nepalese
agriculture as well as Indian agriculture. India still continues the practice of fixing
minimum support and procurement prices where as Nepal has withdrawn from it.

Mr. Yogendra Regmi (2004), in his article “Factors affecting profitability of
the bank”, concluded that to run the bank there is the need of different types of
expenses like staff expenses, office expenses and other expenses. These expenses can
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be controlled by increasing efficiency, effectiveness, knowledge, skill, strength, etc.
To increase the income of bank there is a need to increase quality of loan .It should
not disburse loan rather then to disburse in poor sector where there is less possibility
of refund. While disbursing loan, there is the need to do proper identification and
selection of mortgage, reliable and responsible customer should be selected. There is
also the need to motivate (rememorize) the customer for timely payment of interest.

On the name of recovery of loan, there is increasing the ‘Sakar Gareko
Sampati (Assets)’. These types of assets do not give any return to the bank. So this
types of unproductive assets should be converted into liquid assets by selling it and
the bank should develop such a policy.

Mr. Badri Raj Subedi (2004), in his article “Message delivered by ADB/N

statistical figure”, stated that interest income can be earned by disbursing loan. If loan
is disbursed without proper analysis then neither interest nor principal can be refunded
& overdue problem will arise. Due to it there is need to keep provision of doubtful
debt. Therefore bank should not invest on such a project where there is less chance of
recovery. Reform program of the bank has also taught the same lesson. There is a
trend to do investment forgetting the negative aspect. It is aso a responsible factor
behind increasing non-performing principa and interest. It has become necessary to
be clear about either bank to do investment or distribution. Bank should not loose its
strength and bear the burden of non performing assets. It should try to do its utmost
effort to convert such assets into performing assets. For it bank should try to reduce
such mortgage.
As regards the condition of revenue and expenditure Dev Hari Subedi (2005),
successfully conducted a research work entitled “Revenue and Expenditure of
Agriculture Development Bank (A case study on commercial sector)”.The study
concluded that, the analysis of the position of deposit in ADB/N show that the deposit
raised by the bank are not properly utilized. This also reflects the lack of definite
policy of ADB/N.

Although ADB/N has not met its social obligation. It has failed to meet
commercia sprit. Opening new branch and investing money in different sector of the
economy without consideration its commercial viability has ultimately resulted in the
low return on investment.

There has been sharp increase in the bank branches throughout the country.
However, they have not grown at desired rate.

Higher collection of deposits has facilitated the bank to provide higher volume
of loans and advances.

In the commercial banking transaction, direction of NRB is not being followed
asthereis not classification of loans and interest is not generated in revenue.
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Current assets of the Bank were less than current liabilities, during the study
period. It indicates that ADB/N commercial sector currently, is not capable to pay its
current obligation.

During the study period it is found that ADB/N’s quick ratio position is not
well according to traditional rule though the increasing trend seems to be satisfactory.

Cash and bank balance position of ADB/N with respect to deposit is not
satisfactory.

The funds collected from investors are properly mobilized in later years than
the previous year. Return on shareholders equity is in increasing trend, which is a
good result.

The earning per share is increasing every year-by-year reflecting satisfactory
trend for the financial viability in the future of Bank.

Deposits are increasing; consequently, interest expenses are also increasing.

Spread income is maor source but spread and burden income is negative so
the bank is in operation of loss. Trend of P/L share that the decrement size loss is
fluctuating.

Regression analysis has shown that more than 30% deposit invested in loan
and advances. Earn Rs. 0.687 as revenue against Rs.1 investment made. It shows that
position of revenueis very week.

Ratio of interest income to total income is almost more than 92%. It shows
that the bank is more depended on interest income.

Ratio of other income is less than 8%. So ABD/N should be more careful to
collect income from other source.

Dr. Manohar Krishna Shrestha (2005), in his article, “Commercial Banks
Comparative Performance Evaluation” concludes that, JVBs are operationally new,
efficient, having superior performance while comparing to other local banks Better
performance of JVB is due to sophisticated technology, modern banking system,
method and skill. He further remarks that local Banks are efficient and expert in rural
sectors dealing but having number of deficiencies, they are lacking to generate
required revenue. So the local bank has to face growing constraints of socio economic
political system on spectrum and that of issues and challenges of JVBs, commanding
significant business on other spectrum.

Dhruba Kumar Shrestha (2006), conducted a research work to access the financial
position of the bank and the study revealed that.

The major source of revenue of ABD/N is interest on loan and maor head of
expenditure isinterest on deposit.
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The bank has over staffing problem. There are a large number of non-permanent
staff that are appointed with no functioning requirement.

Though the repayment rate is increasing over the years profit picture of bank is
gloomy.

Though total deposit collection is in increasing over the year. It is good for
investment opportunity to the bank and overdue loan has also been increased
every year. It is great challenge to the bank.

The increase in interest receivable over the year, is a challenge for bank because it
increases the doubtful debt account.

Regression between loan and deposit shows that out of Rs.1 deposit, Rs. 0.9457
will be invested as loan. And regression between cost and revenue shows that
every Rs.1 earns only Rs.1.0407 as revenue.

Liquidity position of bank isweak. Bank is not able to pay its current obligations.

Likewise cash and bank position of ADB\N with respect to deposit is not
satisfactory.

Though earning per share is increasing every year it is not adequate in relative to
investment.

Ratio of other income to total income is less than 5% so bank should be more
careful to collect income from other sources.

There is afrequent and continuous governmental interventions, which hamper the
smooth functioning of the bank.

The customers require to go through lengthy and complicated process to get loan.
Dhruba Kumar recommended the suggestion that more than 90% people live in
village so without due consideration to this rural mass, the economic and socia
development in the country is unthinkable. The geographical barrier and the limited
resources have resulted social disparities in the country. So in such situation ADB\N
should also strive for overall economic development of the country. The main sources
of funding are internal borrowing the bank has to reduce dependability and find out
way to build up resources base.

He further recommend following suggestions to improve the existing situation.

Amount of loan collection of ADB/N isin increasing trend but percentage of loan
collection is not satisfactory. Due to this reason the provision for doubtful debt is
going to increase every year. So management should give keen attention to that
collection of loan and interest.
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Interest receivable of bank is increasing on an average. It increases doubtful debt
account. So management of bank should take step to reduce its interest receivable
immediately.

The bank is not able to pay its current obligations. So it should be more liquid
than current position. It is better to increase its current ratio to 2:1.

Return on assets ratio is decreasing last two fiscal years during the study period.
So bank management should take immediate action to increase thisratio.

During the study period return on shareholders equity ratio is not constant. In
secondary market, it indicates bad impression to the potentia investors.

EPS indicate the shareholder weathers wealth last fiscal year of the study period
EPS is not satisfactory, so bank should maintain its EPS at least previous fiscal
year.

Interest on loan isthe main source of income. So bank should increase the share of
income form non-finding business source (i.e. bank guarantee, bill discount, bank
draft and so on) and other sources.

ADBI/N is suffered by overstaffing. There is golden handshake program to manage
this problem but not effective. Bank is unable to retain efficient staffs.

Unnecessary legal formalities has badly affected the ADB/N. Bank is unable to
grasp opportunities from environment due to these formalities. Bank should be
free from these formalities. If so, bank would be able to attract the valuable
clients.

ADB/N has suffered by government and political interventions. Most of
temporary staff are appointed on the basis of political ideology. They do not work
in the interest of bank but they influence even managerial jobs of the managers.

ADB/N islunching commercia banking sector since 2040 B. S. It is purely profit-
oriented program of the bank. So branch of commercia banking sector should be
opened only in profitable areas on the basis of rate of return expected.

Monitoring evaluating and controlling mechanism of the bank is not effective.
Good leadership and participative management are essential for effective
monitoring, evaluating and controlling.

“Reform program 2054” of banking is beneficial for both bank and clients. It
should be brought into publicity, so that, they accept it as their own program.

Mr. Mahendra Kumar Shrestha (2007), in his thesis, entitled “Performance
Evaluation of Agriculture Development bank as source of Agriculture Credit in
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Nepal”, state that the main problem in agriculture is related not only to agriculture
finance but aso with other non monetary factors such as input , lack of technical
knowledge and landlessness. Therefore al these factors should be taken into
consideration while introducing modernization process in this sector.

He further states that in our country credit is one of the indispensable factor for the
agriculture development of the country. Only the personal saving does not meet
financial need for farmer. Financial institutions help to meet the need of the farmer.
Therefore, the farmer who has very small capacity to save due to their low level of
income, credit becomes indispensable for them to purchase modern farm machinery,
improved seeds and fertilizers, to develop the market-oriented agro-business and so
on so forth.

ADB/N had been devised as in instrument for easy accessibility of credit for poor
farmers, but in its operation mainly large and medium farmers have been
benefited by its credit. Small and very small farmers have still to depend on
traditional sources.

Thus, magjority number of the farmer has preferred to approach co-operatives,
village moneylenders, friends and relative for credit. They have given least
preference to ADB/N in comparison to these agencies.

Outstaying ADB/N credit is mounting because of poor recovery situation due to
misuse of loan in non-productive use.

Non-borrowers and borrowers both have complain about high interest rate,
stringent security rules and difficulties in securing loans on time of need.

To make agriculture credit more purposeful as well as more effective he suggests
some recommendations as follows.

1) The studies have inference that people in the hilly areas are shying nature and are
generally reluctant to mix up with the outsider. It is therefore imperative that the
bank staff should be properly trained, among other thing to develop cordial
relationship with the village. The staff should also be asked to mix up with people
and work like afriends, philosopher and guide them. This will lead to the creation
of a congenia atmosphere, which will in a big way, help the bank in recovering
the overdue.

2) A number of borrowers pointed out that they themselves delay the repayment in
order to meet their other urgent needs as they had experienced under cut of loans,
so repayments are delayed. Thus there are immediate needs that bank financing
should become a regular and constant feature in these areas. So that villagers
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3)

4)

5)

6)
7)

8)

9)

should be encouraged to avail of the benefit from the various banking scheme
offered by bank for their socio-economic growth.

Efforts should be made to visit the areain groups for recovery purposes, the field
staff of all the branches of bank where the services are common or adjoining to
each other should jointly go for recovery trips.

ADBI/N credit provision must not be security based against loan rather it should be
service oriented.

ADB/N should keep watching over the farmers to make the loan used, properly or
not.

Complexity in the lending process of ADB/N should be avoided.

Recovery camps should be organized during recovery seasons in and around the
areas where there are heavy overdue.

The bank should launch a campaign for imparting primary knowledge as a part of
its function. It provides timely knowledge about modern innovations to the
farmer.

If a borrower does not repay loan, in spite of persuasions and if all the normal
methods for recovery have been exhausted, banks should file the suit. It has been
found that the field staff waitstill the limitation period expires, even if aloan been
misutilised right from the beginning. In such cases, delay reduces the changes of
recovery. Thus it is suggested that, immediate action should be taken which will
not only improve the chances of recovery of the loan but will also serve as a
lesson for others, who may like to misuse the credit. Similarly, in case of willful
default, no time will be lost in taking decision. The bank should periodically
discuss the progress of court cases and proper action should accordingly be taken.

10) There is lack of transportation facility in the country, especialy in hilly

regions in the one hand and the offices of ADB/N are mainly concentrated in

the head quarter of the district on the other. It has created serious problems

for rura people because the majority of farmers are living in the rura areas

and as there is no transportation facility. It takes many hours to reach there on
foot, so there isleast possibility of getting loan or depositing there saving by
small farmers who work daily from morning to evening for their livelihood. So it
is suggested to expand the number of branch and sub- branch offices in the rural
parts of the country.

11) Though ADB/N provided inputs for enhancing large agricultural production but

the Nepalese farmers do not know the input production. Only providing inputs do
not guarantee high production, if combination of inputs falls behind. So ADB/N
should made the farmers acquainted of input combination and input production
relationship.
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12) Our agriculture is mainly dependent on vagaries or nature. The degree of
dependence increases further more in case of smallholdings owned by marginal
farmers. In case of the failure of crops, they find it hard ton maintains themselves
and the question of recovery of loans by ADB/N becomes impossible for some
successive year. To meet such a situation, risk stabilization fund must be created
by crediting sums from different sources.

13) It is also essential that overdue should be monitored periodicaly at the branch
and controlling office. In this connection, it isimportant to ensure that the demand
collection and balance register be properly maintained.

Research Gap :

This study will try to show the current issue, latest information on financial
indicators, data and real picture of financial performance of ADBL Kanchanpur
District. This study covers the recent financial data, NRB circular and guidelines.
Studies previously conducted to show latest pictures of financial indicators, researcher
covered the recent financial performance and collect the latest information of changes
that occur in this period.

The Agriculture Bank had been working just for agriculture development
before 2063 under remaining, Company Act 2063. Later on Company Act 2063 was
changed & Agriculture Development Bank became Agriculture Development Bank
Ltd and its working activities also become broad & regulating new different activities.
The overal disbursement of cereal crop, cash crop, horticulture, irrigation, bio-gas,
Agri. & domestic industry, Agri. Business, Non — agri. credit details of data are
related up to 2063. Since 2063, those overall disbursement pattern in different topics
have been changed, like the cereal crop, cash crop, irrigation, agri. business &
horticulture disbursement topics have been compiled as Agriculture activities as well
as the bio- gas & agriculture and domestic industry disbursement topics have aso
been compiled as production. The Trend Analysis of loan disbursement on different
topics has also been carried out on the same basis. Hence, this study fulfills prevailing
research gap of analysis of the financial performance of ADBL Kanchanpur.
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CHAPTER 111
RESEARCH METHODOLOGY

3.1 Research design

A research design is a plan of the proposed research work. Stated in simple
language, it is a plan of action, a plan for collection and analyzing data in an
economically efficient and relevant manner. It is a blueprint for the research. It is
conceptual structure within which research is conducted.

A research design is not a highly specific plan to be followed without
deviation, but rather a series of guide posts to keep one headed in the right direction.
A research design should be based more or less on some methodology. The research
design should be made once the topic of problem of research, have been selected and
formulated, objectives have been properly outlined, concepts have been properly
defined and the hypothesis or hypotheses have been properly framed. The process of a
study is best promoted by a research design, which can be definitely helpful in
achieving optimum objectivity, efficiency and reliability. However, any research
design is only tentative in the sense that as the study progress, new facts, new ideas
and new conditions may make their appearance, which may necessitate a change in
original plan. This research design cannot be an inflexible plan. A flexible research
design which provides opportunity for considering many different aspects of a
problem, is considered appropriate if the purpose of the research study is that of
exploration .But when the purpose happens to be an accurate description of situation
or of an association between variables, the suitable design will be one that minimizes
bias and maximizes the reliability of the data collected or analyzed. A good design is
often characterized by adjectives like flexible, appropriate, efficient, economical and
so on. Generally, the design which minimizes bias and maximizes the reliability of the
data collected and analyzed is considered as a good design.

In other words research design is the arrangement of conditions for collection
and analysis of data in a manner that aims to combine relevance to the research
purpose with economy in procedure. In fact the research design is the conceptual
structure within which the research is conducted. The research design of this study is
both analytical and descriptive.

3.2 Sour ce of data

The research is conducted on the basis of primary and secondary data .Present
study is mainly based on secondary data. However, necessary suggestions are also
taken from various experts concerning the Bank.
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The necessary financial data is obtained from different Branch, Sub branch
offices as well asregional office of ADBL, which islocated in Dhangadhi .
Likewise other necessary information are also obtained from the monthly report of
bank ,Samachar , other publication , annual repot of this bank , annual report of the
regiona office Dhangadhi ,report and other published materias like newspaper,
journals, magazines, test book, websites and other thesis.

The researcher has aso obtained information through an informal talking with
official of regional, branch and sub branch of ADBL as well as agriculture related
officials and farmers (who frequently visit the Bank) in Kanchanpur.

3.3 Population / Sample of the study

This study is based on the overal financia performance of ADBL,
Kanchanpur of all branches expect the commercial banking office. ADBL of this
district comprises of 3 branch and one sub branch office established in different parts
of the district. 1t’s working in one municipality (Bhimdatta municipality) & 3 VDCs (
Suda, Belauri, Dodhara Chadani). It is considered as the population the present study.

3.4 Procedure of the data collection

In order to obtain the required data and information, the researcher made
several visit to the concerned banks of ADBL and conversed with the concerned
personnel. The researcher aso visited regional ADBL of Far Western Devel opment
Region to get factual information and other bulletins and publication of bank. Besides
it, for the detailed study and for review of literature the researcher has visited library
of Kailali Multiple Campus (Dhangadhi).

In spite of it many other necessary information are collected through
observation and formal as well as informal discussion with the concerned authorities
of the bank under study.

