


“While expressing our unflinching faith in multi-
party democracy, we would like to mention that economic
and institutional reforms will continue.  Efforts at
reforms in the utilisation of  public expenditure and
public service delivery will be made more effective.
Banking discipline will be restored.  Measures will be
adopted towards the effective implementation of the
poverty reduction strategy and the anti-corruption drive.
Sustainable development is now our national agenda.”

– His Majesty King Gyanendra Bir Bikram Shah Dev
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Foreword
On the auspicious occasion of the 59th birthday

celebrations of His Majesty King Gyanendra Bir
Bikram Shah Dev and also to mark the Golden
Jubilee Year of  the establishment of  the Nepal Rastra
Bank (NRB), this publication, ‘Nepal Rastra Bank in
Fifty Years’, has been brought out incorporating
articles outlining the accomplishments of the NRB
over the past five decades as well as the underlying
issues and agenda for the future.

In the course of the past 50 years, since His Late
Majesty King Mahendra  inaugurated the Bank on
April 26, 1956, the institution has gone through
fundamental transformation in its objectives,
functions and other organizational and managerial
features. Constantly remaining at the centre of  the
Nepalese financial system, Nepal Rastra Bank by now
has emerged as one of properly institutionalized
central banks of the South Asian region. During the
early period of  the Bank’s establishment, its role had
been focused on increasing the circulation of the
Nepalese currency throughout the Kingdom,
developing the domestic banking system and
stabilizing the exchange rates of the Nepalese
currency. Since then, the domestic financial system
has broadened, deepened, diversified and witnessed
qualitative changes in the product and service
deliveries. From a single banking institution then, the
system has now almost 200 institutions, with services
largely diversified and, at the same time, integrating
our economy with the global one. Establishment of
the banks with foreign participation, convertibility
of Nepalese currency in the current account
transactions, initiation of the practice of the
formulation and dissemination of  the monetary
policy on an annual basis,  formulation and
implementation of intensive regulatory and
supervisory system and norms of  the international
standards and Nepal’s accession to the World Trade
Organization are same of the tenets of the Bank to
assimilate it with the global financial fraternity.

To capture this dynamic environment and ensure
domestic financial health and stability as a part of the
ongoing reform in the financial system, a new NRB
Act, 2002 was enacted which has provided more
autonomy, authority and accountability to the core
central banking functions. Since then, the supervisory,
oversight and regulatory functions of the Bank have
been enhanced considerably. The latest initiatives

towards qualitative improvement in the ongoing
expansion of the financial system based on market-
oriented healthy competition have definitely added new
milestones in developing and nurturing a financial
system that would surely contribute to the sustainable
growth of the economy with overall macroeconomic
stability. As the Bank celebrates its Golden Jubilee, a
publication cursorily capturing its evolutionary process
of the Bank itself and that of the domestic financial
system is a timely and pertinent effort.

This compendium of comprehensive research
articles is an endeavor to cater to the needs of both
academic and general readers having interest in the
central banking functions. This publication
incorporates important topics dealing with the
overall functions and responsibilities of the central
bank in the context of the evolving features and
challenges of the Nepalese financial system. I am
confident that these writings by the respective experts
on the subjects would not only enlighten the readers
about the depth and breadth of the subject matter
but would also facilitate informed policy/decision-
making for improving the health of the Nepalese
financial system and accelerating the pace of
economic development in Nepal.

This publication would not have taken its present
form without the commendable efforts undertaken
by Mr. Lekh Nath Bhusal, Deputy Governor and
Coordinator, Nepal Rastra Bank Golden Jubilee
Anniversary 2005, Programme Implementation
Committee, and Mr. Tula Raj Basyal, Executive
Director and Coordinator, Publications Sub-
Committee, along with the members of the Sub-
Committee. I would like to thank all the contributors
for the depth and diversity of the ideas and analyses
reflected in the publication. I would also like to
express my profound gratitude to all past and present
employees of Nepal Rastra Bank for guiding the
establishment to this milestone.

I am particularly rejoiced to bring out this historic
publication on the auspicious occasion of His
Majesty’s 59th Birthday Celebrations, so happily
coinciding with the Bank’s Golden Jubilee Annual
Events.

July 7, 2005 (Bijaya Nath Bhattarai)
Governor
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of time. Categorically speaking, the balance sheet
contains information about the resources and
obligations of a business entity at a particular point
of  time. It communicates and discloses information
about the assets, liabilities and owners’ equity fund
of an institution as on specific date.

Balance Sheet
Assets

Assets are the valuable possessions owned by the
Bank. These possessions should be capable of being
measured in monetary terms. Assets are future
benefits and represent economic strength. In the
context of Nepal Rastra Bank, assets are classified as
follows:

Foreign Currency Financial Assets
(i) Currency in hand and with bank: This

comprises foreign currency cash in hand including
Indian Rupees kept in IC Chest and balances with
banks abroad in demand deposits and time deposits.

(ii)Investments in treasury bills: A specified
portion of foreign currency has been invested in US
Government treasury bills and Indian government
treasury bills, which are shown in this head.

(iii) SDR holdings: This is the IMF monetary
unit and country quota released by IMF held in this
account.

(iv) Other receivables: This item mostly includes
of interest accrued on investment of foreign currency
financial assets.

Local Currency Financial Assets
(i) Cash in hand: Nepalese currency notes and

coins in hand and held at vault other than balance in
note chest is shown in this head.

(ii)Investment in government securities:
These include primary and secondary market
investments in treasury bills, saving certificates;
securities purchased under resale agreement, other
bonds and securities and IMF bonds. IMF bonds
represent the non-interest bearing bonds issued by
HMG/N in favor of Nepal Rastra Bank for the
discharge of  HMG/N obligation to the IMF, which
has been recognized by the Bank. The investments
under this heading is regulated by the provision of
the NRB Act, 2002, which has restricted to hold the
investment in HMG securities up to ten percent of
previous year’s government revenue.

(iii) Investment in financial and other
institutions: The Bank has invested in the shares of

all five Rural Development Banks, Rastriya Beema
Sansthan, APROSC, Deposit Insurance and Credit
Guarantee Corporation, Citizen Investment Trust,
Nepal Stock Exchange Limited, National
Productivity and Economic Development Center,
Rural Micro-finance Development Center, CSI
Development Bank, NIDC, Nepal Development
Bank and Agriculture Development Bank. It has also
invested in Rural Self Reliance Fund as seed capital.

Section 7 of Nepal Rastra Bank Act, 2002 does
not allow holding investment in shares of any
enterprise more than ten percent of their share capital.
Accordingly, the Bank has initiated necessary
procedure to offload those investments in excess of
limit prescribed by the Act.

Provision for diminution in value of investment
in shares have been made on the basis of financials
of invested institutions and appropriate estimation
made by the management as at the close of  the year.

(iv) Other Investments: These are investment
of employees’ funds and development related equity
funds in government bonds and fixed deposits with
commercial banks.

(v) Refinance and loans: Employees related
loans and refinances to banks as well as financial
institutions are included under this head. Provision
for possible losses in respect of loans and advances
have been made on the basis of financials of
borrower and appropriate estimation made by the
management.

