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Al qﬁﬁ (Paid-up Capital) :

4,875.70 5,021.97
4,733.69
4,283.88
3,781.01 ‘
207879 2079-80 2080-81 2081-82 2082-83

TAET q9T FIYe® (Reserve & Surplus):

2,937.46
2,508.01
2,158.21
1,892.23
1,630.53 ‘ ‘
2078-79 2079-80 2080-81 2081-82 2082-83
.
TAGAT BT (Shareholder's Fund):
7,959.43
6,891.90 7,383.71
6,176.11
5,411.54 ‘ ‘
2078-79 2079-80 2080-81 2081-82 2082-83
P T (Total Assets) :
87,625.94
80,353.21
73,656.42
63,418.75
50,673.22 |
2078-79 2079-80 2080-81 2081-82 2082-83

& it (Deposit Mobilization) :

78,119.63
72/493.10
66,325.25
56,415.98
43,44‘.79
2078-79 2079-80 2080-81 2081-82 2082-83
G 1 T | (Loan & Advances) :
65,757.78
59,880.61
54,422.96
45,964.55
33,03|.19 I
2078-79 2079-80 2080-81 2081-82 2082-83
ST AT (Interest Income):
7,16p.35 6,385.23 6,047.12
6,977499
4,680.34 |
2078-79 2079-80 2080-81 2081-82 2082-83
e g9 (Interest Expenses):
4,860.71 4,819.11
3,740.87
3,017.2 3,183.48
2078-79 2079-80 2080-81 2081-82 2082-83
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gq A ATRTAT (Net Interest Income) :

2,644.36 2,863.64
2,350.24
2,117.28
1,663.05 ‘ |
2078-79 2079-80 2080-81 2081-82 2082-83

FHAN @ (Personnel Expenses):

836.45
71431
720.60
585.12
497.27 ‘
2078-79 2079-80 2080-81 2081-82 2082-83

q oA @A (Other Operating Expenses):

456.45
437.63
416.26
39185
335i
2078-79 2079-80 2080-81 2081-82 2082-83
T HATRT (Net Profit) :
1,110.31
645.63
685.32
758.03
648.71 | |
2078-79 2079-80 2080-81 2081-82 2082-83

9iq AR AT (Earning Per Share) :

2211

17.16 17.69
14.48
13.24

2078-79 2079-80 2080-81 2081-82

W F1 (Non Performing Loan):

2082-83

4.97%

2078-79 2079-80 2080-81 2081-82

2082-83

FINIRIT FARHA (Market Price Per Share) :

405.00 431.97
384.00

294.90

415.00

2078-79 2079-80 2080-81 2081-82

2082-83

HeT AR AT (Price Earning Ratio) :

27.97 30.59

21.70
17.19 77

2078-79 2079-80 2080-81 2081-82

2082-83

{a 9¢3lf aiffe gfddes
Y | 37a. R0¢3/¢3




Recognition and Awards

4th ICC Emerging Asia Banking Conclave & Awards

On July 24, 2026, at The Le Meridien, New Delhi, Shine Resunga Development Bank was honored with three awards
at the 4th ICC Emerging Asia Banking Conclave & Awards 2026, organized by the Indian Chamber of Commerce.
The award categories are:

e Best Bank, Nepal (Development Bank)
e Best Performance on Profitability, Nepal (Development Bank)

e Best Performance on Growth, Nepal (Development Bank

3rd ICC Emerging Asia Banking Conclave & Awards

On August 29, 2025, at The Le Meridien, New Delhi, Shine Resunga Development Bank was honored with four awards
at the 3rd ICC Emerging Asia Banking Conclave & Awards 2025, organized by the Indian Chamber of Commerce.
Categories awarded:

e Best Bank, Nepal (Development Bank - Mid Size)

e Best Performance on Risk Management, Nepal (Development Bank)
e Best Performance on Profitability, Nepal (Development Bank)

e Best Performance on Growth, Nepal (Development Bank)

Best Bank | Nepal Best Performance on
Development Bank (Mid-Size) Profital pal

Shine Resunga
Development Bank

Winner / Winner
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2nd ICC Emerging Asia Banking Conclave & Awards

On August 23, 2024, at The Leela Palace, New Delhi, Shine Resunga Development Bank was honored with three
awards at the 2nd ICC Emerging Asia Banking Conclave & Awards 2024, organized by the Indian Chamber of
Commerce. Categories awarded:

e Best Bank, Nepal (Runner Up)

e  Best Performance on Profitability, Nepal

e  Best Performance on Growth, Nepal

Best Bank|Nepal

\ Best Performance on . Best Performance on
Shine Resunga Profitability | Nepal \ Growth | Nepal
Development \ Shine Resunga A Q Shine Resunga

Bank Ltd N \ Development Bank Ltd A \ Development Bank Ltd
Runner-Up NN\ Winner N N Winner

1st ICC Emerging Asia Banking Conclave & Awards

On July 8, 2023 in Goa India, Shine Resunga Development Bank was honored with two awards at the Ist ICC
Emerging Asia Banking Conclave & Awards 2022, organized by the Indian Chamber of Commerce. Categories
awarded:

e  Best Performance on Profitability, Nepal

e  Best Performance on Growth, Nepal
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Certificate of Merit

e OnJune 30, 2026, Shine Resunga Development Bank was awarded a Certificate of Merit under the category
of Financial Services Sector in the National Best Presented Annual Report Award 2025 organized by Institute
of Chartered Accountants of Nepal (ICAN). The award has been entitled on the basis of the evaluation of
development bank’s annual report & disclosures for the fiscal year 2081/82.

e On July 18, 2025, Shine Resunga Development Bank was awarded a Certificate of Merit under the category
of Financial Services Sector in the National Best Presented Annual Report Award 2024 organized by Institute
of Chartered Accountants of Nepal (ICAN). The award has been entitled on the basis of the evaluation of
development bank’s annual report & disclosures for the fiscal year 2080/8l.

e On July 20, 2024, Shine Resunga Development Bank was awarded a Certificate of Merit under the category
of Financial Services Sector in the National Best Presented Annual Report Award 2023 organized by Institute
of Chartered Accountants of Nepal (ICAN). The award has been entitled on the basis of the evaluation of
development bank’s annual report & disclosures for the fiscal year 2079/80.

e On July 21, 2023, Shine Resunga Development Bank was awarded a Certificate of Merit under the category
of Financial Services Sector in the National Best Presented Annual Report Award 2022 organized by Institute
of Chartered Accountants of Nepal (ICAN). The award has been entitled on the basis of the evaluation of
development bank's annual report & disclosure for the fiscal year 2078/79.

== = ) aaet acs
National Best Presented Annual Report =t e Hetchmndiameniauany

R National Best Presented Annual Renort Award 2024

Presented
Shine Resunga Dev ent Bank Limited

Shine Resunga Development Bank Limited

Cerificate ofMerit et i i . "
it Certificate of Merit Certificate of Merit
Category: Financia Servces Sector
Category: Financial Services Sector
gory:
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Best Managed Development Bank Award 2024

On March 23, 2024 Shine Resunga Development Bank Ltd was awarded as "Best Managed Development Bank
2024” amid a grand ceremony during the 8th Newbiz Business Conclave & Awards organised by New Business
Age Pvt Ltd. New Business Age has been organizing Business Conclave & Awards annually since 2013 with an aim
to hold discourse on crucial business and economic issues and honour business excellence by recognising quality
works done by people and organizations.

Best Managed Development Bank Award 2022

On December 12, 2022 Shine Resunga Development Bank Ltd was awarded as” Best Managed Development Bank
2022" amid a grand ceremony during the 7th Newbiz Business Conclave & Awards organized by New Business
Age Pvt Ltd. New Business Age has been organizing Business Conclave & Awards annually since 2013 with an aim
to hold discourse on crucial business and economic issues and honor business excellence by recognizing quality
works done by people and organizations.

BEST MANAGED DEVELOPMENT BANK'
OF THEYEAR

SHINE RESUNGA DEVELOPHENT BANK LTD.
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Major Events of the Year

17th Annual General Meeting

Shine Resunga Development Bank successfully conducted its 17th Annual General Meeting (AGM) on 26 Mangsir
2082 (December 12, 2025). The AGM marked an important milestone in the Bank’s journey and provided an
opportunity to engage with and acknowledge the continued trust and support of its valued shareholders and
stakeholders. The Bank expressed its sincere gratitude to all stakeholders for their continued confidence and
support. The occasion further reinforced the Bank’s commitment to responsible banking, sustainable growth,
sound corporate governance, and long-term value creation for its customers, shareholders, employees, and
the communities it serves. The Bank remains committed to moving forward with purpose, accountability, and

confidence while strengthening its contribution to the financial sector and the broader economy.

Shine Meet 2025

Shine Meet 2025 was a two-day leadership and management event organized on August 1 and 2, 2025, bringing
together the Executive Team, Heads of Departments, Unit In-charges, Regional Heads, and Branch Managers from
across the organization. The event was centered around the theme “Responsible, Accountable and Disciplined,”
highlighting the importance of taking ownership of responsibilities, maintaining accountability in decision-making
and performance, and fostering a culture of discipline across all levels of the organization. The event provided
a common platform for senior leaders and managers to reflect on organizational priorities, share insights and
experiences, discuss challenges, and strengthen their commitment to achieving strategic goals. It also emphasized
the importance of effective leadership, teamwork, operational excellence, and responsible execution in driving
the organization forward. Overall, Shine Meet 2025 served as an important platform for leadership alignment,
collaboration, and reinforcing a strong culture of responsibility, accountability, and discipline.

@ SHINE RESUNGA

Ya
¢ 9¢3lt T1ffe gftaes 90
‘@. M. 0¢R[¢3



Home Development Bank Partner of Lumbini Lions — Nepal Premier League
2025

Shine Resunga Development Bank became the official Home Development Bank Partner of Lumbini Lions for the
Nepal Premier League (NPL) 2025. The partnership reflected the Bank’s commitment to empowering communities,
nurturing local pride, and supporting platforms that promote unity, teamwork, and collective progress. As a bank
born in Lumbini and grown across Nepal, Shine Resunga Development Bank shared a strong connection with the
values and aspirations represented by the Lumbini Lions. The partnership provided an opportunity for the Bank to
support and celebrate local talent on a national platform while reinforcing its commitment to the development
of the Lumbini region and the communities it serves. The collaboration was further strengthened by Lumbini
Lions’ remarkable achievement of winning NPL Season 2, defeating Sudurpaschim Royals by six wickets. The
victory added a memorable chapter to the partnership and reflected the shared values of resilience, teamwork,

determination, and regional pride.
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Ol Conference 2025

Shine Resunga Development Bank organized the Ol Conference 2025 across three locations—Butwal, Nepalgunj,
and Kathmandu—during FY 2082. The conference brought together all Operations In-charges of the Bank, providing
a common platform for learning, knowledge sharing, and professional development. The conference focused on
capacity building, strengthening operational effectiveness, enhancing leadership and managerial capabilities,
and promoting greater alignment across the Bank’s operations. It also provided an opportunity for Operations In-
charges to exchange experiences, discuss operational challenges, share best practices, and identify opportunities
for continuous improvement. Through the conference, the Bank reinforced its commitment to developing capable
operational leaders and strengthening service quality, efficiency, accountability, and consistency across its
branch network

3L —— R
SHINE Ol CONFERENCE 2025
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Global Money Week 2026

Shine Resunga Development Bank Ltd. actively participated in Global Money Week 2026, held from March 16 to
22 under the theme “Smart Money Talks,” reaching 746 participants across 12 districts: Palpa, Gulmi, Rupandehi,
Surkhet, Nawalparasi West, Kapilvastu, Kailali, Banke, Pyuthan, Nawalparasi East, Bardiya, and Kathmandu. The
bank conducted 14 branch-level financial literacy programmes and a range of youth-focused initiatives covering
budgeting, responsible spending, digital finance, cyber and fraud prevention, and informed financial decision-
making. Additional activities included social media quiz contests, digital security campaigns, student exposure
visits, interactive digital banking demonstrations, a fraud awareness video competition, and participation in
financial literacy rallies. Through these initiatives, the bank strengthened youth engagement, promoted financial
inclusion and customer empowerment, and contributed to building a financially aware, digitally responsible, and
informed society.
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Digital Banking and Innovation
Shine Resunga Development Bank continues to advance its digital transformation, responding to evolving
customer expectations, regulatory developments, and the growing demand for technology-driven banking. In
FY 2082/83, more than 93% of customer transactions were conducted through digital channels, reflecting strong
customer adoption and confidence in digital banking.

Through DigiShine, the Bank continued to enhance mobile banking by expanding access to convenient, secure,
and customer-centric services. The integration and expansion of Fonepay and NepalPay QR, along with cross-
border payment acceptance through supported UPI and Alipay+ networks, further strengthened the Bank’s digital
payment ecosystem and enabled merchants to serve a broader customer base.

The Bank remains focused on digital trust, security, fraud prevention, system resilience, and customer awareness,
while increasingly leveraging data and analytics to improve customer engagement and deliver more relevant
financial solutions. Through continued innovation and responsible technology adoption, the Bank remains
committed to building a simpler, faster, secure, inclusive, and customer-centric digital banking ecosystem.

1. Digital Banking Journey

(@8 SHINE RESUNGA

\\ﬁa DEVELOPMENT BANK LTD.
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2. Mobile Banking Transformation

DigiShine, the Bank's mobile banking platform, underwent significant enhancement in FY 2082/83 expanding its
product suite, improving security, and deepening accessibility for all customer segments.
Added Products & Features

Virtual Credit Card Customers can now perform secure online transactions without a physical card.
Multilingual Interface DigiShine now operates in both Nepali and English, improving accessibility for customers
across diverse literacy profiles.

Mobile Banking Self-Renewal Customers can independently renew their mobile banking credentials without
branch assistance.

Credit Card Management Full card lifecycle management including transaction history, card status, and
service requests, all within the app.

Email-Based Authentication for Nepalese Customers Living Abroad Enables secure mobile banking access for
non-resident customers without dependency on Nepali mobile numbers.

Statement View & Download Customers can access and download account statements for up to 180 days
directly from the app.

Experience Easy, Secure,
& Smart Banking with
the DigiShine

- View account details

- Transfer funds instantly

; Pay your bills with ease

-Scan& pay via QR

- Book tickets online

- Card Management

- Statement View upto 6 months

« Real Time Fixed Deposit Account
+ Real time mobile banking & Card block
- Self Renew Mobile Banking

- Dual Language (Nepali & English)
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3. Card System & ATM Services
The Bank continued to strengthen its card and ATM ecosystem in FY 2082/83, focusing on automation and
customer convenience at the point of card issuance and renewal. An automated card activation system was
implemented, reducing manual intervention, improving operational efficiency, and delivering a faster, seam-
less experience for customers receiving new or renewed debit and credit cards.

4. Expanding Online and Digital Self-Service Facilities
Shine Resunga Development Bank continued to broaden its digital and self-service channels in FY 2082/83,
empowering customers to manage their banking needs from anywhere without requiring a branch visit.

Web Services & Digital Service Request Platform

» Strengthened customer validation and authentication for digital service requests.

+ Dedicated Mobile Banking Request Platform for customers living aboard enabling remote enroliment and
support.

« Digital Profile Management customers can submit Email Update Requests and Mobile Banking Profile
Change Requests online, reducing branch dependency.

» Online DEMAT and Mero Share registration with CRN linking.

» Real-Time Fixed Deposit opening through digital channels.

+ Online Service Requests: mobile banking activation, card request, QR registration.

» Real-Time Remittance Collection instant receipt of international funds.

5. Expanding the Digital Payment Ecosystem
Shine Resunga Development Bank has strengthened its position as a key participant in Nepal's growing digital
payment infrastructure. In FY 2082/83, the Bank expanded its payment ecosystem across multiple dimensions
deepening merchant QR penetration, enabling cross-border payment acceptance, and reinforcing its inte-
gration within national payment networks.

Merchant QR Network

The Bank significantly expanded its QR merchant network, extending digital payment acceptance across ur-
ban and rural markets and promoting cashless financial behavior at the grassroots level. Active QR merchant
enrollment reached 72,134+ touch points by year-end. The Bank also provides its merchant with audio based
QR for immediate notification of payment received.

Cross-Border Payments

» UPI Integration Seamless, real-time payment flows from India to Nepal, serving travelers, diaspora com-
munities, and cross-border businesses.

« Ali PAY Integration Enabled for NepalPay and Fonepay-acquired merchants, broadening cross-border ac-
ceptance to Chinese payment networks.

« Union Pay Integration Expanded cross-border acceptance for Fonepay-acquired merchants.

National Payment Infrastructure

The Bank maintained active participation in ConnectIPS, CorporatePay, the Centralized Payment Infrastructure
System (CIPS), and Fonepay ensuring seamless interoperability across Nepal's domestic payment networks
and supporting the broader national agenda of financial digitization.

6. Operational Excellence and Digital Service Centralization
A key theme of FY 2082/83 was the centralization and automation of operational processes reducing manual
effort, eliminating errors, and creating more efficient, scalable workflows across the Bank's digital service

portfolio.

Centralized Reconciliation System

The Bank launched a centralized reconciliation system covering Mobile Banking, Cards, ConnectIPS, and
CorporatePAY providing a unified, real-time view of transaction settlements, significantly reducing reconciliation
time, and improving financial accuracy.

yfa el affe wftraes 98
Y | 37a. R0¢3/¢3



Digital Service Registration Centralization

Registration processes for all major digital services were centralized into a unified workflow, covering:
+ Mobile Banking

+ Debit and Credit Cards

+  Fonepay QR

*  NepalPay QR

» ConnectlPS

« CorporatePAY

This centralization has streamlined onboarding, improved data consistency, and enabled branch staff to
provide faster, more accurate digital service delivery.

7. Security, Grievance Management, and Cyber Security

As digital transaction volumes grow, so do the responsibilities of safeguarding customer assets and managing
the evolving cyber threat landscape. In FY 2082/83, the Bank adopted a multi-layered, proactive security
posture backed by regulatory compliance and customer-focused grievance resolution.

Security Enhancements

JASON Web Token (JWT) based APIs in Mobile Banking for protection and Transaction security.
Strong user authentication upgrades across mobile and enterprise systems.

QR-Based Web Login eliminating static password-only access.

API-Based Account Validation reducing unauthorized access risk.

.

Real-time fraud monitoring with transaction anomaly detection algorithms.
Regular independent security audits, risk assessments, and patch management.
Business continuity drills ensuring 99%+ system uptime across all digital channels.

Bank with confidence
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Fraud Awareness & Cyber Security Campaigns

Recognizing threats including phishing, vising, social engineering, SIM swap fraud, and credential misuse,
the Bank conducted targeted cyber security awareness campaigns via SMS, social media, and branch-level
programs educating customers on safe digital banking behavior.
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Grievance Resolution

The Bank's Digital Banking Support Desk continued to provide round-the-clock support to customer grievanc-
es arising from delayed fund transfers, failed transactions, login difficulties, duplicate debits, and temporary
service interruptions. All grievances were tracked, analyzed, and fed back into process improvement cycles,
maintaining a 100% resolution rate within defined SLA timelines.

i,‘fa q¢3lt arf§e ufdae Qg

Y | 37a. R0¢3/¢3



8. Promoting Financial Inclusion through Technology
Digital banking has become a powerful enabler of financial inclusion particularly across Nepal's rural and
semi-urban communities. In FY 2082/83, the Bank's digital onboarding programs, simplified mobile banking
registration, and targeted financial literacy initiatives brought formal banking services within reach of a new
wave of first-time banking customers.

Multilingual mobile banking in Nepali and English, combined with simplified KYC processes, has made the
Bank's digital services accessible to a significantly broader customer base. Email-based authentication and
remote mobile banking enroliment for customers residing aboard have also extended the Bank's digital reach
beyond Nepal's borders.

Shine Resunga Development Bank remains deeply committed to narrowing the financial inclusion gap ensuring
that digital progress is not confined to urban centers but reaches every community the Bank serves.

9. Digital Banking in Numbers FY 2082/83

The scale of the Bank's digital ecosystem is reflected in the following key metrics for FY 2082/83:

9. Digital Banking in Numbers FY 2082/83
The scale of the Bank's digital ecosystem is reflected in the following key metrics for FY 2082/83:

3,66,617+ 51.7%
Mobile Banking Users Mobile Banking Adoption
99,530+ 14.58%
Cards Issued Card Adoption
73,224+ 93%
QR Merchants Digital Transactions(By Count)
74% 99%+
Digital Transactions (By Value) System Uptime

These figures reflect the depth of customer adoption and the operational reliability of the Bank's digital
platforms with digital channels now accounting for the overwhelming majority of all banking activity by both
volume and value.
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10. Looking Ahead Strategic Priorities for FY 2083/84

As Nepal's financial sector moves closer to the era of digital banks and CBDC, Shine Resunga Development
Bank is proactively preparing for the next phase of its digital transformation. The Bank's strategic priorities
for FY 2083/84 are designed to build on FY 2082/83 achievements and position it strongly in an increasingly
competitive digital banking environment. The Bank remains committed to advancing its digital agenda in
response to evolving customer expectations, technological developments, and the changing financial services
landscape. The next phase of the Bank's digital journey will focus on creating measurable value through

technology, data, innovation, and operational excellence, while maintaining customer trust at its core.
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Strategic Digital Priorities

Artificial Intelligence & Advanced Analytics

The Bank will progressively explore Artificial Intelligence (Al), Machine Learning (ML), and advanced analytics to
strengthen customer insights, enable personalized services, support data-driven decision-making, enhance
fraud and risk management, and improve operational efficiency.

Data-Driven Banking
The Bank will strengthen the responsible use of customer and transaction data to better understand customer
needs, improve product relevance, enhance engagement, and support informed business decisions.
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Digital Process Transformation

Greater adoption of automation and straight-through digital processes will remain a priority to simplify
customer journeys, reduce turnaround times, improve service consistency, and enhance operational
productivity.

Digital Payments & Connected Ecosystems

The Bank will continue to expand its digital payment ecosystem and strengthen interoperability and strategic
partnerships, including opportunities in domestic and cross-border payments, supporting customers and
merchants in an increasingly connected economy.

Cybersecurity, Resilience & Digital Trust

As digital adoption continues to grow, the Bank will further strengthen cybersecurity, fraud prevention, data
protection, technology resilience, and digital risk management to safeguard customers and ensure reliable
service delivery.

Customer-Centric Innovation
The Bank will continue to enhance digital journeys around customer needs, making financial services simpler,
faster, more accessible, and more relevant across customer segments.

Corporate Social Responsibility

Education
During fiscal year 2082/83, Shine Resunga Development Bank implemented 16 education-focused CSR initiatives
across 12 districts, supporting students and schools through practical, community-focused interventions. In Gulmi,
the Tamaghas Branch distributed stationery and school dresses to students of Isma Rural Municipality, while the
Simaltari Branch carried out classroom wall writing at Shree Bararukha Adharbhut Vidhyalaya. In Baglung, the
Burtibang Branch supported classroom wall writing at Shree Ganga Basic School, while in Palpa, the Dumre Branch
distributed warm clothes to students of Shree Janadeep Secondary School. In Kanchanpur, the Mahendranagar
Branch provided scholarships and stationery items to students from different schools, while in Chitawan, the
Central Office supported the distribution of educational goods at a secondary school in Gawai. In Arghakhanchi,
the Khanadaha Branch provided school uniforms and bags, while the Amarai Branch distributed school bags and
stationery items at Shibadaha Secondary Secondary School. In Dang, the Hapure Branch distributed educational
goods to students of Janashram Ni. Ma. Bi. In Kailali, the Attariya Branch distributed school bags, notebooks and
pens, while in Bardiya, the Gulariya Branch distributed uniforms, bags and other educational goods and the
Mainapokhar Branch distributed school uniforms to students of Shree Jana Jagriti Prathamik School. In Nawalpur,
the Kawasoti Branch provided scholarships and stationery items, while in Surkhet, the Birendranagar Branch
provided scholarships to underprivileged students. In Kaski, the New Road Pokhara Branch conducted an umbrella
distribution programme for students, while in Jumla and Dailekh, the Central Office provided a computer, printer
and whiteboard to Kalika Secondary School and Shree Nepal Rastriya Basic School. Through these initiatives, the
Bank addressed a wide range of educational needs—from scholarships, stationery, uniforms, bags, warm clothing
and umbrellas to classroom improvements and essential educational equipment—thereby contributing to more
inclusive access to education, improved learning environments and stronger communities across its service

network.
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Environment

During fiscal year 2082/83, Shine Resunga Development Bank implemented 7 environment-focused CSR initiatives
across 7 districts, supporting communities through practical interventions related to waste management, clean
water, sanitation, public awareness and environmental conservation. In Kaski, the New Road Pokhara Branch
conducted a compost bin distribution programme, while in Banke, the Agaiya Branch supported the installation
of clean drinking water facilities for families living under poverty. In Kanchanpur, the Mahendranagar Branch
implemented a clean water and sanitation programme, including the distribution of dustbins and other related
items to community members. In Kapilbastu, the Jagdishpur Branch conducted a sanitation programme at
Jaghadishpur Taal. In Bardiya, the Katarniya Branch supported the installation of a clean drinking water supply
system with a water filter and tank. In Rupandehi, the Suryapura Branch conducted tree plantation and dustbin
distribution activities in the Gaidahawa area, while in Parasi, the Badera Branch raised public awareness about
cleanliness in the community and distributed dustbins. Through these initiatives, the Bank contributed to improved
access to clean drinking water, strengthened sanitation practices, better waste management, increased
environmental awareness and the promotion of cleaner, healthier and more sustainable communities across its
service network.