3.5 Methods of data analysis
All the analysis will be used on secondary data. The secondary sources of data

and those which are publicities available in before hand in this study data, are
collected from different sources ,Agriculture Development Bank Website such as
www.ADBL.gov.np; www.google.com and the respective firms. Central office of this
organization’s annual report is collected and some related information are taken from
people concerning and relevant to the study. The analysis of data of 5 years will be
taken as sample from 2061/02062 to 2065/2066. These will be analyzed in two ways.

i. using financial tools

li. using statistical tools
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3.6 Tools and Techniques of Analysis
3.6.1 Financial Tools
Financial tools are those, which help to study the financia strength and

weakness of the sample firms. The financia tools used in this study are as follows

iii. Ratio Anaysis

iv. Revenue Analysis

v. Expenditure Analysis

vi. Profitability Analysis

vii. Other Analysis

Ratio Analysis

Ratio analysis is a powerful tool for financial analysis. It has been a maor
tool used in the interpretation and evaluation of financial statement since late 1800. A
widely used tool of financial analysis is ratio anaysis .1t refers to the numerical or
guantitative relationship between two items or variables.

The ratio helps the researcher to make qualitative judgment about the firm’s
financial position and performance. Ratio anaysis is an important way to state
meaningful relationship between components of financial statements. Ratio, guidesin
evauating the financial position and operations of an organization and helps them
comparing with past year or with other organizations .A ratio is calculated by dividing
one item of the relationship with the other.

The ratio analysis involves comparison for useful interpretation of the
financial statements. Ratio is quantitative relationship between items .1t is defined asa
systematic use of ratio to interpret the financial statement so that the strength and
weakness of a firm as well as its historical performance and current financial
condition can be determined.

Financial analysis is used as an index or a yardstick for evaluation of the financial
position and performance of a firm. Ratio analysis is a yardstick tool to evaluate the
financial performance and conditions of the firm.

The operationa and financial problems of a business concern can be
ascertained by examining the behavior of these ratios. Financia ratio helps to make
gualitative judgment. The objective of the present study is to compute, analyze and
interpret financia ratio so as to determine their behavior in financial institution.

As atool of financia analysis ratio can be expressed in term of percentage
fraction or a stated comparison between numbers.

Ratio analysis involves basic standards of comparison for a useful
interpretation of the financial statements. A single ratio by itself does not indicate
favorable or unaffordable condition of a firm unless it is compared to some
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appropriate standard. Selection of proper standards of comparison is the most
important element in ratio analysis.

Ratio analysis provides guides and clues especialy in spotting trends towards
better or poor performance and in finding out significant deviation from any average
or relatively applicable standard.

There are different types of ratios, which can be used for financial anaysis of
bank.

Revenue Analysis
Bank generate revenue from different sources. Interest income is the magjor
source of revenue. There are fund and non-fund based income. Interest income is fund
based and other are non —fund based income. More revenue encourages the bank to
enlarge its sector. Higher interest collection of Bank means good performance of
Bank and vice versa.
a) Interest Income to total income ratio
Interest income has been the prime source of income to banks. This ratio shows
the position of interest income to total income.
b) Other Income to total incomes ratio
It is computed by dividing other income by total incomes. Interest income is main
source of income to the bank. So in this study al kinds of revenue income except
interest income income included in other income.

Expenditure Analysis

Expenditure on Employees & offices, discount on interest, doubtful debts and
other miscellaneous expense are the main items of expenditure in banks. This study
represents expenditure of 5 years. The ratios that are being analyzed under this
heading are staff expenses to total income ratio, office expenses to total income ratio,
discount on interest to total income ratio, doubtful debts to total income ratio and
other expenses to total income ratio.

Profitability Ratio

Profitability is a measure of efficiency and the search for it and provides an
incentive to achieve efficiency. Profits provide the money for repaying the debt
incurred to finance the project and the resources for the internal financing expansion.
The profitability of afirm can be measured by its profitability ratio.

A company should earn profit to survive and grow over the time. Profit can
also be defined as an ultimate output of the company and it is calculated to measure
operating efficiency of the company. Besides management, both creditors and owners
are interested on the profitability of the firms because creditors and owners are
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interested in the profitability of the firms because creditors want to get a reasonable
return on their investment.

Profitability ratio measures the overal performance of the firm by determining
the effectiveness of the firms in generating profit. In the context of bank it is
calculated by relating the profit on its investment.

The mgor profitability ratio, which has been implemented in the present
study, is:
return on assets —

Thisratio isimportant for measuring the profitability of funds. It measures the
firm’s return on investment of financial resources. It shows relationship between
profit and total assets. It provides the information about the proper utilization of the
resources. Lower return of asset means lower profit and higher return means higher
profit.

In this study the ratio is examined to measure the profitability of all financial
resources in the form of bank assets.

Theratio is computed by:
Return Assets = NPAT
Total Assets
Where, NPAT = Net Profit after Tax
Other Analysis

Apart from the ratios that are being already mentioned there are certain ratios
that has helped in analysis the financial performance of ADBL Kanchanpur District.
The ratios are cash and bank balance to total assets ratio, fixed and other assets to
total assets ratio and outstanding loan to total assets ration.

3.6.2 Statistical tools

In this study collected data from various sources are managed analyzed and
presented properly with the help of formats and tables. It further analyzes the
collected data using statistical tools such as trend analysis and correlation according to
need.

i) Trend analysis

Trend analysis is a statistical tool, which will highlight the previous trend of
the financial performance and helps in forecasting the future financial results. Trend
analysisis done to know how much it would be in next year if it follows the pattern of
past year. This study analyses the trends of 1oan disbursement, lone collection, interest
collection, loan outstanding, overdue loan and interest receivable.
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ii) Correation analysis

The correlation is a statistical tool which, studies the relationship between two
variables and correlation analysis involves various methods and techniques used for
studying and measuring the extent of the relationship between the two variables.

“Correlation analysis contributes to the understanding of economic behavior
aids in locating the critically important variables on which others depend, may revea
to the economist the connections by which, disturbance spread and suggest to him, the
paths through which stabilizing forces may become effective.” (W-A-Ne swanger)
Correlation can be either positive or negative.

Correlation is defined as the relationship between (among) the one dependent
variable (or factor) & one (or more than one) independ variable or factor. In other
words correlation is the relationship between two or more variables. For e.g.
agricultural production is dependent open the quality of seed fertility of soil, amount
of rainfall and fertilizer used.

As the expenditure depends on the income. An increase in the monthly income
results in increase in, monthly expenditure. Hence the two variables income and
expenditure are said to be positively correlated.

As the demand of any commodity depends on the price of that commaodity. An
increase in the price of the commodity results in decease of the quantity demanded.
Hence, the two variables price and demand are said to be negatively correlated.
Similarly an increase in the amount of fertilizer used, irrigation, insecticide etc and
resultsin increase pf agricultural production and so on.

Thus correlation is a statistical tool. With the help of which we can determine
whether or not two or more variables are correlated and if they are correlated the
degree and direction of correlation is determined.

The formula for measuring correlation coefficient by Karl Pearson’s method is -
_ N& w - (& x)&y)
IN& - xS nay- (&)

The values of the collection of correlation shall always between Oand 1.
Whenr = +1, it meansthere is perfect positive correlation between the variables.
When r = -1, it means there is perfect negative correlation between the variables
When r = 0O, it means there is no relationship between the two variables.

The computation of correlation in the study highlights the relationship
between overdue and doubtful debts, profit and interest income and expenditure ands
doubtful debts.

iii) Probableerror
The probable error of the co-efficient of correlation helps in interpreting its
value is obtained by using the following formula -
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PEr = 0.6745 1-r°
N
If the value of r < Per then there is no evidence of correlation and value of r
isnot at significant level. If the value of r is more than six times of the probable error
(PEr) then it means both the variable are highly correlated at significant level.

3.7 Presentation and Analysis of Data

The presentation of the data broadly classified into the following two

categories:
i) Tabular Presentation
i) Diagrammatic or Graphic Presentation

The process of arranging the data into groups or classes according to
resemblances and similarities istechnically called classification. Thus classification of
the datais preliminary to its tabulation. It isthusfirst step in tabulation.

On the others hand the diagrams and graphs are nothing but geometrical
figureslike points, lines, bars ,squares ,rectangle, circles ,cubes etc, pictures, maps or
charts.

It is important, convenient, appealing and easily understood method of the
form of diagrams and graphs.

In this study also the researchers will try her atmost effort to analyze the data
with the help of tabular presentation and graphic and diagrammatic presentation
applying appropriate research methodol ogy.
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CHAPTER IV
PRESENTATION AND ANALYSISOF DATA

4.1 Analysis of Disbursement and Collection of different activities

Agriculture Development Bank of this Kanchanpur district has been doing its
disbursement in different agriculture and non agriculture sector according to the
demand of the people who are mainly engaged in agricultural activity by accepting
mortgage to assure the refund of |oan.

Loan investment is the major source of earning for the bank. It plays a major
role to increase the revenue of banks.

Theloan is default free then interest can be collected easily and refund of loan
is also possible but if there is no-good disbursement of loan then it is very difficult to
receive the interest as well as refund the disbursed loan . It shows the worst
performance of the bank. The position of overal disbursement of ADBL Kanchanpur
district during the study period has been presented in table 4.1
4.1.1 Analysis of Overall disbursement

In this topic researcher has tried her best to analyze the data by tabulation and
presenting inn graph to find out their trend indifferent FY .ADBL in Kanchanpur
district doing its disbursement in different topic according to the demand. The
position of overall disbursement of ADBL during the study period has been presented
inTable4.1

Table4.1
Overall Disbursement of loan
Fiscal year Amount (Rs in “000) Per centage
2061/2062 141233 21.15426
2062/2063 131671 19.72203
2063/2064 133567 20.00602
2064/2065 129215 19.35417
2065/2066 131948 19.76352
Total 667634 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.1 indicates that overall disbursement was highest in FY 2061/2062
and lowest in FY 2064/2065, in terms of percentage, it was 21.15426% and 19.35%
respectively. The total disbursement loan was sometime decreasing and some time
increasing during the study period followed by 21.15%, 19.72%, 20%, 19.35%,
19.76%, & 19.76 from FY 2061/2062 to 2065/2066 respectively. This trend is
presented in figure 4.1
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Figure4.1
Overall Disbursement of L oan
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The Agricultural Bank had been working just for Agriculture Development
before 2063 under remaining Company Act 2063. Later on Company Act 2063 was
changed. The Agriculture Development Bank became Agriculture Development Bank
Ltd, and working activities also become broad. After being limited bank, the
agriculture bank also has been regulating new different activities. Before 2063 the
bank was not Agricultural Development Bank Limited. In that time this bank was just
development bank, so we get just 2 years data of the disbursement which are as
follows:

4.2.2 Analysis of disbursement in Cereal Crops

Cereals are the one of the main crops in this district. Most of the farmers of
this district are earning their livelihood through it. Cereal crops consist of wheat,
paddy, maize, millet And so on. In this sector ADBL had disbursed as shown in Table
4.2

Table 4.2
Disbursement in Cereal crops.
SN Fiscal year | Amount (Rs in “‘000) Per centage
1 2061/2062 | 10559 68.83
2 2062/2063 | 4781 31.17
Total 15340 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to
2065/2066

Table states that there was highest disbursement in cerea crops in the FY
2061/2062 and the lowest in FY 2062/2063. In terms of percentage, it was 68.83% &
31.17% respectively. In thistime this was only a development bank.
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Figured.2
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4.1.3 Analysis Disbursement in Cash Crops

Cash crops comprises of sugarcane, vegetable, oil seeds etc. ADBL of this
district had disbursed for the same as shown in Table 4.3

Table4.3
Disbursement in Cash crops.
S N Fiscal year Amount (Rsin ‘000) Per centage
1 2061/2062 10578 58.14
2 2062/2063 7616 41.86
Total 18194

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to
2065/2066

Table 4.3 reveded that there was decreasing trend of disbursement on cash crops up
to FY 2061/2062 to 2062/2063. In terms of percentage, the disbursement was 58.14%

& 41.86%.
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4.1.4 Analysis Disbursement in Irrigation
It is a well-known fact that irrigation is the first and foremost need of the
agriculture sector. In past the government used to give subsidy in this sector but later
on the government changed policy and thereafter farmers started to take loan form
different bank. Situation of irrigation loan provided by ADBL during the study period
has been presented in Table 4.4

Table4.4

Disbursement in Irrigation.

S.n Fiscal year Amount (Rs in “000) Per centage
1 2061/2062 300 71.43

2 2062/2063 120 28.57

Total 420

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
It is observed from above table 4.4 that the disbursement amount was decreasing. The
Bank disbursed the highest percentage (71.43%) & lowest percentage (28.57%).

Figured.4
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4.1.5 Analysis Disbursement in Biogas
In this district biogas has become a good source of fuel for cooking.Gaenerally
rural people use this gas because for this, there is need of dung of buffalo, cows etc.
So there was fluctuating demand of loan from this sector as shown in this Table 4.5
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Table4.5

Disbursement in Biogas

Sn Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 1436 74.17

2 2062/2063 | 503 25.94

Totdl 1939 100

Source :-ADBL Branch office of Kanchanpur District , FY 2061/2062 to 2065/2066
Table 4.5 showed that the disbursement in biogas. In term of percentage 74.17% in
FY 2061/2062 & 25.94% in FY 2062/2063.
In biogas, if investment done once then in same place there is no need to do
investment again and again. On the other side due to increasing urbanization and
availability of LP gas, the demand of loan on this sector is decreasing.

Figured.5
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4.1.6 Analysis Disbursement in Agriculture and Domestic Industry.
Agriculture and domestic industries are aso the sectors for disbursement of ADBL. It
has been giving loan as shown in Table 4.6

Table4.6
Disbursement in Agriculture and Domestic Industry .

SN Fiscal year Amount (Rs in 000)

1 2061/2062 5723

2 2062/2063 39235

Total 44958

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to

2065/2066

Table 4.6 showed that disbursement in agriculture and domestic industry are
increasing every year. In term of disbursement loan Rs. 5723 in FY 2061/2062 and in
Rs. 39235 FY 2062/2063. The trend has been presented in Figure 4.6
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Figure4.6

Disbursement in Agriculture and Domestic Industry
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4.1.7 Analysis Disbursement in Agriculture Business
Here in this district disbursement in agriculture business comprises of
disbursement in buffalo rearing , goat rearing , poultry farming , fishery, etc. as
shown in table 4.7

Disbursement in Agriculture Business

Table4.7

SN. Fiscal year Amount (Rs in 000)
1 2061/2062 20286
2 2062/2063 13946
Tota 34232

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.7 highlighted that amount of disbursement in agriculture business was
decreasing. It is further revedled that among two fisca years. In terms of
disbursement loan Rs. 20286 (in, 000) in 2061/2062 & Rs. 13946(in, 000) in
2062/2063. The trend has been presented in Figure 4.7
Figured.7
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4.1.8 Analysis Disbursement in Horticulture
Horticulture is aso another sector of disbursement for ADBL. Unlike hilly regions
there is not much production of fruits in this district. Banana farming is becoming
more famous so there is a'so demand of loan for its production as shown in the table

4.8
Table4.8
Disbursement in Horticulture
SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 2071 85.02
2 2062/2063 | 365 14.98
Total 2436 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.8 stated that amount of disbursement was decreased in next year. In terms of

percentage it was 85.02% in FY 2061/2062 & 14.98% in FY 2062/2063.

Figured.8
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4.1.9 Analysis Disbursement in Non-agriculture Business L oan
ADBL has started to give this loan from the FY 2058/059. Before it there was no
policy for disbursement in these sector as shown in table 4.9

Table4.9

Disbursement in Non-agriculture Business L oan.

SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 70723 29.17

2 2062/2063 | 36235 14.94

3 2063/2064 | 43673 18.01

4 2064/2065 | 62547 25.79

5 2065/2066 | 29307 12.09

Total 242485

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
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Table 4.9 In terms of percentage it’s 29.17%, 14.94%, 18.01%, 25.79% &
12.09% from FY in 2061/2062 to FY 2065/2066 respectively .

From the study it was revealed that disbursement on agriculture sector was not
increasing much but on the other hand after the changed policy of the government
there was an increase in the demand of loan in non- agricultural sector. The trend has
been further presented in Figure 4.9

Figure4.9
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4.1.10 Analysis Disbursement in Agriculture.

In this topic their lies all agricultural activities. The performed agricultural activities
of ADBL, Kanchapur are on cerea crops, cash crops, specia crops, irrigation,
agricultural business and fruit farming (Horticultural crops). These above activities
had been aso changed and kept into one activity (topic) after the change of company
act 2063 to limited. So the details of data of agricultural activities have been kept in
table below according to rule of Agriculture Development Bank Limited. Situation of
agriculture activities & loan provided by ADBL during the study period has been
presented in Table 4.10

Table4.10
Disbursement in Agriculture.
SN. Fiscal year | Amount (Rs in “‘000) Per centage
1 2063/2064 | 24699 48.21
2 2064/2065 | 13951 27.23
3 2065/2066 | 12577 24.55
Total 51227 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.10 in terms of percentage, it’s 48.21%, 27.23%, & 24.55% from FY in
2063/2064 to FY 2065/2066 respectively .The amount of disbursement in agriculture
activities was decreasing in other fiscal years. The trend has been further presented in
Figure 4.10
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4.1.10 Analysis Disbursement in Production.
In this topic there lied, bio gas plant, small industry and agriculture production. These
above two activities had changed and kept into one activity (topic) after the change of
company act 2063 to limited. So the details of data of production is kept in table
below according to rule of Agriculture Bank Limited. Disbursement in production
loan has been giving as show table the table 4.11.