(vi) Other receivables: This comprises interest
accrued net of provision, deposits, advances
recoverable and bill purchased etc.

(vii) Gold and silver reserves: These precious
metals are held by Currency Management
Department to support the liabilities arising out of
currency in circulation. Gold reserve also includes
gold invested in banks abroad, account of which
had been maintained by Foreign Exchange
Management Department. Currency in circulation
represents notes issued by Nepal Rastra Bank, which
is a sole currency issuing authority in Nepal.

Gold and silver reserves (including gold
receivable) are stated at the revalued amounts of the
gold and silver content. Any appreciation on
revaluation is taken to ‘Gold and Silver Equalization
Fund’. However no such revaluation subsequent to
the exercise carried out in 1986 has been done. Gain/
loss on disposal of  gold and silver reserves is
transferred to the profit and loss account.
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of the Bank shown in the balance sheet is met, an
amount equal to five percent of the net profit should
be transferred to this reserve every year. The amount
deposited in the monetary liability fund is used only
for the purpose of fulfilling the financial liability of
the Bank.

(d)Exchange equalization fund: This fund
represents opening balance of exchange gains or
losses as increased/decreased by appropriation of
net exchange gains/losses made during the year.

(e) Development fund: This is the specific fund
created in order to provide support for loans and
refinances to banks and financial institutions as well
as to make investment in the shares and debentures
of  these institutions.

(f) Banking Development fund: This fund is
created to meet the expenses relating to feasibility
survey for opening new banks in the priority sector,
to provide interest free loans to such banks, to
compensate the losses incurred by those banks for
specified period and expenses relating to banking
promotion, workshop and seminars etc.

(g)Development finance project
mobilization fund: This fund is created as a cushion
to meet the probable loss on project loan. An amount
equivalent to the projects’ profit are appropriated
and transferred to this fund.

(h)Mechanization fund: The purpose of this
fund is to meet the amount required for development
and installation of  modern technology, computer
software, hardware and allied mechanization system.

(i) Scholarship fund: This fund is created as a
cushion to meet amount required to develop skilled
manpower by way of providing training and higher
studies to the employees of the Bank.

(j) Mint development fund: This fund is created
to meet the heavy capital expenditure required for
construction of factory building and installation of
machinery for minting activities.

(k)Employees’ welfare fund: This fund is
created on FY 1958/59 for the welfare of the
employees who have suffered financial and other
losses due to unprecedented events and any other
reasons.

(l) Rural self-reliance fund: This fund is created
as per the NRB Monetary policy to meet the fund
required for long term refinancing in tea, cardamom
plantation and production as well as construction of
cold storage etc. to be disbursed through Grameen
Swabalamban Kosh.

Grameen Swabalamban Kosh (Rural self reliance
fund different from above) was established as a
separate entity on 1st March 1991 to be operated by
Micro Finance Department of Nepal Rastra Bank.
On 14th March 1991 a Board was formed by cabinet
decision under the chairmanship of  Deputy
Governor of the Bank, assigning all the duties,
authorities and responsibilities to the board.
Accordingly guidelines in this respect were prepared
and issued. On the basis of guidelines so issued all
the activities of the GS Kosh (RSRF) has been
operating by Micro Finance Department.

Contingent Liabilities
Contingent liabilities in respect of letter of credit

(LC) are determined on the basis of  LCs remaining
un-expired at the balance sheet date after adjusting
there from the margin retained by the Bank.  Likewise
claims not acknowledged as debt consist of legal
and other claims pending against the Bank as at close
of  the year. No provision is made against such claims
as the Bank is of the opinion that there will be no
claim accruing over the issue and no significant
liabilities in respect to these will arise. Counter
guarantees are guarantees issued on the basis of
guarantees received from corresponding banks.

Income Statement
Income

1. Income from foreign currency financial
assets: This comprises interest income from
investments in US and Indian government treasury
bills; deposits held abroad, SDR holding and
commission received on account of currency
exchange.

2. Income from local currency financial
assets: The major sources under this head are interest
income from: - investment in government securities
including secondary market transactions, investment
in financial and other institutions, overdraft to
government, loans and refinances to banks and
financial institutions; commission income from
government and other services.

3. Other operating income: The sources of
income other than above-mentioned income are
shown under this head. Income from mint, gain from
sale of precious coins, fine/penalty received, profit
from sale of investments, dividend income, project
income, written back of some provisions and
liabilities no longer required and miscellaneous income
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During the first decade, cumulative total income
and expenditure amounted to Rs.63,200 thousand
and Rs.20,936 thousand respectively generating
cumulative net profit of  Rs.42,264 thousand. Of  the
total profit, Rs. 15,000 thousand were transferred to
General reserve, Rs.12,500 thousand to development
fund, Rs. 5,824 thousand to other funds such as
agricultural credit and industrial credit fund and
balance Rs.8,940 thousand had been transferred to
HMG/N revenue account.  Annual average income,
expenditure, net profit were recorded at Rs. 6320
thousand, Rs. 2094 thousand and 4226 thousand
respectively. Similarly, annual average of  profit
appropriation to General reserve, development fund,
other fund and transferred to HMG/N were Rs.
1500 thousand (35 percent), Rs. 1250 thousand (30
percent), Rs. 582 thousand (14 percent) and Rs.894
thousand (21 percent) respectively.

Total Assets, Liabilities and Equity
Total assets and liabilities of  NRB as at mid-July

1957 amounted to Rs. 105,500 thousand. Of  the total
assets the share of foreign assets and domestic assets
were Rs.30,700 thousand (29 percent) and Rs. 74,800
thousand (71 percent) respectively. Of  the total
liabilities, notes in circulation occupied largest share
of  Rs. 54,900 thousand (52 percent), deposits and
other banking liabilities occupied Rs. 40,600 thousand
(38 percent) and equity (capital and reserve fund)
occupied Rs. 10,000 thousand (10 percent).

At the end of first decade as at mid-July 1966
total assets and liabilities increased significantly by 470
percent, which amounted to Rs. 601,123 thousand.
Of the total assets of NRB the share of foreign
assets, including gold and silver, foreign currency,
foreign bank balances, foreign securities, and foreign
bills were 63 percent. Similarly, the shares of  domestic
assets, which represent cash balances, loans and
advances, investments and other assets were 37
percent. Of the total liabilities the shares of notes in
circulation was 58 percent, deposits, bills payable and
other liabilities 36 percent and equity 6 percent.

Second Decade (1966/67- 1975/76)
Profit

Cumulative total income and expenditure during
the period of  second decade amounted to Rs.
670,089 thousand and Rs.186,795 thousand
respectively generating cumulative net profit of  Rs.
483,294 thousand.  The annual average of income,

expenditure and net profit were Rs. 67009 thousand,
Rs. 18680 thousand and 48329 thousand respectively.
Compared to the preceding decade, income,
expenditure and net profit were increased significantly
by 960 percent, 792 percent, and 1035 percent
respectively in this decade.