Health

During fiscal year 2082/83, Shine Resunga Development Bank implemented 16 health-focused CSR initiatives
across 10 districts, supporting communities through healthcare campaigns, medical assistance, health equipment,
nutrition support and improvements to health and sanitation facilities. In Dang, the Narayanpur Branch conducted
a clean water and sanitation programme, including the distribution of dustbins and other related items to the
people, while the Rajpur Branch organized a free eye check-up campaign. In Kailali, the Attariya Branch conducted
a free health campaign covering blood pressure, blood sugar and basic screening, along with the provision of
necessary medicines. In Arghakhanchi, the Chutrabesi Branch distributed healthy food items such as rice, eggs
and pulses, the Sandhikharka Branch distributed healthy food items including rice, pulses and cooking oil, and
the Jeetpur Branch installed a water tank and dustbin at Shree Pawar Secondary School. In Rupandehi, the
Chhapiya Branch distributed first-aid boxes, water jars and sports equipment to different schools. In Bardiya, the
Patabhar Branch supported a blood donation campaign organized by Gagan Singh Kunwar Foundation Nepal
and conducted a free medical check-up and free medicine distribution programme targeting senior citizens aged
80 years and above. In Surkhet, the Birendranagar Branch distributed health equipment—including an autoclave
machine, drum set, ENT set and ANC bed—to a rural health post. In Baglung, the Burtibang Branch distributed
attendants’ beds and mattresses at Burtibang Provincial Hospital and provided fibre blankets, mattresses,
bedsheets and pillows at Khunga Health Post. In Kaski, the New Road Pokhara Branch distributed first-aid boxes
containing medicines and sanitary pads. In Gulmi, the Kharjyang Branch distributed healthy food items such as
rice, pulses and cooking oil. In Kanchanpur, the Mahendranagar Branch supported the installation of a water-
cooling machine at Mahakali Provincial Hospital and conducted a one-day eye health campaign. Through these
initiatives, the Bank contributed to improved access to preventive and basic healthcare, essential medicines,
health and hospital equipment, nutrition support, sanitation facilities and targeted medical services, thereby
promoting healthier and more resilient communities across
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Humanitarian Aid & Relief

During fiscal year 2082/83, Shine Resunga Development Bank implemented 10 humanitarian and relief-focused
CSR initiatives across 8 districts, providing essential support to vulnerable individuals, underprivileged families,
students and community organizations. In Gorkha, the New Road Pokhara Branch distributed warm clothing to poor
students of Janajyoti Pra. Vi. In Pyuthan, the Baraula Branch distributed uniforms for students, while the Bahane
Branch distributed rechargeable torches, traditional hand-loomed shawls and children’s bags. In Kanchanpur, the
Mahendranagar Branch distributed fibre blankets to community members. In Kapilbastu, the Chandrauta Branch
distributed healthy food items such as rice, pulses and cooking oil. In Rupandehi, the Bankatti Branch and Rudrapur
Branch each distributed healthy food items, including rice, pulses and cooking oil. In Palpa, the Tansen Branch
provided similar food assistance through the distribution of rice, pulses and cooking oil. In Gulmi, the Central Office
provided early childhood development (ECD) kits to Boudh dhik Apangataka Abhibhawak Sangh. In Kailali, the
Attariya Branch conducted an essential relief distribution programme for underprivileged families, providing food,
mosquito nets and cooking oil. Through these initiatives, the Bank responded to immediate humanitarian needs
by supporting access to food, clothing, household essentials, educational resources and relief materials, thereby
contributing to the well-being, dignity and resilience of vulnerable communities across its service network.

Sustainable Development Goals

During fiscal year 2082/83, Shine Resunga Development Bank implemented 13 sustainable development-
focused CSR initiatives across 8 districts, supporting communities through interventions related to clean water,
waste management, livelihood enhancement, agricultural support, food security, winter relief, environmental
conservation and skills development. In Parasi, the Jimirebhar Branch supported the installation of clean drinking
water facilities for families living under poverty, while the Parasi Branch conducted a wildlife conservation and
tree plantation programme. In Gulmi, the Wami Branch distributed dustbins to promote sustainable waste
management and the transition from waste management to wealth management, while the Majuwa Branch
distributed livestock to improve the economic condition of community members. In Kailali, the Attariya Branch
conducted a winter relief programme through the distribution of blankets and bedsheets to underprivileged
people. In Dang, the Dang Branch distributed sewing machines to people living below the poverty line, while the
Lalmatiya Branch distributed agricultural harvesting tools, including hand-holding seeders and small corn sty40.
In Nawalpur, the Kawasoti Branch distributed water filters to provide safe and clean drinking water, conducted an
agricultural spray pump distribution programme to support local farmers and distributed dustbins to promote
a clean environment and better health. In Rupandehi, the Dhakdhai Branch distributed healthy food items such
as rice, pulses and cooking oil. In Pyuthan, the Bhingri Branch distributed livestock to improve the economic
condition of community members. In Banke, the Kohalpur Branch submitted a CSR project proposal for seven-
day doll and artificial flower (Kusum) making training for low-income women. Through these initiatives, the Bank
contributed to sustainable livelihoods, improved access to safe drinking water, enhanced agricultural productivity,
environmental conservation, community health, winter resilience and income-generating opportunities, thereby
supporting inclusive and sustainable development across its service network.
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Financial Literacy Program (FLP) FY- 2082-83

Particulars Total FLPs

Target Groups Count of Participants
Daily Wages Earners 31
MSMEs (Micro, small and medium enterprises) 60
Remittance receivers, Farmer 30
Salaried worker 35
Students 846
Women 100
youths 161
Grand Total 1263
Target Group No of Programs
Daily Wages Earners 1

MSMEs (Micro, small and medium enterprises) 2
Remittance receivers, Farmer 1
Salaried worker 1
Students 14
Women 3
youths 4

Grand Total 26

During the fiscal year excluding the Global Money Week 2026, the bank conducted 11 financial literacy outreach
programmes across seven districts—Nawalparasi West, Kaski, Kapilvastu, Rupandehi, Kathmandu, Dang, and
Nawalparasi East—covering Lumbini, Gandaki, and Bagmati Provinces. The programmes engaged students,
women, youth, salaried workers, daily wage earners, remittance recipients, farmers, and micro, small and medium
enterprises (MSMEs), with participation ranging from 20 to 170 individuals per programme. Delivered through
branches, schools, municipal venues, community halls, and local settlements, the initiative brought financial
education directly to diverse communities, including underserved and economically active groups. By tailoring
outreach to the needs of specific participant segments, the programmes strengthened financial awareness,
encouraged informed financial decision-making, and supported the bank’s broader strategic objectives of
financial inclusion, community engagement, and responsible banking.

Shine Resunga Development Bank Ltd. actively participated in Global Money Week 2026, held from March 16 to
22 under the theme “Smart Money Talks,” reaching 746 participants across 12 districts: Palpa, Gulmi, Rupandehi,
Surkhet, Nawalparasi West, Kapilvastu, Kailali, Banke, Pyuthan, Nawalparasi East, Bardiya, and Kathmandu. The
bank conducted 15 financial literacy programmes and a range of youth-focused initiatives covering budgeting,
responsible spending, digital finance, cyber and fraud prevention, and informed financial decision-making.
Additional activities included social media quiz contests, digital security campaigns, student exposure Vvisits,
interactive digital banking demonstrations, a fraud awareness video competition, and participation in financial
literacy rallies. Through these initiatives, the bank strengthened youth engagement, promoted financial inclusion
and customer empowerment, and contributed to building a financially aware, digitally responsible, and informed

society.
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Human Capital & Bank Responsibility

Health and Safety Policy

A formal Employee Health and Safety Policy have been developed in accordance with Clause 74 of the Labor Act
2074, with necessary approvals received for implementation.

Employee Happiness Measurement and Feedback

Bank conducts an annual survey to assess employee happiness, wellbeing, and overall satisfaction at the
workplace. For the fiscal year 2082/83, the survey results indicated an average score of 7.85 out of 10, where 10
represents the highest level of employee happiness. These insights help the Bank identify areas for improvement,
design targeted initiatives, and strengthen programs aimed at enhancing staff engagement, motivation, and
overall workplace satisfaction.

Employee Engagement, Wellbeing, L&D and Recognition

The Bank continued to strengthen its people-first culture through a comprehensive approach to employee
engagement, wellbeing, learning and development, and recognition. An annual Employee Engagement Calendar
was implemented with initiatives including CEO New Year gifts, employee competitions, motivation retreats, and
a range of recognition programs such as Star Manager of the Region, Co-Pilot Award, Compliance Star, Recovery
Star, and Token of Excellence awards for high-performing branches and employees across key business and
operational indicators. The Bank also introduced the CEO’s Token of Appreciation to recognize exceptional
contributions from Heads of Departments, Unit Incharges, Regional Heads, Branch Managers, and HR team
members. To support transformational leadership and employee wellbeing, one-on-one coaching sessions were
facilitated by internationally certified coaches from the USA, Dubai, India, Nepal, and other locations for senior
leaders, branch managers, and selected central office employees. In line with its commitment to continuous
learning and digital capability building, all employees were provided access to Al-enabled online learning
courses. The Bank also promoted flexible and employee-friendly work arrangements, including shift-wise and
remote work arrangements for specialized departments, while ensuring timely overtime payments. Furthermore,
the Bank reinforced work-life balance by promoting an eight-hour working culture and encouraging employees
to maintain healthy boundaries between professional and personal responsibilities. These initiatives reflect the
Bank’s continued commitment to building an engaged, capable, motivated, and future-ready workforce.
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Value Added Statement
The value added statement shows how much value(wealth) has been created by the bank through the utilization
of its capacity capital manpower and other resources and allocated the same to he stakeholders, employees,
government, community, shareholders and expansion and growth of the bank.

Particulars 2082/83 2081/82
Interest Earned 6,047,123,999 | 6,385,230,245
Other Income 384,255,251 369,934,679
Interest Expenses 3,103,342,473 3,740,691,346
Other Operating Expenses 389,765,665 330,140,643
Value addition from Operations 2,938,271,111 | 2,684,332,936
Impairments 286,607,256 950,401,153
Gross Value Added 2,651,663,855 | 1,733,931,783
Statement of Value added Application

To Employees

Salaries and other benefits 836,453,541 714,313,811
To Government

Income Tax 515,165,818 281,463,467
To community

Corporate Social Responsibilty 4,992,045 3,573,436
To Providers of Capital

Debt lenders 80,139,663 179,838

Dividends and Bonuses 633,841,218 378,695,277
To Growth and Expansion

Reserve and Surplus 476,470,059 263,359,275

Depreciation and Amortization 122,078,758 122,957,115

Deferred Taxes (17,477,247) (30,610,435)
Total Value Added Allocation 2,651,663,855 1,733,931,783

Market Value Added

Market Value is the difference between the market value and the total Book Value of the Bank. It shows the
difference between the current market value of the bank and capital contributed by the investors. It is the sum of
all capital claims held against the bank plus the market value of debt and equity. Positive market value added
depicts the bank has added value.

Particulars 2082/83 2081/82
Market Price of the Share (NPR) 415.00 431.97
No. of Shares 50,219,727 48,757,017
Total Market Value 20,841,186,705 | 21,061,568,633
Book Value per Share (NPR) 158.49 151.44
No. of Shares 50,219,727 48,757,017
Book Value 7,959,430,415 | 7,383,708,565
Market Value Added 12,881,756,290 | 13,677,860,069

Economic Value Added

Economic Value Added is a financial performance measurement tool which is an estimate of a Bank's Economic
profit, or the value created in excess of the required return of the Bank's shareholders. It is the profit earned by the
Bank less the cost of financing the banks's capital

Particulars 2082/83 2081/82

Net Operating profit after tax 110,311,278 645,627,987

Average Shareholders’' Fund 7,671,569,498 7137,806,650

Cost of Capital (%) 4.08% 5.16%

Cost of Capital Employed 313,000,036 368,310,823

Economic Value Added 797,311,242 277,317,164
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TSNS ST-HEH! ATF fagaTa ITHRT e FahTg 0,83 FAaer Tl g | I-ara 4 dar
THE A=A fafay %] 91 Ja1 SU-FHEH AT [qgd ITARAT A gAHg 9§55 Jraend,
arararael 94,39 wfaera, wfes=a 9 gerder .30 gfaerd, Rremer w.uy gfaerd T eaer q9r
ST Y43 TTTdd Tl F |

JRINTA FOHT FHIET AfeATHT FrefT gaerer aifie famgad SR HRTehifa .9y gfderd, Haer
TR 4. SR A, ANTHAT FeTepT ¥ 9% GIqerd, MULehl Tl .04 JIqLTd, AT Taerehl 4.5
graeTd, HUTEl JITH ¥.5% Gfaerd ¥ ERAErA JEHl ¥.§q gfaerd @H B | aHiET Aferar
FISATS] JUCAFIH! AT fargad STHIRT HETERIT ¥ 25 FIAT, ATGHT Y 8% FIATd, TeTSeh
¥.09 giqerd ¥ feHTeshl 3.9 giqerd @el g |

ferdor sTvaE -

FHTET srafudT fAUu e 352 yfqerdd dfg 9% . 9R0 AE 50 FIE THl G | Alaedl quehl
TIET SAataar Ay sare QU € Ffaerae aedl 9T | 053 S AfedrET faiuer argare €203
q 5% TS WHl G | AfeTed] aUF! ARl HieATH GUo Ayare & % oFd 3R FIS Twel (93T |
AT FATTHT FAHR DT SATHT (U0 ATTATE R%.% Tqaed g 95 9% 7o 4R S [l g |
Afered! a9 TXAT ATHATE 93,5 TqeTael deal T | GHIeT Fafaer g g o (@3 awa®y)
FTR3IRN AT 9 FRAS TH B | Afeeadl qURT ARl AATTAT T&AT AT & 4 882 AT U] FRIS Wl
ferr |

T AforAT ERTR TSR ATNT ATTH 27 TR (RN 9T AR Id-a1) feaer [oTeiret
TS 359,399 T I 5H T (ARl TGEIT 3 4%, 934 Tehl B | Afeecl aTh! Gl TATTHT T
FTEIT FHHM ¥ UR,3INY T 305,059 TgHT AT |

R =R
Wi a9 053 /53 H TAR AEATAT Fe a&q (Fard 3.3 Ffqerder 9fg 98 7.300 99 0 FIg
T B | Aol TUEHN FIel AATAT T&T (AT 90,5 qraerde dfg Ul 2T | Teaeqest AT
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ART ¥ 97 HAHAha! Had FA 93.¢ gfqerd ¥ .2 gfqerad gig 9UH B 9 Aadhe
fratar W o gfqerae &HT ATTH B | TR ATARHT ASHTHHT oI, TTH O, A=, ATSTS,
AATHT aXqH AT aeal & 99 93 fae, qiidea drg, faar, S Toi=n, gxdeeres arae
TR TETH AT Tl B | AMfdF a9 053/53 H TAR HeATH & T A 4R
giaerae gig 9% B, ,5%% A 0 S [Hl @ | Aldeadl auHbl FIal AGGHT TET AT 939
gfqerae gig AUl [T | @& AT TR HARHT ATIRHAT AR, H1H T AT HAHeE TURT ATATA
FHM: 99.5 IfAeTd, 9.4 FqeTd ¥ 95.% Fqerdd gg AUH B | T ATIRAT TSATH T2y,
LT, ATATATART ITH, FAT AT AT AR I, AATATAE HA, TIHATTH] ool el ATTATH]
FEIH! ATATA TSHN & A @A dd, & Uee e I FMled, a9, TH.UH. dR, &g, aR, Fed,
TH UH faee A a&qHl AT Hehl B |

Wi a9 3057 /53 H THR AfGATHT Fd 9% ATIR AT 4.9 Jiqerad afg wE % 9,898 99 93
FRES TR B, | Afereddl aUHT Flel AATIHT TXT b1l &3 qiqerde qhg AUHl (a7 | T sqataa
fata / smard srara 9%.© gfdqera Rl B | il duwl |iel TaAr a&dr T 9.9 gfdqera
Tl Tt |

THIET srafAr ARaare aEcd faeeft {ET 9T W E 950 FE 0 IS aRTENH A% AT
TUHT T | ATereedT TUHT TET AGTHT TEAT ATATT 3. 9% A 30 FIS ARl AUHT AT |

§ I Gar UEH YiEAT) fefd

THIET FAfIHT AT @TAT 5. 0% A & FISH TATHT Lol G | Aldedl audl dlel FataAr =1
@rar & 339 A 9¥ FRISd TATHT Teehl (AT | AU SoRHT Afereedr aehr AT srafaar 3 o
39 FRISA TATHT Taehl AT @I FHIET FATTHT L A 43 FASA TATH T8l B | THIET At
GT TSIRT SRR %, 99 od 3 HE el G | Afdead] a9 FIEE! AAGHT Tl I 5. & o0
’% RIS TEH! [9AT | T, THTEAT FGRTAT &, R AT 5% FRAS TAL qa19Teh T (FHT A0
fafruert @ | srftrectt ST AIET SEfaHT FAEAT goaer Tt ST (SfHEdr W) % 99 " @ Fere
T T | qErET ataer AR feafa € 3% A9 & FRISd aAdHl WH G | Aol quehl
Trer srataar gaTar feafq & w9 9d ¥y FIST ToATAT Ehl (94T | AARHT SATAT ATereadr
FUET TIeT AATHT 3 A &R FASA TATHT TEhl AR feafd e srafaar € od 38 e
THAHT TEH T |

7. Hife fef

AqIF a9 R05R/53 FI TAR AEATH fa5qd qETIRT Q.5 Gqerad aedl @ | Afdedl aueh
ET FATIHT ITh HAYRTT ©.% Iferael aeehl [9ar | amfier famsaa AT 2063 St HAT=THT
fareqd HRTIaTT ¥ UfeTeer adel B | e qatuH gs Aafind grard fawelr fafraa gearge
ATHRT/ A FAANAT) F.83% HF & FAE (3%, TAA) o TEHN B | ATl bl FIal AATTH
ITh TEIR ¥.¥%9 Hd ¥¥ FIAE (R¥.9 YIAMA) of Tl {947 | GAT I FRIAR T qUTA T A
HITT AR T AT TRAdT Te=A TRURIS FHIET AT Afs=rd {77 .5 qfaerael 7T aeeh
B | Al aURT FIel FAATAT T HT & ¥ Aeaqel aeehl (937 | aifvie [awgrd AaRHr 053
WS HATTH Fis=a {933 gfqerdet sel 3 |

U sataar o6 qur faxiiar geamesr Wl MaT 0.3 gfaerd (3. O¥s a9 &R wWIS) o dig
T T 5,093 T ¥ FS TH g | Areec] TUHT FRT AATHT T&T (8T 5.0 gfaqerd (& 439
AT K0 FRAS) of TSHT (AT | AT FamgaTd ATARHT 053 WSS HATAAT ek J1 faxira Feameewn
&l & qY.0 gfdeTdel Tl § | 053 WS HATTHT S q9T (AT GeATewe! el [qarqar
T, T T el PTATET 9T HHI €% GRAed, ¥e.§ UAerd 7 393 Uqerd w@Er @ | Atded
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FYHT el AATTHAT TEAT 9T FHA: L. Fieqerd, 3.2 IfAerd T Yo, 3 yfqerd el (937 | 053 5
HATTHT S AT faxira Feamesd! g (arqar JeanTa fAader sfer 33,9 gfaerd @ g | 053
IS5 HHATTHT T (erdepr ofer 3. Y gfqerd el faam |

e sataar S qar faxiar gedreware Ao AT gaTed #W &R e (3. 3¥0 AT W9
FE) 7 Al W T U536 A 9 AR TR G | Aol qUBI FET FAAGH TN FAT 5.0
I (%, ¥0O HT £ FIAE) o FASH (AT | ATF faTq ATURHAT 053 WS HATIAT b T4
fairr TeaTewaTe ol & arfed @ & Y GfTerae aeal | 053 Wt HATAHT b qaT
foira Fegqresare (Aol &=ar yarfed woiHed TR-fadia GeanTd 89da® Ja1e AUhl ofihl 9T
§R.& Yfqera T afed d91 aRARER SAah JATe AUH! Hoflehl H9T 30.¥ YA Teehl & | Afereal
FYR! AT AATTHT T&AT H9T FAM: £3.0 gfAera T 30,0 gfqera @l faar |

2053 I HATAHT o JAT faiT FRATEwer] THMT @bl FoIHed AT eI (FT T4 TR-
FTSTIAE) BT GIETHAT 9%, T @Rl & A BRI {Idr QLT €3.5 Tiqerd 8l & |
0GR WSS HATRTAT Tl Iy Fatted setiehl 39T FHT: 9%, Y Ffaerd T &% 0 yfderd e far |
qifde a9 053/53 ®1 TR WlEATHT S 97 faiid GeqEEsd! d¥=TAr TEhl wofrqed (Ao
SRl ol 9.9 ITaeTd, ST &rAcdhebl oll 43.0 FqTd, ATATATT, oA TAT raoiieb JaT
SATheRT Bl 9.4 TAT, AT IS &Tdhe! oAl &5 AT, TaT FUNT &TTHebT Holl
¥ 0 giaerd ¥ fad, AT quT = G SAdhe! well 0.% Jraerad gl g A HT ATdAh A
FAT 3.¥ Glqdd gdehbl B |

g ol wds T o =
053 TS HATRTHT R0 ATvred S, q© fasra Fw, q fag s, wq efaa faxiar @ T 9
qataR s S T TEAT Q0% FeT dF qAT fAi ARATEE ASATAAAT WH B | 2053 HAR
AT b qa7 faii Teares (ergfad faiir TRATaHd) #1 el g 99 4R% TEHMT 053
S HATTAT 99,3¥¥ TEH B | 053 T AATTAT ‘%', @ T U a9l S qgr faig qeamar
TEHT (HET GTATEEd! TS@IT & FIS 30 A1 SY BR %Y ekl g T &l Grdlewd! qg&ll 0
@ ¥ BN RSy TEH G |

0GR WS HATAHT WYY 3R @R T TP 063 WS HATHA] U¥.03 HIH AUH & |
053 S HATRAHT AT aiiR Goiihe . ¥ SU¥ 3 U4 HS FEIH HUH B | 3063 T
HHTTHT TR IS0 & % ¥R3 (6 0% &S el (97 | 053 S HATH] TSR {160
F MEed IAEARN K. 3¥ GITqT FWHMT 053 TS HATIAT 90 43 gfdqerd T@Hl & | 2053
ST AATAH] AT Wb TSl [AAdSAT AT FFIAIE®dl @ 329 Wl T | Foidhd
FEIAEEHET 433 S TAT fairr TeAT T ST HFIAT TEhT B 9 QOY, TATTed BT, I3, IATEH
FAT YT IEAM, R &led, 8 AT HFI1, ¥ ATARE F¥T T 10 I+ THEH! Wl & | 053
STCGHT ekl hFIAIEeEh] H&dl RUR Tgehl (4T |

TAET FFIAEEHA qb qAT faeira gear ¥ frar FFreT fadres aeie SofreoreT fegar Ko
gieTd EHT B | AL, AATTHqd FEIAIET [T Q0. FeTerd, =T FFwren! B & .o giaerd,
IR qIT TS JARTHT feaar .0 yfaera, aamarfee deament fewar ¥.q ufderd, gdaer fewr
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=T ¢S (Paid-up Capital) :

2053 ATUTE HATHT =TT Goil . 4 A9 R F€ 4R A 9% BAR WHMA A (o [qaRany
HATHRT ATE & TANTA g ThH T, 30 FRIE 43 @@ 95 &SR a9 AT T Q0 Y(qerd o g4 ThH
T Y0 FIE | @ {0 FAR TG ATAL (FIE AT T AT AN F2 Ated) faaworer anf
T TATHT FATAT J&A1E TR G | Ih Ad 9 (a0 qe=md =ehl 9o & 4 99 3% FIS
3} @@ 20 BIR T |

ST 9T HYE® (Reserve & Surplus):
0GR HATHTE HATIHT SRIST TIT HITHT T R A9 YO FUS 5O AN 0% E9X IEHMA 053 TG
HAT=THT q0.9R faerae gig 9% & R 99 3 FRIS ¥ Aq@ U5 BN TUH B |

TAREAT HIY (Shareholder's Fund) :
0GR G HATHT Fd SRl HIT T O 79 35 FIS 39 A@ & gl TeHMT 053 ATUE
HATTAT 9 50 Gfqeraer gig 9% & © 37d Y FS Q¥ @@ 30 R AUH G |

% THT (Total Assets) :
R05R AU HATIH] & THITT & 50 AF 3Y FIUS 3R A & AR WHHAT 2053 AU HATTH
204 FIqUTA dig WE ¥ 50 AF &3 FRIE 4% AM@ ¥3 BN AUHI 7 |

&7 =@ (Deposit Mobilization) :

0GR TG HATAAT (AT gfi=mad & W3 9d ¥Q #€ 34 @@ © g TEHMT 053 UG
AT %% JTqerae gig 98 5. 95 74 9 S & a6 3¥ B AUH B | Mad qR=re=ar
A [T £0.3% gfqerd, Hgdl MaT 33.5% Yiqerd, & (MarT ¥ 33 qiaerd =redl, qo7 o+ a9
.40 gfqerd TEH g |

A Fo1 q9T 99E (Gross Loan & Advances) :
05X HTUTE HATRTHT HS1l qoT AIE B3 4 F9 65 FAS & A O FIR IWHAT 053 AUE
HATTAT 2.5 FAMA g 75 4 o0 Oy HS 9O 1 95 ZAR ATH 7 |

T AR (Interest Income):
AT.F.2059 /05 AT AT AR . & A 35 HIS YR @@ 30 §NR M ATF. R05%/053
AT Y30 Fiqerdel ¥ 95 &, § o9 ¥ FIS ¥ d@ I3 AR JUH T |

TS @9 (Interest Expenses):
ATF.3059 /05 AT ATH GF ¥. 3 379 9% FRIE 05 AMG W FWR TEHMAT ATF. J053/053 AT
Q¥.20 giqerde FHT ATE . 3 99 {5 FIS 3¥ A 53 FAR TUH G |

gg TS AR (Net Interest Income) :
AM.9.3059 /05R AT GF AT AR &, R AF &Y S ¥3 ATE YR BN WHMA ATA. 053/053
AT 5,32 HfqeTae gig 9% & I 99 % BRI 3% A ¥R §AR HUH B |

FHART @9 (Personnel Expenses):

AT.F.3059 /05 AT FHANRT @F . FS ¥3 AM@ 93 AR TEHHT AT.F. R053/053 HT 99,90
giaeTdd glg 9% 5. o3 S ¥ AE@ Y43 FAR AUH F |
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qT =A@ @9 (Other Operating Expenses):
HAT.A.305%/05R AT I F=ATA @ & ¥3 FS 93 AME &3 BAR WHMA ATA. 053/053 |
¥ 3% giaerad Jfg 9 T ¥Y FWIS ¥ A L0 R AUH F |

gq HATHT (Net Profit):

A1.9.3059/05R AT @& HATH . $¥ FAS Y& @@ 5 B WHAT AT, 053/053 AT K.
giaerae dfg 9 5. 9 FF 99 FRIS 3 99 9 TR AUH F |

fsEa &<tt (Non Performing Loan):
05X ATUTE HATTHT (R &SI AT ¥R Ufed T@HhAl 053 ATUE HATTHT [SRT Foll
FAATA %29 gfqerd UH ) |

9iT 9% AR (Earning Per Share):

0GR HATHTE HATIHT Gid 91R ATRTHT &, 93.3¥ TEHMT 053 ATHE HATIHT 9id MR ATFRTHT

FRR9% 9TH B
ATAFT TAT SITHT FIHE T S BT SO ©

FUIET AT ATART, JRATHE BT AT AT RTTHAT T STTAT T bel dh 5. U FE
YR AT 33 B9, ATTHET T %, U] FE Y @@ &% E9R T HA & V8 FS 03 @ & &9
FTHTT BITHAT STHAT TR T [eprar el Yeaer SqHT ASTHT AN TR & |

i qor Sy aikfeafaare FFmte! SRSHAT TRl TE

ATF TAT AT AIAAB TAE TTLT/ AT TTAT TF Aol HRIARAT T T | ATATTHET
ATTF AT AUFS (999 AITHT Ho(Id AGLATH TG TIT AT FTAT ST ATTAHT
I FERATE AGAT AR &aT FIehl FAGHATAAATS [AIATI TS SAGH ATHIIHT AT HFEATIH
qicerg e B |

I A BN ITATE T AR AT FoATAE QAT TR

o fefstea fpg Jarar IMewsT Test Tgo RATST ¥ ed A= (G979 enne {58 97 mewaa
¥ faeaEH T aEs |

o T ANHETE g4 TS AT 99 gfg T8 o+ Afehg Famewdre g4 ¥ = aramr (Non
Interest Income) T JTATHHATAT TG-S, |

o FEEY faER ¥ AEAEF EARATS qAATCHE ATHH ATARHAT IMMST qeTs [AsRT Foll
AT AT IR FTATAATS HH TR, |
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INDEPENDENT AUDITOR'S REPORT
To The Shareholders of M/s Shine Resunga Development Bank Limited

Report on the Audit of Financial Statements

Opinion

We have audited the accompanying Financial Statements of M/s Shine Resunga Development Bank
Limited(referred to as the “Bank”), which comprises the Statement of Financial Position as at Ashadh
32, 2083 (July 16, 2026), and the Statement of Profit or Loss, Other Comprehensive Income,
Statement of Changes in Equity and Statement of Cash Flows for the year then ended, and notes to
the financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying Financial Statements give a true and fair view, in all material
respects, the Financial Position of the Bank as at Ashadh 32, 2083 (July 16, 2026), and its financial
performance and its cash flows for the year then ended in accordance with Nepal Financial Reporting
Standards [NFRS].