Table4.11
Disbursement in Production.
SN. Fiscal year | Amount (Rs in *000) Per centage
1 2063/2064 | 2342 7.26
2 2064/2065 | 1065 331
3 2065/2066 | 28709 89.39
Tota 32116 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.11 in terms of percentage, it’s 7.26%, 3.31%, & 89.39% from FY in
2063/2064 to FY 2065/2066 respectively .The amount of disbursement in production
was decreasing in fiscal years 2064/2065 and FY 2065/2066, there it was too much
increased. The trend has been further presented in Figure 4.11
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4.1.12 Disbursement in Agriculture Tools.

Agriculture tools comprise of tractor, thresher machines etc, which are quite helpful in
agriculture production and mainly, used buy big farmers or zamindars. But these are
very expensive items so every one cannot afford it. To boost the agriculture sector this
bank is aso doing its disbursement on these items as shown in table 4.6

Table4.12

Disbursement in Agriculture Tools
SN. Fiscal year Amount (Rs in “000)
1 2061/2062 2481 55.38
2 2062/2063 1633 36.45
3 2063/2064 255 5.69
4 2064/2065 85 1.89
5 2065/2066 26 0.58
Total 4480 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to
2065/2066
Table 4.12 reveded that except FY 2061/2062, disbursement was decreasing
continuously. The disbursement was highest in FY 2061/2062 which was Rs.
2481(in,000) followed by Rs1633(in,000) in FY 2062/2063 , Rs255(in,000) in FY
2063/2064 , Rs.85(in,000) in FY 2064/2065 & Rs.26(in,000) in FY 2065/2066

Figure4.12
Disbursement in Agriculture Tools

[e2]
o

0{5.38

)]
o

n
o

\0\36.45 —e— Amount (Rs in '000)

AN
r . ‘\%ﬁir_“iﬁﬁ&F==445L

2061/2062  2062/2063  2063/2064  2064/2065  2065/2066
FY

N
o

/]

Amount (Rs in '000)
w
o

o

- 40 -



-41 -



Table 4.1 indicated that overall disbursement was highest in FY 2061/2062 and lowest in
FY 2064/2065. In terms of percentage, it was 21.15426% and 19.35% respectively.

The Table further revealed that there was highest percentage of disbursement on cereal
cropsin the FY 2061/2062 and lowest in FY 2062/2063 and in terms of percentage it was
68.83% & 31.17%.

The disbursement of cash crops was decreasing. The Bank disbursed the highest 71.43%
& lowest 28.57%.

The disbursement on biogas was highest 74.17% in FY 2061/2062 & lowest was 25.94%
in FY 2062/2063.

The disbursement in agriculture and domestic industry was increasing every year. In term
of highest disbursement loan Rs. 5723(in,000) in FY 2061/2062 and lowest in Rs.
39235(in,000) FY 2062/2063.

The highest disbursement amount of agriculture business was Rs.20286 (in,000) &
lowest amount was Rs.13946 (in,000).

The highest percentage disbursement amount of horticulture loan was 85.02% & lowest
disbursement percentage was 14.98%.

In Non-agriculture Credit the highest percentage of disbursement was in FY 2061/2062
(29.17%) and the lowest was in FY 2065/2066 (12.09%). But before FY 2058/2059 there

was not any policy of the government for disbursement on non-agriculture sector.

In Agriculture activities the highest percentage of disbursement was in FY
2063/2064(48.21%) and the lowest was in FY 2065/2066 (24.55%).

In production loan the highest percentage of disbursement wasin FY 2065/2066(89.39%)
and the lowest was in FY 2064/2065 (3.31%).

The highest disbursement percentage of Agri. Tools was 55.38% in FY 2061/2062 &
lowest was 0.58% in FY 2065/2066.
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The above information has been presented in figure 4.13

Figure4.13
Overall Disbursement of ADBL in Kanchanpur
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4.2 Analysisof Collection

Collection is essential for the efficient financial performance of the bank because bank
provides loan to the customers charging interest. So, later on, it collection will be in the
form of principal and interest. Principal and interest. Principa is the disbursement
amount where asinterest is the income of the bank.

4.2.1 Analysis of Loan Collection
For the efficient financial performance of the bank, timely collection of principa is
essential . Regarding this the situation of this bank has been shown in table.

Table4.14
Total Loan Collection of the Bank

SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 113563 16.53796

2 2062/2063 | 116364 16.94586

3 2063/2064 | 135977 19.80206

4 2064/2065 | 141136 20.55336

5 2065/2066 | 179641 26.16076

6 Total 686681 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
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Table 4.14 showed that the percentage of loan collection was increasing every year but in
dower rate. In terms of percentage, it was 16.57%, 16.95%, 19.80%, 20.55% & 26.16%
respectively from FY 2061/2062 to 2065/2066. The trend has been presented in figure

4.14.
Figure4.14
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4.2.2 Analysis of I nterest of Collection
Interest is the major source of income for this bank. Proper collection of interest is
essentia for the existence of the bank. In this regard the situation of this district is shown

in Table 4.15 of the study period.
Table4.15
Collection of Interest

SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 34138 15.65899

2 2062/2063 | 31875 14.62096

3 2063/2064 | 39233 17.99605

4 2064/2065 | 56454 25.89526

5 2065/2066 | 56309 25.82875
Total 218009 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.15 stated that percentage of interest collection was decreasing in 1% year to 2™
year & in FY 2063/2064 to 2065/2066 it was increasing. In terms of percentage it was
15.66%, 14.62%, 17.99%, 25.89%, & 25.83 % from FY 2061/2062 to 2065/2066
respectively. These increasing trends reflect the positive aspects of the bank because it is
one of the main sources of income for this bank. While analyzing, it was found that the




policy of monthly collection of interest played a vital role towards these increasing
trends. Thetrendsis presented in Figure 4.15
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4.3 Analysis of Outstanding L oan
Analysis of Outstanding loan is important Which is already invested by the bank. This
bank is disbursing loan in different agriculture sectors but since last few years it has
entered into non-agriculture sector too. This loan is being given for a certain period of
time and in return, bank charges interest on the given amount.

Bank should try to disburse loan after analyzing properly. In other words bank it
should be aware of the returning capacity of the borrower. It should be returned with in
the predetermined time period. Till that time it remains as an outstanding loan for the
bank. These outstanding loan increases with the increasing disbursement. If it is collected
timely then bank do not have to suffer any problem. Thus the outstanding loan situation
of ADBL in Kanchanpur District has been shownin Table. 4.16

Table. 4.16
Out standing L oan of Bank

S.N. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 305624 20.23219

2 2062/2063 | 320931 21.24551

3 2063/2064 | 318521 21.08596

4 2064/2065 | 306600 20.2968

5 2065/2066 | 258907 17.13954

Tota 1510583 100

Source -ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
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Table 4.17 highlighted that percentage of outstanding loan was sometime
increasing & sometime decreasing in every year of the study period. But the outstanding
loan of bank was decreasing in 2063/2064 to FY 2065/2066 .In term of percentage
proportion of outstanding loan was 20.23%, 21.25%, 21.09%, 20.29%, & 17.14% from
FY 2061/2062 to 2065/2066 respectively.

It has been already mentioned that outstanding loan depend upon disbursement.
More disbursement means more outstanding loan. It is really a positive aspect of the bank
that disbursement was increased. Due to it outstanding loan was also increasing .But in
this regard bank should be conscious before disbursement loan in any sector. Because if
the bank is unable to disburse loan in right place or to a right person then later on it
becomes very difficult for the bank to collect it's principal as well as interest . The trend
of outstanding loan is presented in Figure 4.16.

Figure 4.16.
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4.4 Analysis of Interest Receivable
Interest is the main source of income for banks, without interest it is very difficult
for the bank to survive because they have to meet their day to day and other expenses.
S0, in the context of ADBL also, interest cannot be ignored. It is the main source
of income for this whole bank. It includes the total interest receivable by the bank. In this
regard the detailed data of last eight years has been shown in Table.
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Table4.17
| nterest Receivable of the Bank

SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 41635 16.33809

2 2062/2063 | 57537 22.57823

3 2063/2064 | 68627 26.93008

4 2064/2065 | 53546 21.01211

5 2065/2066 | 33489 13.1415
Total 254834 100

Source -ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.18 stated that percentage of interest receivable was increasing every year of the
study period. But FY 2064/2065 to 2065/2066 there was decreasing in amount of interest
receivable. In terms of percentage the proportion of interest receivable was 16.33%,
22.58%, 26.93%, 21.01% & 13.14% from FY 2061\2062 to 2065/2066 respectively. The
trended is presented as shown in Figure 4.18

Figure4.18
Interest Receivable of the Bank

30

s #2693

20 M \21 01

15 6.34 [—e—amount (Rs in '000) |
e 13.14

10

Amount (Rs in '000)

2061/2062  2062/2063  2063/2064  2064/2065  2065/2066
FY

4.5 Analysis of overdueloan.

Collection is the most important aspect of the bank. But sometimesiit is very difficult for
the bank to collect accordingly with in its time period due to which overdue problem has
arisen as shown in table 4.19.
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Table4.19

Overdueloan of the Bank

SN. Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 48780 12.11639

2 2062/2063 | 89989 22.35224

3 2063/2064 | 117002 29.06196

4 2064/2065 | 81121 20.14953

5 2065/2066 | 65703 16.31987
Tota 402595 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.19 revealed that percentage of overdue loan was increasing continuously from
FY 2061/2062 to FY 206/2066 but FY 2063/2064 to 2065/2066 there was decrease in
amount .In terms of Percentage, it’s 12.12% , 22.35% , 29.06% , 20.15% & 16.32% ,from

FY 2061/2062 to 2065/2066 .

This is really a big problem for the bank because disbursed loan should be collected
timely otherwise it will decrease the efficiency of the bank and hamper its overall
performance. So, as far as possible ADBL of this district should do its utmost effort to
reduce this overdue problem. The trend of overdue has been further presented in Figure

4.19
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4.6 Analysis of Income and Expenditure.
Revenue is an essence to run every organization smoothly. Income and expenditure are
two aspects of the same coin. Without good income, expenditure is not possible. Without
expenditure any organization cannot meet its results. likely, a bank also has to bear
different expenses while achieving its objectives. ADBL aso cannot be separated from it.
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It has also its different sources of income. In past it was used to get support from donor
agencies through govt. But now situation is changed, it has to survive itsdlf for its
existence.
Here under this topic the Researcher has tried her best to analyze the total revenue
and expenditure situation as shown in Table 4.20
Table 20
Total Revenue and Total Expenditure

S.N. | Fiscal year | Amount of | Percentage | Amount  of | Percentage of
revenue of revenue expenditure | expenditure
(Rs in ‘000)

1 2061/2062 | 39149 11.25566 6138 6.854424

2 2062/2063 | 23618 6.790372 3205 3.579086

3 2063/2064 | 17677 5.082285 10014 11.18283

4 2064/2065 | 82947 23.84795 36696 40.97914

5 2065/2066 | 184425 53.02373 33495 37.40452

100

Source:-ADBL Branch office of Kanchanpur District , FY 2061/2062 to 2065/2066
Table 4.20 reveded that percentage of revenue was decreasing in 2063/2064 but from
2063/2064 to 2064/2065 was increasing. In terms of percentage it's 11.26%, 7%, 5.08%,
,23.85& 53.02 % from FY 2061/2062to 2065/2066, respectively & it further showed that
percentage of expenditure was increasing every year except FY 2064/2065 i.e. 6.85%,
3.579 %, 11.18%, 40.979% & 37.40 % from FY 2061/2062 to 2065/2066, respectively.
It further reflected that in comparison to revenue, expenditure was less. It was a good
aspect of the bank. The above tabulated datais further presented in

Figure 4.20
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Revenue and Expenditure
200000+ i 5

£
5 150000
s
*g S 100000+ 7 O Amount of revenue
g 50000 B Amount of expenditure
<

0_

2061/2062 2062/2063 2063/2064 2064/2065 2065/2066
FY

49



4.7 Analysis of Revenue/Income

Revenue is an essence for every organization. This bank is aso an organization
which don't produce any tangible goods but it provides services by providing loan,
technical advice, keeping deposits and involvement in poverty alleviation program
through different ways.

4.7.1 Analysis of Income from Interest on Loan
It is the main source of income for the bank. In nine districts, the generation of more
income from interestsis as shown in Table 4.21

Table4.21
Income from Interest on Loan
SN. Fiscal year Amount
(Rs in “000)

1 2061/2062 14308

2 2062/2063 19830

3 2063/2064 17331

4 2064/2065 33444

5 2065/2066 291989

Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.21 states that percentage of income from interest on loan was increasing up to the
study period. In terms of amount in thousand, it's Rs.14308, Rs.19830 Rs.17331,
Rs.33444, & Rs.291989 from FY 2061/2062 to 2065/2066, respectively. It was a positive
aspect of the bank. It is further presented in figure 4.21.

Figure4.21
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4.7.2 Analysis of Other Income

After the income from interest on loan this is the second source of income for the bank.
Although interest is the major source of income for the bank, it is also generating income
from other sources which also help in increasing the profit of the bank as shown in Table
4.22

Table4.22
Other Income of the Bank
SN. Fiscal year Amount(Rsin *000)
1 2061/2062 24841
2 2062/2063 3788
3 2063/2064 346
4 2064/2065 49503

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.22 reveded that, other income was highest in FY 2064/2065 and lowest in the
FY 2062/2063. In terms of amount (in '000) it's Rs.24841,Rs.3788, Rs346 & Rs. 49503 in
FY 2061/2062 to FY 2064/2065 .Till FY 2062/2063 there was a decreasing trend but in
FY 2064/2065 it was increasing drastically because of earnings from non banking assets
. It isfurther presented in Figure 4.22

Figure4.22
Other Income of the Bank
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4.8 Expenditure Analysis

Like other organizations, bank also has to expend money in different topics to perform its
function effectively. Without analyzing, them it becomes very difficult for the
stakeholder to know, where and how much the bank is doing expenditure and about their
increasing and decreasing trends.
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4.8.1. Analysis of Expenditure on employee
Bank needs sufficient personnel to continue office and other operations. There is need to
pay salaries and other payments that includes allowances to their staffs in term of
services.

Employees are the main source of the bank with the help of whom it can keep
close concern with its stakeholders. Without employees bank cannot perform its functions
properly. There is huge amount incurred in employees as shown in table 4.23

Table4.24

Expenditure on Employees
S.N. Fiscal year Amount(Rs in ‘000)
1 2061/2062 1581
2 2062/2063 1640
3 2063/2064 1874
4 2064/2065 4290
5 2065/2066 4933

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.23 stated that amount of expenditure on employees was increased from FY
2061/2062 to FY 2065/2066. In terms of amount ( in ‘000s) Rs.1581, Rs. 1640 ,Rs.1874,
Rs. 4290 & Rs.4933 from FY 2061/2062 to 22065/2066 .

Figure4.23
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4.8.2 Analysis of Expenditure on Office Operation

Officeis a place from where bank performs its transactions and there is need of different
office materials for recording , filing, etc. and it has top pay rents for hired buildings too .
It ispresented in Table 4.24

Table4.24
Expenditure on Office Operation
SN. Fiscal year Amount(Rs in *000)
1 2061/2062 152
2 2062/2063 266
3 2063/2064 257
4 2064/2065 735
5 2065/2066 803

Source:-ADBL Branch office of Kanchanpur District , FY 2061/2062 to 2065/2066
Table 4.24 revealed that amount of office expenditure was increasing every yr. but one
yr. it was decreased. In terms of amount (in’000) was Rs. 152, Rs.266, Rs.257, Rs.735 &
Rs.803 from 2061/2062 to 2065/2066, respectively .Generally office expenses increased
with the increasing transactions. But in the name of transaction expenditure should not be
increased because it reduces the income of the bank. The above tabled data further can be
presented in figure 4.24

Figure4.24
Expenditure on Office Operation
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4.8.2. Analysis of Expenditure on Discount on Interest
Like other expenses discount on interest is also regarded as expenses. Bank gives
discount to encourage the borrowers to pay interest on loan with in the given time period.
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Not only that, bank also offers discount on interest to collect overdue loan. Although it its
one of the motivational factor but with increasing discount the total expenses of the bank
also increases, which reduces the profit of the bank. It has been presented in table 4.24

Table4.24

Discount on Interest (Rebate)
SN. Fiscal year Amount(Rs in ‘000)
1 2061/2062 569
2 2062/2063 1144
3 2063/2064 1473
4 2064/2065 4944
5 2065/2066 297

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.24 revealed that amount of discount on interest was increased in two years but in
FY 2063/2064 it was decreased & in the 4™ year it was increased. In terms of amount (in
000) was Rs569, Rs1144, Rs1473, Rs 4944 & Rs.297 from 2061/2062 to 2064/2065,
respectively. It isfurther presented in figure 4.24
Figure4.24
Discount on Interest (Rebate)
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4.8.3 Analysis of Expense on Doubtful Debts

ADBL provides loans to its customers. This loan is provided for certain time period, i.e.
Ofor short term , medium term and for long term . Generally more loan disbursed means
more chances of doubtful debts but always it's not true because this problem arises when
loan is not disbursed accordingly ( after proper analysis) .