The main sources of income were interest income,
commission, discount and miscellaneous. On the
expenditure side, salaries and allowances, security,
note-printing expenditure, agency expenditure was
the major heading. In this second decade, Rs.320,505
thousand (66 percent of cumulative net profit
Rs.483,294 thousand) was allocated as dividend to
HMG/N. Similarly, during the decade, profit
appropriation to general reserve, development funds
and other funds were Rs.29,789 thousand (6 percent),
Rs.123,900 thousand (26 percent) and 9100 thousand
(2 percent) respectively.

Total Assets, Liabilities and Equity
At the end of second decade as at mid-July 1976

total assets and liabilities increased significantly by 303
percent, which amounted to Rs. 2,422,882 thousand.
Of the total assets of NRB the share of foreign
assets (including gold and silver), foreign currency,
foreign bank balances, foreign securities, and foreign
bills were Rs. 1,276,760 thousand (53 percent).
Similarly, the shares of  local currency assets, which
represent cash balances, loans and advances,
investments and other assets, were Rs.1,146,122
thousand (47 percent). Of the total liabilities the
shares of  notes in circulation was Rs. 1,000,000
thousand (41 percent), deposits, bills payable and
other liabilities Rs. 1,044,892 thousand (43 percent)
and equity Rs.377,990 thousand (16 percent).

Third Decade (1976/77- 1985/86)
Profit

Cumulative total income and expenditure during
the third decade amounted to Rs.2,745,752 thousand
and Rs.1,003,696 thousand respectively generating net
profit of Rs1,742,056 thousand. Annual average of
which were Rs. 274,575 thousand, Rs. 100,370
thousand and 174,205 thousand respectively.
Compared to the preceding decade, income,
expenditure and net profit were increased significantly
by 310 percent, 437 percent, and 260 percent
respectively in the review decade.

The main sources of income were interest income,
commission, discount and miscellaneous. On the
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expenditure side, salaries and allowances, security,
note-printing expenditure, agency expenditure was
the major heading. During this third decade, total of
Rs.856,750 thousand (49 percent of  cumulative net
profit Rs.1,742,056 thousand) was allocated as
dividend to HMG/N. Similarly, during the decade,
profit appropriation to general reserve, development
funds and other funds were Rs.142,500 thousand (8
percent), Rs.669,356 thousand (39 percent) and
Rs.73,450 thousand (4 percent) respectively.

Total Assets, Liabilities and Equity
At the end of the third decade as at mid-July 1986

total assets and liabilities increased significantly by 367
percent, which amounted to Rs. 11,324,205 thousand.
Of the total assets, the share of foreign assets (including
gold and silver), foreign currency, foreign bank balances,
foreign securities, and foreign bills were Rs. 3,780,844
thousand (33 percent). Similarly, In the case of  local
currency assets, which represent cash balances, loans
and advances, investments and other assets, the share
percentage was Rs.7,543,361 thousand (67 percent).
Of the total liabilities the shares of notes in circulation
was Rs. 5,180,000 thousand (46 percent), deposits, bills
payable and other liabilities Rs. 3,496,588 thousand
(31 percent) and equity Rs.2,647,617 thousand (23
percent).

Fourth Decade (1986/87- 1995/96)
Profit

Cumulative total income and expenditure during
the fourth decade amounted to Rs.16,626,524
thousand and Rs.4,628,299 thousand respectively
generating cumulative net profit of Rs 11,998,225
thousand. Annual average of income, expenditure
and net profit for the decade were Rs. 1,662,652
thousand, Rs. 462,830 thousand and 1,199,823
thousand respectively. Compared to the preceding
decade, income, expenditure and net profit were
increased significantly by 506 percent, 361 percent,
and 589 percent respectively in this fourth decade.

The main sources of income for this decade also
were interest income, commission, discount and
miscellaneous and the main headings of expenditures
were salaries and allowances, security, note-printing
expenditure, agency expenditure. during this decade,
Rs.6,438,025 thousand (54 percent of  cumulative net
profit of  Rs.11,998,225 thousand) was allocated as
dividend to HMG/N. Similarly, during the decade,
profit appropriation to general reserve, development

funds and other funds were Rs.1,302,500 thousand
(11 percent), Rs.3,346,500 thousand (28 percent) and
Rs.911,200 thousand (7 percent) respectively. Other
funds represent mainly the staff welfare provident
fund and pension and gratuity fund.

Total Assets, Liabilities and Equity
At the end of the fourth decade as at mid-July

1996 total assets and liabilities increased significantly
by 450 percent and total amounted to Rs. 62,289,963
thousand. Out of the total assets, the share of foreign
assets (including gold and silver), foreign currency,
foreign bank balances, foreign securities, and foreign
bills were Rs. 34,699,707 thousand (56 percent).
Similarly, the shares of  local currency assets, which
represent cash balances, loans and advances,
investments and other assets, were Rs.27,590,256
thousand (44 percent). Of the total liabilities the
shares of  notes in circulation was Rs. 27,457,210
thousand (44 percent), deposits, bills payable and
other liabilities Rs. 18,904,067 thousand (30 percent)
and equity Rs.15,928,686 thousand (26 percent).

Fifth Decade (1996/97- 2003/04
Currently, Nepal Rastra Bank is celebrating its

Golden Jubilee Year on the historic occasion of  50
years of its establishment.

Profit
Cumulative total income and expenditure during

the fifth decade (for the last eight years) amounted
to Rs.35,100,167 thousand and Rs.14,078,361
thousand respectively generating cumulative net profit
of Rs 21,021,806 thousand. Annual average of
income, expenditure and net profit for the above-
mentioned period were Rs. 4,387,521 thousand, Rs.
1,759,795 thousand and 2,627,726 thousand
respectively. Compared to the preceding decade,
income, expenditure and net profit were increased
materially by 111 percent, 204 percent, and 75 percent
respectively during last eight years. Accounting
treatment for exchange differences (gains or losses)
is changed during the FY 2003/04 as such differences
during the year are taken to the income statement
and an equivalent amount so taken in the income
statement is transferred to exchange equalization fund
instead of previous practice of effecting exchange
equalization fund directly. Due to this treatment
income has been increased by Rs.1,378,644 thousand
during the FY 2003/04 compared to the previous
FY 2002/03.
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The main sources of income for the period are
interest income, commission, discount and
miscellaneous and on expenditure side, salaries and
allowances, security, note-printing expenditure, agency
expenditure. In the review decade Rs.12,920,027
thousand (61 percent of cumulative net profit of
Rs.21,021,806 thousand) was allocated as dividend
to HMG/N. Similarly, during the decade, profit
appropriation to general reserve, development funds
and other funds were Rs.2,947,400 thousand (14
percent), Rs.2,552,534 thousand (13 percent) and
Rs.2,601,845 thousand (12 percent) respectively. Other
funds represent mainly the staff welfare provident
fund and pension and gratuity fund.