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Auditing [NSA]. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Bank in accordance with the
ICAN’s Handbook of Code of Ethics for Professional Accountants, together with the ethical
requirements that are relevant to our audit of financial statements in Nepal, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. We have determined the matters described
below to be the key audit matters to be communicated in our report:

a) Interest Income:
The Bank has implemented NRB's Guidance
Note on Interest Income Recognition, 2025.
The guidelines require staging of loans
(Stage 1, 2, 3) with different recognition
methods - accrual basis for Stage 1 & 2

Our audit approach included:

a. Obtained understanding of the Bank's
implementation framework and tested
quarterly interest computation processes
at account level.

based on coupon interest rate and cash
basis (incremental) for Stage 3 assets. The
transitional arrangement involves complex
quarterly tracking at account level and
reconciliation between interest suspense,
accrued interest, and actual collections.
Given the significant system changes,
manual interventions during transition, and
risk of misstatement in interest income, we
considered this as a key audit matter.

b. Verified staging classification (Stage 1,
2, 3) for sample loans based on ECL
guidelines and tested stage migration
reports.

c. For Stage 3 assets, tested cash basis
approach by tracing collections to bank

statements, recalculating interest
suspense movements, and verifying that
suspense  doesn't exceed accrued
interest.

In association with
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b)

c)

Investment valuation, identification and
impairment:

Investment of the bank comprises of
investment in government bonds, T-bills,
development bonds and investment in
quoted and unquoted securities. The
valuation of the aforesaid securities has
been done in compliance with NFRS 9 and
NRB Directive number 8. The investment in
the government and NRB bonds and T-bills
has been done on Amortized cost and rest
have been valued through Fair Value
through Other Comprehensive Income. The
valuation of the investment requires special
attention and further in_ view of the
significance of the amount of the investment
in the financial statement the same has been
considered as Key Audit Matters in our
audit.

Impairment of Loans and Advances:

Requirement under NFRS 9 read with
(carve-out on NFRS-9 issued by ICAN
dated 2082/05/09 and opted by Bank),
bank shall measure impairment loss on
loans and advances at the higher of:

d) Amount derived as per norms
prescribed by NRB for loan loss
provisioning or;

b) Amount determined as per para
5.5 of NFRS adopting the
expected credit loss model

As per the norms prescribed by the NRB,
provision at the prescribed rate shall be
created on the loans and advances based
on overdue status of loans and advances as
well as utilization status of the facility,
status of security etc. Hence, assessment of
availability and accuracy of data for
impairment under NRB provisioning norms is
regarded as key audit matters.

Expected credit losses of loans and
advances measured at amortized cost as
disclosed in Note 3.4.6 (Notes to the
Financial Statements)

This was a key audit matter due to

e The involvement of significant
management judgements, assumptions
and level of uncertainty associated with

d. Performed reconciliation between CBS
interest calculations and GL entries and
verified quarterly interest income
aggregation.

Our audit approach regarding Investment of
the bank is based on the NRB Directive and
NFRS issued by the Accounting Standard
Board of Nepal.

For the investment valuation that are done at
amortized cost, we checked the EIR and
amortization schedule on test basis.

For the investment valued through OCl i.e. for
quoted investment, we relied on the Last
transaction price in NEPSE as on 16.07.2026.
And for the unquoted investment the fair
value has been determined based on latest
available Net Assets Value (NAVY), i.e.,
Level 3 valuation. Further the income and
bonus have been cross verified from Demat
statement of the bank wherever applicable.

Our audit approach included:

a. Reviewing the overdue status of loans
and advances by obtaining data from
the system and matching the same with
NRB 2.2 report.

b. Sample credit files were reviewed for the
purpose of assuring the utilization of loan
& advances for the intended purpose,
account movement and account turnover.

c¢. Assessed the alignment of the Bank’s
Impairment for expected credit losses
computations and underlying
methodology including responses to
current economic conditions with its
accounting policies, based on the best
available information up to the date of
our report.

d. Evaluated the design, implementation
and operating effectiveness of controls
over estimation of expected credit losses,
which included assessing the level of
oversight, review and approval of
impairment for expected credit losses,
policies and procedures by the Board
and management.

e. Tested the completeness, accuracy and
reasonableness of the underlying data
used in the expected credit loss

computations by dagreeing details to
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estimating future cash flows to recover
such loans and advances; and

« The materiality of the reported amount of
expected credit losses.

Key areas of significant judgements,
assumptions and estimates made by
management in the assessment of expected
credit losses for loans and advances include
forward-looking macroeconomic scenarios,
associated weightages and considerations
that indicate significant increase in credit
risk. These are subject to inherently
heightened levels of estimation uncertainty.

Information of such key estimates,
assumptions and judgements are disclosed
in Note 3.4.6.

Information Technology:

IT controls with respect to recording of
transactions, generating various reports in
compliance with NRB guidelines and other
complionces to regulators is an important
part of the process. Such reporting is highly
dependent on the effective  working of
Core Banking Software and other allied
systems.

In

relevant source documents and

accounting records of the Bank.
Evaluated the reasonableness of credit
quality assessments and related stage

classifications.

addition to the above, the following

procedures were performed:

g.

For loans and advances assessed on an
individual basis for impairment:

Tested the arithmetical accuracy of the
underlying individual impairment
calculations.

Evaluated the reasonableness of key
inputs used in the impairment for
expected credit losses made with
economic conditions. Such evaluations
were carried out considering the value
and timing of cash flow forecasts
particularly relating to elevated risk
industries and status of recovery actions
of the collaterals.

For loans and advances assessed on a
collective basis for impairment:

Tested the key inputs and the calculations
used in the impairment for expected
credit losses.

Assessed  the reasonableness  of
judgements, assumptions and estimates
used by the Management in the
underlying methodology * and  the
management overlays. QOur testing
included evaluating the reasonableness
of forward-looking information used,
economic scenarios considered, and
probability weighting assigned to each
scenario.

Assessed the adequacy of the related
financial statement disclosures set out in
Disclosure 3.4.6 (Notfes to Financial
Statements)

Our audit approach regarding Information
Technology of the bank is based upon the
Information Technology Guidelines 2012
issued by NRB and it also included:

a.

Understanding of IT process, mapping of
application and  control  measures
adopted by the bank such as users’
access and authority across operating
systems.

Verification of the interest income and




We have considered this as key audit deposit on test basis with the CBS of the

matter as any control lapses, validation bank.
failures, incorrect input data and wrong c. Reliance on the IT audit conducted by the
extraction of data may result in wrong bank.
reporting of data to the management, d. Verification of the provisioning of the
shareholders and regulators. loan and advances based on ageing on

the test check basis

Other Information

Management is responsible for the preparation of other information. The other information comprises
the information included in the Annual Report but does not include the Financial Statements and our
auditor’s report thereon.

Our opinion on the Financial Statement does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in the
audit, or otherwise appears to be materially misstated.

Responsibilities of Mdnagemenf and Those Charged with Governance for the Financial
Statements

Management is responsible for’the preparation and fair presentation of the Financial Statements in
accordance with NFRS, and for such internal control as management determines is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the Financial Statements, management is responsible for assessing the Bank’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Bank or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of Financial Statements

Our objectives are to obtain reasonable assurance whether the Financial Statements as a whole are
free from material misstatement, whether caused due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee ' that an audit, conducted in accordance with NSAs will always detect a material
misstatement when it exists.

. As part of an audit in accordance with NSAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

"o |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, international omissions, misrepresentations, or the
override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the bank’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.




e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related fo
events or conditions that may cast significant doubt on company’s ability to continue as going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to related disclosures in the financial statements or, if such disclosure is
inadequate, to modify our audit opinion. Our conclusions are based on the audit evidences
obtained up to date of our auditor’s report. However, future events or conditions may cause the
Bank to cease as a going concern.

e Evaluate the overall presenfation, structure and content of the financial statement, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

e Obtain sufficient and appropriate audit evidence regarding the financial information of the
Bank’s Activities to express an opinion on Financial Statements.

We communicate with those charged with governance, regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Report on Other Legal and Regulatory Requirements

We have obtained information and explanations asked for, which, to the best of our knowledge and
belief, were necessary for the purpose of our audit. In our opinion, the statement of financial position
as at 16 July 2026 (32 Ashadh 2083), the statement of profit or loss, the statement of comprehensive
income, statement of changes in equity, and statement of cash flows for the year then ended and
notes to the financial statements, including a summary of significant accounting policies have been
prepared in the format prescribed by the Nepal Rastra Bank Unified Directives No. 4 and in
accordance with the requirements of the Companies Act, 2063 and Section 59 of the Banks and
Financial Institution Act, 2073 and are in agreement with the books of account maintained by the
Bank; and proper books of account as required by law including relevant records relating to the
preparation of the aforesaid financial statements have been kept so far as it appears from our
examination of those books and records of the Bank.

In our opinion, the returns received from the branches were sufficient for the purpose of the audit
though these statements were independently not audited. i

In our opinion, so far as appeared from our examination of the books, the Bank has maintained
adequate capital funds and adequate provisions for possible impairment of assets in accordance
with the directives of Nepal Rastra Bank.

To the best of our information and according to explanations given to us and so far appeared from
our examination of the books of account of the Bank, we have not come across cases where the Board
of Directors or any employees of the Bank have acted contrary to the provisions of law relating to
the accounts, or committed any misappropriation or caused loss or damage to the Bank and violated
any directives of Nepal Rastra Bank or acted in a manner to jeopardize the interest and security of
the Bank, its depositors and investors.

Senior Partner

Date: 28/05/2083

Place: Naxal, Kathmandu, Nepal
UDIN: 260913CA00461brdSc



Statement of Financial Position
As on Ashad End, 2083 (16th July, 2026)

Particulars

Cash and cash equivalent
Due from Nepal Rastra Bank

Derivative financial instruments
Other trading assets

Loan and Advances to B/Fls
Loans and advances to customers
Investment in securities

Current Tax Assets

Investment in subsidiaries
Investment in Associates
Investment property

Property and equipment
Goodwill and Intangible Assets
Deferred tax assets

Other assets

TOTAL ASSETS

LIABILITIES

Due to Bank and Financial Institutions
Due to Nepal Rastra Bank
Derivative Financial instruments
Deposit from customers
Borrowings

Current Tax Liabilities

Provisions

Deferred tax liabilities

Other liabilities

Debt securities issued

Subordinated Liabilities

TOTAL LIABILITIES

EQUITY

Share Capital

Share Premium

Retained Earning

Reserves

Total equity attributable to equity holders
Non-controlling interests

TOTAL EQUITY

TOTAL EQUITY AND LIABILITIES
Contingent liabilities and commitment
Net assets value per share

Placement with Bank and Financial Institutions

Notes

41
4.2
4.3
4.4
45
4.6
4.7
4.8
4.9
4.10
41
412
4.13
414
4.15
4.16

4.17
418
4.19
4.20
4.21
4.9
4.22
4.15
4.23

424
425

4.26

4.27

4.28

As on Ashad End, 2083

1,644,969,328
3,489,669,377

688,357,731
63,216,944,620
17,235,625,923

206,598,395
655,698,234
134,988,728
10,388,371
342,703,084
87,625,943,791

266,971,920

77,852,662,136

430,767

548,353,714
998,094,792

79,666,513,329

5,021,972,730
814,025,853
2,123,431,879
7,959,430,462
7,959,430,462
87,625,943,791
1,202,415,795
158.49

As on Ashad End, 2082

2,117,894,019
3,273,571,333

1,314,092,375
56,907,122,137
15,293,576,045
114,086,111

151,994,995
715,113,563
136,856,902
328,899,067
80,353,206,546

725,979,531

71,767,128,445
365,678

26,957,042
449,067,316

72,969,498,012

4,875,701,680
668,505,485
1,839,501,370
7,383,708,534
7,383,708,534
80,353,206,546
1,767,694,601
151.44

As per our attached report of even date

For NBSM & Associates
Chartered Accountants

FCA. Durga Prasad Gnawali

Senior Partner

Date : Bhadra 28, 2083
Place : Kathmandu
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Bhuwan Prasad Panth
Chief Finance Officer

Er.Suraj Upreti
Director

Namrata Bhandari
Director

For and on Behalf of Board of

Shine Resunga Development Bank Ltd

Prakash Poudel
Chief Executive Officer

Birendra Bhusal
Director

Dr. Himal Bhattarai
Director

Thaneshor Poudel
Chairman

Birendra Bista
Director

Prof. Dr. Ganesh Prasad Pathak
Independent Director
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Statement of Profit or Loss

For the period commencing on Shrawan 1, 2082 and ending on Ashad 32, 2083

Particulars Notes FY 2082-83 FY 2081-82

Interest Income 4.29 6,047,123,999 6,385,230,245
Interest Expense 4.30 3,183,482,136 3,740,871,184
Net interestincome 2,863,641,862 2,644,359,061
Fees and Commission Income 4.31 356,084,485 337,334,266
Fees and Commission Expense 4.32 41,344,091 35,438,220
Net fee and Commission income 314,740,394 301,896,046
Net interest fee and commission income 3,178,382,256 2,946,255,107
Net Trading Income 4.33 - -
Other Operating Income 4.34 28,170,766 31,500,413
Total operating income 3,206,553,022 2,977,755,520
Impairment charge/(reversal) for loans and other losses 4.35 286,607,256 950,401,153
Net Operating income 2,919,945,766 2,027,354,367
Operating expenses

Personnel Expense 4.36 836,453,541 714,313,811
Other Operating Expenses 4.37 293,026,871 278,967,893
Depreciation and amortisation 4.38 122,078,758 122,957,115
Operating Profit 1,668,386,597 911,115,549
Non operating income 4.39 - 1,100,000
Non operating expense 4.40 60,386,749 15,734,530
Profit before income tax 1,607,999,848 896,481,019
Income tax expense 4.41 497,688,570 250,853,032
Current tax 515,165,818 281,463,467
Deferred tax Expenses/(Income) (17,477,247) (30,610,435)
Profit for the period 1,110,311,278 645,627,987
Profit attributable to:

Equity holders of the bank 1,110,311,278 645,627,987
Non-controlling interest - -
Profit for the period 1,110,311,278 645,627,987
Earnings per share:

Basic earnings per share 221 13.24
Diluted earnings per Share 221 13.24

For and on Behalf of Board of
Shine Resunga Development Bank Ltd

As per our attached report of even date

For NBSM & Associates
Chartered Accountants

Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel

Chief Finance Officer Chief Executive Officer Chairman

FCA. Durga Prasad Gnawali Er.Suraj Upreti Birendra Bhusal Birendra Bista

Senior Partner Director Director Director

Prof. Dr. Ganesh Prasad Pathak
Independent Director

Date : Bhadra 28, 2083 Namrata Bhandari Dr. Himal Bhattarai

Place : Kathmandu Director Director
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Statement of Other Comprehensive Income
For the period commencing on Shrawan 1, 2082 and ending on Ashad 32, 2083

Particulars

Profit for the period
Other comprehensive income, net of income tax
a) Items that will not be reclassified to profit or loss

- Gains/(losses) from investment in equity instruments measured at
fair value

- Gains/(losses) on disposal of equity shares recycled to equity
- Gains/(losses) on revaluation

« Acturial gain/(losses) on defined benefit plans

» Income tax relating to above items

Net other comprehensive income that will not be reclassified to profit
orloss

b) Items that are or may be reclassified to profit or loss
« Gains/(losses) on cash flow hedge

« Exchange gains/(losses)(arising from translating financial assets of
foreign operation)

» Income tax relating to above items
« Reclassify to profit or loss

Net other comprehensive income that are or may be reclassified to
profit or loss

¢) Share of other comprehensive income of associate accounted as
per equity method

Other comprehensive income for the period, net of Income Tax
Total comprehensive income for the period
Total comprehensive income attributable to:

Equity holders of the Bank

Non-controlling interest

Total Comprehensive income for the period

Notes

FY 2082-83

1,110,311,278

(67,162,360)

13,909

935,141
19,863,993
(46,349,317)

(46,349,317)
1,063,961,960

1,063,961,960

1,063,961,960

FY 2081-82

645,627,987

61,325,104

1,916,951

(7,138,506)
(16,831,065)
39,272,484

39,272,484
684,900,471

684,900,471

684,900,471

As per our attached report of even date

For NBSM & Associates Bhuwan Prasad Panth

Prakash Poudel

Chartered Accountants Chief Finance Officer Chief Executive Officer
FCA. Durga Prasad Gnawali Er.Suraj Upreti Birendra Bhusal
Senior Partner Director Director

Date : Bhadra 28, 2083
Place : Kathmandu

Namrata Bhandari

Director Director

Dr. Himal Bhattarai

For and on Behalf of Board of
Shine Resunga Development Bank Ltd

Thaneshor Poudel

Chairman

Birendra Bista

Director

Prof. Dr. Ganesh Prasad Pathak
Independent Director
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Statement of Cash Flows
As on Ashad End, 2083 (16th July, 2026)

Particulars

Cash flows from operating activities

Interest Received

Fees and other income received

Dividend Received

Receipts from other operating activities

Interest paid

Commission and fee paid

Cash payments to employee

Other expense paid

Operating cash flows before change in operating assets and liabilities
(Increase)/Decrease in operating assets

Due from Nepal Rastra Bank

Placement with bank and financial institutions

Other Trading assets

Loan and advances to bank and financial institutions
Loan and advances to customer

Other Assets

Increase/(Decrease) in operating liabilities

Due to bank and financial institutions

Due to Nepal Rastra Bank

Deposits from customers

Borrowings

Other Liabilities

Net Cash flow from operating activities before tax paid
Income taxes paid

Net Cash flow from operating activities

Cash flows from investing activities

Purchase of investment securities

Receipts from sale of investment securities

Purchase of plant and equipment

Receipt from sale of property and equipment
Purchase of intangible assets

Receipt from sale of intangible assets

Purchase of investment properties

Receipt from the sale of investment properties
Interest received

Dividend received

Net cash used in investing activities

Cash flows from financing activities

Receipt from issue of debt securities

Repayment of debt securities

Receipt from issue of subordinated liabilities
Repayment of subordinated liabilities

Receipt from issue of shares

Dividend paid

Interest paid

Other receipt/payment

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and Cash Equivalents at the beginning of the period
Effect of exchange rate fluctuations on cash and cash equivalents held

Closing Cash and Cash Equivalents at the end of periods

FY 2082-83

5,955,135,278
356,084,485
27,579,186
605,489
(3,152,869,088)
(41,344,091)
(717,729,326)
(297,336,646)
2,130,125,286
(6,167,769,438)
(216,098,044)

625,734,644
(6,563,602,021)
(13,804,017)
5,577,123,307
(459,007,611)
6,085,533,691
(365,678)
(49,037,095)
1,539,479,155
(400,360,067)
1,139,119,087

(2,009,233,879)
21,640
(58,415,907)
655,360
(3,034,708)
(74,303,400)
19,700,000

(2,124,610,893)

1,000,000,000

(487,570,168)

512,429,832
(473,061,974)
217,894,019
137,282
1,644,969,327

FY 2081-82

6,489,126,955
338,434,266
10,304,673
19,832,625
(3,738,122,366)
(35,438,220)
(628,428,927)
(199,003,192)
2,256,705,814
(6,058,969,239)
(535,082,634)

436,517,363
(5,964,509,058)
4,105,090
5,919,379,945
356,953,797
5,810,904,099
(4,244,563)
(244,233,388)
2,117,116,520
(265,207,488)
1,851,909,032

(1,689,370,242)
(218,948,487)
1,339,182
(5,441,445)
(21,977,652)

(1,934,398,644)

(23,674,091)

(23,674,091)
(106,163,703)
2,224,033,789
23,934
2,117,894,019

As per our attached report of even date

For and on Behalf of Board of

For NBSM & Associates
Chartered Accountants

Prakash Poudel
Chief Executive Officer

Bhuwan Prasad Panth
Chief Finance Officer
Birendra Bhusal

FCA. Durga Prasad Gnawali Er.Suraj Upreti

Senior Partner Director Director
Dr. Himal Bhattarai

Date : Bhadra 28, 2083 Namrata Bhandari

Place : Kathmandu Director Director

Shine Resunga Development Bank Ltd

Thaneshor Poudel
Chairman

Birendra Bista
Director

Prof. Dr. Ganesh Prasad Pathak
Independent Director

(@ | o ot s

Y | 37a. R0¢3/¢3

&%



8LT'lIE DI

€€G'80L'€8E"L

££5'80L'€8€'L
(£91'610'L£T)

§80'aLS
0€l'06e

(ger'oog’t)
(8t5'789'9€2)

v£S'€28'82L

(¥56'966)

8EV'69C Y

€90'€T6'EY
£86'£29'aV9

99/'v06'168'9
99.'706'168'9

Aynb3 jpyo1

1sa193u|

Buyjjonuod
-uoN

8LT'LIEOILL

€€G'80L'€8E'L

££6°80L'88"L
(£91'610'£T)

§80'SLS
0€1'06€

(ger'oog’t)
(875'789'9¢€2)

£5'€28'82L

(¥56'966)

8EV'69C' Y

€90'€T6'EY
£86'£29'aY9

99/'706'168'9

99.'v06'168°9

ol'sov'eL

olL's9v'zL
le'sse’L

(9ev'eLq’e)
0829579
(rL0'1€9"8)
rS'€€0el

(r56'966'v)

(¥56'9667)

€G/'9/0'0L

€SL'9L0°0L

aniasay
18Y10

8LT'lE DI

48%'505'899
68Y'505'899
(0z0'16€'88Y)

l9g'eeq’l
0€l'o6e

(ger'oog't)
(85'789'9€2)
(6zL'0l0CYL)

(926'898')
1108929

(ceeerl'Ll)
ovl'0r6'68
9EV'ELSE
(08z'9519)
¥L0€9'8
(re'een’el)

(,6G'qel'6Cl)
£90'SY75'689

(e86'g)

€90'€T6'EY
£86'£29'aV9

LEVISE'LLY

LEV'ISE LIV

Buiuipg
pauip}oy

S 8¢5'0z6'TTL

- 825'026'22L
- (g98'1vE)

(s98'1rel)

- 8EV'69Z'VY

- 8EV'69C Y

S §G6'C66'6L

- 656'266'6L

OAI9SY
uonpn|pAdy

anlasay
an|pA 41bd

Jupg ay3 Jo s1apjoH-Aunb3a 03 sigLInqLIY

€1e'628'18¢

£1£'628°18¢€
(016'161'9L)

926'898C
(£10'892'9)

zTeTrlLL
(ovl'ov6'68)

£22'120'8SY

£22'120°8SY

EYNEEEH]
Ai0ypinbay

€6LTSY

€6L'2sY

€86°S

£86'G

6089V

608'9vY

anlasay
uonzijinb3
abupyox3

9z9'ee8’19T'l

979'c£8°192°L
886805621

06£'€8E

L6g'sel'Bel

8€9'vTeTEll

8€9'vTETEL'L

OAI9SdY
[[2E1V15]

winjwald
aipbys

6L9'10L'5/8"Y
6L9°10L'SL8'Y
62L'010"ChL

056'069°€EL'Y

056'069EEL'Y

1P)dpD aipys

XD] JO 18N ‘auwoou] aalsusyaidwod 18yio
108A 8y} 10§ 1yoid

1024 8y} 10§ swodu| anisuayasdwod

280T 10 UDMDIYS 10 8oUD|Dg
ﬂcmEmycumm‘_\mucwEuw:_E‘

280€ ‘PuU3 PRYSY 3p 3dub|bg

S19JSUDI] PUD SUOHNGLIUOD [DIOL

pun4 uoppz||inb3 JuswIsaAU| 0} J8JSUDIL JBYIO
[11MPO0S

120 ol

payISSOID 81PYS JO [SOdSIQ UO UIP UO XD | JUBLIND
100 01Ul payIssp|D 8ipys Jo |[psodsig uo uipy
sasuadxa anss| 810ys JO 108} X0 |

10odw|

xp] -Alnba 01 pabipyo Ajpoalip seuadxe anss| aioys
pliod puspialg ysod

panss| saipys snuog

slep|oH-A1nb3 03 puepinig

sjuawAng paspg a1pys

panss| a1pys

1031dDD B1pYs 0 WinjwaId oI PaIsjsuUD.) JUNOWY
Aynba

ul paziubodai A|39a41p ‘SIBUMO Y3IM SUOIIODSUDIL
$SO7 |PLINIOY 10} dA18s8Y Alojo|nBay Jo uonpaId
VaN 10} on1esay Aloyp|nBay Jo uonpeId
JUBUISBAU|

Ul uooNPay o) anlasay AlooinBay jo uoppald
OAI8SeY XD plIslad JO UolnaId

B|CIDAIO0BY 158183U| PANIODY IO} JoJsupl|

puN4 ¥s9 Jo uono:

pun4 ¥ Jo uonpaID

pun4 BujuipiL jo uonpz|nN

pun4 BujuipiL jo uoppald

paiinbai 1860]

ou aAJ1esaY JuBWISNPY JusWIISaAU| JO Jususnlpy
108A 8y} BuLINp senlasay |DIBUSSD O} JaysupiL
1pak ay3 1oy swosuj anisuayasdwod |pyoL
(uonoiado ubieioy Jo s18sSD [PIOUDUY

Bunpisup.y wouy Buisup) (sesso) /suiob aBubyox3
abBpay moj} ysbo uo (sessol) [sulbo

sup|d jyouaq paulyep uo Ammmmo_V\c_cm |oLNOY
uolPN|PABI UO (S88S0]) [SUIDY

ON|DA 1D} 1D PBINSDAUL SJUBLUNISUL

Aynbe uj Juswiseaur woly (sessol) [suIbo
XD1 J0 39N ‘awodu] anisuayasdwod 18410
sBuluIng pauipiay 1o} sjuswalsnipy

1084 8y3 10} 1401d

1pak ayj 10) swosu| anisuayasdwod

180T ‘L0 UPMDIYS 10 9oUD|0g
wu:uEwauuwm..\ma:wEamz_v<

1802 ‘PU3 PRYSY 1D a2unjpg

sipINdIARd

£80¢ 'Z€ poYysy uo Buipus pup Z80g ‘| UpMbIYS uo Buiousuwiwiood pousad ay) 104

Aynb3 u sabuny) jo Juswayms

&9

q¢alt arffe wfdraes
JMd. 0¢3/¢3

)