If the borrower do not return timely then this problem arises and the bank send
thisto the P\L A\C, which increases the expenses. Hence it reduce profit of the bank. It is
the amount, which isless possible to return as shown in table 4.25

Table4.25
Expenditure on Doubtful Debts
SN Fiscal year Amount Per centage
(Rs in *000)
1 2061/2062 3817 6.022
2 2062/2063 - -
3 2063/2064 6187 9.76
4 2064/2065 26691 42.109
5 2065/2066 26691 42.109
Total 63386 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.25 highlighted that percentage of doubtful debts was increasing very rapidly from
FY 2061/2062 to FY 2064/2065. In terms of percentage it's 6.022%,0 %, 9.76%,42.109%
&42.109 % from FY 2061/2062 to 2064/2065 . But in the FY 2062/2063 there was no
doubtful debts. In this year there was revenue. For the betterment of the bank it should
be decreased continuously .In FY 2064/2065 &FY 2065/2066 the amount of doubtful

debts was same .t is further presented in figure 4.25.

Figure4.25

Expenditure on Doubtful Debts

Amount (RS in '000)

300001
250001
20000+
15000+
10000+

5000+

O Amount (Rs in '000) |

2061/2062

2063/2064
FY

2065/2066

55




4.8.4. Analysis of Expenditure on other Expense
The expenditure that are not classified are kept under the category of other expenses as
shown in table 4.26.

Table 4.26
Expenditure on other Expense of the Bank
S.N. Fiscal year Amount Per centage
(Rs in “000)
1 2061/2062 19 1.578073
2 2062/2063 155 12.87375
3 2063/2064 223 18.52159
4 2064/2065 36 2.990033
5 2065/2066 771 64.03654
Total 1204 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.26 states that amount of other expenses was increasing rapidly except
FY 2061/2062. In terms of amount in rupees (in 000s) Rs 19, Rs 155, Rs.223, Rs.36, &
Rs.771 from FY 2061/2062 to 2064/2065 respectively. It is further revealed that these
expenses increased highly in FY 2061/2062 and 2064/2065.

In this regard while analyzing the fact it was found that interest on overdrafts and
written off loans were the main responsible factor behind this increasing trend of
expenses. The above tabulated figure further can be presented in figure 4.26

Figure 4.26
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4.9 Analysis of profit and loss
Bank is an institution that deals with finance. P\L analysis is also an essence in which
Profit is obtained when the revenue is more than the expenditure.

Under this topic it has tried to analyses the P\L situation of the ADBL of nine
districts. P\L A\C acts as an indicator which shows whether a particular organization is
able to perform well or not , whether it is meeting its expenditure or not, whether a
particular organization is viable or not, etc. All these things is shown with the help of
table 4.27

Table4.27
Profit and loss of the Bank
SN. Fiscal year Amount Per centage
(Rs in “000)
1 2061/2062 8621 8.707289
2 2062/2063 20413 20.61732
3 2063/2064 2753 2.780555
4 2064/2065 15869 16.02784
5 2065/2066 51353 51.867
Total 99009 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.27 reveded that percentage of profit was 8.71% in FY 2061/2062, 20.62% in FY
2062/2063 , 2.78% in FY 2063/2064 , 16.02% in FY 2064/2065 & 51.875 in FY
2065/2066. It has been further stated that the highest profit was in FY 2065/2066 and
lowest profit wasin FY 2063/2064. It is further presented in figure 4.27

Figure4.27
Profit and loss of the Bank
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4.10. Analysis of Revenue, Cost and Net profit & loss

Revenue, Cost and P\L are correlated with each other. Profit can only be obtained if the
revenue exceeds cost. In this regard situation of regiona office of ADBL Kanchanpur
district is shown in table 4.28

Table 4.28
Revenue, Cost and P /L of the Bank

SN. FY Revenue Cost Net P\L
1 2061/2062 39149 30528 8621

2 2062/2063 23618 3205 20413
3 2063/2064 17677 14924 2753

4 2064/2065 82947 67078 15869
5 2065/2066 184425 133072 51353

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.28 showed that amount of the revenue was sometime increasing & sometime
decreasing in the study period. In terms of amount in rupees (in ‘000) 39149, 23618,
17677, 82947 & 184425, respectively from FY 2061/2062 to FY 2065/2066. But
regarding expenditure there was a little bit variation in 2065/2066. It is further revealed
that the highest expenditure was in FY 2065/2066 (Rs.133072) and the lowest
expenditure was in FY 2062/2063(Rs.3205). But regarding P\L except in 2063/2064 the
amount of profit was increased. In terms of amount in rupees ( in 000s) the P\L was Rs.
8621, 20413, 2753, 15869 & 51353 respectively from FY 2061/0262 to FY 2065/2066 .
In the context of revenue and profit ADBL’s situation was very appreciating in this
district. This bank was able to generate profit, earn in such a critical situation in the
country. It was positive aspect of thisbank too. It isfurther presented in figure 4.28

Figure4.28
Revenue, Cost and P /L of the Bank
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4.11. Financial Analysis
Under this chapter the Researcher has tried to analyses financial position and activities of
thisregional office of ADBL Dhangadhi with the help of ratio analysis.

An arithmetical relationship between two figures is known as ratio. Ratio analysis
is a technique of analysis and interpretation of financial statements. To evaluate the
performance of an organization by the creation of ratios from the figures of different
accounts contained in the balance Sheet an income statement is known as ratio analysis.

Ratio analysis is one of the financial tools, which help to evaluate the strengths
and weaknesses of an organization. In the chapter researcher has tried to analyze different
ratios with the help of the income statement and bal ance sheet.

4.11.1Analysis of Interest Incometo Total Income Ratio

Interest income is the major source of earning for the bank. So this ratio will help to
identify the contribution of interest income to total income during the study period as
shown in table 4.29

Table4.29
Relationship between Interest Incomesto Total Income Ratio
SN. | Fiscal year Interest Income Total Income Ratio=Int. Income
(Rs in “000) (Rsin “000) /Total Income (in%)
1 2061/2062 14308 39149 36.54755
2 2062/2063 19830 23618 83.96139
3 2063/2064 17331 17677 98.04265
4 2064/2065 33444 82947 40.31972
5 2065/2066 291989 184425 158.324
Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.28 reveled that the major source of revenue of the bank is interest income. The
bank was able to earn interest about 158% of its total income in the FY of 2065/2066
followed by 98.04% in FY 2063/2064 & 83.96% in FY 2062/2063. Interest income to
total incomerratio islowest in the FY of 2061/2062. The relationship between interest and
total income been presented in figure 4.29.
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Figure4.29
I nterest Incometo Total Income Ratio
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4.11.2 Analysis of Other Incometo Total Income Ratio.
Interest income is the main source of earning for this bank. Expect it other kinds of
income isincluded in other income as shown in Table 4.30
Table4.30

Relationship between Other Incomesto Total Income Ratio

S.N. | Fiscal year Other Income Total Income Ratio=Other
(Rs in “000) (Rs in “000) Income /Total
Income (in%)

1 2061/2062 24841 39149 63.45245

2 2062/2063 3788 23618 16.03861

3 2063/2064 346 17677 1.957346

4 2064/2065 49503 82947 59.68028

5 2065/2066 -107564 184425 -58.324

Total

Source:-ADBL Branch office of Kanchanpur District , FY 2061/2062 to 2065/2066
The major portion of the bank's income is interest. However, the bank earned
income from other sources too. The bank earned highest income from other sources in
FY 2061/2062 & lowest income in FY 2065/2066. In terms of percentage the proportion
of other income to total income is 63.45 %, 16.04 %, 1.96 %, 59.68% & -58.32% from
FY 2061/2062 to 2064/2065. The trend has been presented in figure 4.30.
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Figure 4.30.
Other Incometo Total Income Ratio
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4.11.3Analysis of Employee Expenses
Among many other expenses bank has to bear staff expenses to run the bank smoothly as

shown inthe Table 4.32

Table4.31
Employee expensesto Total Income Ratio

S.N. | Fiscal year Employee expenses | Total Income Ratio= Employee expenses
(Rs in “000) (Rs in “000) /Total Income (in%)

1 2061/2062 1581 39149 4.038417

2 2062/2063 1640 23618 6.943856

3 2063/2064 1874 17677 10.60135

4 2064/2065 4290 82947 5.171977

5 2065/2066 4933 184425 2.6748

Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.31 stated that percentage of staff expenses were 4.04%, 6.94%, 10.60%, 5.17%,
& 2.67 %, respectively from FY 2061/2062 to FY 2061/2062 .It is further revealed that
among five FY, in the first three FY staff expenses to total income ratio was increased
but in the 4™ & 5" year it was decreased .The trend is further presented in figure 4.31
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Figure4.31
Employee expensesto Total Income Ratio
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4.11.4 Analysis of Office Exp. to Total Income Ratio
This bank also has to bear expenses, known as office expenses, for running the office
efficiently. In this regard office expenses to tota income ratio of district was shown in

table 4.32
Table4.32
Office expensesto Total Income Ratio
S.N. | Fiscal year Office expenses Total Income Ratio= Office
(Rs in ‘000) (Rs in ‘000) expenses
/Total Income (in%)
1 2061/2062 152 39149 0.38826
2 2062/2063 266 23618 1.12626
3 2063/2064 257 17677 1.453867
4 2064/2065 735 82947 0.886108
5 2065/2066 803 184425 0.435407
Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Analysis of office expenses percentage was 0.39%, 1.126%, 1.45%, 0.886% & 0.435%,
respectively from FY 2061/2062 to FY 2061/2062. It is further revealed that among five
FY, in the first three FY, office expenses to total income ratio was increasing. The trend
is further presented in figure 4.32
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Figure4.32
Office expensesto Total Income Ratio

[EEN
N

_410.6

~

_ 694 ~ | 0 (%)]
\*iil —e— Ratio (%)

_ w267

2061/2062 2062/2063 2063/2064 2064/2065 2065/2066
FY

[EEN
o

Ratio (in%)

oN M O ®
§\
5
o

4.11.5 Analysis of Discount of Interest to Total Income Ratio
Discount has become an inseparable part of the bank because study shows that with the
increasing disbursement interest receivable was aso increasing as shown in Table 4.33. It
iscalculated by ,

DITIR = Discount on Interest

Total income
Where, DITIR = Discount on Interest to total income ratio
Table4.33
Discount on Interest to Total Income Ratio
S.N. | Fiscal year Discount on Interest | Total Income Ratio= Discount on I nterest
(Rs in “000) (Rs in “000) /Total Income (in%)
1 2061/2062 569 39149 1.453422
2 2062/2063 1144 23618 4.843763
3 2063/2064 1473 17677 8.332862
4 2064/2065 4944 82947 5.960433
5 2065/2066 297 184425 0.161041
Total 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.33 stated that percentage of discount on interest to total income ration is varying
over the years of the study. In terms of percentage it's 1.45% , 4.84%, 8.33 %,5.96% &
0.16 % during FY 2061/2062 to FY 2064/2065, respectively . It is further reveled that
there was the highest percentage of thisratio in FY 2063/2064 and the lowest percentage
wasinthe FY 2065/2066.This trend is further presented in figure 4.33
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Figure4.33
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4.11.6 Analysis of Doubtful debt to Total Income Ratio

Doubtful debts increase with the increase in disbursement if there is improper
disbursement of loan. Generaly these expenses increase with the increasing overdue of

the bank.
Here doubtful debts to total income ratio has been presented in table 4.34 It is
calculated by ,
DDTIR = Doubtful Debt
Total Income
where, DDTIR = Doubtful debts to total income ratio
Table4.34
Doubtful debt to Total Income Ratio
S.N. | Fiscal year Doubtful debt Total Income Ratio= Doubtful debt
(Rs in “000) (Rs in “000) /Total Income (in %)
1 2061/2062 3817 39149 9.74993
2 2062/2063 0 23618 0
3 2063/2064 6187 17677 35.00028
4 2064/2065 26691 82947 32.17838
5 2065/2066 26691 184425 14.47255
Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.34 shown that the percentage of doubtful debts to total income ratio was 9.75% ,0
%,35 %, 32.18% & 15.03% respectively from FY 2061/2062 to FY 2065/2066 . Among
the fiscal years the highest percentage of this ratio was in the FY 2063/2064 and the
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lowest in the FY 2061/2062 .This fiscal year 2062/2063 there was no doubt debt, in this
yr. there was revenue. The trend further has been presented in figure 4.34

Doubtful debt to Total Income
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4.11.7Analysis of other expensesto Total Income Ratio
This bank has to bear expenses in different matters too, which are included in the head of
other expenses. This ratio highlights the expenditure of bank in other expenses out of the
total income as shown in table 4.35
OETIR = Other Expenses

Total Income

Where, OETIR = Other expenses to total income ratio
Table4.35

Other expensesto Total Income Ratio

Fiscal year Other Exp. Total Income Ratio= Other Exp.
(Rs in “000) (Rs in “000) /Total Income (in%)

2061/2062 19 39149 0.048533
2062/2063 155 23618 0.656279
2063/2064 223 17677 1.261526
2064/2065 36 82947 0.043401
2065/2066 771 184425 0.418056
Total

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.34 reveled that the percentage of the other expenses to total income ratio was
increasing during the study period except a little bit of variation in FY 2063/2064. In
terms of percentage it's 0.048%, 0.66 %, 1.26 %, 0.043 & 0.418 % respectively from FY
2061/2062 to 2065/2066. This increasing ratio is not favorable for the bank. The trend
has been shown in figure 4.35
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Figure4.35
Other expensesto Total Income

Ratio (in %)

14
12 £1.26

1 AN
0.8 / \
0.6 #0.657 \\ —e—Ratio (in %) |
0.4 .02
0.2 e \

0 «0. 048 ' ' mq'

2061/2062 2062/2063 2063/2064 2064/2065  2065/2066
FY

4.11.7. Combined Analysis of Different Expensesto Total |ncome Ratio

Under this topic the researcher has analyses the different ratios i.e. employee
expenses to total income , office exp. to total income ,interest expense to total income ,
doubtful debts to total income and other expenses to total income ratios are presented in

table 4.36
Table 4.36
Different Expensesto Total Income Ratio (in %)
Fiscal Employee Office Exp. To | Discount  on | Doubtful Debts | Other
year Exp.toTotal | Total Income | Interest to | to Total Income | Expenses to
Income Total Income Total Income

2061/2062 | 4.038417 0.38826 1.453422 9.74993 0.048533
2062/2063 | 6.943856 1.12626 4.843763 0 0.656279
2063/2064 | 10.60135 1.453867 8.332862 35.00028 1.261526
2064/2065 | 5.171977 0.886108 5.960433 32.17838 0.043401
2065/2066 | 2.6748 0.435407 0.161041 14.47255 0.418056

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.35 reveled that percentage of other expenses to total income ratio was increasing
during FY 2061/2062 to 2064/2065 . In terms of percentage it's 0.048%, 0.66 %, 1.26 %,
0.043 & 0.418 % respectively. Thisincreasing ratio is not favorable for the bank.
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It is observed from above ratio analysis table that the percentage of employee
expenses was highest in FY 2063/2064 and lowest in FY 2065/206 (10.60% & 2.67%
respectively).

While observing office expenses to total income ratio there was not much variation over
the year. In the percentage it’s 4.038%, 6.94%, 10.60%, 5.17% & 2.67% from FY
2061/2062 to FY 2061/2062 respectively.

While observing discount on interest to total income ratio analysis table tha
Source -ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066. The
percentage of discount on interest was highest in FY 2061/2062 and lowest in FY
2064/2065. It was not found increasing, expect in FY 2064/2065. In terms of percentage
1.45%, 4.84%, 8.33 %, 5.96 & 0.16 % from FY 2061/2062 to 2064/2065 respectively.