Total Assets, Liabilities and Equity
Compared to mid July 1996, total assets and

liabilities as at mid-July 2004 increased significantly by
218 percent, which amounted to Rs. 142,388,993

thousand. Of the total assets, the share of foreign
assets, including gold and silver reserve, foreign
currency, foreign bank balances, foreign securities, and
foreign bills were Rs. 109,539,559   thousand (77
percent). Similarly, the shares of  local currency assets,
which represent cash balances, loans and advances,
investments and other assets, were Rs. 34,140,501
thousand (23 percent). Out of the total liabilities the
shares of  notes in circulation was Rs. 68150000
thousand (48 percent), deposits, bills payable and other
liabilities Rs. 42,245,025 thousand (30 percent) and
equity Rs.31,993,968 thousand (22 percent).

Sources and Application of Financial
Resources of the Bank

(For Last Two audited Years)
Major sources and utilization of funds of the bank

for last two audited years is as follows:
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Assets 2060/61 % 2059/60 %

Foreign Currency Fin. Assets 108,248,492 76.02 87,077,475 69.70

Local Currency Fin. Assets 31,829,969 22.35 35,242,413 28.21

Other Assets 2,310,532 1.62 2,617,211 2.09

Total 142,388,993 100.00 124,937,099 100.0

Liabilities 2060/61 % 2059/60 %

Foreign Currency Fin. Liabilities 2,068,181 1.45 1,596,089 1.28

Local Currency Fin. Liabilities 38,324,179 26.92 29,221,655 23.39

Other Liabilities 70,002,665 49.16 63,875,902 51.13

Equity 31,993,968 22.47 30,243,451 24.21

Total 142,388,993 100.00 124,937,097 100.00
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During the last two audited years, the total
mobilization of fund has been increased by 13.96%
and the total figure has reached to Rs142.39 billion.
Major contribution for the resource side is from
‘Other Liabilities’ and ‘Local Currency Financial
Liabilities and major application of the fund is to
‘Foreign Currency Financial Assets’ and to ‘Local
Currency Financial Assets’. The percentage share of
investment in foreign currency financial assets has
increased in the last year (FY 2060/61) comparing
to previous year (FY 2059/ 60).

Appropriation of Net Income
(For last two audited years)

Rs ‘000

Appropriation 2060/61 % 2059/60 %

General Reserve 178,400 11.35 149,500 10.52
Monetary Liability Reserve 78,600 5.00 74,800 5.26
Development Fund 27,100 1.72 11,543 0.81
Dev. Fin. projects Mob. Fund 9,173 0.58 10,300 0.72
Gramin Swabalamban Kosh 78,600 5.00 74,800 5.26
Balanced  Trans. to HMG/N 1,200,027 76.34 1,100,000 77.41

Total 1,571,900 100.00 1,420,943 100.00

Out of the total fund of Rs1,571,900 thousand
available for appropriation in the FY 2060/ 61, bank
has appropriated Rs1,200,027 thousand to the
government, which comes to be 76.34% of the total
available figure. In the previous year, the total
contribution to the government was Rs. 1,100,000
thousand (77.41%)

Key Financial Ratios
(For Last Two Audited Years)
Some of the major analytical tools for financial
statement have indicated following situation of the
bank:
Liquidity:

Current Assets (Assets bearing
maturity of up to 1 year)

Current Liabilities (Liabilities having
maturity of up to 1 year)

FY 2059/60 FY2060/61
N/A 1.20

Brief Indication
Bank is in comfortable position to meet

obligation arising out of liabilities having maturity
of  1 year or less.

Asset Management
Total Assets Turnover = Gross Income/Total

Assets
FY 2059/60 FY2060/61

0.0358 0.0312

Brief Indication
The ratio between gross income and total assets

is fairly low mainly because of heavy amount of
total assets portfolio.

Debt Managemen
                    Total Interest Bearing Liabilities

  Total Assets

FY 2059/60 FY2060/61
N/A 0.0257

Brief Indication
The percentage total of total interest bearing

liabilities in comparison to total assets is almost
negligible.
Profitability

Net Profit for the Year
Total Assets
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up and monitoring system. Department will issue
reminder notice on regular basis to all concerned
and will have timely preparation of financial
statements.

Future Agenda
The financial management of Nepal Rastra Bank

has always remained a great challenge to all
concerned. Huge amount of responsibility is attached
with the management of financial resources of the
bank. Whereas compliance and transparency is to be
maintained in the preparation and presentation of
the financial statements, practical difficulties and
technical reasons also need to be addressed.
Considering all core aspects of the subject, the overall
future agenda of the bank is founded upon the main
objective of ensuring effective, efficient and modern
financial management system in the bank. To attain
such comprehensive goal, major strategies like
adhering prudent policies and practices on
management of financial resources, ensuring
compliance with International Financial Reporting
Standards (IFRS), developing integrated and
independent accounting package, ensuring
transparent and accountable financial discipline etc
are ahead to consider.

Conclusion
Management of financial resources of an

institution is comprehensive issue. Almost all
managerial decisions do have financial impact and in
that sense constructive involvement and positive
support of all concerned is indispensable for
managing the financial resources successfully.
Efficient, effective, disciplined and transparent
financial system is prerequisite for organizational
health and growth. Smooth functioning of an
organization could be guaranteed only with proper
and working financial system in place.

Financially, Nepal Rastra Bank has come long way
since its inception 50 years ago. Financial figures have

grown up tremendously and the capital base including
of  reserves have reached almost Rs 32 billions. Its
total asset base is running around hundreds of billions
of  Rupees. Being a central bank of  the country and
banker to the government, it is entrusted with the
government treasury and in the recent years, it has
also been able to contribute to government exchequer
billions of  Rupees annually. Substantial amount is
being allocated for the welfare and development of
human resources in the organization.
Problems and challenges for effective
implementation of proper financial system will
always be there. Basic vision and mission of
managerial issue of financial resources should not
be blurred by those problems. In fact, many of  those
challenges could just be translated into opportunities.
Bank has already initiated some preliminary exercises
and adopted rectifying measures for bringing the issue
on the track. On the happy and auspicious occasion
of 50 years of establishment, it can be reasonably be
expected that there will be a desired level of financial
system in place.
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Information Technology
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Introduction
Information technology (IT)

may be defined as the
automation of processes,
controls, and information
production using computers,
telecommunications, software,
and ancillary equipments. In other
words, IT is a term that covers
all forms of  technology used to
create, store, transmit, interpret,
and manipulate information in its various forms. Today,
the rapid developments in Communication Technology
and its wide spread acceptance in IT sector has made
communication technology an integral part of  IT, thus
giving rise to the concept of  Information and
Communication Technology (ICT). ICT products and
services have enabled firms, organizations, and individuals
to conduct their business transactions more efficiently and
more rapidly.

ICT is one of the fastest growing fields in the world
and has found its place in almost all fields. Therefore, it
has become a way of life for everybody and, in effect,
has taken deep roots in the society. Not only ICT
infrastructure has changed rapidly over the past decade,
but also its cost of ownership has decreased very fast.