10310841q JUspUadapu|
NPYIdd PRSPid Ysaubo *1q-oid

10310841Q
p3sig bipualig

upwiIbYD
|apnod JoysaubyL

pP31>jupg Juawdojanag pBunsay aulys
JO pIDOg JO J|PYySg UO puD 104

[ T97"0cV 656'L
(zeo’ove'ssy)

eLY
€/8'88¢

(ol6'z96)
(891'0£5L8Y)

096°196°€90°L

665759

(916'€00't)

10310841Q
1Ip}OYG [PWIH *Id

10310841Q
|pSnyg pipuaiig

190UJO BAIND8XT JOIYD
|opnod ysmpid

10310841Q
HppUDYg PIDIWDN

10108110
naidn [pansa3

190UJO BoUDUI JOIYD
yiund ppsbid uomnyg

NPUDWYIDY : 89D|d
£80¢ ‘8¢ pIppyg : 8104

leulipd Joluss
1IPMDUYS ppsbid bBing "vo4

S1UDIUNODDY PBIBLIbYD
S9)PI20SSY 3 WSEAN 104

2)pp UaAa jo Jodas payspyw ano sad sy

T97'0¢v'656'L | GPE 0666 | £48'GCO VI8
(zeo'ovz'ssy) | 9£9'0L8'9 (685'95L'96)

eLY relll
£/8'88¢ €/8'88¢

(ol6'z96) (o16'z96)
(891'0£9"L8Y) (891'0£9"L8Y)
- (0g0'1LT'9vL)

S 5 665759

(ew'aLl'Le)

(Lve'LLy'Ln)

- (608'0€'LS)
- (av0'c66'7) | G¥0'T66'Y
- el'eolll (ew'eori)
- (vez'a9l’el) | vez'solel
- €98'7C6'EL (e98'vze'el)

- (94z'290'2eT)
096'196'€90°L 665759 £56'9LZ'01L'L
- (1zere)

665799 665759 -

(916'00'LY) - -

978'906'SL | c888vlc8y | €Il L8P €99'868° €8V L | - 0EL'CL6'120'S
(9¢L's) 0LS'61€'101 - £€0'590'22T - 0S0°'LLT'9TL
(9eL's) z8LT
- 080'lLT'OYL

(66G'799)

[48VAVA4
- LYT'LLY'LL
- 608'02€'LS -

94¢'790'2CT
(o16'c00'2y) | - 1ze've - - -
Ice've

(916'€00'LY)

£80¢ 'PUT PPYSY 1D 53UD[bY |
suonnqsia pup Ag suonnquiuod |poL

pun4 uoppzijinb3 JUsWISaAU| O} J8JSUDI JOYIO

100 oI

pauIssp|D 81pys Jo [psodsig Uo UIDS Uo XD | Jualind
100 03Ul PaYISSPID 8IDYS 0 [psodsig uo uiPe
sosuadxe anss| 81DYs JO }08}40 XOL

10oduw

x0] -Ainba 03 pabipyo Ajpoalip seusdxe anss| 810ys
pIod pUSPIAIQ UsSPO

panss| salpbys snuog

siap|oH-A1Nb3 03 puspIAlg

sjuswAnd pesbg aioys

panss| 810ys

1p3dDO 2J0Ys 03 WinjwaId Wol) PaIIajsupl} JUNOWY
Anb3

ul paziubodai A|393.1p ‘SISUMO YIIM SUOIIODSUDIL
$S07 |PLUNIOY 10} aAIasay Aloyp|nBay Jo uonnaid
VaN Joj oniesay

A1o3p|nBoay wouy sBuiuipg paulniay 03 Jejsuni]
JUBWIISBAU|

Ul UonONPaY 10} BAI8SaY Al0IpINBaY Jo UoHPBID
aAl9saY XD PalIseQ JO UoinaId
B|gDAI08Y 1S818)U| PANIDDY 10} OAISSDY

A1o3p|nBay wouy sBuiuipg paulniay 03 Jejsuni)
pun4 ¥sO 4O UOKPZIIIN

pun4 ¥$O 4O UOKDBID

pun4 Buuipbi] Jo uonp:

pun4 BujuipiL jo uonpaId

108A ay3 Buunp Buiuip3i pauipiay 03 Jejsuni]
10aA 83 Buunp senlasay [DI8USS 0] 18Jsunl|
1pak ay} 10} swodu| anisuayaidwod [proL
(uonpiado ubaloy Jo S18SSD [DIOUDUY

Bunpisup.y wouy Buisup) (sesso) /suibb aBubyox3
abpay moj} ysno uo (sessol) [sulbo

sup|d Jyausq pauysp uo Ammmmo_V\c_om |DLINIOY
uoNPN|PASI UO (S88S0]) [SUIDD

BN|DA JIDJ 10 PAINSDOW SIUBWINISUI

Aynba uj Juswisaaul woly (sessol) [subo

&C

9¢3lt T1ffe gftaes
3Md. 0¢R/¢3

>

7
{
\



Statement of Distributable Profit or Loss
As on Ashad End, 2083 (16th July, 2026)

Particulars

Net profit or (loss) as per statement of profit or loss
Appropriations:
a. General reserve
b. Foreign exchange fluctuation fund
c. Capital redemption reserve
d. Corporate social responsibility fund
e. Employees' training fund
f. Other
Investment Adjustment Reserve
Share issue expense charged to equity
Net Gain on Disposal of Shares
Transfer from Reserve during the year (CSR & Traing Fund)
Profit or (loss) before regulatory adjustment
Regulatory adjustment:
a. Interest receivable (-)/previous accrued interest received (+)
b. Short loan loss provision in accounts (-)/reversal (+)
c. Short provision for possible losses on investment (-)/reversal (+)
d. Short loan loss provision on Non Banking Assets (-)/reversal (+)
e. Deferred tax assets recognised (-)/ reversal (+)
f. Goodwill recognised (-)/ impairment of Goodwill (+)
g. Bargain purchase gain recognised (-)/resersal (+)
h. Acturial loss recognised (-)/reversal (+)
i. Negative Fair Value Reserve charged to RE
j- Other (+/-) Investment Adjustment Reserve
Net profit for the period end of Ashad 2083 available for distribution
Opening Retained Earnings
Adjustment in Opening RE due to NFRS 16
Distribution
Bonus Shares Issued

Cash Dividend Paid

Distributable profit or (loss)

FY 2082-83

1,110,311,278

(222,062,256)
(34,321)
(11,103,113)
(13,924,863)

(674,037)
11,127
18,157,340
880,681,156

(57,320,809)

(27,176,112)
(17,477,247)

654,599

779,361,586
668,505,485

(146,271,050)
(487,570,168)

814,025,853

FY 2081-82

645,627,987

(129,125,597)
(5,983)
(6,456,280)
(13,033,541)

(910,305)
1,533,561
12,104,509
509,734,350

89,940,140

6,263,017
(17,142,322)

(2,868,925)

585,926,260
417,351,437
43,923,063

(142,010,729)
(236,684,548)
668,505,485

As per our attached report of even date

For NBSM & Associates
Chartered Accountants

Bhuwan Prasad Panth
Chief Finance Officer

FCA. Durga Prasad Gnawali Er.Suraj Upreti
Senior Partner Director Director

Date : Bhadra 28, 2083
Place : Kathmandu Director Director

Namrata Bhandari

Prakash Poudel
Chief Executive Officer

Birendra Bhusal

Dr. Himal Bhattarai

For and on Behalf of Board of

Shine Resunga Development Bank Ltd

Thaneshor Poudel

Chairman

Birendra Bista

Director

Prof. Dr. Ganesh Prasad Pathak

Independent Director
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Notes to the Financial Statements

Shine Resunga Development Bank Limited
Year ended 16th July 2026

1. Reporting Entity
1.1 General
Shine Resunga Development Bank Limited (“The Bank”) is domiciled and incorporated in Nepal as a
“B" class National Level Development bank, registered as a Public Limited Company under Companies
Act 2063 on 26th Bhadra 2065. Its financial transaction has been started from Falgun 11, 2065 after the
approval from Nepal Rastra Bank as B class National Level Development Bank. The registered address
of the Bank is located at Butwal Sub-Metropolitan City Ward No 11, Kalikanagar, Rupandehi, Nepal. Shine
Resunga Development Bank Limited is listed on Nepal Stock Exchange with its stock symbol "SHINE".

1.2 Financial Statements
The Financial Statement of Bank for the year ended 16th July, 2026 comprises Statement of Financial
Position, Statement of Profit or Loss, Statement of Other Comprehensive Income, Statement of Changes in
Equity, Statement of Cash Flows, Statement of Distributable profit or Loss, Notes to the Financial Statements
and Significant Accounting Policies of the Company.

1.3 Principal Activities and Operations
The Bank has been offering wide range of Financial Services encompassing acceptance of deposits,
corporate and retail credit, micro credit, project financing, hire purchase financing, corporate and personal
banking, internet banking, mobile banking, remittance facilities, issuing of debit card, ATM related services,
dealing in government securities and treasury related products, agency services and other services
permitted by the Banking and Financial Institutions Act, 2073.

2. Basis of Preparation
2.1. Going Concern
The financial statements are prepared on a going concern basis, as the Bank is satisfied that the Bank has
the resources to continue in business for the foreseeable future. In making this assessment, the Board of
Directors have considered a wide range of information relating to present and future conditions, including
future projections of profitability, cash flows and capital resources.

2.2. statement of Compliance
The Financial Statements of Bank for the year ended 16th July, 2026 comprising Statement of Financial
Position, Statement of Profit or loss and Other Comprehensive Income, Statement of Changes in Equity,
Statement of Cash Flows and Notes to the Financial Statements (including Significant Accounting Policies),
have been prepared in accordance with Nepal Financial Reporting Standards (NFRS), laid down by the
Institute of Chartered Accountants of Nepal and in compliance with the requirements of all applicable
laws and regulations.

The bank has applied certain carve-outs which are as described in Notes to Accounts.

2.3. Reporting Period and Approval of Financial Statements
a. Reporting Period
The Development Bank follows the Nepalese financial year based on the Nepalese calendar. The reporting
period of financial statement is as:
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Relevant Financial Statement English Calendar Nepali Calendar Date/

Date/ Period Period
Statement of Financial Position (SOFP) 16.07.2026 32.03.2083
Comparative SOFP 16.07.2025 31.03.2082
Reporting Period 16.07.2025-16.07.2026 01.04.2082 -32.03.2083
Comparative Reporting Period 16.07.2024-16.07.2025 01.04.2081-31.03.2082

b. Responsibility for Financial Statements
The preparation and presentation of Financial Statements is the responsibility of the Board of Directors as
per the governing provisions.

c. Approval of Financial Statements by Directors

The accompanied Financial Statements have been approved and authorized for issue by the Board of
Directors vide its 338th resolution dated on 2083/05/28 and have been recommended for approval by
shareholders in the Annual General Meeting.

2.4. Functional and Presentation Currency
The Financial statements are denominated in Nepalese Rupees, which is the functional and presentation
currency of the Bank.

All financial information presented in NPR has been rounded off to the nearest rupee except where
indicated otherwise.

2.5. Use of Estimates, Assumptions and Judgments
The Bank, under NFRS, is required to apply accounting policies that most appropriately suitits circumstances
and operating environment. Further, the Bank is required to make judgment in respect of items where the
choice of specific policy, accounting estimate or assumption to be followed could materially affect the
financial statements. Later on, this may be determined that a different choice could have been more
appropriate.

NFRS requires the Bank to make estimates and assumptions that will affect the assets, liabilities, disclosure
of contingent assets and liabilities, and profit or loss as reported in the financial statements.

The Bank applies estimates in preparing and presenting the financial statements. The estimates and
underlying assumptions are reviewed periodically. Revision to accounting estimates are recognized in the
period in which the estimates is revised, and are applied prospectively.

Disclosures of the accounting estimates have been included in the relevant section of the notes wherever
the estimates have been applied along with the nature and effect of changes of accounting estimates, if
any.

Reporting Pronouncement

The Bank has, for the preparation of Financial Statements, adopted the NFRS pronounced by ASB as
effective on 13th September 2013.The NFRS conform, in all material respect, to International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

However, the Institute of Chartered Accountants of Nepal (ICAN) vide its notice dated 02.04.2079 has
resolved that Carve-outs in NFRS with Alternative Treatment and effective period shall be provided to the
Banks and Financial Institutions regulated by NRB on the specific recommmendation of Accounting Standard
Board (ASB). Further 354th meeting of Council dated on 2082/05/22 has issued the carve-outs on NFRS 9
on Financial Instruments until FY 2082/83
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2.6. Changes in Accounting Policies
The bank has changed its accounting policies, wherever required, to ensure compliance with NFRS.
Detailed accounting policies are mentioned in Note 3. The effect of change in accounting policy at the
date of transition has been given to the retained earnings (and reserves, if applicable).

2.7. New Standards in issue but not yet effective

The Institute of chartered Accountants of Nepal (ICAN) has issued new NFRS called NFRS 2018 with the
decision of the 244th council dated 1ithAshad 2077 which has prescribed NFRS 9 on Financial Instruments,
NFRS 14 Regulatory Deferral Accounts, NFRS 15 Revenue from Contracts with Customers and NFRS 17
Insurance Contracts to be applicable from 16th July 2021. Later on 143rd meeting of Accounting Standard
Board dated 15th July 2022 has issued carve-out on NFRS 9 on Financial Instruments until FY 2081/82.
Further 354th meeting of Council dated on 2082/05/22 has issued the carve-outs on NFRS 9 on Financiall
Instruments until FY 2082/83. The impact of these standards especially NFRS 9 and NFRS 15 Revenue from
contracts with customers can have significant impact on the financial statement of the Bank which is yet
to be assessed and quantified.

2.8. Discounting
When the realization of assets and settlement of obligation is for more than one year, the Bank considers
the discounting of such assets and liabilities where the impact is material. Various internal and external
factors have been considered for determining the discount rate to be applied to the cash flows of
company.

Service fees charged by the bank on loans and advances unless immaterial or impracticable to
determine reliably is to be considered for computation of Effective Interest Rate. However, bank has
opted the Carve-out (optional) pronounced by Institute of Chartered Accountants of Nepal (ICAN) on
20th September 2018 as per the notice issued by ICAN regarding the extension of a year time for its
implementation. Further 354th meeting of Council dated on 2082/05/22 has issued the carve-outs on
NFRS 9 on Financial Instruments until FY 2082/83.

In case where the bank assesses that the transaction amount of a financial assets or a financial liability
does not represent its fair value, the related future cash flows are discounted at prevailing interest rate to
determine the initial fair value.

2.9. Materiality and Aggregation
In compliance with Nepal Accounting Standard - NAS 01 (Presentation of Financial Statements), each
material class of similar items is presented separately in the Financial Statements. Items of dissimilar
nature or functions too are presented separately unless they are immaterial. Financial Assets and
Financial Liabilities are offset and the net amount reported in the Statement of Financial Position only
when there is a legally enforceable right to offset the recognized amounts and there is an intention to
settle on a net basis or to realize the assets and settle the liability simultaneously. Income and expenses
are not offset in the Statement of Profit or Loss unless required or permitted by an Accounting Standard.

2.10. Comparative Information
The Financial Statement of the Bank provides comparative information in respect of previous periods. The
accounting policies have been consistently applied by Bank with those of the previous financial year in
accordance with NAS 01 Presentation of Financial Statements, except those which had to be changed as
a result of application of the new NFRS or expiry of the carve out period. Further, comparative information
is reclassified wherever necessary to comply with the current presentation.

3. Significant Accounting Policies
The accounting policies set out below have been applied consistently to all periods presented in these
Financial Statements, and deviations if any have been disclosed accordingly.

\fa q¢alt arfie ufcraes D)

W | ama. 20¢/¢3



3.1. Basis of Measurement
The financial statements have been prepared on a historical cost basis, except for the following material

items:
Items Basis of Measurement
Financial Assets Fair Value both through Profit or Loss and Other

Comprehensive Income
Assets held for Sale & discontinued Operations | Fair Value less costs of sell.

Employees Defined Benefit obligation Present value of defined benefit obligation (as
calculated by Actuary) less than fair value of the
plan assets.

The financial statements have been prepared on a going concern basis where the accounting policies
and judgments as required by the standards are consistently used and in case of deviations disclosed
specially.

3.2. Basis of consolidation
The Bank does not have control over any other entity for consolidation of Financial Statements.

a. Business Combination
Business combinations are accounted for using the acquisition method as at the acquisition date
i.e. when control is transferred to the Development Bank. Control is power to govern the financial and
operating policies of an entity to obtain benefits from its activities. In assessing control, the Group takes
into consideration potential voting rights that currently are exercisable.

The consideration transferred in a business combination is measured at fair value, which is calculated
as sum of the acquisition-date fair values of assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquire and equity interests issued by the Group in exchange
for control of the acquire. Acquisition-related costs are generally recognized in the profit or loss as
incurred.

Development Bank doesn’t possess any control to govern the financial and operating policies of any
entities in the reporting period.

There is no business combination during the fiscal year 2082.83.

b. Non-Controlling Interest
Non-controlling interest represents the equity in a subsidiary not attributable directly or indirectly to
a parent. Non-controlling interests are presented in the consolidated statement of financial position
within equity, separately from equity attributable to the equity shareholders of the Development Bank.

For each business combination, the Development Bank elects to measure any non-controlling interests
in the acquire either:

« At fair value or

- At their proportionate share of the acquire identifiable net assets, which are generally at fair value.

The Development Bank does not have any Non-Controlling Interest in the reporting date.

c. Subsidiaries
Subsidiaries are entities controlled by the Group. The Group controls an entity if it is exposed, or has
rights, to variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. The Group reassesses whether it still has control, if there are changes
to one or more of the elements of control. An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that control commences until the date that control
ceases.

The Development Bank does not have any subsidiaries in the reporting date.
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d. Loss of Control
When the Development Bank loses control of a subsidiary, it derecognizes the assets and liabilities of
the former subsidiary from the consolidated statement of financial position. The Development Bank
recognizes any investment retained in the former subsidiary at its fair value when control is lost and

Subsequently accounts for it and for any amounts owed by or to the former subsidiary in accordance
with relevant NFRS. It is accounted for as an equity-accounted investee or in accordance with the
Group’s accounting policy for financial instruments depending on the level of influence retained. That
fair value shall be regarded as the fair value on initial recognition of a financial asset in accordance
with NFRS 9 or, when appropriate, the cost on initial recognition of an investment in an associate or
joint venture. Any gain or loss associated with the loss of control attributable to the former controlling
interest is also recognized.

e. Special Purpose Entity (SPE)
Special purpose entities (SPEs) are entities that are created to accomplish narrow and well-defined
objectives. An SPE is consolidated if, based on an evaluation of the substance of its relationship with the
Development Bank and the SPE’s risks and rewards, the Development Bank concludes that it controls
the SPE.

The Development Bank does not have any Special Purpose Entity.

f. Transaction elimination on consolidation
Intra-group balances, transactions and any unrealized profit or loss arising from intra-group
transactions are eliminated in full in preparing the consolidated financial statements.

g. Investment in Associates — Equity Accounting
An associate is an entity over which the Development Bank has significant influences but not control or
joint control. This is generally the case where the Development Bank holds between 20% to 50% of the
voting rights or the Development Bank has power to participate in the financial and operating policy
decision of the investee.

The existence of significant influence by an entity is usually evidences in one or more of the following

ways:

+  Representation of board of directors or equivalent governing body of investee.

+  Participation in Policy making processes, including participation in decision about dividends or
other distributions.

+  Material transaction between the entity and investee etc.

The Development Bank does not have any Associates in the reporting date.

3.3. Cash & Cash Equivalent
The fair value of cash is the carrying amount. Cash and cash equivalent represent the amount of cash
in hand, balances with other bank and financial institutions, money at short notice and highly liquid
financial assets with original maturities of three months or less from the acquisition date that are subject
to an insignificant risk of changes in their value and used by the Bank in the management of short-term
commitment. Cash and cash equivalents are measured at amortized cost in the Statement of Financial
Position.

Details of the Cash and Cash Equivalents are given in Note 4.1 to the Financial Statements.

3.4. Financial Assets and Financial Liabilities

3.4.1. Recognition
Financial assets and financial liabilities are recognized when the Development Bank becomes a party
to the contract embodying the related financial instruments. All financial assets, financial liabilities and
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financial guarantee contracts are initially measured at transaction cost and where such values are
different from the fair value, at fair value. The bank’s principal financial assets comprise assets held at
fair value through profit and loss, assets measured at amortized cost and at fair value through other
comprehensive income. The main purpose of these financial instruments is to generate a return on
the investment made by shareholders. The company’s principal financial liabilities comprise accrued
expenses and other payables which arise directly from its operations.

In accordance with NFRS 9 Financial Instruments Recognition and Measurement, the company’s interest
receivables are classified and measured at Amortized cost method. Investment in Equity securities /
debentures are classified as fair value through profit and loss or Fair Value thorough OCI. The amount
attributable to shareholders is classified as equity and is carried at the redemption amount being net
asset value. Payables are measured at amortized cost. Debenture issued by the development Bank are
measured at Amortized cost method

3.4.2.Classification
The financial assets and liabilities are subsequently measured at amortized cost or fair value based
on business model for managing the financial assets and contractual cash flow characteristics of the
financial assets.

The Company’s investments are classified as fair value through profit or loss, fair value through OCI and
at amortized cost.

As required under NFRS 9, Financial Assets are classified under three categories, namely:

a. Financial assets measured at Amortized Cost:
The development bank measures financial assets at amortized cost only if both of the following conditions
are met:
«  Thefinancial asset is held within a business model with the objective to hold financial asset in order
to collect contractual cash flows.
«  The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding.

Business model assessment

«  The development bank determines its business model at the level that best reflects how it manages
groups of financial assets to achieve its business objective:

«  Therisks that affect the performance of the business model (and the financial assets held within that
business model) and, in particular, the way those risks are managed

+  How managers of the business are compensated (for example, whether the compensation is based
on the fair value of the assets managed or on the contractual cash flows collected)

The business model assessment is based on reasonably expected scenarios without taking ‘worst case’
or ‘stress case’ scenarios into account. If cash flows after initial recognition are realized in a way that is
different from the Development Bank’s original expectations, the Bank does not change the classification
of the remaining financial assets held in that business model, but incorporates such information when
assessing newly originated or newly purchased financial assets going forward.

The SPPI test

As a second step of its classification process, the Development Bank assesses the contractual terms of
the financial asset to identify whether they meet the SPPI test.

‘Principal’ for the purpose of this test is defined as the fair value of the financial asset at initial recognition
and may change over the life of the financial asset. The most significant elements of interest within a
lending arrangement are typically the consideration for the time value of money and associate risk.
To make the SPPI assessment, the Bank applies judgment and considers relevant factors such as the
currency in which the financial asset is denominated, and the period for which the interest rate is set.
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b. Financial assets measured at fair value through profit or loss:
Financial assets whose objective/ business model is not to collect Contractual Cash flow but to gain from
movement in fair value is classified at fair value through profit or loss. These include investment in equity
shares. Gain on movement of fair value is charged to statement of profit or loss.

c. Financial assets measured at fair value through OCI:
In rare circumstances, financial assets whose objective or business model is not to collect Contractual
Cash flow is classified at fair value through OCI. Investments in equity which are not regularly traded are
classified at fair value through OCI. The gain/loss on movement in fair value is charged to OCI. Its tax
impact is also charged into OCI. The gain or loss on disposal of investment classified as fair value through
OCl is charged to equity after recycling from OCI.

As required under NFRS 9, Financial Liabilities are classified under two categories, namely:

a. Financial Liabilities measured at fair value through profit or loss:
Financial Liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated upon initial recognition as at fair value through profit or loss. Upon initial
recognition, transaction cost directly attributable to the acquisition is recognized in Statement of profit or
loss as incurred. Subsequent Changes in fair value is recognized in profit or loss.

b. Financial Liabilities measured at Amortized Cost:
All financial Liabilities other than measured at fair value through profit or loss are classified and
subsequently measured at amortized cost using effective interest method.

3.4.3.De- recognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial
assets) is derecognized when the rights to receive cash flows from the financial asset have expired. The
development bank also derecognizes the financial asset if it has both transferred the financial asset and
the transfer qualifies for de-recognition.

The development bank has transferred the financial asset if, and only if, either:

- It has transferred its contractual rights to receive cash flows from the financial asset; or

- It retains the rights to the cash flows, but has assumed an obligation to pay the received cash flows in
full without material delay to a third party under a ‘pass—through’ arrangement.

A transfer only qualifies for de-recognition if either:

- The development bank has transferred substantially all the risks and rewards of the asset; or

- It has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset

Investments are derecognized when the right to receive cash flows from the investments has expired or
the company has transferred substantially all risks and rewards of ownership.

Financial liabilities at fair value through profit or loss are derecognized when the obligation specified in
the contract is discharged or expired.

Realized gains and realized losses on de-recognition are determined and are included in the profit or
loss in the period in which they arise. The realized gain is the difference between an instrument’s cost and

disposal amount.

3.4.4.Measurement
a. Financial assets and liabilities held at fair value through profit or loss
At initial recognition, the company measures a financial asset at its fair value. Subsequent to initial
recognition, all financial assets and financial liabilities at fair value through profit or loss are measured
at fair value. Gains and losses arising from changes in the fair value of the ‘financial assets or financial
liabilities at fair value through profit or loss’ category are presented in the statement of profit or loss and
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other comprehensive income within net gains/ (losses) on financial instruments held at fair value through
profit or loss in the period in which they arise.

Fair value is the price that would be received on sell of an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date.

The fair value of financial assets and liabilities traded in active markets is subsequently based on their
quoted market prices at the end of the reporting period without any deduction for estimated future
selling costs. The quoted market price used for financial assets held by the company is the closing price.

The fair value of financial assets and liabilities that are not traded in an active market are determined
using valuation techniques.

b. Financial assets measured at amortized cost
Financial assets at this category are measured initially at fair value plus transaction cost and subsequently
amortized using the effective interest rate method, less impairment losses if any. Such assets are reviewed
at the end of each reporting period to determine whether there is objective evidence of impairment.

If evidence of impairment exists, an impairment loss is recognized in profit or loss as the difference
between the asset’s carrying amount and the present value of estimated future cash flows discounted
at the original effective interest rate.

If in a subsequent period the amount of an impairment loss recognized on a financial asset carried at
amortized cost decreases and the decrease can be linked objectively to an event occurring after the
write-down, the write-down is reversed through profit or loss.

Receivables may include amounts for dividends, interest and trade receivables. Dividends are accrued
when the right to receive payment is established. Interest is accrued at the end of each reporting period
from the time of last payment in accordance with the policy set out in note 2(6) above.

Receivable are recognized and carried at amortized cost, less a provision for any uncollectable debts. An
estimate for doubtful debt is made when collection of an amount is no longer probable.