Same way while observing doubtful debt to total income ratio analysis table that
the percentage doubtful debts was highest in FY 2062/2063 and lowest in FY 2064/2065.
In terms of percentage 9.75%, 0 %,35 %, 32.18% &15.03% from FY 2061/2062 to
2064/2065 respectively .

In this way, ADBL in Kanchanpur district has to bear more expenses in
employee, office expenses, and discount on interest, doubtful debts & other expenses
respectively of the study period. All increasing ratios are not favorable for the bank. The
ratios further is presented in figure 4.36

Figure 4.36
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4.11.8 Analysis of Net profit to total Assets Ratio

This ratio helps to measure the ability of the bank while earning the rate of return to tota
assets. It further helps to provide information about the proper utilization of resources. It
shows the relation between profit and total assets. Higher ratio means higher return and
vice-versaas shown in table 4.37.
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It is calculated by,

NPTAR = Net profit
Total Assets
where, NPTAR = Net profit to Total Assets Ratio
Table4.37
Net Profit to Total AssetsRatio
FY Net Profit Total Assets Ratio
(Rs. In “000) (Rs. In “000) (in %)

2061/2062 8621 352454 2.446
2062/2063 20413 363331 5.618
2063/2064 2753 406407 0.677
2064/2065 15869 456417 3.477
2065/2066 51353 401660 12.79

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
The table 4.38 indicates that the bank earned highest profit in FY 2065\2066 and the
lowest in FY 2063/2064. In terms of percentage the proportion of net profit to total asstsis
2.45% in FY 2061/2062, 5.62% in FY 2062/2063, 0.68% in FY 2063/2064, 3.48% in FY
2064/2065 & 12.79% in FY 2065/2066. The trend is presented in figure 4.38.

Figure4.37
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4.11.9 Analysis of Cash And Bank Balanceto Total AssetsRatio.
This ratio helps to measure the banks ability to meet its current obligations. In other
words it shows the portion of cash and bank balance in total assets. Lower ratio shows
lower percentage in total assets and vice versa as shown in Table 4.38.
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It is calculated by,

CBBTAR = Cash & Bank balance
Total Assets
Where, CBBTAR = Cash & Bank balance to Total assets Ratio
Table 4.38
Cash & Bank Balanceto Total Assets Ratio
FY (Rs. In “000) Total Assets Ratio
(Rs. In “000) (in %)
2061/2062 1684 352454 0.478
2062/2063 735 363331 0.202
2063/2064 3199 406407 0.787
2064/2065 498 456417 0.109
2065/2066 1544 401660 0.384

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Table 4.39 represented that the percentage of cash and bank balance to total assets
ratio is the highest in FY 20663/2064 & lowest in FY 2064/2065. In terms of percentage
the proportion of cash and bank balance to total assets are 0.478% , 0.202% , 0.787% ,
0.109% &0.384 in FY 2061/2062 & 2065/2066 respectively . It is further revealed that
tin FY 2061/2062 & FY 2065/2066 uniform. The trend is presented in figure

Figure 4.38
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4.11.10 Analysisof Fixed & Other Assetsto Total Assets Ratio

This ratio helps it measure the proportion of fixed and other assets in total assets as
shown in table 4.39

It is calculated by,
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FOATAR

Fixed & other Assets

Total Assets
Where, FOATAR = Fixed & other Assetsto Total Assets
Table 4.39
Fixed & Other Assetsto Total AssetsRatio
FY Fixed & Other | Total Assets Ratio(in %)
Assets (Rs. In | (Rs. In *000)
‘000)
2061/2062 944 352454 0.268
2062/2063 977 363331 0.269
2063/2064 819 406407 0.202
2064/2065 4149 456417 0.909
2065/2066 1167 401660 0.291

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.39 showed that percentage of fixed and other assets to total assets ratio is the
highest in the FY 2064/2065 and the lowest in FY 20661/2062. In terms of percentages
the proportion of fixed and other assets to total assetsis 0.268%, 0.269%, .202%, 0.909%
&0.291 from FY 2061/2062 to 2065/2066, respectively. The trend is presented in figure

4.39

Figure4.39
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4.11.11 Analysis of Outstanding L oan to Total Assets Ratio
Here outstanding loan refers to that loan which is disbursed tot the borrower for
investment as shown in table 4.40
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Thisratio is calculated by,

OLTAR Outstanding loan
Total Assets
Where, OLTAR = Outstanding loan to Total Assets Ratio
Table4.40
Outstanding loan to Total Assets Ratio
FY Outstanding loan | Total Assets Ratio
(Rs. In “000) (Rs. In “000) (in %)

2061/2062 305624 352454 0.2678
2062/2063 320931 363331 0.2689
2063/2064 318521 406407 0.2015
2064/2065 306600 456417 0.909
2065/2066 258907 401660 0.2905

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
The major part of the bank’s asset is outstanding g loan. The highest outstanding Loan
was in FY 2064/2065 and lowest outstanding loan was in FY 2061/2062. In terms of
percentage, the proportion of outstanding loan to total assets is 0.2678%, 0.2689%,
0.2015%, 0.909 & 0.2905% from FY 2061/20652 to 2065/2066, respectively . Thetrend
is presented in figure 4.40

Figure 4.40
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4.11.12 Compar ative Analysis of Ratios ( Related to Total Assets)

The different ratios like net profit to total assets, cash and bank balance to total assets,
fixed and other assets to total assets and outstanding loan to total assets ratios that were
discussed earlier are further analyzed as shown in table 4.41
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Table4.41
Total Assets Ratio

FY Net Profit to| Cash & Bank | Fixed & | Outstanding
Total Assets | Balance to | other Assets|loan to Total
(in %) Total Assets (in | to Total | Assets(in %)
%) Assets  (in
%)
2061/2062 2.446 0.478 0.268 0.2678
2062/2063 5.618 0.202 0.269 0.2689
2063/2064 0.677 0.787 0.202 0.2015
2064/2065 3.477 0.109 0.909 0.909
2065/2066 12.79 0.384 0.291 0.2905

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Table 4.42 indicated that net profit to total assets ratio was the highest in FY 2065/2066
&lowest in FY 2063/2064. In terms of percentage it’s 12.79% & 0.677%, respectively.
The ratio of cash and bank balance to total assets was more then 1% .Similarly, the ratio
of fixed and total assets was not more than 1% during the whole FY of study period. But
proportion of outstanding loan was the highest in total assets ratio which was further
revealed by outstanding loan to total assets ratio from 2061/2062 to 2065/2066 of the
study period followed by 0.2678%, 0.2689%, 0.909%, 0.2015%, & 0.2905%
respectively. Thistrend is presented in figure 4.41

Figure4.41
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4.12 Analysis of Non-performing Assets.

Analysis of non performing asset is the asset, which remains idle and doesn’t
help the bank to generate income. Bank generaly gets such assets form the borrower
when the borrower is unable to pay the disbursed loan , the bank do not refund the
mortgaged property ( which bank takes from the borrower as the security of loan ) and try
to recover from it . If the quality of that mortgaged asset is not good enough then this
problem arises. From this type of idle assets bank has to bear a lot of unnecessary
expenses and it decreases the profit of the bank. It aso gives a bad impression to
stakeholders.

It is already mentioned that this assets is also shown in B\S along with other
asset. The non-performing assets cannot be classified from the other assets in the balance
sheet nut it helps to increase the asset amount and highlights the good financial position
of the bank. Actually such assets do not give any return .Therefore bank should try to do
its utmost effort tot convert such assets into performing assets. In this regard, situation of
ADBL, Kanchanpur during study period is shown in table 4.42

Table4.42

Non-performing Assets of the Bank

FY Amount of Non-performing | % of Non —Performing
Assets ( Rs in “‘000)

2061/2062 23104 12.28
2062/2063 23212 12.339
2063/2064 39335 20.910
2064/2065 40572 21.568
2065/2066 61886 32.89
Total 188109 100

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Total 4.42 highlighted that percentage of non- performing assets was increasing every
year during the study period. In terms of percentage it’s 12.28%, 12.339%, 20.910%,
21.568%, 20.910% & 32.89% from 2061/2062 to 2065/2066, respectively. It shows the
negative aspect of the bank. In this regard bank should be conscious and try to convert
such assets into performing assets. The trend of non- performing asset during the study
period is presented in figure 4.42
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Figure4.42
Trend of Non-performing Assets
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4.13 Trend Analysis

Trend analysis reflects to dynamic pace in the movement of to phenomenon over a period
of time. It’s done to know how much it would be next year if it follows the pattern of past
years. It helps to forecast the trend values of succeeding years. But computed values
many differ from, the actual value.

4.13.1 Trend Analysis of L oan disbur sement
As aready mentioned that interest is the major source of income of this bank More loans
disbursed means more returns but such disbursement should be done with atmost
carefully carte.. The trend of loan disbursement shown in Table 4.43
Table4.43
Trend of Loan disbursement ( Rs. In “000)

Loan

disbursement
FY Y Year X XY X? Trend Values
2061/2062 | 141233 -2 -282466 4 137732
2062/2063 | 131671 -1 -131671 1 135629.4
2063/2064 | 133567 0 0 0 133526.8
2064/2065 | 129215 1 129215 1 131424.2
2065/2066 | 131948 2 263896 4 129321.6
N=5 SY =667634 | 3X=0 S XY =-21026 SX =10

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
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Here, we have trend equation, y=atbx
Other equation, >y =Na-byx----i

S xy=ay X+b ¥ x%---—ii

Now substitution the above calculation value in equation i & ii
>y =Na-byx
or, 667634=5xa-bx0
or, a=667634

5
..a=133526.8
yxy=a¥y x+b¥ x*
-21026= a %0 +bx10
10b=-21026
b =-21026

10
b=-2102.6
Again substituting the value of a& bintrend equationi.e
y=atbx
y = 133526.8+ (-2102.6) xx
Hence, for the year 2066/2067 will be.
y =133526.8 + (-2102.6) x3
y =127219(*000)
Tend analysis shows that disbursement of loan was increasing in the every FY. It shows
that disbursement of loan for coming year will be Rs. 127219 (in, 000s) .There is no huge
difference between actual value and trend value. The trend has been presented in figure
4.44 Figure4.43
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4.13.2 Trend Analysis of collection of loan
Like disbursement collection is aso an essential aspect of the bank. It’s always eager to
know about the successive collection as shown in table 4.44
Table4.44
Trend of Loan Collection (Rs. In “‘000)

Collection of Loan | Year

FY Y X XY X2 Trend Values
2061/2062 113563 -2 -227126 4 105950.6
2062/2063 116364 -1 -116364 1 121643.4
2063/2064 135977 0 0 0 137336.2
2064/2065 141136 1 141136 1 153029
2065/2066 179641 2 359282 4 184414.6
N=5 > Y=686681 YX=0 | YXY=156928 | X =10

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Here, we have trend equation , y=atbx

Other equation, >y =Na-byx ---i

T Xy=ay X+b ¥ XP-----ii
Now substitution the above calculation value in equation i&ii
>y =Na-byx
or, 686681 =5xa-bx0
or, a=686681
5

\ a=137336.2
or, Y xy=a¥ x+b¥ x
or, 156928= a x0 +bx10
or, 10b=156928
or, b =156928

10
\ b =15692.8
Again substituting the value of a& b in trend equationi.e
y=atbx
y =137336.2 +15692.8xx
Hence, for the year 2066/2067 will be.
y = 137336.2 +15692.8x3
y =184414.6
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It is observed that trend value and actual values of collection loan are the same
.There is no huge gap but a little bit difference can be seen. Trend analysis shows that
collection of loan was increasing every FY. It amounts to Rs 184414.6(*000) in coming
year. Thetrend is presented in figure 4.44

Figure4.44
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4.13.3 Trend analysis of Interest Collection
As it has been aready mentioned that interest is the main source of income of
this bank. So interest collection is also necessary for the Bank to generate more revenue.
Thetrend of interest collection has been shown is table 4.45

Table4.45
Trend of Interest Collection (Rs. in ‘000)
Y ear
FY Interest Collection Y | X XY X2 Trend Values
2061/2062 34138 -2 -68276 4 30617.6
2062/2063 31875 -1 -31875 1 371409.7
2063/2064 39233 0 0 43601.8
2064/2065 56454 56454 1 50093.9
2065/2066 56309 112618 4 56586
T XY
N=5 Y=218009 T X=0 =68921 | X =10

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Here , we have trend equation, y=atbx
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Other equation, >y =Na-byX ---i
S xy=ay X+b ¥ x%---—ii
Now substitution the above calculation value in equation | &ii
>y =Na-b)x
or, =5xa-bx0
or, a=218009
5

\ a=43601.8
or, YXy=ayx+b¥ x>
or, 64921= a x0 +bx10
or, 10h=64921
or, b =64921

10
\b=6492.1
Again substituting the value of a& b in trend equation i.e
y=atbx
y =43601.8 +6492.1xx
Hence, for the year 2066/2067 will be,

y =43601.8 +6492.1x3
y =63078.1(*000)

It is observed from above table 4.45 that the trend value of interest collection was
decreasing every year. There is no huge difference between actual value and trend value.
But in 2062/2063 the trend value is increased. Trend analysis shows that interest
collection for coming year will be 63078.1(in*000) which is more then the preceding
years. The trend is shown in figure 4.45
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Figure 4.45
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4.13.4 Trend Analysis of L oan Outstanding

With the increases in loan disbursement loan outstanding also increases. Bank generates
income thought this outstanding loan.

In this district there was increasing and decreasing in loan outstanding every year during
the years of the study period .The outstanding trend of next year i.e.2066/2067 is shown

in the table 4.46
Table 4.46
Trend of loan Outstanding (Rs. in *000)
Outstanding L oan Y ear

FY Y X XY X2 Trend Values
2061/2062 305624 -2 -611248 4 304271.9
2062/2063 320931 -1 -320931 1 3031943
2063/2064 318521 0 0 0 2021166
2064/2065 306600 1 306600 1 3010390
2065/2066 258907 2 517814 4 2999614
N=5 > Y=1510583 Y X=0 YXY =-107765 | YX =10

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Here, we have trend equation, y=atbx

Other equation, >y =Na-byx----i
T Xy=ay X+b ¥ XP-----ii
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Now substitution the above calculation value in equation i&ii
>y =Na-byx
or, =5xa-bx0
or, a=1510583
5

\a= 3021166

& Sxy=aYx+bh¥x?

or, -107765= 3021166%0 +bx10

or, 10b=-107765
or, b =-107765
10
\b =-10776.5
Again substituting the value of a& b in trend equation i.e,
y=atbx
y = 3021166 + (-10776.5) x x
Hence, for the year 2066/2067 will be,
y = 3021166 + (-10776.5)xx3
y =2988836.5(*000)

It is observed from above table 4.47 that the trend value of loan outstanding was
increasing & decreasing in study period. There is no huge difference between actua
value and trend value . Trend analysis shows that interest collection for coming year will
be Rs.2988836.5 (*‘000) which is less then the preceding years. The trend is shown in
figure 4.46.

Figure 4.46
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4.14.5 Trend Analysis of Overdue L oan

Disbursed loan should be collected on time other wise overdue situation arises. The trend
of overdue has been shown in table 4.47
Table 4.47
Trend Analysis of Overdue Loan (Rs. in ‘000)

Overdue L oan Y ear Trend
FY Y X XY X2 Values
2061/2062 | 48780 -2 -97560 4 75523.4
2062/2063 | 89989 -1 -89989 1 78021.2
2063/2064 | 117002 0 0 0 80519
2064/2065 | 81121 1 81121 1 83016.8
2065/2066 | 65703 2 131406 4 85514.6
N=5 > Y=402595 YX=0 | YXY =24978 YX =10
Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
Here, we have trend equation , y=atbx
Other equation , >y =Na-byX ----i

T Xy=ay X+b ¥ XP-----ii
Now substitution the above calculation value in equation i & ii
>y =Na-byx
or, =5xa-bx0
or, a=402595
5
\a=380519
& Yxy=aSx+byx?
or, 24978 = a x0 +bx10
or, 100=24978
or, b=24978
10
\ b=2497.8
Again substituting the value of a& b in trend equationii.e.,
y=atbx
y =80519 + 2497.8 x X
Hence, for the year 2066/2067 will be .
y = 80519 +2497.8x3
y =88012.4
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It is observed from above table 4.48 that the trend value of overdue loan was
increasing in study period. There is no huge difference between actua value and trend
value. Trend analysis of overdue loan shows that for coming year will be Rs. 88012.4
(“000).Which is more then the preceding years. It means overdue loan will be further
increased but bank should try to minimize the over due loan. The trend has been shown in
figure 4.47.

Figure 4.47
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4.13.6 Trend Analysisof Interest Receivable
Interest is the main source of income for this bank and it is able to generate more revenue
by it , which is already mentioned in previous chapters.

