A STUDY OF FINANCIAL POSITION AND PERFORMANCE
OF AGRICULTURAL DEVELOPMENT BANK, DHARAN

Submitted to
Office of the Dean
Faculty of Management

Tribhuvan University

In the Partial Fulfillment of the Requirement for the Master’s

Degreein Business Studies (MBS)

Submitted by

Tajub Kumar Limbu
Central Department of Management
T.U. Regd No. 7-1-7-1430-98
Roll No. 623/2063/064

Kirtipur, Kathmandu
September 2011



RECOMMENDATION

Thisisto certify that the thesis
Submitted by:
Tajub Kumar Limbu
Entitled:

A Study of Financial Position and Performance of Agricultural

Development Bank, Dharan

has been prepared as approved by this department in the prescribed format of

Faculty of Management. Thisthesisisforwarded for examination.

Associate Prof. Sanjay Kumar Prof. Dr. Bal Krishna Shrestha  Prof. Dr. Dev Ra Adhikari
Shrestha (Chairman of Research (Head of the Department)
(Thesis Supervisor) Committee)



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thesis presented by

Tajub Kumar Limbu
Entitled:

A Study of Financial Position and Performance of Agricultural
Development Bank, Dharan

and found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be accepted as
partial fulfillment for the Degree of Master of Business Studies (M.B.S)

Viva-Voce Committee;

Head, Research Department

Date: oo



DECLARATION

| hereby, declare that the work reported in this thesis entitled A Study of Financial
Position and Performance of Agricultural Development Bank, Dharan submitted
to Central Department of Management Tribhvuan University if Original work donein
the form of partial fulfillment of the requirement for Master of Business Studies

(MBS) under the supervision of Sanjaya Kumar Shrestha of Central Department of
Management, Tribhuvan University.

Tajub Kumar Limbu



ACKNOWLEDGEMENTS

| am heartily indebted to my supervisor Mr. Sanjaya Kumar Shresthya faculty,
Central Department of Management, Tribhuvan University for his guidance,

constructive supervision and support in my thesis work.

| would like to express my gratitude to the respected teacher Dr. Dev Raj Adhikari
Head of the Departmetn, Central Department of Management for his willingness to

provide necessary suggestions and support.

| wish to express my profound gratitude to my parents and my friends Kapil and
Sanjib Bhandari for their constant support and encouragement. My special thanks to
all those who directly or indirectly extended their hands in making this thesis work a

Success.

Tajub Kumar Limbu



TABLE OF CONTENT

Letters Of Recommendation
Viva- Voce Sheet

Declaration

Acknowl edgement

Letter of Certification

Table of Contents
List of Table
List of Figure

Abbreviation

11
12
13
14
15
16
17

2.1
211
212
2.1.3
2131
2.1.3.2

CHAPTER-ONE
INTRODUCTION
Background
Focus of the Study
Statement of the problem
Objective of the Study
Need of the Study
Limitation of the Study
Organization of the Study

CHAPTER-TWO
REVIEW OF LITERATURE

Conceptual Review
Financial performance
Financial management
Financial Statement
Income Statement
Balance Sheet

Xi

Xii

© 00 N N 01 W

12
12
13
14
16
17



214
2141
2.14.2
2143
2.15
2151
21511
21512
21513
2.15.2
2.15.3
2154
2.1.5.5

2.2

31
311
312
313
314
3.15
3151
3.15.2
3.1.5.3
3154
3.155

Financia statement analysis and interpretation
Objectives of Financial Analysis

Importance of Financial Analysis
Limitations of Financial Statements Analysis
Tools & Techniques of Financial Analysis
Ratio Analysis

Ratio Techniquein credit Appraisal
Importance of Ratio Analysis

Limitation of Ratio Analysis

Common Size Statement

Cash flow analysis (Statements)

Trend Percentage Analysis

Networking Capita

Review of Previous Thesis

CHAPTER-THREE
RESEARCH METHODOLOGY

Introduction

Research Design

Population and sample of the study

Sources of data

Data Collection Techniques

Analysistools of the data
Ratio Analysis

Cash Flow Analysis

Common-size Statement
Net working capital
Mean/average

18
22
22
23
23
23
27
28
29
30
31
33
34

35



3.1.5.6
3.15.7
2.15.8
3.1.5.9
31591
3.1.5.10
3.1.5.10.1
31511
3.15.12

3.1.5.13

4.1
4.2
421
4.2.2
4.3
43.1
4.3.2
4.3.3
4.3.4
4.3.5
4.3.6
4.3.7
4.3.8
4.3.9
4.3.10

Standard Deviation

Coefficient of Variation

Trend Percentage Analysis

Correlation Analysis

Probable Error

Testing of Hypothesis

Stepsin testing hypothesis

Test of Hypothesis for Small Samples (t-distribution)
Test of significance of an observed correlation

co efficient

Limitation of Methodology

CHAPTER-FOUR
PRESENTATION AND ANALYSISOF DATA

Introduction

Common-Size Statement Analysis
Common-Size income statement
Common-Size Balance Sheet