Recoverability of receivable is reviewed on an ongoing basis at an individual portfolio level, individual
debts that are known to be uncollectable are written off when identified. An impairment provision is
recognized when there is objective evidence that the Company will not be able to collect the receivable.
Financial difficulties of the debtor, default payments are considered objective evidence of impairment.
The amount of the impairment loss is the receivable carrying amount compared to the present value of
estimated future cash flows, discounted at the original effective interest rate.

3.4.5.Determination of Fair Value
Assets and liabilities carried at fair value or for which fair values are disclosed have been classified into
three levels according to the observability of the significant inputs used to determine the fair values.
Changes in the observability of significant valuation inputs during the reporting period may result in a
transfer of assets and liabilities within the fair value hierarchy. The Bank recognized transfers between
levels of the fair value hierarchy when there is a significant change in either its principal market or the
level of observability of the inputs to the valuation techniques as at the end of the reporting period.
Levell
Fair value measurements are those derived from unadjusted quoted prices in active markets for identical
assets or liabilities.

Level 2
Valuations are those with quoted prices for similar instruments in active markets or quoted prices for
identical or similar instruments in inactive markets and financial instruments valued using models where
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all significant inputs are observable. Investment in promoter's share of quoted equity instrument has
been valued at 50% of the market value of the same class of share.

Level 3
Portfolios are those where at least one input, which could have a significant effect on the instrument’s
valuation, is not based on observable market data.

3.4.6.Impairment of Financial Assets - Adoption of NFRS 9- Financial Instruments:
The Bank has adopted NFRS 9: Financial Instruments, which introduces a forward-looking Expected Credit
Loss (ECL) model for the recognition of impairment on financial assets. NFRS 9 replaces the previous
incurred loss model under NAS 39, and requires recognition of credit losses based on a three-stage
model, reflecting changes in credit risk since initial recognition.

NFRS 9 mandates an impairment model that requires the recognition of Expected Credit Losses (ECL) on
all financial debt instruments held at Amortized cost, Fair Value through Other Comprehensive Income
(Fvocl), undrawn loan commitments and financial guarantees.

To facilitate a consistent and robust implementation of the ECL framework, the Nepal Rastra Bank (NRB)
has issued detailed ECL Implementation Guidelines, developed in alignment with international practices
and regulatory frameworks of comparable jurisdictions. These guidelines are intended to support
institutions in applying NFRS 9 requirements prudently and uniformly across the banking sector.

Significant Increase in Credit Risk:

When determining whether the risk of default on a financial instrument has increased significantly since
initial recognition, the Bank considers reasonable and supportable information that is relevant and
available without undue cost or effort. This includes both quantitative and qualitative information and
analysis, based on the Bank’s historical experience and expert credit assessment and including forward-
looking information. The objective of the assessment is to identify whether a significant increase in credit
risk has occurred for an exposure. The bank has defined the criteria for Significant increase in credit risk in
its Expected Credit Loss Policy 2082 which are in consistent with the NFRS 9 — Expected Credit Loss Related
Guidelines, 2024 issued by Nepal Rastra Bank. The criteria are as follow:

More than 30 days past dues

Absolute lifetime PD is 5% or more

Relative lifetime PD is increased by 100% or more.

Risk rating downgraded by 2 notches since initial recognition.

Risk rating downgraded to non-investment grade by external credit rating agency.

Deterioration of relevant determinant of credit risk

Expectation of forbearance or restructuring due to financial difficulties

Deterioration of prospects for sector or industries within which a borrower operates

©® N O N ®N

Borrower affected by macroeconomic conditions based on reasonable and supportable forecasts.

S

Modification of terms resulting in restructuring/ rescheduling.
Credit Quality Indicators determined as per internal credit assessment of performing loans which
are subject to individual monitoring and review, are weaker than that in the initial recognition.

j—

The bank is determined to develop mechanisms for implementation of all SICR criteria in near future,
however for this period, the bank has used following criteria for determining whether there has been a
significant increase in credit risk:

1. Qualitative Factor
The bank uses the Asset Classification as per the Directive issued by Nepal Rastra Bank for determining
the increase in Credit Risk. Eg: Loan which was in Pass Category in previous quarter has been moved to
Watchlist Category then such loan is deemed to have significant increase in credit risk as a result the
loan is categorized under stage 2 from stage 1.
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2. Quantitative Factor
The bank uses the backstop measure for determining the quantitative factor for determining the
increase in credit risk. The bank uses NFRS 9- Expected Credit Loss Related Guidelines, 2024 for
determining the SICR criteria which is more than one month past due. Eg: Loans which are one month
past due are categorized under stage 2 from stage 1.

Default Definition:

«  The bank considers loan to be in default when it is unlikely that the borrower will repay its credit
obligations in full without recourse to actions such as realizing security, or when the borrower is past
due on any material credit obligation by more than 3 months.

« The bank may consider other qualitative factors, such as management’s assessment of the
borrower’s creditworthiness, which could indicate a significant deterioration in the ability to meet
obligations. The bank may use their own definitions of default if they are consistent with this principle
and applied in a manner aligned with their credit risk management practices. Default definitions play
a critical role in determining expected credit losses (ECL) and the bank has applied it consistently
across the ECL measurement process.

Portfolio Segmentation of credit risk exposures:

For measurement of ECL, portfolio segmentation is based on similar credit risk characteristics. In
performing the portfolio segmentation of credit assets, the bank considers product types, customer
types, industry and customer size. The bank retests and revises the rationality of portfolio segmentation
of credit risk exposures every year.

Staging of Financial Instruments:

NFRS 9: Financial Instruments, the bank classifies financial assets into three stages based on the change
in credit risk since the initial recognition. This staging framework forms the basis for calculating Expected
Credit Losses (ECL) and reflects the level of credit deterioration.

Financial instruments that are not already credit-impaired are originated into stage 1 and a 12 month
expected credit losses provisions is recognized.

Instrument will remain in stage 1 until they experience significant credit deterioration (Stage 2) or they
become credit impaired (stage 3).

Instruments will transfer to stage 2 and a lifetime expected credit loss provision is recognized when there
has been a significant change in Credit risk compared to what was expected at origination.

The framework used to determine a significant increase in credit risk is set out below:

Particulars Financial Instrument ECL
Stage 1 Performing 12 months
Stage 2 Performing but has exhibited Significant | Lifetime
increase in credit risk
Stage 3 - Non-performing Lifetime
- Credit Impaired
Purchased or Originated Credit Impaired Lifetime
(POCI) financial assets

Parameters for Estimating Expected Credit Losses:

Expected credit losses are a probability weighted estimate of credit losses (i.e. Present Value of all cash
shortfalls) over the expected life of the financial instruments. A cash shortfall is the difference between
the cash flows that are due to an entity in accordance with the contract and the cash flows that an entity
expects to receive. Because expected credit losses consider the amount and timing of payments, a credit
loss arises even if the entity expects to be paid in full but later than when contractually due.

The relevant parameters of ECL measurement include Probability of Default (PD), Loss Given Default
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(LGD) and Exposure at Default (EAD). The bank establishes its PD models, LGD models and EAD models on
the basis of the historical information available with the bank along with the incorporation of forward-
looking information.

The parameters are defined as follows:

S.N. Component Definition
1 Probability of Default | The Probability of Default (PD) represents the likelihood that the
(PD) counterparty will not be able to meet its contractual obligation.

For Stage 1 assets, PD is calculated over the next 12 months; for Stage
2, PD reflects the lifetime of the asset. Stage 3 exposures are assumed
to have a PD of 100% (Since already in default).

PD estimates incorporate forward-looking macroeconomic
assumptions (e.g., GDP growth, inflation) and are updated periodically
based on statistical models calibrated to historical defaults and
adjusted for the current and expected economic environment

2 Loss Given Default Loss Given Default (LGD) represents the proportion of exposure not
(LGD) expected to be recovered in the event of default, after considering the
present value of expected cash flows from recoveries and collateral
realizations, net of costs.

The LGD is determined based on the historical recovery rates and
takes into accounts the recovery of any collateral (applying haircuts)
that is integral to the financial assets.

3 Exposure at Default | The Exposure at Default (EAD) represents the potential exposure to
(EAD the lender in the event of a default by the borrower. It reflects the
total amount the lender is at risk of losing if the borrower defaults,
considering both the outstanding balance and any potential
increases in exposure due to undrawn commitments or principal
repayments.

For revolving loans, the EAD is calculated as the outstanding balance
of the loan, plus any additional undrawn amounts that may be
utilized, adjusted for the Credit Conversion Factor (CCF).

The CCF reflects the likelihood that the undrawn portions of the loan
will be utilized before the default occurs. This adjustment is important
as it accounts for the potential increase in exposure if the borrower
draws on the available credit.

The bank has utilized the CCF ratio and Utilization ratio provided by
Nepal Rastra Bank in its Expected Credit Losses (ECL) Guideline, 2024

For term loans, the EAD is based on the outstanding balance of the
loan, adjusted for any principal repayments made by the borrower.
Since term loans are typically repaid over time according to a fixed
amortization schedule, the EAD decreases as principal is repaid,
reducing the exposure in the event of default. Therefore, the EAD for
term loans reflects the amount remaining after accounting for any
principal recoveries, as per the amortization plan.
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To determine the expected credit loss, these components are multiplied together. PD for the reference
period (up to 12 months or lifetime) * LGD * EAD and discounted to the balance sheet dates using the
Coupon Rate of the reporting date as the discount rate.

For stage 3 loans, the Probability of Default is already 100% (since already defaulted) so the Expected
Credit Loss is calculated as LGD * EAD.

Credit Impaired Financial Instrument:
A financial instrument is credit-impaired when one or more events that have a detrimental impact on
the estimated future cash flows of that financial instrument have occurred. Evidence that a financial
instrument is credit-impaired include observable data about the following events:
i. Significant financial difficulty of the issuer or the borrower.
ii. A breach of contract, such as a default or past due event
iii. The lenders of the borrower, for economic or contractual reasons relating to the borrower’s financial
difficulty, having granted to the borrower a concession that the lenders would not otherwise consider.
iv. It is becoming probable that the borrower will enter bankruptcy or other financial re-organization.
v. The disappearance of an active market for that financial instrument because of financial difficulties
vi. The purchase or origination of a financial instrument at a deep discount that reflects the incurred credit
losses.
. The borrower is overdue for more than 90 days in any principal, advances, interest or investment in bonds
due to the bank.

Vi

The credit impairment of a financial asset may be caused by the combined effect of multiple events
rather than any single discrete event.

Estimation of Expected Credit loss for Credit Impaired Financial Assets:
For credit-impaired exposures, the Probability of Default (PD) is assumed to be 100%, as these loans have
already met the default criteria under the Bank’s credit risk policy.

The recovery horizon for such exposures is determined based on Plateau Analysis, which assesses
historical recovery trends over time. The Loss Given Default (LGD) is derived from the Bank’s recovery
model for exposures where the recovery period has not yet expired. For exposures where the recovery
period has lapsed, an LGD of 100% is applied to reflect full loss recognition.

The Exposure at Default (EAD) for credit-impaired exposures is measured as the total outstanding
balance of the loan, including accrued interest and fees, as at the reporting date.

Purchased or originated credit impaired financial assets are those financial assets that are credit-
impaired on initial recognition.

The bank does not have any financial assets that qualify as Purchased or originated credit Impaired
(POCI) under NFRS 9.

Investment:

The bank applies the NFRS 9 Expected Credit Loss (ECL) model on investments in debt instruments
measured at amortized cost and FVOCI. The Vasicek single factor credit risk model is used to estimate
probability of default (PD), incorporating both systematic and idiosyncratic risk. The model is calibrated
using S&P Global historical default and transition data, adjusted for the Bank’s portfolio and forward-
looking macroeconomic scenarios. Loss Given Default (LGD) is estimated based on recovery experience
and external benchmarks, while Exposure at Default (EAD) represents the amortized cost carrying
amount including accrued interest.

Staff Loans:
Staff loans are classified at amortized cost in accordance with NFRS 9. In the absence of historical default
events, the Bank has adopted the regulatory floor Probability of Default (PD) of 2.5% as prescribed by
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NFRS 9, ECL Guideline issued by Nepal Rastra Bank, together with an average Loss Given Default (LGD)
derived from Bank’s recovery experience. The Exposure at Default (EAD) is represented by the outstanding
loan balance, including accrued interest. Although staff loans are generally considered low risk due to
repayment through salary deductions and end-of-service benefits, an Expected Credit Loss (ECL) is
recognized to ensure compliance with NFRS 9 and regulatory requirements. The staff loans are assessed
under stage 1 unless objective evidence of impairment exists. This conservative approach ensures
prudence in financial reporting and alignment with sound risk management practices.

oOff Balance Sheet items:

Off-balance sheet items such as letters of credit, guarantees, and unutilized loan commitments are
not recognized as financial assets or liabilities in the statement of financial position. However, these
exposures are subject to Expected Credit Loss (ECL) under NFRS 9. For estimating ECL, the Bank applies
the Probability of Default (PD) and Loss Given Default (LGD) derived from its business portfolio, and utilizes
the credit conversion factors (CCF) / utilization ratios as prescribed in the NFRS 9 ECL Guideline issued
by Nepal Rastra Bank (NRB). This approach ensures that ECL reflects both the likelihood of default and
the expected drawdown of off-balance sheet exposures. All off-balance sheet exposures are recognized
under Stage 1 (12-month ECL) unless there is objective evidence of impairment. This approach ensures
that ECL reflects both the likelihood of default and the expected drawdown, maintaining prudence and
compliance with NFRS 9 and NRB requirements.

Write off:

Financial assets are written off (either partially or fully) when recovery is no longer considered realistic.
A write-off is treated as a derecognition event, where the asset's carrying amount is reduced by the
amount written off. This occurs when the bank determines that further collection efforts are unlikely to
result in significant recoveries. Any recoveries on written-off amounts are recognized as income in the
period in which they are received.

The following loans were written off during the period.

1 Kasbin Krishi Firm Pvt Ltd 13,669,421 - | 1366942l 21/10/2082 -
2 | Rand P Suppliers 723,292 - 723,292 21/10/2082 -
3 | Baishnabi Kirana Pasal 3,999,734 125,423 4,125,156 21/10/2082 -
4 | city Village Lounch and 7,328,191 - 7,328,191 22/10/2082 -
Restaurant
5 | Rashmi Fancy Store 1,556,085 -| 1556,085 22/10/2082 -
6 | Arghakhanchi Soon - 145,430 145,430 22/10/2082
Chadi Pasal
7 | Bhim Prasad Adhikari 531,074 278,678 809,752 | 20/09/2082
8 | Koushila Panthi 2,806,000 -| 2,806,000 10/12/2082
9 | Bhattarai Driving Institute 1,777,789 - 1,777,789 24/01/2083
10 | Aasia & Binisa Cold Store 3,628,072 -1 3628072 25/01/2083
1 | Pranisha Traders 347,367 - 347,367 27/02/2083
12 New Ganesh Palpali Sun 1,560,925 - 1,560,925 12/03/2083
Chadi Pasal
13 | Ankita Hardware 7,673,000 -| 7,673,000 25/03/2083
14 | New Samrat Suppliers 1,082,031 - 1,082,031 25/03/2083
15 | Shiva Shankar 9,277,148 | 2,651,344 | 1,928,492 | 26/03/2083
Alumunium
Total 55,960,128 | 3,200,874 | 59,161,003
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Enforcement Activity after Write off:
The bank conducts the following enforcement activity after the write off of a financial instrument:

Name Recovery Process
Kasbin Krishi Firm Pvt Ltd

R and P Suppliers

Baishnabi Kirana Pasal

City Village Lounch and Restaurant
Rashmi Fancy Store

Bhattarai Driving Institute

Aasia & Binisa Cold Store

Bhim Prasad Adhikari Process for DRT
Arghakhanchi Soon Chadi Pasal
Pranisha Traders

New Ganesh Palpali Sun Chadi Pasal
Ankita Hardware

New Samrat Suppliers

Shiva Shankar Alumunium

Blacklisted, Regular Follow-up, Under Process
for DRT

Blacklisted, Regular Follow-up

Transfer between stages:

Financial assets can be transferred between the different categories (excluding POCI) depending on their
relative change in credit risk since initial recognition. Financial instruments are transferred out of stage 2
if their credit risk is no longer considered to be significantly increased since initial recognition based on
bank’s assessments. Financial instruments are transferred out of Stage 3 when they no longer exhibit any
evidence of credit impairment as described above as per the ECL Policy.

Transfer from Stage 2 to Stage 1:
If all due contractual payments associated with such credit facility as at the date of upgrading are fully
settled.

Transfer Out of Stage 3:
Though the conditions for an exposure to be classified in Stage 3 no longer exist, the Bank continues to
monitor for a minimum probationary period of 3 months to upgrade from Stage 3.

For Restructured/Rescheduled Exposures:

Restructured and rescheduled facilities are gradually upgraded upon satisfactory repayment for
a stipulated period according to the policy while exercising prudence principles. The Bank monitor
restructured/rescheduled exposures classified under Stage 3 for a minimum probationary period of 24
months before upgradation.

The transfer of the loans among different stages are shown in quantitative disclosure.

Modification of Financial Instrument:
The bank has not made any modification to financial instruments that have a material impact of the
financial Statements.

Key Inputs, Assumptions and Estimation Techniques:

Recognition of Expected Credit Losses Approaches

a. General Approach
The bank applies the general approach for recognition of Expected Credit Losses loans and advances
to customers, loans to banks and financial institutions, investment securities measured at amortized
cost or FVOCI, and loan commitments and financial guarantees and staff loans. Under this approach,
exposures are classified into Stage 1, Stage 2, or Stage 3 based on changes in credit risk since initial
recognition, with a 12-month ECL recognized for Stage 1 and lifetime ECL for Stages 2 and 3. Interest
income is calculated on the gross carrying amount for Stages 1 and 2, and on the actual receipt basis

for Stage 3.
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b. Simplified Approach
The Bank’s policy is to apply the simplified approach to trade receivables without a significant
financing component, lease receivables, contract assets under NFRS 15, and certain short-term staff
or retail loans. Under this approach, lifetime ECL is recognized from initial recognition without staging
assessment, typically using a provision matrix or simplified statistical model adjusted for forward-
looking information. However, no ECL has been calculated for these items during the reporting period.

c. Individual Assessment Approach

Loans and Advance meeting the Bank’s criteria for individual significance, credit lines under wholesale
lending product and consortium loans where client code limit is Rs. 10 crores and above are assessed
individually, given their materiality and distinct risk characteristics. The Probability of Default (PD) for
such borrowers is estimated using a logistic regression-based framework, combining a systematic
risk component reflecting sensitivity to macroeconomic and sectoral conditions with behaviors
adjustment based on borrower’s days-past due history. Loss Given Default (LGD) is determined on an
industry/sector basis. Exposure at Default (EAD) is assessed case-by-case basis, reflecting facility-
level outstanding balances and accrued interest. Where an exposure doesn't meet the individual
assessment threshold, or borrower-specific data is insufficient, it reverts to the General Approach.

Methodology and Data Source

The Bank’s Expected Credit Loss (ECL) estimates are based on a combination of internal historical data,
regulatory guidance and forward-looking macroeconomic information. Historical default rates are
derived from the bank’s internal portfolio performance records, covering default rates actually observed
by the bank in past. Historical loss rates are derived from the banks internal portfolio covering default,
recoveries and write offs over the past years. This includes portfolio level default histories, Days Past Due
(DPD) migration trends, collateral recovery rates and cure rates.

Where internal history is insufficient to produce statistically reliable estimates- particularly for certain
loan products or off-balance sheet exposures - the bank supplements its analysis with:

«  Parameters and indicative ratios provided in the Nepal Rastra Bank’s ECL Implementation Guidelines
(eg, Credit Conversion Factor [CCF], utilization ratios.)
-+ Floor rates prescribed by Nepal Rastra Bank for Probability of Default (PD)

Forward looking adjustments are applied to historical rates to reflect expected changes in the
economic environment. These adjustments are informed by macroeconomic forecasts sourced from
the International Monetary Fund (IMF). The Bank uses scenario-weighted projections (baseline, upturn,
downturn) to modify Probability of Default (PD) estimates, ensuring that the ECL reflects both past
performance and anticipated future conditions.

Incorporation of Forward-Looking Information

It is a fundamental principal of NFRS 9 that the provisions bank hold against the potential future Credit
Risk losses should depend, not just on the health of the economy today, but should also take into account
potential changes to the economic environment.

To capture the effect of changes to the economic environment, the Probability of Default (PD) used
to calculate ECL incorporate the forward- looking information in the form of forecasts of the values of
economic variable.

Variable Selection

The bank initially considered a broad range of macroeconomic variables sourced from the International
Monetary Fund (IMF). Through statistical testing including correlation analysis, regression significant
testing and model fit evaluation only those variables with a consistent and statistically significant
relationship with default rates for the Bank’s portfolios were retained in the final model.
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Different portfolios may use different subsets of these variables, depending on their relevance to the
credit behavior.

Macroeconomic Scenario

Para 5.5.17 (a) requires the estimate of expected credit losses to reflect an unbiased and probability
weighted amount that is determined by evaluating a range of possible outcomes. The three possible
scenarios are taken into account i.e. Baseline, Upturn and downturn. The base line forecasts are used
to create the upturn and downturn scenarios. The bank determines the upturn and downturn of the

macroeconomic variable using +/- Standard Deviation of the baseline. The bank uses the following
probability weights:

Particulars Probability Weights
Base Line 40%
Upturn 30%
Downturn 30%

These weights reflect management’s assessment of the relative likelihood of each scenario over the
forecast horizon.

Macro-Economic Variables used in the model

The table below presents the variables incorporated in the ECL model for the next 12 months. These
variables are applied at a portfolio level, with relevance determined by the statistical significance and
predictive power for each product segment.

Baseline
Variables Units Ql Q2 Q3 Q4
Total investment (Y1) Percent of GDP 33.446 | 33.740 | 33.951| 34.005
General government net lending/borrowing Percent of GDP -1.928 | -1.977 | -2.006 | -2.010
(lag2_B3)
Gross national savings (lag4_z71) Percent of GDP | 36.883 | 37.288 | 37.526 | 37.550
Inflation, average consumer prices(Al) Percent change -1227 | -0.866 | -0.482 | -0.184
Total investment (Scaled _Y1) Percent of GDP 1240 | 1.843| 2.399 2.811
General government revenue (diff_BI) Percent of GDP 0.339 | 0.470 0.483 0.378
General government total expenditure Percent of GDP 0.381 0.518 0.652 0.751
(Scaled_B2)
Upturn
Variables Units Q1 Q2 Q3 Q4
Total investment (Y1) Percent of GDP | 36.0897 | 36.38363 | 36.59545 | 36.64896
General government net lending/ Percent of GDP -3.731 -3.780 -3.810 -3.813
borrowing (lag2_B3)
Gross national savings (lag4_Z1) Percent of GDP | 40.809 41214 41.452 41.476
Inflation, average consumer Percent change -2.227 -1.866 -1.482 -1184
prices(A1)
Total investment (Scaled _Y1) Percent of GDP 2.240 2.843 3.399 3.81
General government revenue (diff_ Percent of GDP 1.883 2.150 2177 1.963
BI)
General government total Percent of GDP 0.263 0.541 0.812 1.014
expenditure (Scaled_B2)
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Downturn

Variables Units Ql Q2 Q3 Q4
Total investment (Y1) Percent of GDP | 30.802 | 31.096 | 31.307 | 31.361
General government net lending/borrowing Percent of GDP -0.125| -0.174| -0.203 | -0.207
(lag2_B3)
Gross national savings (lag4_z1) Percent of GDP | 32.957 | 33.362 | 33.600 | 33.623
Inflation, average consumer prices(Al) Percentchange | -0.227 0134 | 0518| 0.816
Total investment (Scaled _Y1) Percent of GDP 0.240 | 0.843| 1399 1.811
General government revenue (diff _BI) Percent of GDP | -0.098| 0169| 0195| -0.019
General government total expenditure Percent of GDP -1.718 | -1.441| -1170 | -0.968
(Scaled_B2)

Probability Weighted

Variables Units Ql Q2 Q3 Q4
Total investment (Y1) Percent of GDP | 221460 | 22.3703 | 225176 | 22.5450
General government net lending/ Percent of GDP 11.4036 11.6137 | 1.7884 | 11.8835
borrowing (lag2_B3)
Gross national savings (lag4_z1) Percent of GDP 141571 | 14.6083 | 14.9854 | 15.2079
Inflation, average consumer prices(Al) Percent change 0.1517 0.5571| 0.8853 1.0641
Total investment (Scaled _Y1) Percent of GDP 0.5453 | 0.9502 12617 | 1.4229
General government revenue (diff_BI) Percent of GDP 0.2145 0.3501| 0.4366 | 0.4554
General government total expenditure Percent of GDP 0.1522 0.2071| 0.2606 | 0.3006
(Scaled_B2)

The above quarterly macroeconomic forecasts are applied in the bank’s ECL models to adjust Probability
of Default (PD) estimates for each quarter within the forecast horizon. For lifetime ECL calculations, these
quarterly forecasts are extended beyond 12 months using econometric models.

Collateral Valuation:

The Bank seeks to use collateral, where possible, to mitigate its risks on financial assets. The collateral
comes in various forms such as cash, gold, Government Securities, Letters of Credit/Guarantees, real
estate, receivables, inventories, other non-financial assets etc.,

While determining loss rate or recovery rate for the purpose of calculation of loss allowance, expected
cash flows from collateral realization have been considered based on latest reliable internal/external
valuations.

Collateral values are excluded from the loss allowance calculation for loans that have defaulted and
where the collateral has not been realized within 5 years of default.

The Bank determines the Net Realizable value of collateral as the current fair value reduced by estimated

realization costs and the applicable haircut, in accordance with the Nepal Rastra Bank’s NFRS 9 -
Expected Credit Loss Related Guidelines, 2024.

The realization cost and haircuts used are as follows:

S.N. Collateral Details Realization Cost  Haircut
1 | Land & Building 5% 25%
2 | Vehicle 0% 50%
3 | Guarantees 0% 0%
4 | Fixed Assets 5% 25%
5, Gold & Silver 5% 10%
6 | Non-Governmental Securities 5% 10%
7 Others 0% 25%
8 | Insurance Policy 5% 25%
9 | Governmental Securities 2% 0%
10 | Share Securities 5% 10%
n Gold 10% 0%
12 | Other Fixed Assets 5% 25%
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The bank has not recognized an ECL Provision for the following loans, as the collateral held is considered

sufficient to fully mitigate the credit risk.

NRB

ECL

Reason for no ECL

Loantype Gross Carrying
Amount
1 Loan Against | 242,989,348
Fixed Deposit
2 Investments | 16,207,125,000 -

Provision

2,619,444 -

Provision

Guaranteed by Fixed Deposit

Government Backed Securities

Quantitative Information
A. Impairment Charges

The following table shows the total Impairment Allowance of the Bank for the year ending.

Particulars

Previous Year

Current Year

Loans and Advances to Customers (A)
Loans and Advances to BFls (B)

Loans to Staffs (C)

Off- Balance sheet Items (D)

Investments (E)

Total Impairment (A+B+C+D+E)

2081/82
2,208,181,719

2,210,153,925

1,712,027
260,179

2082/83
1,931181,357

2,455,892
940,697

1,934,577,946

B. Impairment Charges as per Staging

Particulars

Loans & Advances to Customers (A)
Loans and Advances to BFls (B)
Loans to Staffs (C)

Off Balance Sheet Items (D)

Investment (E)

Total (A+B+C+D+E)

Stage1
355,291,135

2,455,892
940,697

358,687,724

The following table shows the total impairment allowance of the bank as per the staging.