So, from the disbursed loan, if interest is not collected timely then bank shows
this income as interest receivable. The trend of interest collection will be clear by the
following computation of trend analysis as shown in table 4.48

Table 4.48
Trend of Interest Receivable ( Rs. in ‘000)
Interest Receivable | Year Trend

FY Y X XY X2 Values
2061/2062 | 41635 -2 -83270 4 46910.2
2062/2063 | 57537 -1 -57537 1 48938.5
2063/2064 | 68627 0 0 0 50966.8
2064/2065 | 53546 1 53546 1 52995.1
2065/2066 | 33489 2 66978 4 55023.4
N=5 S Y=254834 $X=0 | IXY=-20283 |3YX=10

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066
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Here, we have trend equation,

y=a+ bx
Other equation,

>y =Na-byXx ---i

T Xy=ay X+b ¥ X?-----ii
Now substitution the above calculation value in equation i & ii

>y =Na-b)x
or, 254834=5xa-bx0
or, a=254834
\a=50966.8
& Sxy=a3x+byx?
or,-20283 = a x0 +bx10
or,10b=-20283
or,b =-20283
10
\b =-2028.3
Again substituting the value of a& b in trend equationi.e.
y=a+bx
y =50966.8 - 2028.3 xx
Hence, interest receivable for the year 2066/2067 will be.

y =50966.8 -2028.3 x3

y =44881.9
The above table 4.49 shows that interest receivable was increasing and decreasing in the
study periods except in FY 2066/2067. Actual value is much different from trend value.
The interest receivable will be Rs 44881.9 (in*000) in FY 2066/2067. The trend has been
shown in figure 4.48
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Figure 4.48
Interest Receivable
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4.14 Correlation Analysis

Here under this topic correlation coefficient is calculated to measure the relationship
between overdue and doubtful debts, profit and interest income and expenditure and
doubtful debts which are as follows.

4.14.1 Analysis of Correlation between Overdue and Doubtful Debts
Correlation and doubtful debts are correlated with each other. With the increasing
overdue doubtful debts also increase as shown in table 4.49

Table4.49
Correlation between Overdue and Doubtful Debts( Rs. In “0,00,0000)
FY Overdue (X) | Doutful Debt (Y) | XY X2 Y?
2061/2062 | 48.78 3.82 2379.5 2379.5 14.5924
2062/2063 | 89.989 0 8098 8098 0
2063/2064 | 11.7 6.187 136.89 136.89 38.27897
2064/2065 | 81.121 26.691 6580.6 6580.6 712.4095
2065/2066 | 65.7 26.691 4316.5 4316.5 712.4095
Y x =297.29 >y =63.389 Y XY =21512 S X?=21512 S Y%1477.66

Source :-ADBL Branch office of Kanchanpur District , FY 2061/2062 to 2065/2066




Now , substitution the above value calculate value in the following formula

_ N& - (& x)E&y)
IN& - xS nay- (@Y
Where, r = perarsinion correlation coefficient
Now, we have

N = No. of fiscal Years

> x = Values of Overdue

> Y= Values of Doubtful Debt
> XY= Sum of product of variable X & Y
Here, we have,

N=5

yX = 297.29

Y= 63.386

>XY=4177

S X?=21511.9

SY?=1477.66

R= 5x4177 - (297.29) (63.386)
{V5x21511.9 - (297.29) %} {V5x1477.66-(63.386) %}

= 20885-18844.02
{V 107559.5 - 88381.34}{7388.3 - 4017.78}
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= 2040.98-
V19178.16 V3370.52
2040.98

138.48x58.05
2040.98
8038.764

= 0.2539

R=0.2539

Probable Error Here,

R =0.2539

N=5

We have,

R=0.2539

N=5
We have,

PEr = 0.6745 1-r°

VN

Or, 0.6745 1-(0.2539)
V5

Or, 0.6745 x0.9355
2.236

Or, 0.6745 x0.4183

Or, 0.2822

PEr = 0.2822

Above caculation reveals that the correlation and probable error between overdue and
doubtful debts of ADBL, Kanchanpur were 0.2539& 0.2822. The correlation coefficient
is greater then six times of the probable error i.e. 0.2539 >6x0.2822. It indicates that
there is high degree pf co-relation between overdue and doubtful debts at significant
level.

4.14.2 Analysis of Correlation between Profit and interest income

Income and profit are directly correlated to each other. Therefore with the increasing
income profit also increase as shown in Table 4.50
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Table 4.50
Correlation between Profit and interest income ( Rs. in “0,00,0000)

Profit Interest Income
FY X Y XY X2 Y?
2061/2062 | 8.621 14.308 123.35 74.322 204.7189
2062/2063 | 20.413 19.83 404.79 416.69 393.2289
2063/2064 | 2.753 17.331 47.712 7.579 300.3636
2064/2065 | 15.869 33.444 530.72 251.83 1118.501
2065/2066 | 51.353 29.1989 1499.5 2637.1 852.5758

$ X = 99.009 Sy =114.1119 $ XY =2606 $X?=3387.5 | $Y?=2869.388

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Now, substitution the above value calculate value in the following formula

_ N& - (& x)Ey)
N - (@ ey -[@y)
Where, r= perarsinion correlation coefficient
Now, we have

N = No. of fiscal Years

> X = Values of Profit

> Y=Valuesof Interest Income

> XY= Sum of product of variable X & Y
Now, we have

N=5
$X = 2606

Y= 99.009
SXY=114.1119
3y X?=3387.5

S Y?=2869.388

R= 5%2606- (99.009) (114.119)

V5x3387.547- (99.009) ? V5x2869.38-(114.119) 2
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= 13030-11298.12
V16937.5 -9802.78 v14346.9- 13023.15
= 1731.89
V7134.72V/1323.75
= 1731.89
84.47%36.38

R = 0.5636

Probable Error Here ,
Here ,R = 0.5636
N=5
We have,
PEr = 0.6745 1-r
VN
Or, 0.6745 1-(0.5636) 2
V5
Or, 0.6745 1-0.3176
2.236
Or, 0.6745%0.6824
2.236
Or, 0.6745%0.3052
R=0.3693

Above calculation reveals that the correlation and probable error between profit and
interest income of ADBL, Kanchanpur were 0.5636 & 0.3693.

The correlation coefficient is greater then six times of the probable error i.e. 0.5636
>6x0.3693 . It indicates that there is high degree of co-relation between Profit and
interest income at significant level .

4.14.3 Analysis of Correlation between Expenditure and Doubtful Debts

Doubtful debts is one of the items of expenditure .Expenses increase with increasing
doubtful debts as shown in Table 4.51
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Table4.51
Correlation between Expenditure and Doubtful Debts( Rs. in *0,00,0000)

Expenditure Doubtful Debts
FY X Y XY X2 Y?
2061/2062 | 6.238 3.82 23.829 38.913 14.5924
2062/2063 | 3.205 0 0 10.272 0
2063/2064 | 10.014 6.187 61.957 100.28 38.27897
2064/2065 | 36.696 26.691 979.45 1346.6 712.4095
2065/2066 | 33.495 26.691 894.02 1121.9 712.4095

S x =89.648 Sy =63.389 S XY =1959.3 SX?=2618 | SY?=1477.69

Source:-ADBL Branch office of Kanchanpur District, FY 2061/2062 to 2065/2066

Now , substitution the above value calculate value in the following formula

. N& - (& x)Ey)
N - (@ Nay-[@y)

Where, r = perarsinion correlation coefficient

Now, we have

N = No. of fiscal Years

> X = Values of Expenditure

> Y= Values of Doubtful debt

> XY= Sum of product of variable X & Y

Now, we have

N=5

> X = 89.648

>Y=63.389

> XY=1959.3

S X?=2618

S Y27 1477.68

R = 5%1959.3 - (89.648) (63.389)
V5x2618- (89.648) ? V5x1477.68-(63.39) 2
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9796.5-5682.69

V13090 -8036.76 V7388.4- 4018.29
4113.81

V5053.24v/3370.12
4113.81

71.08x58.05

4113.81

4126.38

= 0.9969

R=0.9969

Probable Error Here,
R = 0.9969
N=5
We have,

PEr = 0.6745 1-r°

VN
Or, 0.6745 1-(0.9969) 2
V5
Or, 0.6745 x0.00619
2.236

Or, 0.6745%0.002768

PEr = 0.00186

Above caculation reveds that the correlation and probable error between
Expenditure and Doubtful Debts of ADBL, Kanchanpur were 0.9969 & 0.00186.
The correlation coefficient is greater then six times of the probable error i.e. 0.9969
>6x0.00186. It indicates that there is high degree of co-relation between profit and
interest income at significant level.
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4.15 Financial Sour ce of the Bank

In past ADBL had to depend on the donor agency for finance. Many times, it had to go
through financial crisis. Its financial performance was not good so there were fewer
places to believe upon its efficiency and effectiveness. Although the objectives behind
the establishment of this bank was very appreciable, even then it is suffering through
financia crisis.

For the bank, it was very difficulty to survive only investing in development
sector. So realizing this fact form 2041 B.S,, it had started its commercial banking
function. Afterwards this bank was able to collect more funds (by accepting deposit) and
even invested in commercia sectors. Sill there were difficulties to collect interest on
time, later on it was again very difficult to collect the entire interest on time and the entire
interest amount at once. On many occasions borrowers weren’t able to pay such alarge
amount of interest. At last, bank had to give incentives to refund the invested money by
giving alot of discount.

So to overcome such problems this bank has brought ‘First reform program
2054°. After implementation of this program it was able to generate more income
interests.

Along with the reform program the development bank has started to give non
agriculture credit from FY 2058/2059. The study shows that it was increasing every yr.

These efforts have helped the bank inits survival. The whole ADBL isworking as
a network throughout the country. By its own efforts now this bank is able to fulfill its
financial needsinternally. So, the bank of hisdistrict is aso dynamically viable. 1t’s main
sources of finance are:-

Collection on Principal: A major part of bank’s income is through this mode. The data
also shows that the trend of principle collection of this bank was increasing which was a
positive sign for the bank.

Collection of Interest on loan : The bank meets most of its need from the income
generated from interests collected on loans . The study aso highlights an increasing trend
in thisrespect , which isavery good sign for the working and existence of the bank .

5% Deposit: While providing loans more than Rs. 50000 the bank keeps 5% of that loan
in the form of deposit. It is also a source of finance for the bank.

Other incomes: The Bank also earns it’s revenue through other sources. Most of its
income from other sources is derived from non performing assets.

Internal loan: This bank also earns by providing loans to the branches . In case of any
shortage of fund in other branches of ADBL, it provides loan according to their demand
and earns interest on the given amount.
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CHAPTER YV
SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary

Nepal is an agricultural country. Most of the people of this country are
dependent on agriculture. Our country’s more than 70% agriculture related commodities
are exported to other countries. So without the development of this sector neither
industrial development is possible nor is poverty alleviation possible. Without increasing
agriculture production agriculture related industries cannot be developed. So
development of agriculture sector helps in al round development of this country. In past
due to lack of financial and technical support, many poor farmers suffered a lot. They
were exploited by the landlords and merchants. But during that time they were only the
main source of finance for them.

Later on redlizing the situation different co-operative effort were done by the
government sector and after a long effort in 1967, ADBL was established for the
development of agriculture sector.

After the land reform saving co-operation was merged into ADBL in 1973, the
ADBL has been the only specialized institution in the area of agricultural financing in
Nepal.

In 1975 with one of the basic objectives of uplifting the social economic condition
of the small farmersin Nepal, small farmers devel opment program is being administered
by ADBL and from the year 2041 B. S. it has started to serve with the commercia
banking function. It has played a great role in developing agriculture sectors and aso in
mobilizing capital through commercial function. By than this bank is collecting money
from urban sectors disbursing in rural sector.

ADBL is abig financial institution, which is working in rura sector. At first this
bank had emphasized on providing agriculture loans. Later on it has enlarged its working
sector.

In 2054 B.S. ADBL has brought “1% Reform program” to improve the financial
health of the bank and for the long-term benefits of the farmers. Now there is an
improved financial health of the bank and it is able to invest money in big government.
Development projects too. Now financial position of the bank is better than the time of
donor funding. After the successful results of ‘First reform program’ this bank had
brought ‘Second reform program’ in 2058 B. S. i.e. "Responsibility center concept”.
Form the FY 2058/059 this Bank has started to give non-agriculture credit too. After the
re-establishment of democracy in 2046 B.S. the situation has changed. Due to instable
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government many scoters were badly affected. In present context there is no aternative
of this bank because it is the only bank, which is able to reach into every district and
every part of the country. Although there are some other organizations to support the
agriculture sector but in comparison to ABDL no one come in front.

To enhance the life standard of the farmer, to develop the agriculture sector as well as to
develop the whole economy, ADBL is working through three doors system i.e.
development bank, commercial banking and poverty alleviation program.

Now this bank has been established in the form of huge net work and capital structure in
the country, regulated according to financial organization act 2063. This bank has
registered under company act and it has been got ‘A’ class financia institution licensed
by Nepal Rastra Bank.

In this way ADBL is playing a tremendous role for the development of the
country. Importance of ADBL is realized in every district of the country but due to
different geographical features of the country most of the cultivable lands remain in tera
region. Thisisthe only region of the country which is fulfilling the needs of foodstuff of
the country. Due to this reason aso there is need for more agriculture credit.

Among the five developments Region FWDR is the least development region of
the country. This region’s two district Kailali and Kanchanpur falls upon terai region.
These districts also supply food grains to other parts of the country and are known as
developed districts of this FWDR .In this context the Researcher has realized the need of
the study in these districts but due to limitation of the study, she has focused her study
only in Kanchanpur district.

Most of the people of this district are aso dependent on agriculture, so ADBL can
play vital role in this sector. In this district there are three branches and one sub branch
office. Development banks were established in different parts of the district in different
years and are performing their activities independently but there is co-operation which
are controlled and monitored by regional office in district. Except it there is one
commercia bank of ADBL, which is excluded from study.

Despite of numerous objectives of the bank, the farmers are not benefited due to
lack of financial aswell astechnical support. If they are able to get this support even then
they are unable to utilize it properly due to shortage of qualitative seeds, fertilizers, good
market and good price of the agriculture products. On the other side due to the conflict
situation of the country since two years al the branch offices of ADB/L were shifted to
town area. Due to this both the Bank as well as poor farmers of the district were suffered
lot.
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In this way there are different things to be studied, which are concerned with the
bank but due to its own limitations the researcher has focused her study on the
development bank and has used compiled data for the study. This study mainly focuses
on financia performance of ADBL Kanchanpur district for the partial fulfillment of
Masters Degree in management .

In this research whole study is segregated into five chapters. The main objectives
of the study is to analyze the financia performance of the Agri. Development Bank
(ADBL) of this district by analyzing disbursement, P/L A/C and B/S with the help of
trend analysis, ration anaysis and correlation analysis with the help of trend line and
different diagrams. And lastly to examine the challenges faced by the bank and provide
appropriate suggestions in this regard.

While analyzing the availed data of the bank the researcher has found that the
overall situation of the bank is not bad but overdue, interest receivable, expenses and non
performing assets increasing trend shows the negative situation of bank. It should be
decreased for the betterment of the bank’s overall financial condition.

5.2 Summary of major finds
Followings are the major finds of the study

ADBL isthe main source of finance in the agriculture sector . Itsroleis also vita
in Kanchanpur district. The magjor source of income of the bank is interest on loan,
Service charge etc. but there isjust study under the interest on loan which was increasing
in every FY of the study period. Total disbursement trend was decreasing except in the
FY 2061/2062.

While analyzing individual trend of disbursement.

The highest percentage of disbursement on cereal crops in the FY 2061/2062 and the
lowest in FY 2062/2063 and in terms of percentage it was 68.83% & 31.17%.

The highest percentage of disbursement on cash crops in the (71.43%) & lowest
percentage (28.57%).

The disbursement on biogas was highest percentage 74.17% in FY 2061/2062 &
lowest percentage was 25.94% in FY 2062/2063.

The highest percentage of disbursement was on irrigation (71.43%) & lowest
percentage (28.57%).

The highest disbursement loan in agriculture and domestic industry Rs. 5723 in FY
2061/2062 and lowest in Rs. 39235 FY 2062/2063.
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The highest disbursement amount of agriculture business was Rs.20286 & lowest
amount was Rs. 13946.
The highest percentage disbursement amount of horticulture loan was 85.02% &
lowest disbursement percentage was 14.98%.
In non-agriculture credit the highest percentage of disbursement was in FY
2061/2062 (29.17) and the lowest was in FY 2065/2066 (12.09%).
In agriculture activities the highest percentage of disbursement was in FY
2063/2064(48.21%) and the lowest wasin FY 2065/2066 (24.55%).
In production loan the highest percentage of disbursement was in FY
2065/2066(89.39%) and the lowest was in FY 2064/2065 (3.31%).
The highest disbursement percentage of agri. tools was 55.38% in FY 2061/2062 &
lowest was 0.58% in FY 2065/2066.