Banking industry is one of the foremost users of
IT. Technological innovation in general, and IT
applications in particular, have had a major effect in
banking. IT has helped banks to enhance operational
efficiency, intensify business and provide better

customer service with
reduced cost of  operations.
With the advances in IT, the
nature of banking has also
changed and banks are able
to serve customers outside
the bank’s hall. Furthermore,
electronic banking is
becoming more popular day
by day.

Information Technology
gives value benefits to central banks. It provides online
access to data on financial markets and sophisticated
mechanism to analyze information for decision and
policymaking. It enables coordinated action across
banks and financial institutions being supervised. It
can also facilitate improvement of currency
management function, monitoring effectiveness of
monetary policy initiatives, effective open market
operations and better banking service to the
government.

Nepalese banking industry, in general, is a late
adopter of modern IT infrastructure. Although the
new private and joint venture banks are reasonably
using IT to enhance their businesses since their
inception, the two oldest commercial banks of
Nepal, which still holds major share of banking
business, are lagging far behind in applying IT.
Similarly, Nepal Rastra Bank (NRB) has also not been
able to reap the full benefits of IT compared to
central banks in other parts of the globe.

Mr. Karki Mr. Manandhar
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This article discusses the development of IT and
its adoption in banking industry from an historical
perspective. As electronic banking is becoming more
popular today, various products and services of
electronic banking that are very common in the market
place are also briefly described in this article. Moreover,
the article reviews the existing IT infrastructure at Nepal
Rastra Bank and points out future needs. Finally, this
article depicts anticipated major outputs of ongoing
IT reengineering project in the Bank.

Historical Development of  Information
Technology1

Whether we knew it as computers or not,
computing devices were known to mankind since
the prehistoric era. The Greeks used pebbles and
stones for counting and simple arithmetic several
centuries before Christ. The Babylonians had invented
abacus in 3000 BC, and the Chinese were known to
use them extensively. But, more obvious computing
device did not appear before complex mathematical
operations were defined. One of the first computing
device was the Napier Bones, devised by John Napier
in 1612, to aid  in the calculation of logarithm and
multiplication. The first known design of a mechanical
calculator is attritubed to Prof. Wilhelm Schickard in
1623. Because no proof exists that it was built, the
Pascaline, built by Blaisé Pascal in 1642 is considered
the first automatic adding machine.

In 1822, Charles Babbage built his famous
Difference Engine which was operated by punched
cards similar to the ones developed by Joseph-Marie
Jacquard for programmable looms, and printed the
results in paper. Later in 1834, Babbage designed a
completely different machine with faster performance
and more possibilities than the Difference Engine and
called it the Analytical Engine. It was one of the first
designs that had four basic units: the Input Unit, the
Arithmetic and Logic Unit (ALU), the Central
controller and the Output Unit. All of these units are
still used in modern computers. Though Babbage never
completed his Analytical Engine, he laid foundation
to modern day general purpose digital computers and
hence earned the title “Father of Computers”. Lady
Ada Augusta Lovelace, working with Babbage,
described the future possibilities of a computer along
with a program to calculate Bernoulli numbers a
mathematical irregular sequence used mostly to
calculate the sum of squares of whole numbers, and
thus she is regarded as the first computer programmer.

Simultaneous to development of computers,
telecommunications also saw a lot of  research. Trans-
Atlantic telegraph was already operational by 1856.
Alexander Graham Bell patented telephone in 1876.
Telephone communication became so popular that
within a decade, AT&T started its own private
telephone service and by 1896, automatic switching
equipments and dial telephones were operational.

To crack the code of  the German enciphering
and deciphering machine called Enigma, British Secret
Service hired a team of  scientists to build a machine
in 1939. Upon completion in 1943, it was christened
COLOSSUS . But because the project was classified
until recently, the first electronic computer was
considered to be ENIAC (Electronic Numerical
Integrator and Computer). It was developed in 1946
for the US Army to compute the trajectory tables
for their guns and used vacuum tube technology that
was invented and patented in 1904.

At AT&T Bell labs, the transistor was invented
by Walter Brattain, William Shockley and John
Bardeen in 1947, for which earned them their Nobel
Prize in 1956. Development of the transistor led to
invention of Integrated Circuits (IC). This
development resulted in very rapid growth in the
Information and Communication Sector. Advanced
Research Projects Agency (ARPA) of  US
Department of Defense understood the importance
of communication during wartime, and financed an
experimental Wide Area Network (WAN) setup
called ARPAnet in 1966. This network was designed
to survive a nuclear attack and provide un-
interrupted communication lines, even if part of
network went down. The initial ARPAnet setup was
completed in 1969 consisted of four computer
systems in University of California in Santa Barbara,
University of California in Los Angeles, University
of  Utah in Salt Lake City, and Stanford Research
Institute. For next 20 years a host of  experiments
went on this network, primarily by universities and
research organizations, but was not available to the
public. Many of these research resulted in high value
products like E-mail (developed in 1972). To fulfill
ARPAnet’s design goal of  having many systems with
mutually incompatible architecture talking with one
another, work started on Transmission Control
Protocol (TCP), to ensure flawless communications
without the use of  any Intermediary Message
Processors (IMP). In 1978, Xerox Corporation
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implemented the Internet Protocol (IP). Since then,
the protocol suite has been known as TCP/IP,
although many other protocols also run on the same
network.

Ted Codd, at International Business Machines
(IBM), described the Theory of Relational Database
Management System (RDBMS) in 1970. But the first
computer based Database Management System
(DBMS) was Integrated Data Store (IDS), developed
by General Electric (GE) in 1959 that  became the
basis for Network Data Model. Likewise IBM had
Information Management System (IMS) which was
the basis for Hierarchical Database Model. After
Codd’s work, several query languages started to
appear, notable among them are SQUARE, SEQUEL
(SQL), QBE and QUEL. In the 1980’s, commercial
RDBMS like Oracle, DB2, Sybase, Informix etc. and
DBMS for personal computers like Dbase and
Paradox started emerced. The 1990’s saw first Object
Oriented DBMS, as well as possibility of  using
Massively Parallel Processing systems.

In 1971, Intel released 4004 processor and was soon
replaced by Intel 8008 microprocessor. By 1974, IBM
had introduced 8080. It could address 64 KB memory
addresses and had 6000 transistors. The following year,
Intel introduced 8088 processor. It was very similar to
8086, except that it had a 32 bit internal data bus width.
An entirely new 32 bit processor in the form of  Intel
80386 was announced in 1985. Later in 1993, Intel
introduced the first of its Pentium class processor: the
Intel Pentium processor. This processor was succeeded
by Pentium II, Pentium III and Pentium IV processors
for Desktop and Pentium Pro, Pentium II Xeon, Pentium
III Xeon and Xeon processor for Servers.

The year 1975 saw the foundation of Microsoft
Incorporated by Bill Gates and Paul Allen. This was
later renamed as Microsoft Corporation, it had
bought QDOS and released it as Microsoft Disk
Operating System (MSDOS). In 1985, it released
Windows 1.0. Windows 3.0, released in 1990, was
the first Operating System (OS) from Microsoft, to
work on both Intel 80286 and 80386 processor. In
1995, Microsoft released a completely new operating
system – Microsoft Windows 95. With this OS,
Microsoft left the line of text-based OS to and
moved graphical OS. This family of  OS continued
with MS Windows 98 and Windows ME. Around
2001, Microsoft released Windows 2000 that was
based on Windows NT, and later replaced by

Windows XP. Apart from OS, Microsoft has a range
of software including Office packages, Programming
tools and System tools among other software.