Expected Credit Loss (ECL)

For the year ending on 2083

Stage 2
413,009,663

413,009,663

Stage 3
162,880,559

1,162,880,559

1,931,181,357

2,455,892
940,697

1,934,577,946

C. Recognition of Impairment Charges on Loans and Advances
The Bank, following regulatory backstop as mentioned in Clause 16 of “NFRS 9- Expected Credit Loss
Related Guidelines, 2024” has recognized impairment on credit exposures as the Higher of total ECL

calculated as per NFRS 9 and existing regulatory provisions as mentioned in Unified NRB Directives no

02.

Following is the details of impairment under both methods:

Particulars

Amount

Total Impairment as per NRB

Total Impairment as per ECL

2,817,103,735
1,934,577,946

As mandated in Unified NRB Directives, the higher amounts two above (i.e NPR 2,817,103,735) has been
taken into account for impairment loss on loan and advances for the reporting _period.
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The following table below shows the movement of the impairment during the year for Staff Loans.

Particulars

Opening Balance
New assets originated
Assets derecognized
Unwinding of Discount
Change in Model

GCA Adjustment

Closing Balance

Gross Carrying Amount (GCA) ECL

775,866,495 1,712,027
62,595,611 165,729
(36,362,937) (79,652)
- 69,447

- 588,341

(3,218,828) -
798,880,341 | 2,455,892

The following table below shows the movement of the impairment during the year for Off Balance Sheet

ltems:

Opening Balance
New assets originated
Assets derecognized
Unwinding of Discount
Change in Model

GCA Adjustment

Closing Balance

Particulars

Gross Carrying Amount (GCA) ECL
238,115,020 260,179
89,901,716 615,251
(107,934,300) | (117,935)
- 15,490
- 167,713
131,852,575
351,935,011 940,697

Carve out adopted for assessment of impairment charge

The Bank has opted to apply carve out on impairment of loans and receivables. Accordingly, individual
and collective impairment loss amount calculated as per NFRS is compared with the impairment
provision required under NRB directive no. 2, higher the amount derived from these measures is taken as
impairment loss for loans and receivables.

3.4.7.Impairment of Financial Investments - at FVPL or FVOCI
The Bank also records impairment charges on equity investments considering the movement on share
price computed as per three levels of valuation.
Refer Note 4.8 for details.

3.4.8.Impairment of Non-Financial Assets

The Bank assesses whether there are any indicators of impairment for an asset or a cash generating unit
(CGU) at each Reporting date or more frequently, if events or changes in circumstances necessitate to-
do so. This requires the estimation of the ‘Value in use’ of such individual assets or the CGUs. Estimating
‘Value in use requires the Management to make an estimate of the expected future cash flows from the
asset or the CGU and also to select a suitable discount rate in order to calculate the present value of the
relevant cash flows. This valuation requires the Bank to make estimates about expected future cash flows
and discount rates and hence, they are subject to uncertainty.

3.5. Derivatives Assets and Derivative Liabilities
Bank doesn't deal with any derivative financial instruments.

3.6. Property and Equipment
All property and equipment are stated at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the assets.

Subsequent costs are included in the asset’s carrying amount or are recognized as a separate asset,
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as appropriate, only when it is probable that future economic benefits associated with the item will flow
to the Bank and the cost of the item can be measured reliably. All other repairs and maintenance are
charged to the statement of profit or loss during the financial period in which they are incurred.

Freehold land is not depreciated although it is subject to impairment testing. Depreciation on other
assets is calculated using the straight-line method to allocate their cost to their residual values over their
estimated useful lives, as follows:

Category FY 2082/83 FY 2081/82
Building 50 Years 50 Years
Computer and Accessories 3 Years 3 Years
Furniture and Fixtures 7 Years 7 Years
Machinery and Equipment 9 Years 9 Years
Office Equipment 5 Years 5 Years
Vehicles 6 Years 6 Years
Leasehold 10 Years 10 Years
Other Assets 4 Years 4 Years
Right of Use Assets (rROU) Lease Tenure | Lease Tenure

The assets residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of
financial position date. The value of the assets fully depreciated but continued to be in use is considered
not material.

The bank has adopted Straight line basis for depreciation. The life has been estimated as above and
depreciation has been charged on the basis of given life.

At each reporting date, assets are also assessed for indicators of impairment. In the event that an asset’s
carrying amount is determined to be greater than its recoverable amount, the asset is written down
immediately to the recoverable amount.

Assets with costs less than NPR 5,000 are charged off on purchase as revenue expenditure.
Gains and losses on disposals are included in the Statement of Profit or Loss.

3.7. Intangible Assets
Acquired Intangible Assets
Intangible assets are initially measured at fair value, which reflects market expectations of the probability
that the future economic benefits embodied in the asset will flow to the Bank and are amortized on the
basis of their expected useful lives.

Computer software

Acquired computer software licenses are capitalized on the basis of the costs incurred to acquire and
bring to use the specific software. Costs associated with the development of software are capitalized
where it is probable that it will generate future economic benefits in excess of its cost. Computer software
costs are amortized over the period of 5 years in Straight Line method (SLM). Costs associated with
maintaining software are recognized as an expense as incurred.

At each reporting date, these assets are assessed for indicators of impairment. In the event that an
asset’s carrying amount is determined to be greater than its recoverable amount, the asset is written
down immediately.
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3.8.

Goodwill
Any excess of the cost of acquisition over the fair value of the identifiable net assets acquired in
Business Combination is recognized as goodwill. Goodwill is measured at cost less any accumulated
impairment losses. Goodwill is reviewed for impairment annually, or more frequently, if events or changes
in circumstances indicate that the carrying value may be impaired. The goodwill is not impaired during
the year.

The bank has enteredinto merger with Bhargav Bikas Bank Ltd and Purnima Bikas Bank Ltd as on 27thAshwin
2076. As per NFRS 3 on Business combinations, the merger resulted into goodwill amounting to NRs.
118,496,289 shown as Goodwill and intangibles in schedule 4.14 which has not yet been impaired. So, no
impairment is required on goodwill. Share premium amounting to NRs. 171,140,440 has been created due
to the same standard. Out of the total share premium resulting from business combination NRs. 52,644,151
relates to gap in paid up capital due to swap ratio while the remaining NRs. 118,496,289 has resulted purely
from Valuation effect as given in the table below. Share premium on business combination resulting
from gap in paid up capital is allowed for distribution of bonus shares by Nepal Rastra Bank, while the
remaining amount is earmarked as Regulatory Reserve which will be allowed for movement to retained
earning only when the goodwill is impaired. According to NFRS 3 Business Combination, Goodwill/ Bargain
Purchase to be valued on the basis of Fair Value of Consideration transferred and Net Assets transferred.

Accordingly, goodwill has been computed as below during the business combination

Particulars Purnima Bhargav
Consideration Transferred 755,778,744 687,666,012 | 1,443,444,757
Net Assets Transferred* 715,030,114 609,918,353 | 1,324,948,468
Goodwill 40,748,630 77,747,659 118,496,289

Investment Property

Aninvestment property is property held by the Development Bank to earn rentals or for capital appreciation
or both, rather than own-occupied. The investment property of the Development Bank solely consists of
land or building acquired under the Non-Banking Assets.

The Development Bank has adopted a policy to measure the investment property in cost model. Any
depreciation and impairment in the subsequent period has been charged through the profit and loss
account in the reporting period. Details of Investment property as follows:

S.N Branch Name Name of Borrower Amount Recorded Date
1 Tansen Branch Shrestha Nirman Sewa 24,319,000 14/12/2079
2 | Gulariya Branch Uttam Bahadur Chand 2,488,911 08/03/2080
3 Badera Branch Adhikari Darpan Enterprises 22,281,000 25/03/2080
4 Badera Branch Kiran Suppliers 15,720,000 31/03/2080
5 | Bansgadhi Branch R.K.Enterprises 15,894,084 31/03/2081
6 Bhumahi Branch Darsan Trading Center 17,760,000 10/04/2081
7 | Butwal Branch & Thapa Rice Mill And Suppliers Pvt. Ltd. 48,226,000 08/06/2081
Corporate Branch
8 Shankarnagar Branch | Kasbin Krishi Firm Pvt Ltd and Kasbin 19,550,000 19/08/2082
Khadyanna Suppliers
9 Badera Branch R and P Suppliers 1,340,000 19/08/2082
10 | Amarpath Branch Baisnabi Kirana Pasal 1,750,000 19/08/2082
n Jhimirebhar Branch Rashmi Fancy Store 2,420,000 22/08/2082
12 | Nepalgunj Branch Arghakhanchi Sunchadi Pashal 10,410,400 17/09/2082
\\{a 9¢3lt T1ffe gftaes ©q
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13 | Tamaghas Branch Bhattarai Driving Institute 950,000 23/01/2083
14 | Kotihawa Branch Aaisa & Binisa Cold Store 5,329,000 25/01/2083
15 Pharsatikar Branch New Ganesh Palpali Sun Chadi Pasal 3,900,000 12/03/2083
16 | Pharsatikar Branch Ankita Hardware 12,030,000 25/03/2083
17 | Pharsatikar Branch New Samrat Suppliers 2,230,000 25/03/2083
Total 206,598,395
Income Tax

The Bank is subject to income tax and judgment is required to determine the total provision for current,
deferred and other taxes due to the uncertainties that exist with respect to the interpretation of the
applicable tax laws, at the time of preparation of these Financial Statements.

As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation.
Income tax expense is recognized in the statement of Profit or Loss, except to the extent it relates to items
recognized directly in equity or other comprehensive income in which case it is recognized in equity or
in other comprehensive income. The Management periodically evaluates positions taken in tax returns
with respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to tax authorities.

Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior years.

Deferred Tax

Deferred tax is provided on temporary differences at the reporting date between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are
recognized for all taxable temporary differences except:

«  Where the deferred tax liability arises from the initial recognition of goodwill or of an asset or liability
in a transaction that is not a business combination, and at the time of transaction, affects neither the
accounting profit nor taxable profit or loss.

+ In respect of taxable temporary differences associated with investments in subsidiaries, where
the timing of the reversal of the temporary differences can be controlled and is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognized for all deductible temporary differences, carried forward unused tax
credits and unused tax losses (if any), to the extent that it is probable that the taxable profit will be
available against which the deductible temporary differences, carried forward unused tax credits and
unused tax losses can be utilized except:

+  Where the deferred tax asset relating to the deductible temporary differences arising from the initial
recognition of an asset or liability in a transaction that is not a business combination, and at the time
of transaction, affects neither the accounting profit nor taxable profit or loss.

« Inrespect of deductible temporary differences associated with investments in Subsidiaries, deferred
tax assets are recognized only to the extent that it is probable that the temporary differences will
reverse in the foreseeable future and taxable profit will be available against which the temporary
difference will be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent
that it is probable that sufficient profit will be available to allow the deferred tax asset to be utilized.
Unrecognized deferred tax assets are reassessed at each reporting date and are recognized to the extent
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that it has become probable that future taxable profit will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been
enacted or substantively enacted at the reporting date.

Current and deferred tax assets and liabilities are offset only to the extent that they relate to income taxes
imposed by the same taxation authority.

3.10. Deposits, debt securities issued and subordinated liabilities
a. Deposits
Deposit by banks & customers are financial liabilities of the bank as there is an obligation to deliver
cash or financial assets back to the depositing bank or customer and are initially recognized at fair
value, plus for those financial liabilities not at fair value through profit and loss. The transaction price
is considered as the fair value for measuring the deposits.

b. Debt Securities Issued
Debt Securities are initially measured at the Fair value less incremental direct cost and subsequently
at their amortized cost using effective interest method except where the bank designates liabilities
at Fair value through profit or loss.
The issued Debenture amounting to NPR. 1,000,000,000/- bearing interest rate of 8% p.a for a tenure
of 10 Years .

c. Subordinate Liabilities
These are the liabilities subordinated at the event of winding up to claims of depositors, debt
securities issued and other creditors. It shall include redeemable preference shares, subordinated
notes issues, borrowings etc.

The bank does not have any Subordinate Liabilities.

3.11. Provisions, Commitments and Contingencies

A provision is recognized if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation. The amount recognized is the best estimate of the consideration required
to settle the present obligation at the reporting date, taking in to account the risks and uncertainties
surrounding the obligation at that date. Where a provision is measured using the cash flows estimated
to settle the present obligation, its carrying amount is determined based on the present value of those
cash flows. A provision for onerous contracts is recognized when the expected benefits to be derived
by the Bank from a contract are lower than the unavoidable cost of meeting its obligations under the
contract. The provision is measured as the present value of the lower of the expected cost of terminating
the contract and the expected net cost of continuing with the contract.

Before a provision is established, the Bank recognizes any impairment loss on the assets associated with
that contract. The expense relating to any provision is presented in the Statement of Profit or Loss net off
any reimbursement.

All discernible risks are accounted for in determining the amount of all known liabilities. Contingent
liabilities are possible obligations whose existence will be confirmed only by uncertain future events or
present obligations where the transfer of economic benefitis not probable or cannot be reliably measured.
Contingent liabilities are not recognized in the Statement of Financial Position but are disclosed unless
they are remote.

The Bank receives legal claims against it in the normal course of business. Management has made
judgments as to the likelihood of any claim succeeding in making provisions. The time of concluding
legal claims is uncertain, as is the amount of possible outflow of economic benefits.
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3.12. Revenue Recognition
Revenue is recognized to the extent that it is probable that the economic benefits will flow to Bank and
the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognized.

Interest Income

Interest Income on financial instruments measured at amortized cost is recognized using the Effective
Interest Rate (EIR) method in accordance with NFRS 9- Financial Instruments and the NRB Guidance note
on Interest Income Recognition, 2025.

Effective Interest Rate (EIR) is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial instrument or a shorter period, where appropriate, to
the net carrying amount of the financial asset or financial liability. The calculation takes into account
all contractual terms of the financial instrument (for example, prepayment options) and includes any
fees or incremental costs that are directly attributable to the instrument and are an integral part of the
Effective Interest rate (EIR) but excludes expected credit losses.

Application of Transitional Arrangement
In line with the NRB Guidance note on Interest Income Recognition, 2025, the Bank has adopted a three-
year transitional arrangement for interest income recognition:

FY 2081/82 (Year1) and FY 2082/83 (Year 2):

Stage 1 Financial Assets:

Stage 1 refers to the relevant financial assets classified as stage 1 as per Expected Credit Loss (ECL)
guideline issued by Nepal Rastra Bank or assets classified as pass category as per unified directives if
have not developed policy or stages for classification of assets as per ECL guidelines. For stage 1financial
assets Interest income recognized on accrual basis using coupon rate or effective rate and any interest
suspense at the beginning of quarter is also recognized as interest income.

Stage 2 Financial Assets:

Stage 2 refers to the relevant financial assets classified as stage 2 as per Expected Credit Loss (ECL)
guideline issued by Nepal Rastra Bank or assets classified as Watchlist category and restructure/
rescheduling but performing category as per unified directives if have not developed policy or stages for
classification of assets as per ECL guidelines. For stage 2 financial assets Interest income recognized on
accrual basis using coupon rate or effective rate and any interest suspense at the beginning of quarter
is also recognized as interest income.

Stage 3 Financial Assets:

Stage 3 refers to the relevant financial assets classified as stage 3 as per Expected Credit Loss (ECL)
guideline issued by Nepal Rastra Bank or assets classified as non-performing category and restructure/
rescheduling but non-performing category as per unified directives if have not developed policy or
stages for classification of assets as per ECL guidelines. For stage 3 financial assets Interest income
recognized on cash basis (incremental approach). Interest income recognized on accrual basis using
coupon rate or effective rate shall be adjusted against the movement in accrued interest receivable
during the current quarter and interest suspense at beginning of quarter and only cash-based interest
income during the quarter shall be recognized.

FY 2083/84 (Year 3) onwards:

Stage 1 Financial Assets:

For stage 1 financial assets, Interest income recognized using Effective Interest Rate (EIR) or (Deemed EIR
for old term loans booked up to Asadh end 2083) on gross carrying amount applicable for the current
quarter. Deemed Effective Interest rate refers to the EIR as defined in NFRS 9 without considering integral
fees obtained but considering all other discounts, premiums and other integral costs.
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Stage 2 Financial Assets:

For stage 2 financial assets, Interest income recognized using Effective Interest Rate (EIR) or (Deemed EIR
for old term loans booked up to Asadh end 2083) on gross carrying amount applicable for the current
quarter. Deemed Effective Interest rate refers to the EIR as defined in NFRS 9 without considering integral
fees obtained but considering all other discounts, premiums and other integral costs.

Stage 3 Financial Assets or Purchased/Originated Credit Impaired(POCI) Financial Assets:
For stage 3 financial assets, Interest income recognized on amortized cost using Effective Interest Rate
(EIR) or (Deemed EIR for old term loans).

Purchased or Originated Credit Impaired (POCI) Assets:

Purchased or Originated Credit Impaired (POCI) refers to the financial assets that are purchased or
originated credit impaired as defined in NFRS 9, recognized the relevant quarter and also refers to the
new loan disbursed the quarter for accounts that were classified under stage 3 of Non performing Loan
(NPL) at previous quarter end. For POCI assets, Interest income recognized using Effective Interest Rate
(EIR) on amortized costs.

Interest income is recorded every quarter based on the stage of loans and advances at the end of the
previous quarter. The Bank keeps detailed records for each loan, including accrued interest, suspense,
cash received, Expected Credit Loss (ECL) provisions, and reconciles them quarterly to meet the
transitional requirements.

Accrued interest income of 16th July 2026 which has been realized till 31th July 2026 has been factored in
computation in Regulatory Reserve in line with regulator’s guidelines.

Bank has adopted the Guidance Note on Interest Income Recognition, 2025 issued by Nepal Rastra Bank
issued on 27th July 2025 for the recognition of Interest Income i.e. the criteria for suspension of interest
income and cessation of accrued Interest which requires cessation of recognition interest income for
loans which are significantly impaired i.e stage 3. As on Ashad End 2083 the bank has ceased acquisition
on interest amounting to NPR. 180,731,327 related to Stage 3 Loan corresponding amount as on Ashad End
2082 was NPR. 225,086,778.

Further the reconciliation of Accured Interest Receivable on Loan & Advance as on Ashad end 2083 is

below:
Particular Accured Interest Receivable
Opening Balance 352,377,451
Add: Adjustment during the Year 233,053,481
Less: Interest derecognized during the year on Stage 3 Loan (180,731,327)
Closing Balance 404,699,605

Fee and Commission Income

Fees earned for the provision of services over a period of time are accrued over the period, which include
service fees and commission income. The bank has availed the option provided as per carve-out of NFRS
for transaction cost to be included in computing effective interest rate.

Dividend Income
Dividend income is recognized when the right to receive payment is established.

Net Trading Income

Net trading income comprises gains less losses relating to trading assets and liabilities, and includes all
realized interest, dividend on financial assets held for trading and foreign exchange differences as wells
as unrealized changes in fair value of trading assets and liabilities.
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Net income from other financial instrument measured at fair value through Profit or Loss

Trading assets such as equity shares and mutual fund are recognized at fair value through profit or loss.
No other financial instruments are designated at fair value through profit or loss. The bank has no income
under the heading net income from other financial instrument at fair value through profit or loss.

3.13. Interest expense
For financial liabilities measured at amortized cost, interest expense is recognized using the Effective
Interest Rate (EIR) to the extent material and practicable. EIR is the rate that exactly discounts estimated
future cash payments through the expected life of the financial liabilities or a shorter period, where
appropriate, to the net carrying amount of the financial liability.

3.14. Employee Benefits
Employee benefits are all forms of consideration given by an entity in exchange for service rendered by
employees or for the termination of employment. Such benefits include short term, long term, termination
and other long-term benefits.

a. Short Term Employee Benefits
Short term Employee Benefits include items such as following, if expected to be settled before twelve
months after the end of annual reporting period in which employee rendered the related services.
« Wages, salaries and Social Security contribution.
« Paid annual leave and paid sick leave
- Profit Sharing and Bonus
« Non-Monitory Benefits for current employees

Short term employee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided. A liability is also recognized for the amount expected to be paid
under bonus required by the Bonus Act, 2030 to pay the amount as a result of past service provided
by the employee and the obligation can be estimated reliably under short term employee benefits.

b. Post-Employment Benefits Plan
Post- employment benefits plan of the Development Bank includes the followings;

«  Defined Contribution Plan — Provident Fund
Under Defined Contribution plan the entity’s legal and constructive obligation is limited to the
amount that it agrees to contribute to the fund.

Obligations for contribution to defined contribution plans are recognized as personnel expenses in
profit or loss in the periods during which related services are rendered. Contribution to a defined
contribution plan that are due more than 12 months after the end of the reporting period in which the
employees render the service are discounted to their present value.

Under this plan of provident fund, the Development Bank pays pre-defined amounts to separate
funds and does not have any legal or informal obligation to pay additional sums. Contributions
to defined contribution schemes (Provident fund) are charged to the profit or loss statement in
the year to which they relate as the Development Bank has no further defined obligations beyond
monthly contributions. 10% of the Basic Salary as Contributions to defined contribution schemes by
the Development Bank along with same contribution from employees are deposited with Employees
Provident Fund (Karmachari Sanchaya Kosh) and other approved retirement funds.

+  Defined Benefit Plan — Gratuity
Under defined benefit plans, the entity obligation is to provide the agreed benefits to current and
former employees. A defined benefit plan is a post-employment benefit plan other than a defined
contribution plan. The Development Bank’s net obligation in respect of defined benefit plans is
calculated separately for each plan by estimating the amount of future benefit that employees
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have earned in return for their service in the current and prior periods. That benefit is discounted
to determine its present value. Any unrecognized past service costs and the fair value of any plan
assets are deducted.

i.  The Development Bank provides for defined benefits in the form of gratuity. The liability or asset
recognized in the Statement of Financial Position in respect of defined benefit gratuity plan is the
present value of defined benefit obligations at the end of the reporting period less fair value of plan
assets. The defined benefit obligation is calculated annually by actuaries through actuarial valuation
using the projected unit credit method.

ii. The Development Bank recognizes the following changes in the defined benefit obligation to the
profit or loss statement:

«  Service costs comprising current service costs and past-service costs

. Interest expenses

The net interest cost is calculated by applying the discount rate to the net balance of the defined
benefit obligation and fair value of plan assets. This cost is included in employee benefit expenses in the
statement of the profit & loss.

iii. Any changes in the liabilities over the year due to changes in assumptions or experience within the
scheme are recognized in other comprehensive income in the period in which they arise.

iv. NAS 19 requires the exercise of judgment in relation to various assumptions including future pay
rises, inflation and discount rates and employee and pensioner demographics. The Development
Bank determines the assumptions in conjunction with its actuaries, and believes these assumptions
to be in line with best practice, but the application of different assumptions could have a significant
effect on the amounts reflected in the income statement, other comprehensive income and balance
sheet. There may also be interdependency between some of the assumptions.

v. The classification of the Development Bank’s net obligation into current and non- current obligation
is as per the actuarial valuation report.

vi. Gratuity is funded and deposited to a separate entity (Retirement Fund maintained by Employees
Provident Fund) towards meeting the gratuity obligation.

. Other long-term employment benefits

i.  Aliability is recognized for benefits accruing to employees in respect of wages and salaries, annual
leave and sick leave in the period the related service is rendered at the undiscounted amount of the
benefits expected to be paid in exchange for that service.

ii. Compensated absences which are not expected to occur within twelve months after the end of the
period in which the employee renders the related services are recognized as a liability at the present
value of the obligation as at the Balance sheet date determined based on an actuarial valuation.

iii. The Development Bank recognizes the following changes in the defined benefit obligation to the
profit or loss statement:

«  Service costs comprising current service costs and past-service costs

+ Interest expenses

+  Any changes in the liabilities over the year due to changes in assumptions or experience within the
scheme are recognized in profit or loss account in the period in which they arise.

Explanatory Notes
Gratuity benefit obligations, plan assets, movement in gratuity liability & fair value of assets etc. related
with long term employee benefits has been presented under schedule 4.23.1 A.
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Accumulated Leave
The Bank provides accumulated leave benefit as per its employee's by-laws. The Home Leave is
accumulated up to 90 days and there is no limit for the accumulation of Sick Leave.

Accumulated leave benefits are treated as long term benefit liability. Accumulated leave obligations are
estimated on the basis of actuarial Valuation. Long term benefit liability is not subject to same degree
of uncertainty as defined benefit plan. Therefore, re-measurement gain/(loss) on accumulated leave is
charged to Profit and Loss account as on Ashad end 2083.

The bank has no further payment obligations once the contributions have been paid.

+ Staff Bonus
Provision for bonus has been made at 10% of net profit before such bonus.

3.15. Leases
A contract is, or contains, a lease if the contract conveys the right to control the use of an identified
asset for a period of time in exchange for consideration. At the lease commencement date, the bank
recognizes a right-of-use asset and a lease liability. Right-of-use asset is measured at cost and lease
liability at present value of future lease payments discounted using the incremental borrowing rate.

Identifying a lease

At the inception of a contract, the bank assesses whether the contract is, or contains, a lease. The
arrangement is, or contains, a lease if the contract conveys the right to use of a specific asset or assets
for a period of time in exchange for consideration.

The development bank has applied accounting for lease component with the true spirit of NFRS 16 which

states that a lessee (bank) has the right to direct the use of an identified asset if either:

«  The lessee has the right to direct how and for what purpose the asset is used throughout its period
of use; or

«  The relevant decisions about use are pre-determined and the lessee has the right to operate the
asset throughout the period of use without the lessor having the right to change these operating
instructions.

With a very few exceptions, NFRS 16 abolishes the distinction between an operating lease and a finance
lease in the financial statements of lessees. Hence, the bank recognizes the right of use asset and an
associated liability at the inception of the lease.

a. Rightof use asset
The development bank measures the right-of-use asset initially at the amount of the lease liability plus
any initial direct costs incurred by the bank. The bank has made adjustments required for lease incentives,
payments at or prior to commencement and restoration obligations or similar.

After lease commencement, the development bank shall measure the right-of-use asset using a cost
model. Under the cost model a right-of-use asset is measured at cost less accumulated depreciation
and accumulated impairment.

Theright-of-use asset is depreciated using the straight-line method from the commencement date tothe
earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The development
bank determines the estimated useful lives of right-of-use assets on the same basis as those of property
and equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any,
and adjusted for certain re-measurements of the lease liability.
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b. Lease Liability
The development bank measures lease liability initially at the present value of the lease payments
payable over the lease term, discounted at the incremental borrowing rate.

The lease liability is subsequently re-measured to reflect changes in:

«  The lease term (using a revised discount rate);

«  The assessment of a purchase option (using a revised discount rate);

+  The amounts expected to be payable under residual value guarantees (using an unchanged
discount rate); or

«  Future lease payments resulting from a change in an index or a rate used to determine those
payments (using an unchanged discount rate).