While analyzed collection
Principal collection trend was increasing every year but in slower rate. In terms of
percentage it was 16.57%,16.95%,19.80%,20.55% & 26.16% respectively from FY
2061/2062 to 2065/2066 .Which was very good aspect of the Bank.
Interest collection was decreasing in 1% year to 2" year in the study period, & FY
2063/2064 to 2065/2066 there was increasing. In terms of percentage it was
15.66%, 14.62%, 17.99%, 25.89 %, & 25.83 % from FY 2061/2062 to 2065/2066
respectively.
Outstanding loan was sometime increasing & sometime decreasing in every year of
the study period but the outstanding loan of bank was decreasing in 2063/2064 to FY
2065/2066 .In term of percentage proportion of outstanding loan was 20.23%,
21.25%, 21.09%, 20.29% & 17.14% from FY 2061/2062 to 2065/2066 respectively.
Interest recelvable was increasing every year of the study period. But in FY
2064/2065 to 2065/2066, there was decreasing amount of interest receivable. In
terms of percentage the proportion of interest receivable was 16.33%, 22.58 %,
26.93%, 21.01% & 13.14% from FY 2061\2062 to 2065/2066, respectively. If
interest receivable was increasing, this condition was not good for bank’s overall
performance because it incases the chances of non refund of loans and displays the
poor performance of the bank.
Overdue loan was increasing continuously from FY 2061/2062 to FY 206/2066 but
in FY 2063/2064 to 2065/2066 it was decreased in amount .In terms of percentage
it’s 12.12% , 22.35% , 29.06% , 2015% & 16.32% from 2061/2062 to 2065/2066.
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While analyzed revenue

Percentage of revenue was decreasing in 2063/2064 but from 2063/2064 to 2064/2065
was increased (23.85% & 53.02 %) . In terms of percentage it's 11.26%, 7%, 5.08%,
,23.85%& 53.02 % from FY 2061/2062to 2065/2066, respectively. Percentage of
expenditure was increasing every year except FY 2064/2065 i.e. 6.85%, 3.579 %,
11.18%,40.979% & 37.40 % from FY 2061/2062 to 2065/2066 respectively .

Main source of income for the bank is interest. Percentage of which was
increasing percentage of income from interest on loan. In terms of percentage it's 3.79%,
5.26%, 4.59%, 8.87% & 77.47% From 2061/2062 to 2065/2066 respectively. It has
hel ped the bank to increase its revenue.

There are also another sources of income for the bank, known as other incomes .
It was highest in FY2061/206[Rs. 24841(in ‘000)] and lowest was in FY 2063/2064 [Rs
346(in “000)].

While analyzed expenditure.
Amount of expenditure on employees was increased from FY 2061/2062 to FY
2065/2066. In terms of amount (in ‘000s) RS.1581, Rs. 1640, Rs.1874, Rs. 4290 &
Rs.4933 from 2061/2062 to 22065/2066.
Amount of office expenditure was increasing every yr. but one yr. it was decreased.
In terms of amount (in’000) was, Rs. 152, Rs.266, Rs.257, and Rs.735 & Rs.803
from FY 2061/2062 to 2065/2066 respectively.
Percentage of doubtful debts was increasing very rabidly from FY 2061/2062 to FY
2064/2065 . In terms of percentage it's 6%, 0.24 %, 9.74%,42% &42 % from
2061/2062 to 2064/2065 . But in the FY 2062/2063 it was deceased in this
percentage (0.24%).In FY 2064/21065 & 2065/2066 its percentage was same .
Amount of discount on interest was increasing rapidly curing the study period but in
FY 2065/2066 it was decreased in amount on discount on interest. In terms of
amount (in000) was Rs.569, Rs.1144, Rs.1473, Rs.4944 & Rs.297 from 2061/2062
to 2064/2065, respectively.
Other expenses was increasing rapidly except FY 2061/2062. In terms of amount in
rupees (in ‘000s) Rs.19, Rs.155, Rs.223, Rs.36 & Rs.771 from FY 2061/2062 to
2064/2065 respectively.
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While analyzed financial ratios
The ratio of interest income to total income ratio was increasing every year. Nearly
158% of income of the bank of this district was generated from interest only. In
terms of percentage it’s 36.55%, 83.96%, 98.04% & 40.32%, from FY 2061/2062 to
2064/2065, respectively.
The bank earned highest income from other sources in FY 2061/2062 & lowest
income in FY 2065/2066. In terms of percentage the proportion of other income to
total income 1s63.45 %, 16.04 %,1.96 % ,59.68% & -58.32% from FY 2061/2062 to
2064/2065 .
Percentage of staff expenses was 4.04%, 6.94%, 10.60%, 5.17%, & 2.67 %,
respectively from FY 2061/2062 to FY 2061/2062 .1t is further revealed that among
five FY, in the first three FY staff expenses to total income ratio was increasing in
the percentage of staff expenses.
Percentage of Office expenses was 4.038%, 6.94%, 10.60%, 5.17% & 2.67%,
respectively from FY five FY2061/2062 to FY 2064\2065 respectively. It is further
revealed that among five FY, in the first three FY staff expenses to total income ratio
wasincreasing, but in 4" & 5" year it was decreasing.
Amount of discount on interest was increasing in the study period but FY 2065/2066
the amount of discount on interest was decreased (Rs.297 in’000) In terms of amount
(i’000) was Rs,569 ,Rsl144, Rsl1473,Rs 4944 & Rs.297 from 2061/2062 to
2064/2065 respectively .
Percentage of doubtful debts was increasing very rabidly from FY 2061/2062 to FY
2064/2065. In terms of percentage it's 6.022%,0. %, 9.76%, 42.109% &42.109 %
from 2061/2062 to 2064/2065. But in the FY 2062/2063 there was no doubtful debts
In this year there was revenue. For the betterment of the Bank it should be
decreased continuously .In FY 2064/2065 & FY 2065/2066 there was the amount of
doubtful debts was same.
Amount of other expenses was increasing rapidly except FY 2061/2062. In terms of
terms of amount in rupees (in 000s) Rs 19,Rs 155 ,Rs.223 ,Rs.36 ,& Rs.771 from
FY 2061/2062 to 2064/2065 respectively . It is further reveaed that these expenses
increased highly in FY 2061/2062 and 2064/2065.
While analyzing different ratio i.e. staff expenses to total income, office expenses to
total income , discount on interest to total income , doubtful debts to total income it
was found the bank had to bear more expenses ion staff expenses , office expenses
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and doubt debts . Ratio of them reveals the more or less same situation but other
expense ratio shows very lessin comparison to aready mentioned ratios.
Study reveals that Net profit to total assets ratio was the highest in FY 2065/2066
and the lowest

in FY 2062//2063 . In terms of percentages it’s 2.78 % & 51.87% respectively.

Percentage of cash and bank balance to total assets ratio is the highest in FY
20663/2064 & lowest in FY 2064/2065. In terms of percentage the proportion of
cash and bank balance to total assets are 0.478% , 0.202% , 0.787% , 0.109% ,
&0.384 in FY 2061/2062 & 2065/2066 respectively .

Percentage of fixed and other assets to total assets ratio is highest in the FY
2064/2065 and lowest in FY 20661/2062. In terms of percentage the proportion of
fixed and other assets to total assets is 0.268%, 0.269%, 0.202%, 0.909% & 0.291
from FY 2061/2062 to 2065/2066, respectively.

In terms of percentage the proportion of outstanding loan to total assetsis 0.2678%,
0.2689%, 0.2015%, 0.909 & 0.2905% from FY 2061/20652 to 2065/2066
respectively.

Percentage of non- performing assets was increasing every year during the study
period.

In terms of percentage it’s 12.28%, 12.339%, 20.910%, 21.568% , 20.910% , &
32.89% from FY 2061/2062 to 2065/2066 respectively. It shows the negative aspect of
the bank.

While analyzing trends of disbursement, collection of loan , interests collection,

loan outstanding , overdue of loan & interest receivable, following situation is forecasted.

Disbursement of loan shows decreasing trend in coming year. It’s Rs. 127219 (in

000s).

Trend analysis shows that collection of loan was increasing every FY. It amounts to

Rs 184414.6 (in’000) in coming year.

Trend analysis shows that interest collection was increasing. Its amount to Rs.

63078.1(*000) in coming year.

Increasing trend of interest collection shows same increasing trend in coming year

will be Rs. 63078.1(in‘000).

Increasing loan outstanding trend shows that next yr there will be an increment. i.e.,

Rs 2988836.5(in*000).
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While analyzing the trend of overdue loan of the bank, it was found that next year
there will be an increment in the value of overdue loan, its Rs. 88012.4 (in*000)
which is not agood sign for the bank.

While analyzing interest receivable trend it was found that there would be an
increment in the value, it’s Rs 57051.7(in“000) . Thisis also not a positive trend of
the bank.

While analyzed correlation

It was found that there was high degree of positive correlation between overdue
and doubtful debts, profit and interest income & expenditure and doubtful debt at
significant level.
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5.3 Conclusion

Every study has its own objectives, importance and genially reaches to its conclusion. In
this study also the researcher has concluded that ADBL is the main source of finance is
agriculture section. Itsrole is vital in Kanchanpur district. After the research of previous
five fiscal years (2061/2062 to 2065/2066) it is found that this bank is doing its
disbursement in different agriculture and non- agricultural sectors .But while analyzing
collection it was found that trend of principal and interest collection were some time
increasing and some time it was decreasing. If interest collection was increasing, then it
was good aspect of the bank. But outstanding, overdue & interest receivable were
increasing every year during the study periods, which revealed the negative aspect of the
bank.

The major source of income for the bank is interest which has decreasing trend
during the study period. By which revenue of the bank was also increasing continuously.
On the other hand, it has to spend amount on various heads like for office, employees,
discount on interest, doubtful debts and other expenses.

While analyzing the ratios of income it was found that average ratio of interest
income was 158% .Among all the expenses the bank has to bear more expenses on staff,
office and doubtful debts. ADBL has never incurred any losses throughout the study
period. While observing different assets related ratio it was found that outstanding loan
had played significant rolein total assets.

It was further found that an increase in non —performing assets was big burden
for the bank and hampered the overall performance of the bank.

In the same ways the analysis of disbursement trend shows that it is decreasing in
the succeeding year. But the trend of loan collection, interest collection, outstanding loan,
overdue and interest collection were found to be increased.

While analyzing correlation between overdue and doubtful debts, profit &
interest income and expenditure and doubtful debts were found that, there was high
degree of positive correlation at significant level.
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5.4 Recommendations:

After analyzing the data form the bank, the researcher has derived different conclusions.
The conclusion part of finding of the study reflects the positive as negative aspects of the
bank with respect to the financial performance of the bank in this Kanchanpur district. So
according to such conclusion, the researcher has presented following recommendations
for the improvement and overall development of the bank.

Vi.

Vil.

viii.

To increase disbursement and for the development of a particular sector bank should
continue its ‘Pocket area program’ according to the speciality of that particular area.

. However the persona talk of the Researcher with the farmer (borrowers) revealed a

separate story that they generally took loan from the bank to fulfill their household
needs but the bank doesn’t give loan for the same purpose . So while taking loan
sometimes they narrate fake stories of investment because they don’t have other
aterative to get the money, so in this regard bank of this district should know the
actual situation and should inspire the borrowers to invest money accordingly .

Bank should be conscious about the quality of loan and complete utilization of 1oan
given for a particular objective. For this there should be developed modern
information system, which can collect, analyses and present information on time. It
plays atremendous role in decision making while doing disbursement.

For effective collection it has to enlarge its sector but disbursing loan in different
sectors to minimize the risk of collection.

While disbursing loan it should be kept in mind that whether the borrower can repay
interest on time or not because from some sectors it is not possible to get immediate
return after disbursement. So in such cases of disbursement the bank should consider
other wise the borrowers will be discouraged.

From the analysis it was found that interest receivable trend was increasing every year.
To improve the situation the bank should make its borrowers aware of the interest
payable by them. Expect it, there should be proper and timely investigation and
inspection by the bank officias.

From the study it was found that overdue trend was increasing every year except in the
FY 2066/2067. Generally this problem arises when the disbursement is not effective.
To minimize this overdue problem the bank has to keep regular contacts with the
borrower.

Study shows that doubtful debts is increasing rapidly. If doubtful debts is increased
day by day, thisis not good aspect for the bank. So to solve this problem bank should
enhance the quality of loan, decrease the non-performing assets & increase the
collection of loan.
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Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.

Study shows that there was a high degree of positive correlation between overdue and
doubtful debts as well as expenditure and doubtful debts at significant level. So to
reduce the doubtful debts, overdue should be decreased and on the other side to
decrease the expenditure there is a need to decrease doubtful debts.

While analyzing correlation between profit and interest income, it was found that there
was aso a high degree of positive correlation between them. So there is a need to
increase interest income by increasing interest collection, reducing interest receivable
and overdue of this bank ADBL of thisdistrict.

Due to lack of education people are not conscious and on the other side they are
lacking technical skill. So before disabusing loan there is a need of detail analysis of
the project work. Borrower’s need technical advice but they can’t ask for it. So in this
regard employees of the bank should be more conscious and they should possess such
technical skills to suggest and guide the borrowers. For that the bank should give
required training to the employees.

For effective disbursement and collection there should be a lot of interaction between
bank and borrowers for transparency. Inspirations plays a vital role for the effective
utilization of loan. So bank should continue to distribute ‘Green card’’ to the good
borrowers.

To increase the revenue bank should try to reduce unproductive expenses. Employees
are the people who contribute in the overall financial development of the bank. So they
should be encouraged for their commitment and a team spirit should be developed
among them.

Some field offices are not reestablished which were under problem due to past
conflict. The reestablishment of such officesisimportant.

The officina skill development through seminar, review meeting, orientation and
training are important to enhance their servicing capacity.

The bank should be capable to provide service like provision of banking facilities for
remittance, this bank is being not success to provide these above facilities too, which
isimportant for Bank devel opment.
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XVil.

XVili.

XiX.

In this modern technology bank should have the facility for providing ATM, debit
card, credit card facilities to the customers but these facilities are aso not being

possible through this bank.
This bank is unable to use the knowledge of new information technology because of
which practical difficulties are present in performing different activities.

Field office working areas are mostly remote so to perform the activates, it is aso very

difficult with frequent supervision / monitoring visit from head office. For this kind of
problem, staff sufficiency in number is important.
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Appendix
Working area of ADBL in Kanchanpur District
Although in this study the compiled data are used for the study even then by the help of
following detail list the researcher wants to make clear about the working areas of ADBL

in different part of the district .
Working area of ADBL branch offices of Kanchanpur
- Mahendranagar, 1 municipality
- Suda 4

- Belauri 9
- Dodhara Chadani 2
- Attariya
- Banking

Appendix |

The detail of Regional offices of Agriculture Development Bank Limited Dhangadhi
Agriculture Development Bank Limited Regional Office, Dhangadhi

S.no | Zone District Office

1 Regional office Dhangadhi

2 Branch office Dhangadhi

3 Branch office Bhaj ani

4 Branch office Tikapur

5 Kailali Branch office Hasuliya

6 Sub-Branch office Sukhkhad
7 _ Banking Dhangadhi

8 Seti Regional Training Center Dhangadhi
9 Doti Sub-branch Office Silgadhi

10 Sub-branch Office Budar

11 Achaam Sub-branch Office Mangalsen
12 Sub-branch Office Saphebagar
13 Bajhan Sub-branch Office Bajhan

14 Bajura Sub-branch Office Bajura

15 Branch office Mahendranagar
16 Branch office shreepur Belauri
17 Kanchanpur | Sub-branch Office krisnapur
18 Sub-office Dodhara Chhadani
19 Banking M ahendranagar

20 | Mahakali | Baitadi Sub-branch Office Baitadi

21 Sub-branch Office Patan

22 Dadeldhura Sub-branch Office Dadeldhura
23 Darchula Sub-branch Office Darchula
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Appendix Il

Over all Disbursement of loan

Fiscal year Amount (Rs in ‘000) Per centage
2061/2062 141233 21.15426
2062/2063 131671 19.72203
2063/2064 133567 20.00602
2064/2065 129215 19.35417
2065/2066 131948 19.76352
Tota 667634 100

Appendix 111

Disbursement in Cereal crops.

SN | Fiscal year Amount (Rsin ‘000) Per centage
1 2061/2062 10559 68.83
2 2062/2063 4781 31.17
Total 15340 100

Appendix IV

Disbursement in Cash crops.

SN | Fiscal year Amount (Rs in ‘000) Per centage
1 2061/2062 10578 58.14
2 2062/2063 7616 41.86
Total 18194

Appendix V

Disbursement in Irrigation .

SN | Fiscal year Amount (Rs in ‘000) Per centage
1 2061/2062 300 71.43
2 2062/2063 120 28.57
Total 420

Appendix VI

Disbursement in Biogas

SN | Fiscal year Amount (Rs in ‘000) Per centage
1 2061/2062 1436 74.17
2 2062/2063 503 25.94
Totd 1939 100

107




Appendix VII

Disbursement in Agriculture and domestic I ndustry .