In 1981, IBM released IBM PC with 4.77 MHz 8
bit 8088 processor, 64 KB RAM, 40 KB ROM and
one 5.25 inch Floppy disk with 160 KB capacity. In
1976 Seymour Cray released Cray 1, the first commercial
supercomputer to break 1 MIPS. IBM later created
Deep Blue, the first supercomputer to defeat a chess
Grand Master.

After ARPA and National Science Foundation (NSF)
successfully developed a crash proof network named
NSFNET in 1989 and all ARPA sites of  ARPAnet were
transferred to NSFNET, ARPAnet was reinvented as
Internet. It’s primarily use was for scientific research
and communication between the scientists and
professors. One of  those scientists, Tim Berners Lee,
of  CERN, the high energy physics lab in Switzerland,
developed hypertext markup language (HTML) to help
with the distributed nature of  this information. This
language enabled non-linear document navigation and
ensured ease of  retrieval. A year later, World Wide Web
(WWW) was officially announced. .

One of the milestones in the development of
this network is the release in 1991 of a free operating
system conforming to UNIX standards called Linux
by Linus Torvalds. His little personal project gained
global momentum and with contributions by many
across the globe, it became one of the most successful
Operating System.

The last decade of 20th century saw an explosive
growth in the usage of  computing devices. The cut-
throat competition between PC manufacturers,
reduction in size and cost, the Internet boom etc.
contributed to high penetration of  PC’s. Many aspects
of life were digitized. This development in
technology and price-war has certainly helped the
consumer, with ever more powerful devices released
at ever cheaper price.

Most of  the computing technologies in late 1990’s
were direct derivative of  technology of  the 1970’s
and 1980’s. Because of  the technological and financial
restriction, the computers of those days stored only
the last two digits of  year. As the year 2000 arrived,
people started worrying that computers would transit
from 31 December 1999, 23:59 to 1 January 1900,
00:00. All calculations involving time would be off
by a century and there was a high probability that the
whole economy could go down. This became
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famous as the Millennium Bug or the Y2K bug. But
because companies and governments took adequate
measures, no serious accidents occurred.
Information Technology in Banking
Industry: a historical review2

Banking has come a long way from the time of
ledger cards to today’s electronic systems which
handle their daily tasks of  information retrieval,
storage and processing. Computer has been an
established tool for achieving a competitive edge and
optimal resource allocation for banks. This section
of  the article summarizes the IT-based innovations
in banking industry from a historical perspective and
highlights on electronic banking.

The adoption of  technology in the banking
industry had begun with the introduction of
telecommunications into banking market in 1846
when the telegraph reduced stock price differentials
between New York and regional stock markets. But
the methods of conducting transactions between
customers and bank remained largely the same.

During the late 1930s, the tabulating and punch-hole
‘accounting’  machines started to be used. However,
the potential of these machines as mechanisms for
recording and updating transactions were not fully
exploited until after the late 1940s and early 1950s.

In the late 1950s to the late 1960s, banks started
to introduce computers, mostly IBM, Xerox and
Burroughs (later Univac and Unisys) machines,  to
keep up with the growth in business volume and to
automate existing practices of  specific departments.
Manufacturers responded quickly to the demand for
hardware but failed to make much concession to
users’ software requirements and forced user
organizations to develop their own system until high-
level programming languages emerged.

The typical financial sector computer installation
of the time consisted of a central mainframe
dedicated to sequential batch processing of computer
readable instructions dealing with separate processes.
Computer applications were therefore concentrated
on back-office operations. During this period, the
first IT applications in the bank-client transactions
were introduced. Enhanced computer power
allowed banks to process the growing volume of
paper-based transactions in central locations.

During 1965 to 1980, advances in ICT made
banks one of  the world’s dominant customers for

computer hardware and software. The first
Automated Teller Machine (ATM) was introduced
by Barclays Bank (UK) in 1967, while IBM
introduced the magnetic stripe plastic cards in 1969.
Together, these innovations marked the birth of
electronic banking.

Management Information Systems (MIS) was also
introduced during this period. These systems initially
aimed to use the computational power of
transaction-processing capabilities to provide regular
reports and analyses of  business activity. MIS offered
managers of banks the possibility to increase the
scope for monitoring, controlling and planning of
operational procedures.

The period from 1980 onwards can be taken as
the diffusion period of  the information revolution in
banking industry. This period saw the spread, within
organized markets, of new and powerful applications
which developed to handle the security required by
high-volume payments. IT-related change became
critical to support unprecedented increase in the speed,
quantity and quality of  information about cross-border
transactions in organized markets. During the diffusion
period, the information revolution in commercial
banking saw the spread of IT to all aspects of banks’
internal organization and market relationships due to
the introduction of personal computers (PCs) in clerical
and managerial roles. During this period, consumer-
oriented innovations were widespread as IT provided
support to all transactions between customers and
banks. PCs offered a flexible way of  providing and
enhancing electronic resources for a wide range of
applications while packaged software reduced in-
house resources required for the development of
general application systems.

The technical innovations on banks have greatly
helped enhance distribution capabilities. Branch
network has been reduced due to point-of-sale and
ATMs for financial services, facilitated by the advent
of  digital communications technologies. Card
technology evolved to provide individual customers
with borderless services. Moreover, many new
electronic distribution channels allowed banks to
supply more services at lower cost. IT developments
now have augmented the range of  financial services
and product availability.

Today, IT is considered as an imperative tool
for banking industry, irrespective of  the initial
investment and subsequent recurrent costs.  Banks
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are required to handle huge amount of  information
on a daily basis. On the customer’s side, cash is
withdrawn or deposited, cheques are deposited or
cleared, statement of accounts are produced, etc.
At the same time, banks need up-to-date
information on accounts, credit facilities, interest,
deposits, charges, income, profitability indices and
other financial control information. IT in general,
and computers in particular, can help meet this
information need. Furthermore, IT could help to
enhance operational efficiency, provide improved
customer service, achieve accurate and timely
bookkeeping and institute improved controls and
accountability. The introduction of  computer based
MIS minimizes staffing requirements. Financial
analysis and statistical research, including modeling
of  portfolios and securities, formulation of
investment approaches, and market trend analysis,
can be undertaken with much greater efficiency and
speed through the usage of  IT.

The effectiveness of IT is dependent upon proper
investment and effective management of IT
infrastructure such as hardware, software,
networking etc. Banking software can also be
described as the heart and soul of  a bank’s IT
infrastructure. Nevertheless, having a good banking
software may be of little value if hardware is
inadequate to meet needs. Likewise, networking is
also equally important.

This article does not attempt to describe the finest IT
infrastructure (various hardware, software, networking,
communications solutions) suited for the effective
automation of  banking business. However, realizing the
fact that electronic banking, today, is fundamentally
changing the banking industry worldwide, an attempt is
made here to elucidate electronic banking briefly.