The lease liability is measured at amortized cost and is re-measured when there is a change in future
lease payments arising from a change in discounting rate, if there is a change in the bank’s estimate of
the amount expected to be payable under the lease, or if the bank changes its assessment of whether it
will exercise a purchase, extension or termination option under the contract of lease.

When the lease liability is re-measured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use
asset has been reduced to zero.

Short-term leases and leases of low-value assets

The development bank has elected not to recognize right-of-use assets and lease liabilities for short-term
leases that have a lease term of 12 months or less and leases of low-value assets. The bank recognizes
the lease payments associated with these leases as an expense on accrual basis on statement of Profit
and loss.

Development bank has disclosed and recognizes the right of use asset and an associated liability at the
inception of the lease and depreciated the Right to use of assets (Lease) and amortized the lease liability
as following:

The bank uses Cost model prescribed under NFRS 16 to measure the right of use (ROU) asset and Lease
Liability, During the year the bank has recognized new ROU assets and Lease Liability amounting to
NPR. 29,471,153. Further, the bank has charged depreciation and amortization expenses on ROU Assets
amounting to NPR. 43,653,868. During the year, Finance charges of NPR 30,389,537 has been recognized as
interest expenses on Lease liability. The actual cash rental outflow for the year amounts to NPR. 63,460,961.
As on Ashadh 2083, bank has ROU assets amounting to NPR. 148,214,608 and Lease liability amounting
to NPR. 173,845,499 which are included in Property and Equipment and Other Liability in Statement of
Financial Position respectively

Particulars Right to Use Assets Lease Liability

Value at Shrawan 1, 2082 162,397,323 177,445,770
Re-stated as per NFRS 16 - -
Adjusted Opening Balance 162,397,323 177,445,770
Addition during the Year 29,471,153 29,471,153
Add: Finance Charges 30,389,637
Less: Amortization 43,653,868

Less: Rental Payments 63,460,961
Value in Ashad End 2083 148,214,608 173,845,499
Other Assumptions

Incremental Borrowing Rate 9% 9%
Lease Term Remaining Lease Term

3.16. Foreign currency translation
The Financial Statement is presented in Nepalese Rupees which is the functional and presentation
currency of the company.
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Foreign currency transactions are translated into the NPR using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions
and from translation at year end exchange rates of monetary assets and liabilities denominated in
foreign currencies are recognized in the profit or loss, except when recognized in other comprehensive
income. Non-monetary assets that are measured at fair value are translated using exchange rate at the
date that fair value was determined.

Financial guarantee and loan commitments

In the ordinary course of business, the Bank issues performance guarantees, bid bond guarantees and
advance payment guarantee. These guarantees are initially disclosed in the financial statement (within
‘contingent liabilities’) at guaranteed value. The premium received is recognized in the statement of
profit or loss in net fees and commission income on a straight-line basis over the life of the guarantee.

Loan commitment is the commitment where the Development Bank has confirmed its intention to
provide funds to a customer or on behalf of a customer in the form of loans, overdrafts, future guarantees,
whether cancellable or not, or letters of credit and the Development Bank has not made payments at the
reporting date, those instruments are included in this financial statement as commitments.

Share Capital and Reserves

Share Capital

Financial instruments issued are classified as equity when there is no contractual obligation to transfer
cash, other financial assets or issue available number of own equity instruments. Incremental costs
directly attributable to the issue of new shares are shown in equity as deduction net of taxes from the
proceeds.

Dividends on ordinary shares classified as equity are recognized in equity in the period in which they are
declared.

The share capital of the Development Bank includes the equity share capital with 51 % of Promoter
and 49% of the public. The Development Bank has also maintained several statutory reserves and free
reserves which are presented in the statement of changes in equity.

The share issue expenses which can be avoided for the issue was charged in the year of issue directly
through equity and disclosed in statement of changes in equity. Tax impact is also disclosed.

Reserves
The reserves include regulatory and free reserves.

General Reserve

20% of the net profit is set aside to general reserve until the reserve is twice the paid of share capital as
per Bank and Financial Institution Act. The reserve is the accumulation of setting aside profits over the
years.

No Dividend (either cash dividend or bonus share) are distributed from the amount from General/
Statutory Reserve.

Exchange Equalization Reserve
25% of the revaluation gain on foreign currency is set aside to exchange equalization reserve as per Bank
and Financial Institution Act. The Reserve is cushion against adverse movement in foreign currency.

Assets Revaluation Reserve

Any Reserve created from revaluation of assets (such as Property & Equipment, Intangible Assets,
Investment Property) shall be presented under this heading. Revaluation reserve is created for the
property and equipment transferred from Bhargav Bikas Bank at Fair Value.
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«  Corporate Social Responsibility Fund
The fund created for the purpose of corporate social responsibility by allocating 1% of Net profit as per NRB
Directive is presented under this account head.

- Employee Training Fund
The fund created for the purpose of employee training by allocating 3% of employee expenses of previous
year excluding staff bonus and winding up interest cost on staff loan. The fund is utilized for the training
of employees.

»  Fair Value Reserve
The amount that is allocated from profit or retained earnings of the Bank to this reserve as per the Directive
of NRB which shall not be regarded as free for distribution of dividend (cash as well as bonus shares) shall
be presented under this account head. The fair value reserve of the bank includes the reserve net of tax
created relating to Market Value of Share investment.

«  Actuarial Gain/(Loss) Reserve
The amount that is allocated from profit or retained earnings of the Bank both positive or negative to this
reserve as per the Directive of NRB which shall not be regarded as free for distribution of dividend (cash
as well as bonus shares) shall be presented under this account head. This reserve includes actuarial
gain/(loss) net of tax on defined benefit plan and long-term employee benefits.

» Investment Adjustment Reserve
It is a reserve created on investment such as investment in subsidiary or unlisted investment in equity for
more than two years as per the investment related directive of Nepal Rastra Bank.

- Debenture Redemption Reserve:
This is a statutory reserve under banking regulations specified in NRB directive no.16. As per the NRB
directive no. 16(5)(2) Banks and Financial Institutions are required to create a separate reserve and
transfer the balance out of the profit to the said reserve in proportionate basis with exception for the
financial years in which the debenture is issued or redeemed, and in the circumstance mentioned in
directives no. 16(5)(2)(ka) and 16(5)(2)(Kha). Accordingly, the bank has not created such reserves for
current financial year in which debenture was issued.

* Regulatory Reserve

The amount that is allocated from profit or retained earnings of the Bank to this reserve as per the Directive
of NRB for the purpose of implementation of NFRS and which shall not be regarded as free for distribution
of dividend (cash as well as bonus shares) shall be presented under this account head. The regulatory
reserve of the bank includes the reserve net of tax created relating to Accrued Interest Receivable as on
Ashad End 2083 not recovered till Shrawan 15, 2083, Reserve on Deferred Tax Assets, Non-Banking Assets,
reduction in fair value of investment in equity below cost price, actuarial loss etc. Movement of Regulatory
reserve is presented below.
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Movement of Regulatory reserve on Accured Interest Receivables FY 2082/83:

Accured Interest 585,430,932
Interest on Stage 3 Loan (180,731,327)
Interest Received 2083.04.15 (23,051,609)
Restructure Interest 70,420,873
Net Interest Receivable for RRP Calculation 452,068,869
Less: Staff Bonus effect (45,206,887)
Less: Tax Effect (122,058,595)
Retained earnings after Bonus & Tax 284,803,387
General Reserve (56,960,677)
CSR Reserve (2,848,034)
Net Regulatory Reserve 224,994,676

e Otherreserve

Any reserve created with specific or non-specific purpose (except stated in above) are presented under
thus by disclosing accounting heads.

Particulars CSR Fund Training Assets Actuary Total Investment Exchange Total Other
Reserve Fund Revaluation Reserve Related Fluctuation Reserve
Reserve Reserve Reserve Reserve

Balance at Ashad 32, 2082 11,068,384 23,739,798 38,025,854 | (2,868,926) 69,965,110 2,500,000 452,793 72,917,903
Adjusted Opening 11,068,384 23,739,798 38,025,854 (2,868,926) 69,965,110 2,500,000 452,793 72,917,903
Transfer from Investment © © ©
Adjustment Reserve
Transfer to Employee Training Fund 13,924,863 13,924,863 13,924,863
Utilization from Employee Training (13,165,294) (13,165,294) (13,165,294)
Fund
Transfer to CSR Fund 1,103,113 1,103,113 1,103,113
Utilization from CSR Fund (4,992,045) (4,992,045) (4,992,045)
Transfer from Exchange Fluction 34,321 34,321
Reserve
ocCl 654,599 654,599 654,599
Balance at Ashad 32, 2083 17,179,452 | 24,499,366 38,025,854 (2,214,327) 77,490,345 2,500,000 487,113 80,477,458

3.19. Earnings per share
Basic earnings per share is computed by dividing the profit/ (loss) for the year by the weighted average
number of equity shares outstanding during the year. The weighted average number of equity shares
outstanding during the year is adjusted for treasury shares, bonus issue, bonus element in a rights issue
to existing shareholders, share split and reverse share split (consolidation of shares).

Diluted earnings per share is computed by dividing the profit/ (loss) for the year as adjusted for dividend,
interest and other charges to expense or income (net of any attributable taxes) relating to the dilutive
potential equity shares, by the weighted average number of equity shares considered for deriving basic
earnings per share and the weighted average number of equity shares which could have been issued
on the conversion of all dilutive potential equity shares. Potential equity shares are deemed to be dilutive
only if their conversion to equity shares would decrease the net profit per share from continuing ordinary
operations. Potential dilutive equity shares are deemed to be converted as at the beginning of the period,
unless they have been issued at a later date.

The Bank measures earning per share on the basis of the earning attributable to the equity shareholders
for the period. The number of shares is taken as the weighted average number of shares for the relevant
period as required by NAS 33 - Earnings Per Share. Earnings per share are disclosed in Statement of Profit
or Loss.

There are no instruments, such as convertibles, that would require dilution of EPS, therefore diluted EPS
has not been computed and disclosed.
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3.20. Ssegmental Reporting
The Bank’s segmental reporting is in accordance with NFRS 8 Operating Segments. Operating segments
are reported in a manner consistent with the internal reporting provided to the bank’s management,
which is responsible for allocating resources and assessing performance of the operating segments. All
transactions between business segments are conducted on an arm'’s length basis, with intra-segment
revenue and costs being eliminated in Head Office. Income and expenses directly associated with each
segment are included in determining business segment performance.

The Bank has determined segments based on the province of operation by the management for
decision making purpose. Such segmental information has been provided under Disclosures & Additional
Information (Point No. 5.5).

No revenue from transactions with a single external customer or counterparty amounted to 10% or more
of the bank’s total revenue in any of the periods reported.

3.21. Interim Financial Reporting
Interim reports corresponding to the financial statements had been reported in accordance with the
regulatory reporting requirements. Those statements have been published quarterly in national level

newspaper.
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Notes Forming Part of the Financial Statements
4.1 Cashand cash equivalent

Particulars Ason Ashad End, 2083 As on Ashad End, 2082

Cash in Hand 703,872,372 739,528,434
Balances with B/Fis 4,608,185 4,578,969
Money at call and short notice 936,488,771 1,373,786,616
Other (Interbank Lending) - -
Total 1,644,969,328 2,117,894,019

4.2 Due from Nepal Rastra Bank

Particulars

As on Ashad End, 2083 Ason Ashad End, 2082

Statutory balances with NRB 3,489,669,377 3,273,571,333
Securities purchased under resale agreement - -
Other deposit and receivable from NRB = =

Total 3,489,669,377 3,273,571,333

4.3 Placements with Bank and Financial Institutions

Particulars

Placement with domestic B/Fls

Placement with Foreign B/FIs

Less: Allowances for impairement
Total

As on Ashad End, 2083 As on Ashad End, 2082

4.4 Derivative Financial Instruments

Particulars As on Ashad End, 2083 As on Ashad End, 2082

Held for trading
Interest rate swap
Currency Swap
Forward exchange contract
Others
Held for risk management
Interest rate swap
Currency Swap
Forward exchange contract
Others

Total

4.5 Other Trading assets

Particulars
Treasury Bills
Government bond
NRB bonds
Domestic Corporate bonds
Equities
Other

Total

Pledged
Non- Pledged

As on Ashad 32, 2083

As on Ashad 31, 2082

4.6 Loans and advances to B/Fls

Particulars

As on Ashad End, 2083 As on Ashad End, 2082

Loan to Microfinance Institutions 695,306,958 1,377,732,214
Other - -
Less: Allowances for Impairment (Sub No 4.6.1) (6,949,227) (63,639,839)
Total 688,357,731 1,314,092,375
7
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4.6.1 Allowances for Impairment

Particulars FY 2082-83 FY 2081-82
Balance as at Shrawan 1 63,639,839 71,560,294
Impairment loss for the year:
Charge for the year (56,690,612) (7,920,456)
Recoveries/ Reversal
Amount written off
Balance as at Ashad End 6,949,227 63,639,839

4.7 Loans and advances to customers

Particulars As on Ashad End, 2083 Ason Ashad End, 2082

Loans and advances measured at amortized cost 66,027,099,128 59,373,978,777

Less: Impairment allowances (Sub note 4.7.4)

Collective Impairment (2,810,154,508) (2,466,856,640)

Individual Impairment - -

Net amount 63,216,944,620 56,907,122,137

Loan and advances measured at FVTPL - -
Total 63,216,944,620 56,907,122,137

4.7.1 Analysis of loan and advances - By product

Particulars As on Ashad End, 2083 Ason Ashad End, 2082

Product
Long Term Loans
- Personal =
- Business 24,141,830,451 23,510,925,050
- Working Capital -
overdraft (Personal) 598,904,320 673,911,343
Cash Credit Loan 9,764,016,493 10,120,232,235
Trust Receipt Loan/Import Loan - -
Short Term Working quitoI/Demqnd Loan 1,936,038,541 670,997,243
Personal Residential Loan 5,615,768,545 4,444,680,835
Real Estate Loan 7,243,549,083 4,936,592,547
Margin Nature Loan 2,285,993,501 2,331,211,324
Hire Purchase Loan 847,560,952 876,265,307
Deprived Sector Loan 3,083,724,160 3,091,444,959
Bills Purchased = =
Other Product 9,5645,085,727 9,224,346,746
Staff Loans 559,927,748 518,725,950
Sub-total 65,622,399,523 60,399,333,539
Interest Receivable 404,699,605 351,319,936
Grand Total 66,027,099,128 60,750,653,475

4.7.2 Analysis of loan and advances - By Currency

Particulars As on Ashad End, 2083 As on Ashad End, 2082

Nepalese Rupee
Indian Rupee
United States Dollar
Great Britain Pound
Euro

Japanese Yen
Chinese Yuan
Other

Grand Total

66,027,099,128

66,027,099,128

60,750,653,475

60,750,653,475

00
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4.7.3 Analysis of loan and advances - By Collateral

Particulars Ason Ashad End, 2083 Ason Ashad End, 2082

Secured
Moveable/Immoveable Assets
Gold and Silver
Guarantee of Domestic BFls
Government Guarantee
Guarantee of International Rated Bank
Collateral of Export Document
Collateral of Fixed Deposit Receipt
Collatereal of Government Securities
Counter Guarantee
Personal Guarantee
Other Collateral

Sub Total

Unsecured

Grand Total

64,943,264,805

694,922,676

242,868,658

146,042,989

66,027,099,128

66,027,099,128

58,874,835,519

1,376,674,702

362,949,577

136,193,677

60,750,653,475

60,750,653,475

4.7.4 Allowances for Impairment

Particulars Ason Ashad End, 2083 As on Ashad End, 2082
Specific allowances for impairment
Balance at Shrawan 1, 2082 - 641,683,355
Impairment loss for the year: - (641,683,355)
Charge for the year - (641,683,355)
Recoveries/reversal during the year
Write- offs - -
Exchange rate variance on foreign currency
Other movement
Balance at Ashad End, 2083 - -
Collective allowances for impairment
Balance at Shrawan 1, 2082 2,466,856,641 866,851,677
Impairment loss for the year: 343,297,867 1,600,004,964
Charge/(reversal) for the year 343,297,867 1,600,004,964
Exchange rate variance on foreign currency - -
Other movement = =
Balance at Ashad End, 2083 2,810,154,508 2,466,856,641
Total allowances for impairment 2,810,154,508 2,466,856,641

4.8 Investmentin securities

Particulars

As on Ashad End, 2083 As on Ashad End, 2082

Investment securities measured at amortized cost (Sub 16,412,329,700 14,643,649,110
note 4.8.1)
Investment in equity measured at FVTOCI (Sub note 823,296,222 649,926,934
482)

Total 17,235,625,923 15,293,576,045

4.8.1Investment in securities measured at amortized cost

Particulars As on Ashad End, 2083 As on Ashad End, 2082
Debt Securities - -
Government Bond* 11,738,929,700 11,643,649,10
Government treasury bills - 100,000,000
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposit instruments* 4,673,400,000 2,900,000,000
Other - -
Less: Specific allowances for impairment = =
Total 16,412,329,700 14,643,649,110

*Accured interest receivables on government Securities included in Government Bond .
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4.8.2 Investment in equity measured at fair value through other Other comprehensive income

Particulars

As on Ashad End, 2083 As on Ashad End, 2082

Equity Instrument
Quoted equity securities
Unquoted equity securities
Total

646,944,622
176,351,600
823,296,222

592,181,834
57,745,100

649,926,934

4.8.3 Information relating to investment in equities

Particulars

As on Ashad End, 2083

(.13 4

Fair Value

As on Ashad End, 2082

Cost

Fair Value

INVESTMENT IN EQUITY INSTRUMENTS - QUOTED
1 Aarambha Chautari Laghubittya Bittiya Sastha Ltd
69,660 Promoter Share of Rs. 100 each
2 Asian Life Insurance Co. Limited

3 Bonus Share of Rs. 100 each

3 Chilime Hydropower Company Limited
2,291Share of Rs. 100 each

4 Citizen Mutual Fund 2

250,000 Units of Rs. 10 each

5 Global Ime Balance Fund 1

500,000 Units of Rs. 10 each

6 Sanima General Insurance Company Nepal Ltd
78,321 Promoter Share of Rs. 100 each
7 Surya Jyoti Life Insurance Company Ltd
36,428 Promoter Share of Rs. 100 each
8 Nabil Balance Fund-3

16,670 Units of Rs. 10 each

9 Nabil Balance Fund -2

309,099 Units of Rs. 15.44 each

10 | National Life Insurance Co. Ltd.

41,922 Share of Rs. 100 each

n Nepal Life Insurance Co. Ltd.

5,500 Share of Rs. 100 each

12 | Mero Lagubita Bittiya Sanstha Limited
4 Bonus Share of Rs. 100 each

13 | Nerude Mirmire Laghubitta Bittiya Santha Ltd
2 Bonus Share of Rs. 100 each

14 | Ngadi Group Power Limited

9 Bonus Share of Rs. 100 each

15 | NLG Insurance Company Ltd

1Bonus Share of Rs. 100 each

16 | Neco Insurance Ltd

4 Bonus Share of Rs. 100 each

17 | Nepal Insurance Company Limited
1Bonus Share of Rs. 100 each

18 | Nmb Sulav Fund Il

250,000 Units of Rs. 10 each

19 | Nibl Sahbhagita Fund

790,827 Units of Rs. 9.87 each

20 | Nic Asia Growth Fund

500,000 Units of Rs. 10 each

21 | Nmb 50 Mutual Fund

450,000 Units of Rs. 10 each

22 | Siddhartha Equity Fund

2,067,748 Units of Rs. 10 each

23 | Siddhartha Investment Growth Scheme
5,000,000 Units of Rs. 10 each

24 | Sanima Growth Fund

400,000 Units of Rs. 10 each

25 | Nabil Flexi Cap Fund

2,000,000 Units of Rs. 10 each

26 | Nibl Growth Fund

3,000,000 Units of Rs. 10 each

27 | Prabhu Select Fund (PSF)

500,000 Units of Rs. 10 each

28 | NIBL Stable Fund

250,000 Units of Rs. 10 each

29 | Muktinath Mutual Fund-1 MMF
3,000,000 Units of Rs. 10 each

30 | Garima Samridhi Yojana Mutual Fund
1,000,000 Units of Rs. 10 each

31 | NMB Hybrid Fund-II

150,000 Units of Rs. 10 each

32 | Machhapuchchhre Capital Mutual Fund
500,000 Units of Rs. 10 each

33 | Vision Lumbini Urja Company Ltd.

500,000 Share of Rs. 100 each

34 | Dhaulagiri Laghubitta Bittiya Sanstha Limited
11,250 Promoter Share of Rs. 100 each

35 | Sahas Urja Limited

42,679 Share of Rs. 100 each

5,000,000

1521567

2,500,000

5,000,000

7,285,700

3,303,800

166,700

4,771,334

24,333,480

4,434,095

2,500,000

7,400,000

5,000,000

4,500,000

20,677,480

50,000,000

4,000,000

20,000,000

30,000,000

5,000,000

2,500,000

30,000,000

10,000,000

1,500,000

5,000,000

50,000,000

1,500,000

25,357,091

32,461,560

1,088,454

2,475,000

5,250,000

18,366,275

7,522,382

165,533

3,060,080

24,272,838

4,123,900

2,557,500

7,939,903

4,745,000

4,581,000

20,718,835

55,000,000

4,180,000

20,420,000

32,730,000

6,175,000

2,260,000

29,700,000

10,300,000

1,519,500

5,000,000

107,000,000

6,800,625

27,143,844

5,000,000

100

1521567

2,500,000

5,000,000

7,285,700

3,303,800

166,700

4,771,334

24,333,480

4,434,095

800

100

2,500,000

7,400,000

5,000,000

4,500,000

20,677,480

50,000,000

4,000,000

20,000,000

30,000,000

5,000,000

2,500,000

30,000,000

10,000,000

1,500,000

5,000,000

50,000,000

1,500,000

37,874,490

1,495

1,222,134

2,670,000

5,455,000

23,887,513

8,136,012

166,533

3,124,991

23,938,613

4,252,108

3,386

1,401

3,588

779

2,841

645

2,822,500

7,395,000

4,760,000

4,810,500

21277127

52,500,000

4,128,000

20,000,000

29,580,000

5,735,000

2,472,500

29,700,000

9,950,000

1,359,000

4,965,000

153,017,500

8,541,731

306,579

0L
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36 | APl Power Company Ltd

75,125 Share of Rs. 100 each

37 | sagarmatha Lumbini Insurance Com Ltd
25,262 Share of Rs. 100 each

38 | Siddhartha Premium Insurance Ltd
25,455 Share of Rs. 100 each

39 | CEDB Hydropower Development Com Ltd
13,747 Share of Rs. 100 each

40 | Citizen Investment Trust

15,935 Share of Rs. 100 each

41 | Reliable Samriddhi Yojana

500,000 Units of Rs. 10 each

42 | Nepal Life Samriddhi Lagani Yojana
500,000 Units of Rs. 10 each

43 | Reliable Samriddhi Yojana 2

500,000 Units of Rs. 10 each

44 | Mountain Energy Nepal Limited

26,000 Share of Rs. 100 each

45 | Reliable Nepal Life Insurance Limited
29,973 Share of Rs. 100 each

46 | Himalayan Everest Insurance Company Ltd
19,920 Share of Rs. 100 each

47 | IME life Insurance

6,356 Share of Rs. 100 each

48 | Sun Nepal Life Insurance Company Limited
31,497 Share of Rs. 100 each

49 | Green Ventures Limited

3,017 Share of Rs. 100 each

50 | Nepal Doorsanchar Company Limited
18,148 Share of Rs. 100 each

Total Investment in Equities Instruments - Quoted

INVESTMENT IN UNQUOTED EQUITY INSTRUMENTS
1 Banking & Financial Institute Ltd

27,500 Share of Rs. 90.91 each

2 National Banking Institute Ltd

20,000 Share of Rs. 100 each

3 Trust Micro Insurance

525,000 Promoter Share of Rs. 100 each

4 | Nepal Clearing House Ltd

4,951 Share of Rs. 83.34 each

5 Sanjivini Laghubitta Bittya Sanstha

11,39,390 Shares of Rs. 100 each

6 Reliance Nepal Venture Capitalist

50,000 Shares of Rs. 100 each

Total Investment in Equities Instruments - Unquoted

Investment in Equities and Mutual Funds (Grand Total)

18,137,343

20,422,144

21,027,729

20,932,472

36,546,108

5,000,000

5,000,000

5,000,000

14,790,232

13,902,119

9,648,215

2,869,113

14,832,751

1,403,909

15,742,843
538,506,227

2,500,000

2,000,000

52,500,000

412,600

113,939,000

5,000,000
176,351,600

714,857,827 823,296,222

4.9 Current tax Assets/Liability

Particulars

As on Ashad End,

24,092,588
15,283,510
18,862,155
28,321,569
26,611,450

5,120,000
4,875,000
4,985,000
14,791,400

13,188,120

10,358,400
2,593,248
13,294,884
1,448,160

15,561,910
646,944,622

2,500,000
2,000,000
52,500,000
412,600
113,939,000

5,000,000
176,351,600

1,676,174 15,535,800

20,422,144 18,342,486
14,441,523 12,971,643
20,932,472 36,319,437
36,546,108 29,985,502
5,000,000 4,965,000
416,913,579 | 592,181,834
2,500,000 2,750,000
2,000,000 2,000,000
52,500,000 52,500,000
412,600 495,100
57,412,600 57,745,100

474,326,179 | 649,926,934

As on Ashad End,

2083 2082

Current tax assets 510,644,814 393,198,076
Current year Income Tax Assets 510,644,814 393,198,076
Tax Assets of Prior Periods = =
Current tax liabilities 511,075,581 279,111,965
Current year Income Tax Liabilities 511,075,581 279,111,965
Tax Liabilities of Prior Periods =
511,075,581 279,111,965

Total of income tax assets/(liabilities) (430,767) 114,086,111

4.10 Investment In subsidiaries

Particulars

Investment in Quoted Subsidiaries
Investment in Unquoted Subsidiaries

As on Ashad End, 2083

As on Ashad End, 2082

Total Investment
Less: Impairment Allowances

Net Carrying Amount

{
\{
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4.10.1Investment In quoted subsidiaries

Particulars Ason Ashad End, 2083 Ason Ashad End, 2082

Cost Fair Value Cost Fair Value

Total - - - -

4.10.2 Investment In unquoted subsidiaries

Particulars As on Ashad End, 2083 As on Ashad End, 2082

Cost Fair Value Cost Fair Value
..Ltd

........ shares of Rs... Each = = = =
.................... Ltd

Total - - - -

Percentage of owneship
As on Ashad End, 2083 As on Ashad 31, 2082

4.10.4: Non Controlling Interest of the Subsidiaries

As on Ashad End,
2083
Equity Interest held by NCI (%)
Profit (Loss) allocated during the year
Accumulated Balances of NCI as on Ashad End
Dividend Paid to NCI
As on Ashad End,
2082

Equity Interest held by NCI (%)

Profit (Loss) allocated during the year
Accumulated Balances of NCI as on Ashad End
Dividend Paid to NCI