SN Fiscal year Amount (Rs in ‘000)
1 2061/2062 5723
2 2062/2063 39235
Total 44958
Appendix V111
Disbursement in Agriculture business
SN Fiscal year Amount (Rsin “000)
1 2061/2062 20286
2 2062/2063 13946
Total 34232
Appendix I X
Disbursement in Horticulture
SN Fiscal year Amount (Rs in 000) Per centage
1 2061/2062 2071 85.02
2 2062/2063 365 14.98
Total 2436 100
Appendix X
Disbursement in Non-agriculture Business L oan
SN Fiscal year Amount (Rs in 000) Per centage
1 2061/2062 70723 29.17
2 2062/2063 36235 14.94
3 2063/2064 43673 18.01
4 2064/2065 62547 25.79
5 2065/2066 29307 12.09
Total 242485
Appendix XI
Disbursement in Agriculture.
SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2063/2064 | 24699 48.21
2 2064/2065 | 13951 27.23
3 2065/2066 | 12577 24.55
Totdl 51227 100
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Appendix Xl

Disbursement in Production .

SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2063/2064 | 2342 7.26
2 2064/2065 | 1065 3.31
3 2065/2066 | 28709 89.39
Total 32116 100

Appendix X111

Disbursement in Agriculture Tools

SN Fiscal year Amount (Rs in 000)
1 2061/2062 2481 55.38
2 2062/2063 1633 36.45
3 2063/2064 255 5.69
4 2064/2065 85 1.89
5 2065/2066 26 0.58
Total 4480 100

Appendix XIV

Total Loan collection of the Bank

SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 113563 16.53796
2 2062/2063 | 116364 16.94586
3 2063/2064 | 135977 19.80206
4 2064/2065 | 141136 20.55336
5 2065/2066 | 179641 26.16076
6 Total 686681 100

Appendix XV

Collection of Interest

SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 34138 15.65899
2 2062/2063 | 31875 14.62096
3 2063/2064 | 39233 17.99605
4 2064/2065 | 56454 25.89526
5 2065/2066 | 56309 25.82875
Total 218009 100
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Appendix XVI
Out standing L oan of Bank

SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 305624 20.23219
2 2062/2063 | 320931 21.24551
3 2063/2064 | 318521 21.08596
4 2064/2065 | 306600 20.2968
5 2065/2066 | 258907 17.13954
Total 1510583 100
Appendix XVII
Interest Receivable of the Bank
SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 41635 16.33809
2 2062/2063 | 57537 2257823
3 2063/2064 | 68627 26.93008
4 2064/2065 | 53546 21.01211
5 2065/2066 | 33489 13.1415
Total 254834 100
Appendix XVIII
Overdue loan of the Bank
SN Fiscal year | Amount (Rs in ‘000) Per centage
1 2061/2062 | 48780 12.11639
2 2062/2063 | 89989 22.35224
3 2063/2064 | 117002 29.06196
4 2064/2065 | 81121 20.14953
5 2065/2066 | 65703 16.31987
Appendix XIX
Total Revenue and Total Expenditure
SN Fiscal year Amount of revenue | Percentage Amount of | Percentage of
(Rs in ‘000) of revenue expenditure expenditure
1 2061/2062 | 39149 11.25566 6138 6.854424
2 2062/2063 | 23618 6.790372 3205 3.579086
3 2063/2064 | 17677 5.082285 10014 11.18283
4 2064/2065 | 82947 23.84795 36696 40.97914
5 2065/2066 | 184425 53.02373 33495 37.40452

110




Appendix XX
Income from Interest on Loan

SN Fiscal year Amount (Rs in ‘000)
1 2061/2062 14308
2 2062/2063 19830
3 2063/2064 17331
4 2064/2065 33444
5 2065/2066 291989
Total
Appendix XXI
Other Income of the Bank
SN Fiscal year Amount (Rs in “000)
1 2061/2062 24841
2 2062/2063 3788
3 2063/2064 346
4 2064/2065 49503
Appendix XXII
Expenditure on Employees
SN Fiscal year Amount (Rs in ‘000)
1 2061/2062 1581
2 2062/2063 1640
3 2063/2064 1874
4 2064/2065 4290
5 2065/2066 4933
Appendix XXII1
Expenditure on Office
SN Fiscal year Amount (Rs in ‘000)
1 2061/2062 152
2 2062/2063 266
3 2063/2064 257
4 2064/2065 735
5 2065/2066 803
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Appendix XXIV
Discount on Interest (Rebate)

SN Fiscal year Amount (Rs in ‘000)
1 2061/2062 569
2 2062/2063 1144
3 2063/2064 1473
4 2064/2065 4944
5 2065/2066 297
Appendix XXV
Expenditure on Doubtful Debts
SN Fiscal year Amount Per centage
(Rs in ‘000)
1 2061/2062 3817 6.022
2 2062/2063 - -
3 2063/2064 6187 9.76
4 2064/2065 26691 42.109
5 2065/2066 26691 42.109
Total 63386 100
Appendix XXVI
Expenditure on other Expense of the bank
SN Fiscal year Amount Per centage
(Rs in “‘000)
1 2061/2062 19 1.578073
2 2062/2063 155 12.87375
3 2063/2064 223 18.52159
4 2064/2065 36 2.990033
5 2065/2066 771 64.03654
Appendix XXVII
Profit and loss of the bank
SN Fiscal year Amount Per centage
(Rs in “‘000)
1 2061/2062 8621 8.707289
2 2062/2063 20413 20.61732
3 2063/2064 2753 2.780555
4 2064/2065 15869 16.02784
5 2065/2066 51353 51.867
Total 99009 100
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Appendix XXVIII
Revenue, cost and P /L of the bank

SN FY Revenue Cost Net P\L
1 2061/2062 39149 30528 8621
2 2062/2063 23618 3205 20413
3 2063/2064 17677 14924 2753
4 2064/2065 82947 67078 15869
5 2065/2066 184425 133072 51353
Appendix XXIX
Interest Incometo Total Income Ratio
SN | Fiscal year Interest Income Total Income Ratio=Int. Income
(Rs in “‘000) (Rs in “‘000) /Total Income (in%)
1 2061/2062 14308 39149 36.54755
2 2062/2063 19830 23618 83.96139
3 2063/2064 17331 17677 98.04265
4 2064/2065 33444 82947 40.31972
5 2065/2066 291989 184425 158.324
Total
Appendix XXX
Other Incometo Total Income Ratio
SN | Fiscal year Other Income Total Income Ratio=Other Income
(Rs in ‘000) (Rs in ‘000) /Total Income (in%)
1 2061/2062 24841 39149 63.45245
2 2062/2063 3788 23618 16.03861
3 2063/2064 346 17677 1.957346
4 2064/2065 49503 82947 59.68028
5 2065/2066 -107564 184425 -58.324
Total
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Appendix XXXI
Employee expensesto Total Income Ratio

S.N | Fiscal year Employee expenses | Total Income | Ratio= Employee
(Rs in “000) (Rs in “000) expenses
/Total Income (in%)
1 2061/2062 1581 39149 4.038417
2 2062/2063 1640 23618 6.943856
3 2063/2064 1874 17677 10.60135
4 2064/2065 4290 82947 5.171977
5 2065/2066 4933 184425 2.6748
Appendix XXXII
Office expensesto Total Income Ratio
SN | Fiscal year Office expenses Total Income Ratio= Office
(Rs in “‘000) (Rs in “‘000) expenses
/Total Income
(in%)
1 2061/2062 152 39149 0.38826
2 2062/2063 266 23618 1.12626
3 2063/2064 257 17677 1.453867
4 2064/2065 735 82947 0.886108
5 2065/2066 803 184425 0.435407
Total
Appendix XXXII1
Discount on Interest to Total Income Ratio
SN | Fiscal year Discount on Total Income Ratio= Discount on
Interest (Rsin (Rs in “000) Interest
‘000) /Total Income (in%)
1 2061/2062 569 39149 1.453422
2 2062/2063 1144 23618 4.843763
3 2063/2064 1473 17677 8.332862
4 2064/2065 4944 82947 5.960433
5 2065/2066 297 184425 0.161041
Total
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Appendix XXXIV
Doubtful debt to Total Income Ratio

SN | Fiscal year Doubtful debt Total Income Ratio= Doubtful
(Rs in “000) (Rs in “000) debt
/Total Income
(in%)

1 2061/2062 3817 39149 9.74993

2 2062/2063 0 23618 0

3 2063/2064 6187 17677 35.00028

4 2064/2065 26691 82947 32.17838

5 2065/2066 26691 184425 14.47255

Appendix XXXV
Other expensesto Total Income Ratio
Fiscal year Other Exp. Total Income Ratio= Other Exp.
(Rs in “000) (Rs in “‘000) /Total Income (in%)

2061/2062 19 39149 0.048533

2062/2063 155 23618 0.656279

2063/2064 223 17677 1.261526

2064/2065 36 82947 0.043401

2065/2066 771 184425 0.418056

Total

Appendix XXXVI
Different Expensesto Total Income Ratio (in %)
Fiscal year | Employee Office Exp. To | Discount on | Doubtful Debts | Other
Exp. to Total | Total Income | Interest to Total | to Total | Expenses to
Income Income Income Total Income

2061/2062 | 4.038417 0.38826 1.453422 9.74993 0.048533
2062/2063 | 6.943856 1.12626 4.843763 0 0.656279
2063/2064 | 10.60135 1.453867 8.332862 35.00028 1.261526
2064/2065 | 5.171977 0.886108 5.960433 32.17838 0.043401
2065/2066 | 2.6748 0.435407 0.161041 14.47255 0.418056
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Append

Net Profit to Total Assets Ratio

IX XXXVII

FY Net Profit Total Assets Ratio

(Rs. In “000) (Rs. In “000) (in %)
2061/2062 8621 352454 2.446
2062/2063 20413 363331 5.618
2063/2064 2753 406407 0.677
2064/2065 15869 456417 3.477
2065/2066 51353 401660 12.79

Appendix XXXVIII
Cash & Bank Balanceto Total Assets Ratio
FY (Rs. In “000) Total Assets Ratio
(Rs. In “000) (in %)
2061/2062 1684 352454 0.478
2062/2063 735 363331 0.202
2063/2064 3199 406407 0.787
2064/2065 498 456417 0.109
2065/2066 1544 401660 0.384
Appendix XXXIX
Fixed & Other Assetsto Total Assets Ratio

FY Fixed & Other | Total Assets Ratio

Assets (Rs. In | (Rs. In *000) (in %)

‘000)
2061/2062 944 352454 0.268
2062/2063 977 363331 0.269
2063/2064 819 406407 0.202
2064/2065 4149 456417 0.909
2065/2066 1167 401660 0.291

Appendix XXXX

Outstanding loan to Total Assets Ratio
FY Outstanding loan | Total Assets Ratio

(Rs. In “000) (Rs. In “000) (in %)
2061/2062 305624 352454 0.2678
2062/2063 320931 363331 0.2689
2063/2064 318521 406407 0.2015
2064/2065 306600 456417 0.909
2065/2066 258907 401660 0.2905
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Appendix XXXXI
Total AssetsRatio

FY Net Profit to| Cash & Bank | Fixed & | Outstanding
Total Assets | Balance to | other Assets|loan to Total
(in %) Total Assets (in | to Total | Assets(in %)
%) Assets  (in
%)
2061/2062 2.446 0.478 0.268 0.2678
2062/2063 5.618 0.202 0.269 0.2689
2063/2064 0.677 0.787 0.202 0.2015
2064/2065 3.477 0.109 0.909 0.909
Appendix XXXXII
Non-perfor ming Assets of the Bank
FY Amount of Non- | % of Non —Performing
performing Assets ( Rs in
‘000)
2061/2062 23104 12.28
2062/2063 23212 12.339
2063/2064 39335 20.910
2064/2065 40572 21.568
2065/2066 61886 32.89
Total 188109 100
Appendix XXXXI11
Trend Analysis of Loan disbursement (in Rs.”000)
Loan disbursement Trend
FY Y Year X | XY X? Values
2061/2062 | 141233 -2 -282466 4 137732
2062/2063 | 131671 -1 -131671 1 135629.4
2063/2064 | 133567 0 0 133526.8
2064/2065 | 129215 1 129215 1 131424.2
2065/2066 | 131948 263896 4 129321.6
N=5 >Y =667634 YX=0 |>XY=21026 |YX=10
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Appendix XXXXIV
Trend of Loan Collection ( Rs. In *000)

Collection of Loan
FY Y Year X XY X? Trend Values
2061/2062 113563 -2 -227126 4 105950.6
2062/2063 116364 -1 -116364 1 121643.4
2063/2064 135977 0 0 0 137336.2
2064/2065 141136 1 141136 1 153029
2065/2066 179641 2 359282 4 184414.6
N=5 S Y=686681 S X=0 SXY = 156928 $X =10
Appendix XXXXV
Trend analysis of Interest Collection (in Rs. *000)
Interest Collection
FY Y Year X XY X? Trend Values
2061/2062 34138 -2 -68276 4 30617.6
2062/2063 31875 -1 -31875 1 371409.7
2063/2064 39233 0 0 0 43601.8
2064/2065 56454 1 56454 1 50093.9
2065/2066 56309 2 112618 4 56586
N=5 >Y=218009 >X=0 > XY =68921 YX =10
Appendix XXXXVI
Trend Analysis of loan Outstanding ( in Rs. ‘000)
Y ear Trend
FY L oan outstanding X XY X2 Values
2061/2062 305624 -2 -611248 4 304271.9
2062/2063 320931 -1 -320931 1 3031943
2063/2064 318521 0 0 0 2021166
2064/2065 306600 1 306600 1 3010390
2065/2066 258907 2 517814 4 2999614
N=5 > Y=1510583 > X=0 Y XY =-107765 YX =10
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Appendix XXXXVII
Trend Analysis of Overdue Loan (in Rs.”’000)

Overdue L oan Y ear Trend
FY Y X XY X2 Values
2061/2062 | 48780 -2 -97560 4 75523.4
2062/2063 | 89989 -1 -89989 1 78021.2
2063/2064 | 117002 0 0 0 80519
2064/2065 | 81121 1 81121 1 83016.8
2065/2066 | 65703 2 131406 4 85514.6
N=5 > Y=402595 >X=0 > XY =24978 >X =10
Appendix XXXXVIII
Trend Analysis of Interest Receivable ( Rs. in “000)
I nterest
Receivable Y ear
FY Y X XY X? Trend Values
2061/2062 | 41635 -2 -83270 4 46910.2
2062/2063 | 57537 -1 -57537 1 48938.5
2063/2064 | 68627 0 0 0 50966.8
2064/2065 | 53546 1 53546 1 52995.1
2065/2066 | 33489 2 66978 4 55023.4
N=5 S Y=254834 $X=0 TXY =-20283 | ¥X =10
Appendix XXXXII
Correlation between Overdue and Doubtful Debts (Rs. In “0,00,0000)
Doubtful Debt
FY Overdue (X) | (Y) XY X? Y?
2061/2062 | 48.78 3.82 2379.5 2379.5 14.5924
2062/2063 | 89.989 0 8098 8098 0
2063/2064 | 11.7 6.187 136.89 136.89 38.27897
2064/2065 | 81.121 26.691 6580.6 6580.6 712.4095
2065/2066 | 65.7 26.691 4316.5 4316.5 712.4095
YXx=297.29 | Sy =63.389 S XY =21512 S X?=21512 S Y#°1477.66
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Appendix XXXXIX
Correlation between Profit and interest income (Rs. In “0,00,0000)

Interest Income

FY Profit X Y XY X2 Y2
2061/2062 | 8.621 14.308 123.35 74.322 204.7189
2062/2063 | 20.413 19.83 404.79 416.69 393.2289
2063/2064 | 2.753 17.331 47.712 7.579 300.3636
2064/2065 | 15.869 33.444 530.72 251.83 1118.501
2065/2066 | 51.353 29.1989 1499.5 2637.1 852.5758
$X=99.009 | Sy=114.1119 XY =2606 | yX?=3387.5 | YY%=2869.388
Appendix XXXXX
Correlation between Expenditure and Doubtful Debts (Rs. In “0,00,0000)
Expenditure Doubtful Debts
FY X Y XY X2 Y?
2061/2062 | 6.238 3.82 23.829 38.913 14.5924
2062/2063 | 3.205 0 0 10.272 0
2063/2064 | 10.014 6.187 61.957 100.28 38.27897
2064/2065 | 36.696 26.691 979.45 1346.6 712.4095
2065/2066 | 33.495 26.691 894.02 1121.9 712.4095
Y x =89.648 Sy =63.389 ¥ XY =1959.3 $X?=2618 | SY?=1477.69
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