Electronic Banking
Electronic banking (E-banking) means providing

banking products and services through electronic delivery
channel. E-banking, also known as Electronic Fund
Transfer (EFT), uses computer and electronic technology
as a substitute for cheques and other paper transactions.
E-banking enables a dramatic lowering of transaction
costs, and creation of new types of banking opportunities
that address the barriers of time and distance.

E-banking encompasses a broad range of
established and emerging technologies. Some are
“front end’’ products and services that consumers
opt for; others are ‘‘back end’’ technologies used by

financial institutions, merchants, and other service
providers to process transactions.

E-banking has become a necessary survival tool for
banks snce the banking industry now exists in a global
village. No country today has a choice whether to
implement e-banking or not, given the global and
competitive nature of  the economy. The banks,
therefore, must strive to provide local and global banking
services using the infrastructure of  the global village.

There are a large variety of e-banking products
and services available in the marketplace. E-banking
technologies are continuing to evolve and are
becoming ever more popular today. The most
common such products and services are described
below.

Consumer Electronic Banking
Automated Teller Machine (ATM): ATM is an

electronic terminal provided by financial institutions
that permits consumers to withdraw cash from their
bank accounts, make deposits, check balances, and
transfer funds. Consumers use ATMs not only at their
local banks, but also at other locations in their
neighborhoods and throughout the world.

EFTPOS (Electronic Funds Transfer at the
Point of Sale): This refers to the use of payment
cards at point of sale where money is transferred
instantaneously from customer’s bank account to the
retailer’s account.

Telephone banking: The main methods used in
telephone banking are voice response, voice
recognition and programmable telephone. The facilities
available in telephone banking generally include account
inquiry, payment of  bills, funds management, message
service and transfer of  funds etc.

Computer banking:  Using computer banking,
consumers can access their bank accounts to transfer
funds, pay bills, check account balances, review account
statements, and conduct other banking business, such
as ordering checks and issuing stop payment orders.
Early forms of  computer banking involved dial-up
connections directly with a bank’s computer; now nearly
all computer banking is based on Internet connections.
Consumers may be able to make electronic fund
transfers from either their bank’s computer banking
program or their financial service’s web site.
Corporate Electronic Banking

Financial EDI: Electronic Data Interchange
(EDI) enables entities to transmit data in a standard
format, relating to a number of  message categories,
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such as orders, invoices, customs documents,
remittance advices and payments. Any movement
of funds initiated by EDI is reflected in payment
instructions flowing through the banking system. An
example of EDI is Netting Arrangements in which
only net settlements are made, typically once a day.
To, illustrate, if  Company A owes Company B $
100 thousand whereas B owes A say $ 200 thousand,
then the net flow is $ 100 thousand from B to A.

Interbank Electronic Banking
SWIFT: Based in Belgium, Society for Worldwide

Interbank Financial Telecommunication (SWIFT) is
a cooperative organization created and owned by
banks that operates the network and facilitates the
exchange of payment and other financial messages
between financial institutions throughout the world.
Though it was initially created for banks, the network
is now available to approved categories of non-bank
institutions (securities brokers and dealers, clearing
and depository institutions and recognized exchanges
for securities) as well.

Products (Plastic Cards)
Smart card: A type of stored-value card in which

microprocessors chips, embedded in the card, store
data and perform limited calculations and processing
(to validate personal identification numbers, authorize
purchases, verify account balances, and store personal
records). The chip physically stores records, such as
value of funds remaining on the card.

Contact Smart Cards are swiped through a point-
of-sale equipment while contact-less Smart Card
communicate through RF signals. The main areas in
which Smart Cards are used as debit/credit cards
are electronic purse, electronic cheques etc.

Credit/Debit card:  A card that enables the holder
to make purchases and/or withdraw cash up to a
prearranged ceiling; the credit granted can be settled in
full by the end of a specified period or can be settled in
part, with the balance taken as extended credit. Interest
is charged on the amount of any extended credit and
the holder is sometimes charged an annual fee. A debit
card is very similar to a credit card except that debit
cards do not extend any credit and all expenses through
debit card is debited from bank account.

Stored-value card: A card on which monetary
value is stored, through either prepayment by a
consumer or deposit by some entity. For a single-
purpose stored value card, card issuer and acceptor

are generally the same, and funds on the card represent
prepayment for specific goods and services (for
example, a phone card) and is generally restricted to
well identified points of sale within a given location
(for example, vending machines at a university, etc.).
A multi-purpose card can be used at several service
providers for a wide range of purposes; it may carry
logo of interbank network.

Amongst e-banking products and services some are
tied to consumer bank accounts (e.g. ATM or debit card)
and others have stored monetary value (e.g. prepaid cards,
payroll cards, college and military cards etc.).

Like other banking businesses, e-banking is not a
risk free business. Money laundering, an age-old
criminal activity, has been greatly facilitated by e-
banking because of  the anonymity it affords. The
reliance on new technology for services makes
security and system availability the central operational
risk of  e-banking. Security threats like breach of
privacy, alteration of  data and other IT frauds can
come from inside or outside the system. Therefore,
banking regulators and supervisors need to ensure
that banks have appropriate practices in place to
guarantee the confidentiality of data, as well as the
integrity of the system.

The advances in information and communication
technologies (ICT) in the past have had a big impact
on the nature of  banking. IT has facilitated the banking
sector to enhance operational efficiency and offer
wide range of  financial products and services.
Nevertheless, Nepalese-banking industry, in general,
is lagging in effective adoption of  modern IT
applications in its business.

IT adoptions in Nepal Rastra Bank
There is unavailability of authentic documentation

that confirms when computer first entered into Nepal.
Reportedly, the first computer to enter the Kingdom
of Nepal was an IBM 1401 computer system which
was installed at the Central Bureau of Statistics of
His Majesty’s Government of  Nepal (HMG/N) to
process data of  National Population Census, 1970.
The computer remained instrumental in expeditiously
completing the data processing job of  the census.
Realizing the importance of having such a computer,
Nepal Rastra Bank (NRB) requested the Bureau to
use their computer to assist in processing the data of
the First Family Budget Survey (1973-75). In 1982,
the Bank introduced its own mini computer – OHIO
SCIENTIFIC, which allowed upto sixteen people
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to work simultaneously. Initially, this computer was placed
at the Bank’s Research Department. In 1985, the Bank
established Computer Section under the Research
Department primarily for processing statistical data and
of Second Family Budget Survey (March 1984 - February
1985).  In September 1992 the computer section was
upgraded to a division under the Personnel Administration
Department. Since then the computerization process of
the Bank commenced in a systematic manner and PCs
became more common. In June 1999, the Computer
Division was upgraded to departmental level and named
the Information Technology Department (ITD). Since
then, ITD has been actively involved in developing new
software applications, supporting existing applications,
maintaining and repairing computers and related
equipments, managing Local Area Network (LAN),
Internet/Intranet, addressing connectivity issues between
district offices and central office, designing and updating
bank’s official website and reviewing and improving IT
systems of  the bank. Admittedly, the pace of  timely
upgrade of computer system (particularly the applications
software) in the Bank is very slow due to some inherent
problems.