Ratio analysis

Current ratio

Tota operating income to total assets ratio
Total operating expenses to total operating income ratio
Total expensesto total income ratio
Interest Expenses Ratio

Administrative expenses ratio

Investment Ratio

Return on investment ratio

Return on Assetsratio (ROA)

Interest expenses to interest income ratio

46
46
47
47
49
50
50
51

51
52

94
55
56
57
59
959
61
62
63
64
64
65
67
67
68



3.211 Net income after provision to total operating incomeratio 69

4.3.12 Total Assets Turnover Ratio 70
4.3.13 Loan collection rate 71
43.14 Fixed Assets Ratio 72
4.4 Net Working Capital Analysis: 73
4.5 Trend Analysis 74
45.1 Indexed Profit & Loss Account 75
4.5.2. Indexed Balance Sheet 76
453 Trend of loan investment & loan collection | a

particular year 78
454 Trend of Loan investment on short term medium term &

unsecured [oan 80
455 Trend of deposit collection on client’s security fund 83
45.6 Trend of total income, expenses and net profit 85
4.6 Co-efficient correlation anaysis 88
46.1 Correlation between Loan Investment & Principal

Collection in aparticular year 88

4.6.2 Correlation between principal collection and interest

collection in a particular year 89
4.6.3 Correlation between Loan investment & Interest

collection in a particular year 90
4.7 Testing of Hypothesis 91
4.7.1 Hypothesis testing of observed Correlation

co-efficient between Loan Investment and Principal

Collection in aparticular year 92
4.7.2 Hypothesis testing of observed Correlation

co-efficient between Principal Collection and Interest

Collection in aparticular year 93
4.7.3 Hypothesis testing of observed Correlation



4.8

4.8.1
4.8.2
4.8.3
4.8.4
4.8.5

5.1
5.2
5.3

co-efficient between Loan Investment and Interest
Collection in aparticular year

Cash Flow Analysis

Cash Flow from operating activity

Cash Flow from Investing Activity

Cash Flow from Financing Activity

Cash/Cash equivalent increase/decrease

Majour Findings of the Study

CHAPTER-FIVE
SUMMARY, CONCLUSION & RECOMMENDATION
Summary
Conclusion
Recommendation
BIBLIOGRAPHY
APPENDIX-A
APPENDIX-B
APPENDIX-C
APPENDIX-D
APPENDIX-E
APPINDIX -F

94
95
96
97
98
99
95

100
109
113
115
117
118
119
120
121
122



421
4.2.2
43.1
4.3.2
4.3.3
4.3.4
4.3.5
4.3.6
4.3.7
4.3.8
4.3.9
4.3.10
3211
4.3.12
4.3.13
43.14
4.4
45.1
4.5.2.
4.5.3

454

4.5.5

4.5.6

4.6.1

4.6.2

4.6.3

4.8.1
4.8.2

LIST OF TABLE

Common-Size income statement

Common-Size Balance Sheet

Current ratio

Total operating income to total assetsratio

Total operating expenses to total operating income ratio
Total expenses to total income ratio

Interest Expenses Ratio

Administrative expenses ratio

Investment Ratio

Return on investment ratio

Return on Assets ratio (ROA)

Interest expenses to interest income ratio

Net income after provision to total operating income ratio
Total Assets Turnover Ratio

L oan collection rate:

Fixed Assets Ratio

Net Working Capital Analysis

Indexed Profit & Loss Account

Indexed Balance Sheet

Trend of loan investment & loan collection | a
particular year

Trend of Loan investment on short term medium term &
unsecured loan

Trend of deposit collection on client’s security fund
Trend of total income, expenses and net profit
Corréelation between Loan Investment & Principal
Collection in aparticular year

Correlation between principal collection and interest
collection in a particular year

Correlation between Loan investment & Interest
collection in a particular year

Cash Flow from operating activity

Cash Flow from Investing Activity

56
57
959
61
62
63
64
64
65
67
67
68
69
70
71
72
73
75
76

78
80
83
85
88
89
90

96
97



4.8.3
4.8.4

4.5.3

454

4.5.5
4.5.6

Cash Flow from Financing Activity
Cash/Cash equivalent increase/decrease

LIST OF FIGURE

Trend of loan investment & loan collection

| aparticular year

Trend of Loan investment on short term medium term &
unsecured [oan

Trend of deposit collection on client’s security fund

Trend of total income, expenses and net profit

98
99

78

80
83
85



L1ST OF ABBREVIATIONS

ADB = Agriculture Development Bank
ADBN = Agriculture Development Bank Nepal
B/S = Balance Sheet

CSF = Clinet’s Security Fund

CV = Co- efficient of Variation

F.Y = Fiscal Year

N.Rs = Nepal ese Rupees

P/L Account = Profit and loss Account

ROA = Return on Assets

SD = Standard Deviation

< = Sign of Lessthan

> = Sign of Greater than