The existing IT infrastructures at the Bank are
described below.

Existing Software Systems
All the software applications currently used by

the Bank are in-house developed. At the moment,
30 stand-alone software applications are used with
additional software in the process of being
developed. Most of these software are developed
in dBase IV, with a few being in Visual Basic 6.0 and
Visual Basic.NET

The existing software systems can be categorized
into: (i) Central Bank operations and Statistical
Systems; (ii) Internal Management Systems and
Financial Institutions Compliance; (iii) and
Performance Monitoring Systems Groups. A short
description of  each system is presented below.

Central Bank Operations and Statistical
Systems

Banking System for Kahmandu Banking
Office and Banking systems for district offices:
This system takes care of banking functions in the
Bank offices. For the purpose of  signature
verification, ‘SIGNAT’ system is used.

Clearing House System: This system is
developed for settling the cheques produced by
different commercial banks.

Central Accounting System: This system
compiles HMG/N’s revenues and expenses data
collected from both NRB offices and the designated
commercial banks, and generate reports.

LC System: This system keeps a record of LCs
opened by importers in the different commercial
banks. The data related to the LCs is collected and
compiled by the ITD with a copy being sent to the
Department of  Commerce of  HMG/N.

Balance of  Payment (BOP) Trade (Trade
Statistics System): The export and import statistics based
on data received from custom offices are maintained in
this system. It calculates trade surplus or deficit position
(current situation and trend analysis) of the country. It also
shows the direction of  trade in form of  export/import
both to/from India and other countries.

BOP System: This system keeps account and
generates reports of Indian and other foreign
currency transactions, in Nepali Rupees equivalent,
of  financial institutions.

Urban Consumer Price Index System: The
district offices use data collection module to enter
collected price data and send them to the Price
Division of the Research Department. The Price
Division uses computation module to compute the
National Urban Consumer Price Index and the
National Urban Wholesale price Index.

System for Foreign Currency Exchanged by
Nepalese Students: This system maintains record
of students applying for foreign currency exchange.

Public Debt Management System: This
system keeps records of all the individuals buying
issued bonds along with interest they receive.  Public
Debt Management Department, through an initiative
with the Asian Development Bank (ADB), has also
embarked on a separate initiative to use a new
COTS (Commercial Off The Shelf) software
application called CSDRMS (Commonwealth
Securities Data Reporting Management System),
which is an Oracle based system.

Currency Management System: This system is
used for daily management of all the accounts
representing the stock of bank notes in vault, accounts
of transaction of notes, accounts of notes in circulation
and accounts of defective or old notes being burned.

Internal Management System
Payroll System: This system keeps information

of monthly remuneration of all the employees of
NRB, as well as preparation of  the pay-slips, pay-
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charts and deduction list etc. The system is linked to
Accounting and Banking systems.

Pension System: This system keeps information
of  pensioners of  NRB. It generates eligible pensioner
list every month along with their pension amounts.

Staff  Provident Fund System & Staff  Welfare
Provident Fund System: These systems were
designed to keep records and generate statements
regarding staff provident fund and staff welfare
provident fund and have been assimilated to a single
system called the Retirement Fund System.

Insured Loan Recording System: This system
keeps track of the insured loan statistics of the NRB
employees and generates various reports.

Accounting System for Central Office: This
system is the default General Ledger and Internal
Management Information System for NRB and keeps
track of about 120 ledgers organized into ten different
groups. The Balance Sheet Section of  the Financial
Management Department uses this system to generate
daily trial balances and supplementary statements.

Balance Sheet System: This system produces a
merged balance sheet of  NRB. The Balance Sheet
section of the Financial Management Department
of the Central Office and all the district offices, use
this system to prepare the merged balance sheet from
all the individual balances received.

Stock Inventory System: This system is used
to keep records of non-consumable goods (with
their depreciated value) in all the Bank offices.

Dispensary Inventory Control & Billing
System: This system keeps the inventory of
dispensary items of Central Office and Kathmandu
Banking Office, Thapathali and records dispensary
related transactions by current and retired staff. It
also generates bills, reports and inventory of
dispensary items in different formats.

Pay Order Reconciliation System: This system
helps Reconciliation Section of Financial Management
Department in settling pay order process. It checks the
consistency of issue statement against payment statement.

Personnel Record System: This system stores
personal and official information about employees
of  NRB and generates different formats of  official
reports indicating official status, achievements and
other records of  employees.

Compliance and Performance Monitoring
System

NRB Reporting System: This system receives
financial information (13 forms designed under

Directive No. 9) from commercial banks. These
financial information have been required by the Bank,
to be disclosed on a weekly, monthly or quarterly basis.

Ongoing Software Development Activities
In addition to above mentioned software

applications, other new software are under
development and implementation. These include:
(i) software for Micro Finance Department to keep
accounts of Rural Self Reliance Fund operations;
(ii) software for Legal Division to stores information
regarding “Ghar Marmat Sapati” and “Ghar Jagga
Sapati” of NRB staff including their respective
“tamasuk”; (iii) software for Financial Institutions
Supervision Department for receiving information
from various financial institutions in electronic format
and process these information as per need of  the
department; (iv) software for Mint Department to
keep inventory of metals; and (v) software for
Banking Office to maintain denomination wise
accounts of cash (Local and foreign), coins,
commemorative coins etc.

As said earlier, most of the above software
applications are developed utilizing dBase IV. dBase
IV has many inherent shortcomings which are
ultimately reflected in major problems in the system;
some examples are: (i). report reconciliation problem;
(ii) duplication of work (multiple data entry need);
(iii) lack of complete functionality; (iv) lack of audit
trail features; (v) lack of  scalability; (vi) lack of  security.
Because of these problems, NRB is moving towards
a modern software solution under World Bank
funded Technical Assistance Project.

Hardware, Networking and Communication
Infrastructure

NRB currently operates around 500 computers
(networked and standalone). These range from ones
with Intel 80286 processors to those based on Intel
Pentium 4 processors. Most of  these machines are
locally assembled; consequently, they are not verified
against any national or international standard. There
is, however, a corporate standard which each of these
machines must satisfy during procurement. This
standard is constantly updated as new products
become available in the market.

Printing solutions are based on all available
technologies. However, most of  the reporting is
done in dot matrix printers. Administrative printing
including various letters to offices and limited
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in time, future of ICT improvements at the Bank is
dependant upon how successful this optimistic project
will be. The success of this project will bring a whole
new set of  possibilities for future improvements. If
the project can not achieve the set objectives at a
desired level, the Bank will have to reinitiate new
programs for upgrading ICT, which will cost more
time and money in the modernization process.

To sum up, the rapid development of  ICT has
resulted with uncertainties to its users regarding which
technology to adopt and the cost to replace existing
technology with newer one in very short span of
time. In spite of these uncertainties, we should accept
ICT as an opportunity, and not a threat.
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