4.11 Investment In associates

Particulars As on Ashad End, 2083 Ason Ashad End, 2082

Cost Fair Value Cost Fair Value

Investment in Quoted associates - - - -
Investment in Unquoted associates - - - -
Total Investment - - - -
Less: Impairment Allowances - - - -

Net Carrying Amount - - - -
v”'a acalt aiffe ufcraes 499
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4.11.1Investment In quoted associates

Particulars Ason Ashad End, 2083 Ason Ashad End, 2082

Cost Fair Value Cost Fair Value

Total - - - _
........ shares of Rs... Each = - - _
Total - - - -

4.11.2 Investment In unquoted associates

Particulars As on Ashad End, 2083 As on Ashad End, 2082
Cost Fair Value Cost Fair Value

Total - - - -

Percentage of ownership
As on Ashad End, 2083 As on Ashad End, 2082

Group
As on Ashad End, 2083 As on Ashad End, 2082

4.12 Investment Properties

Particulars Ason Ashad End, 2083 As on Ashad End, 2082

Investment Properties measured at Fair Value
Balance as on Shrawan 01,2082 - -
Addition/ (Disposal) during the year - -
Net Changes in fair value during the year - -
Adjustment/Transfer = =

Net Amount - -
Investment Properties measured at Cost

Balance as on Shrawan 01, 2082 151,994,995 130,017,343
Addition/(Disposal) during the year 54,603,400 21,977,652

Adjustment/Transfer - -
Accumulated depreciation = =
Accumulated impairment loss - -

Net Amount 206,598,395 151,994,995
Total 206,598,395 151,994,995
(a el affe wftraes 99
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4.14 Goodwill and Intangible Assets

Particulars Goodwill Software Other Total
Purchased Developed

Cost
As on Shrawan 012081 118,496,289 39,542,026 = = 158,038,315
Addition during the year

- Acquisition = 2,907,490 = = 2,907,490

- Capitalization - - - - -
Disposal during the year o i o i o
Adjustment/Revaluation - (840,720) - - (840,720)
Balance as on Ashad end 2082 118,496,289 41,608,796 - - 160,105,085
Addition during the Year - - - - -

Acquisition = 3,034,708 = = 3,034,708

Capitalization - - - - -
Disposal during the year = = = = =
Adjustment/Revaluation - - - - -
Balance as on Ashad end 2083 118,496,289 | 44,643,504 = = 163,139,793
Amortisation and Impairment
As on Shrawam 01. 2081 = 18,568,429 = = 18,568,429
Amortisation charge for the year - 5,096,167 - - 5,096,167
Impairment for the year = = = S =
Disposals - - - - -
Adjustment - (418,414) - - (418,414)
As on Ashad End 2082 - 23,248,182 - - 23,248,182
Amortisation charge for the year = 4,902,882 = = 4,902,882
Impairment for the year - - - - -
Disposals i — i = i
Adjustment - - - - -
As on Ashad end 2083 = 28,151,064 = = 28,151,064
Capital Work in Progress
Net Book Value
As on Ashad end 2081 118,496,289 20,973,597 - - 139,469,886
As on Ashad end 2082 118,496,289 18,360,614 = = 136,856,902
As on Ashad end 2083 118,496,289 16,492,439 - - 134,988,728

4.15 Deferred Taxes Assets/(Liabilities)

Particulars

As on Ashadh End, 2083

Deferred
Tax Assets

Deferred Net Deferred
Tax Tax Assets [
Liabilities (Liabilities)

Deferred tax on temporary differences on following items
Loans and Advances to BFls - - -
Loans and Advances to Customers - - -
Investment Properties = = =
Investment Securities (32,531,519) - | (32531519)
Property and Equipment (28,942,362) - | (28,942,362)
Employees’ Defined Benefit Plan 4,674,641 - 4,674,641
Employees’ Leave Liability 15,033,961 = 15,033,961
Lease Liabilities 52,153,650 - 52,153,650
Provisions LLP = - =
Other Temporary Differences - - -
Deferred tax on temporary differences 10,388,371 = 10,388,371
Deferred tax on carry forward of unused tax losses - -
Deferred tax due to changes in tax rate = = =
Net Deferred Tax Asset (Liabilities) as on Ashad end, 2083 10,388,371
Recognized in Profit of Loss 34,619,569
Recognized in Other Comprehensive Income (31,018,029)
Recognized directly in equity 6,786,831
Deferred Tax Asset/ (Liabilities) as on Ashad end, 2082 - (26,957,042)
origination/(Reversal) during the year (37,345,413)
Deferred Tax expense/(income) recognized in profit or loss (17,477,247)
Deferred Tax expense/(income) recognized in Other Comprehensive (19,863,993)
Income
Deferred Tax expense/(income) recognized directly in equity (4173)
qcalt e wferae 998

Va

V”a

\4

N 3Md. 0¢3[¢3



Particulars

As on Ashadh End, 2082

Deferred Net Deferred
Tax Tax Assets [
Liabilities (Liabilities)

Deferred Tax
Assets

Deferred tax on temporary differences on following items
Loans and Advances to BFls - - o
Loans and Advances to Customers - -
Investment Properties i i =

Investment Securities - | 52,680,227 (52,680,227)
Investment In Associates = = =
Property and Equipment - 36,178,271 (36,178,271)
Employees’ Defined Benefit Plan 8,527,052 - 8,527,052
Employees’ Leave Liability 140,672 - 140,672
Lease Liabilities 53,233,731 = 53,233,731

Provisions LLP - - -
Other Temporary Differences - o o
Deferred tax on temporary differences 61,901,455 | 88,858,498 (26,957,043)
Deferred tax on carry forward of unused tax losses = =
Deferred tax due to changes in tax rate - - -
Net Deferred Tax Asset (Liabilities) as on ) as on Ashad end, 2082 (26,957,042)

Recognized in Profit of Loss 17,142,322
Recognized in Other Comprehensive Income (50,882,022)
Recognized directly in equity 6,782,658
Deferred Tax Asset/ (Liabilities) as on Ashad end, 2081 (41,311,498)
Origination/(Reversal) during the year (14,354,456)
Deferred Tax expense/(income) recognized in profit or loss (30,610,436)
Deferred Tax expense/(income) recognized in Other Comprehensive 16,831,065
Income
Deferred Tax expense/(income) recognized directly in equity (575,085)
4.16 Other Assets
Particulars As on Ashad End, As on Ashad End,
2083 2082
Assets held for Sale = =
Other Non-Banking Assets - -
Bills Receivable = =
Accounts Receivable 165,821,298 124,563,329
Accured Income = =
Prepayments and Deposits 6,092,537 1,877,139.23
Deferred Employee Expenditure 149,373,067 179,692,502
Other
- Stationery Stock 20,851,095 22,201,949
- Others 565,088 564,148
Grand Total 342,703,084 328,899,067
4.17 Due to Bank and Financial Institutions
Particulars As on Ashad End, As on Ashad End,
pLol:] 2082
Money Market Deposits = =
Interbank Borrowing - -
Other Deposits from BFls 266,971,920 725,979,531
Settlement and Clearing Accounts - -
Other Deposits from BFls = =
Total 266,971,920 725,979,531
9¢3lt T1ffe gftaes 9y
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4.18 Due to Nepal Rastra Bank

Particulars

Refinance from NRB
Standing Liquidity Facility
Lender of Last Resort facility from NRB
Securities sold under repurchase agreements
Other Payable to NRB

Total

As on Ashad End,
2083

As on Ashad End,
2082

4.19 Derivative Financial instruments

Particulars

As on Ashad End,

As on Ashad End,

Held for Trading
- Interest Rate Swap
- Currency Swap
- Forward Exchange Contracts
- Others
Held for Risk Management
- Interest Rate Swap
- Currency Swap
- Forward Exchange Contracts
- Others
Total

2083

2082

4.20 Deposits from customers

Particulars

Institutions Customers:
- Term deposits
- Call deposits
- Current deposits
- Other
Individual Customers:
- Term deposits
- Saving deposits
- Current deposits
- Other
Total

As on Ashad End,
2083

10,356,525,375
5,301,567,212
3,377,146,948
1,661,759,364.85
16,051,850
67,496,136,761
20,353,676,186
47)135,172,265
7,288,309

77,852,662,136

As on Ashad End,
2082

13,463,855,461
8,5680,481,062
3,572,223,327
1,298,413,322
12,737,750
58,303,272,984
26,959,309,770
31,303,136,744
40,826,470

71,767,128,445

4.20.1 Currency wise analysis of deposit form customers

Particulars

Nepalese Rupee
Indian Rupee
United State dollar
Great Britain pound
Euro

Japenese yen
Chinese Yuan
Other

Total

As on Ashad End,
2083

77,852,662,136

77,852,662,136

As on Ashad End,
2082

71,767,128,445

71,767,128,445
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4.21 Borrowings

Particulars

As on Ashad End,
2083

As on Ashad End,
2082

Domestic Borrowing
Nepal Government
Other Institutions (Yuba Sorojgar Kosh)
Other
Sub total
Foreign Borrowing
Foreign Bank and Financial Institutions
Multilateral Development Banks
Other institutions
Sub total
Total

365,678

365,678

365,678

4.22 Provisions

Particulars

As on Ashad End,

As on Ashad End,

Provisions for redundancy
Provision for restructuring
Pending legal issues and tax litigation
Onerous contracts
Other
Total

2083

2082

4.22.1 Movement in Provisions

Particulars

Balance at Sawan 1

Provisions made during the year
Provisions used during the year
Provisions reversed during the year
Unwind of discount

Balance at Ashad end

As on Ashad End,

2083

As on Ashad End,
2082

4.23 Other Liabilities
Particulars

Liabilities for employees defined benefit obligations
Liabilities for Long service Leave
Short term employee benefits
Bills payable
Creditors and accruals
Interest payable on deposits
Interest payable on borrowing
Liabilities on deferred grant income
Unpaid Dividend
Liabilities under Finance Lease
Employee bonus payable
Other Liabilities

- Audit Fee Payable

- TDS Payable on interest

- TDS Payable (Others)

- Interest Payable Debenture

- Liabilities under Operating Lease

- Others

Total

As on Ashad End,
2083

15,682,135
50,113,205

37,007,778
3,858,601

178,666,650

3,759,425
42,391,200
2,756,247
40,109,589
173,845,499
263,386
548,353,714

As on Ashad End,
2082

28,423,507
468,907

78,342,332
7,909,473

99,609,002

4,659,220
51,745,090
201,568
177,445,770
262,446
449,067,316

999
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4.23.1. A Defined Benefit Obligation

The amounts recognised in the statements of financials positions are as follows :

Particulars

Present value of unfunded obligations

Present value of funded obligations

Total present value of obligations

Fair value of plan assets

Present value of net obligations

Recognised liability for defined benefit obligations

As on Ashad
End, 2083

129,349,160
129,349,160
113,767,025
15,582,135
15,582,135

As on Ashad

End, 2082
111,397,440
111,397,440
82,973,933
28,423,507
28,423,507

4.23.2: Plan Assets
Plan assets comprise

Particulars

As on Ashad End,

As on Ashad End,

Equity securities
Government bonds
Bank deposit
Other
Total

2083

113,767,025
113,767,025

2082

82,973,933
82,973,933

*Other means Fair Value of Plan Assets relating to Gratuity, deposited in Employee Providend Fund.

4.23.3: Movement in the present value of defined benefit obligations

Particulars As on Ashad End, As on Ashad End,
2083 2082
Defined benefit obligations at Shrawan 1 111,397,440 82,810,031
Transfer from Adjustment - -
Actuarial losses/(Gain) (4,706,825) 6,719,499
Benefits paid by the plan (2,493,247) (2,678,169)
Benefits paid outside the plan = =
Current service costs; Past Service Cost and interest 25,151,792 24,546,079
Defined benefit obligations at Ashad end 129,349,160 111,397,440
4.23.4: Movement in the fair value of plan assets
Particulars As on Ashad End, As on Ashad End,
2083 2082
Fair value of plan assets at Shrawan 1 82,973,933 73,884,523
Contributions paid into the plan 28,423,507 6,431,106
Adjustment of Opening Fund = (975,238)
Benefits paid during the year (2,493,247) (2,678,169)
Actuarial (losses)/gains (3,771,683) (419,007)
Transfer in/(out) - -
Expected return on plan assets 8,634,515 6,730,718
Fair value of plan assets at Ashad end 113,767,025 82,973,933
4.23.5: Amount recognised in profit or loss
Particulars As on Ashad End, As on Ashad End,
2083 2082
Current service costs 15,238,219 17,213,694
Past service costs - -
Acquistion Adjustment = =
Past service costs (Vested) - -
Interest on obligation 9,913,573 7,332,385
Expected return on plan assets (8,634,516) (6,730,718)
Total 16,517,276 17,815,361

9T
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4.23.6: Amount recognised in other comprehensive income

Particulars As on Ashad End, As on Ashad End,
2083 2082
Acturial (gain)/loss (935,142) 7,138,506
Total (935,142) 7,138,506

4.23.7: Actuarial assumptions

Particulars

As on Ashad End,

As on Ashad End,

2083 2082
Discount rate 7.00% 9.00%
Expected return on plan asset 9.00% 9.00%
Future salary increase 2.75% 4.00%
Withdrawal rate 3.50% 5.00%
4.23.8 Long Term Benefit Obligation
The amounts recognised in the statements of financials positions are as follows :
Particulars As on Ashad End, As on Ashad End,
2083 2082
Present value of unfunded obligations
Present value of funded obligations 108,765,803 59,664,282
Total present value of obligations 108,765,803 59,664,282
Fair value of plan assets 58,652,598 59,195,375
Present value of net obligations 50,113,205 468,907
Recognised liability for Long Term Obligation 50,113,205 468,907

4.23.2: Plan Assets
Plan assets comprise

Particulars

As on Ashad End,

As on Ashad End,

Equity securities
Government bonds
Bank deposit
Other
Total

2083

58,652,598
58,652,598

2082

59,195,375
59,195,375

*Other Assets means Fair Value of Plan Assets relating to Gratuity which is Deposited in Approved Retirement

Fund.

4.23.3: Movement in the present value of Long Term benefit obligations

Particulars As on Ashad End, As on Ashad End,
2083 2082
Defined benefit obligations at Shrawan 1 59,664,282 58,728,845
Acquisition adjustment - -
Actuarial losses/(Gain) 43,795,197 (2,345,398)
Benefits paid by the plan (3,801,081) (7,667,910)
Current service costs; Past Service Cost and interest 9,107,405 10,948,745
Defined benefit obligations at Ashad end 108,765,803 59,664,282
4.23.4: Movement in the fair value of plan assets
Particulars As on Ashad End, As on Ashad End,
2083 2082
Fair value of plan assets at Shrawan 1 59,195,375 44,766,538
Adjustment to Opening Fund - 975,238
Contributions paid into the plan 468,907 16,456,709
Benefits paid during the year (3,801,081) (7,667,910)
Actuarial (losses)/gains (2,388,239) 152,544
Expected return on plan assets 5,177,636 4,512,256
Fair value of plan assets at Ashad end 58,652,598 59,195,375
9L
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4.23.5: Amount recognised in profit or loss

Particulars As on Ashad End, As on Ashad End,

2083 2082
Current service costs 5,063,943 6,008,205
Past service costs-(non Vested) - -
Past service costs (Vested) - -

Acturial gain/(loss) 46,183,436 (2,497,942)
Interest on obligation 4,043,462 4,940,540
Expected return on plan assets (5,177,636) (4,512,256)

Total 50,113,205 3,938,547

4.23.6: Amount recognised in other comprehensive income
Particulars As on Ashad End, As on Ashad End,

2083 2082
Acturial (gain)/loss - _
Total - -

4.23.7: Actuarial assumptions

Particulars As on Ashad End, As on Ashad End,
2083 2082
Discount rate 7.00% 9.00%
Expected return on plan asset 9.00% 9.00%
Future salary increase 2.75% 4.00%
Withdrawal rate 3.50% 5.00%

4.24 Debt secutities issued

Particulars As on Ashad End, As on Ashad End,

2083 2082

Debt securities issued designated as at fair value through - -
profit or loss

Debt securities issued at amortised cost 998,094,792 -
Total 998,094,792 -

4.25 Subordinate Liabilities

Particulars As on Ashad End, As on Ashad End,

2083 2082
Redeemable preference shares - -

Irredemable cumulative preference shares (liabilities -
component)

Other _
Total - -

4.26 share Capital

Particulars As on Ashad End, As on Ashad End,

2083 2082
Ordinary Shares 5,021,972,730 4,875,701,680
Convertible Preference Shares (Equity component) - -
Irredemable Preference Shares (Equity component) - -
Perpetual debt (Equity component only) - -

Total 5,021,972,730 4,875,701,680
\'yt/ 9¢3lt a1 uftder 0
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4.26.1 Share capital detail

Particulars As on Ashad End, As on Ashad End,
2083 2082

Authorised capital
80,000,000 Ordinary Share of Rs.100 each 8,000,000,000 8,000,000,000
Issued Capital
50,219,727.3 Ordinary Share of Rs. 100 each (FY 2082-83) 5,021,972,730
48,757,016.80 Ordinary Share of Rs. 100 each (Fy 2081-82) 4,875,701,680
Suscribed and paid up capital
50,219,727.3 Ordinary Share of Rs. 100 each (FY 2082—83) 5,021,972,730
48,757,016.80 Ordinary Share of Rs. 100 each (FY 2081—82) - 4,875,701,680

Total 5,021,972,730 4,875,701,680

4.26.2 ordinary Share Ownership

Particulars As on Ashad End, 2083 As on Ashad End, 2082
% of holding Amount % of holding Amount

Domestic ownership 100.00% | 5,021,972,730 100.00% | 4,875,701,680
Nepal Government -
"A" Class licenced institutions
Other Licenced institutions
Other institutions
Public 49.00% | 2,460,766,638 49.00% 2,389,093,823
Other* 51.00% | 2,561,206,092 51.00% 2,486,607,857
Foreign Ownership = =

Total 100% | 5,021,972,730 100.00% 4,875,701,680

* Other Includes Promoter Shareholders.
List of Shareholders holding more than 0.5% shares
Name No of Share Amounts Percentage
NPR
Thaneshor Poudel 1146,183 114,618,306 2.28%
Dhanendra Karki 502,465 50,246,483 1.00%
Bal Krishna Bhusal 489,804 48,980,440 0.98%
Dilip Raj Maskey 397,450 39,745,018 0.79%
Rajendra Prasad Shrestha 378,265 37,826,454 0.75%
Krishna Prasad Sharma 372,865 37,286,520 0.74%
Mrigendra Prasad Shrestha 344,541 34,454,097 0.69%
Bhuwan Bhandari 376,075 37,607,498 0.75%
Krishna Prasad Bhandari 316,622 31,662,226 0.63%
Janak Pradhan 302,074 30,207,366 0.60%
Ishwari Prasad Paudyal 300,392 30,039,186 0.60%
Surendra Prasad Shrestha 300,392 30,039,158 0.60%
Bheshraj Pandey 299,950 29,995,041 0.60%
Mina Kumari Shrestha 294,460 29,445,959 0.59%
Kedar Man Kakshapati 286,609 28,660,923 0.57%
Meghraj Kakshapati 286,605 28,660,500 0.57%
Bishnu Prasad Sharma 300,829 30,082,887 0.60%
Maheshwor Prasad Shrestha 282,431 28,243,077 0.56%
Suresh Kumar Dharewal 277,495 27,749,521 0.55%
Hari Prasad Pradhan 277,515 27,751,509 0.55%
Suraj Upreti 260,712 26,071,217 0.52%
Narayan Prasad Agrawal 253,399 25,339,888 0.50%
Dan Bahadur Kunwar Chhetri 253,361 25,336,132 0.50%
Birendra Bhusal 256,206 25,620,636 0.51%
Bhawa Laxmi Shrestha 250,232 25,023,199 0.50%
Nibl Sahabhagita Fund 579,977 57,997,687 115%
Nepal Life Insurance Company Ltd 251,608 25,160,782 0.50%
S{a q¢3lt arf§e ufdae 929
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Paid up share capital of the Bank has moved over the years as follows:

Financial Year Cumulative Paid Up Capital Remarks
69 Ashad 234,000,000
Issue of Bonus Share 63,972,800
Merger Resunga Bikas Bank 85,863,600 Merger
70 Ashad 383,836,400
Issue of Bonus Share 57,575,500
Issue of Right Share 166,055,600
71 Ashad 607,467,500
Issue of Right Share 25,862,600
Issue of Bonus Share 170,999,200
72 Ashad 804,329,300
Merger of Gaumukhi Bikas Bank 64,089,792 Merger
Issue of Bonus Share 234,473,208
73 Ashad 1,102,892,300
Issue of Bonus Share 275,723,100
74 Ashad 1,378,615,400
Issue of Bonus Share 244,049,860
76 Ashad 1,622,665,260
Acquisition of Purnima Bikash Bank Limited & Bhargav Bikash 1,000,238,864 Acquisition
Bank Limited
Issue of Bonus Share 393,435,619
2077 Ashad 3,016,339,742
Issue of Bonus Share 392,124,167
2078 Ashad 3,408,463,909
Issue of Bonus Share 372,545,105
2079 Ashad 3,781,009,014
Issue of Bonus Share 502,874,199
2080Ashad 4,283,883,213
Issue of Bonus Share 449,807,737
2081Ashad 4,733,690,951
Issue of Bonus Share 142,010,729
2082 Ashad 4,875,701,679
Issue of Bonus Share 146,271,050
Ashad End, 2083 5,021,972,730
4.27 Reserves
Particulars As on Ashad End, As on Ashad End,
2083 2082
Statutory general reserve 1,483,898,663 1,261,833,626
Exchange equilisation reserve 48713 452,792
Corporate social responsibility reserve 17,179,452 1,068,384
Capital redemption reserve - -
Regulatory reserve 483,148,883 381,829,313
Investment adjustment reserve 2,500,000 2,500,000
Capital reserve - -
Assets revaluation reserve 38,025,854 38,025,854
Fair value reserve 75,906,876 122,920,528
Dividend equalisation reserve - -
Debenture Redemption Reserve - -
Actuarial gain/loss reserve (2,214,327) (2,868,926)
Other Reserve
- Staff Training Fund 24,499,366 23,739,798
Total 2,123,431,879 1,839,501,370
S{a q¢3lt qrf¥e Qﬁﬁﬂq RN
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4.28 Contingent liabilities and commitments

Particulars As on Ashad End, As on Ashad End,
2083 2082
Contingent liabilities (Sub Note 4.28.1) 716,319,921 373,232,944
Undrawn and undisbursed facilities (Sub Note 4.28.2) 486,095,874 1,394,461,657
Capital commitment - -
Lease Commitment - -
Litigation = =
Total 1,202,415,795 1,767,694,601
4.28.1: Contingent Liabilities
Particulars As on Ashad End, As on Ashad End,
2083 2082
Acceptance and documentary credit - -
Bills for collection - -
Forward exchange contracts - -
Guarantees - -
Underwriting commitment = -
Other commitments 716,319,921 373,232,944
Total 716,319,921 373,232,944
4.28.2: Undrawn and undisbursed facilities
Particulars As on Ashad End, As on Ashad End,
2083 2082
Undisbursed amount of loans - -
Undrawn limits of overdrafts 486,095,874 1,394,461,657
Undrawn limits of credit cards = =
Undrawn limits of letter of credit - -
Undrawn limits of guarantee - -
Total 486,095,874 1,394,461,657

4.28.3: Capital commitments

Capital expenditure approved by relevant authority of the bank but provision has not been made in financial

statements

Particulars

Capital commitments in relation to Property and
Equipment

Approved and contracted for

Approved but not contracted for

Sub total

Capital commitments in relation to Intangible assets
Approved and contracted for

Approved but not contracted for

Sub total

Total

As on Ashad End,
2083

As on Ashad End,
2082
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4.28.4: Lease commitments

Particulars As on Ashad End, As on Ashad End,

2083 2082

Operating lease commitments

"Future minimum lease payments under non cancellable
operating lease, where the bank is lessee”

Not later than 1 year - -
Later than 1year but not later than 5 years - -
Later than 5 years - -
Sub total - -

Finance lease commitments

Future minimum lease payments under non cancellable
operating lease, where the bank is lessee

Not later than 1 year = -
Later than 1year but not later than 5 years - -
Later than 5 years - -
Sub total - -

Grand total = =

4.28.5: Litigation

Particulars As on Ashad End, As on Ashad End,

2083 2082
Contingent Tax Liabilities-Income Tax = =

Total - -
4.29 Interest Income
Particulars FY 2082-83 FY 2081-82

Cash and cash equivalent 8,625,091 12,924,837
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions = 3,418,967
Loan and advances to bank and financial institutions 50,227,617 135,037,150
Loans and advances to customers 5,187,490,647 5,396,255,083
Investment securities 746,715,455 727,170,733
Loan and advances to staff 54,065,189 10,423,477
Other Interest Income - -

Total 6,047,123,999 6,385,230,245

4.30 Interest Expense
Particulars FY 2082-83 FY 2081-82

Due to bank and financial institutions 408,463 5,960,999
Due to Nepal Rastra Bank - -
Deposits from customers 3,072,399,591 3,701,664,962
Borrowing - -
Debt securities issued 80,139,663 =
Subordinated liabilities - -
Others* 30,534,420 33,245,223

Total 3,183,482,136 3,740,871,184

* Others includes interest on lease liability, gratuity and leave encashment amounts calculated as per
NFRS 16 and NAS 19 respectively.
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4.31 Fees and commission income

Particulars FY 2082-83 FY 2081-82
Loan administration fees 194,001,1M 182,057,900
Service fees 1,498,582 73,215
Consortium fees - -
Commitment fees 117,181 -
DD/TT/Swift fees = =
Credit card/ATM issuance and renewal fees 23,956,459 22,243,518
Prepayment and swap fees 8,796,233 6,231,134
Investment banking fees - -
Asset management fees - -
Brokerage fees - -
Remittance fees 6,561,532 8,104,660
Commission on letter of credit - -
Commission on guarantee contracts issued 3,085,875 5,798,179
Commission on share underwriting/issue - -
Locker rental 2,146,000 1,870,750
Other fees and commision income 115,921,511 110,954,910
Total 356,084,485 337,334,266
4.32 Fees and commission Expense
Particulars FY 2082-83 FY 2081-82
ATM management fees 17,800,581 15,157,850
VISA/Master card fees - -
Guarantee commission = i
Brokerage - -
DD/TT/Swift fees. = =
Remittance fees and commission - -
Other fees and commission expense
- CIC Fees 678,000 678,000
- Commission & Discount 17,434 224,792
- Mobile Banking Expenses 21,673,592 19,062,376
- ASBA Application Expenses 1174,484 315,202
Total 41,344,091 35,438,220
4.33 Net Trading Income
Particulars FY 2082-83 FY 2081-82
Changes in fair value of trading assets - -
Gain/loss on disposal of trading assets - -
Interest income on trading assets - -
Dividend income on trading assets - -
Gain/loss foreign exchange transation = -
Other - -
Net Trading Income - -
4.34 Other Operating Income
Particulars FY 2082-83 FY 2081-82
Foreign exchange revauation gain/Loss 137,282 23,934
Gain/loss on sale of investment securities 8,617 17,444,278
Fair value gain/loss on investment properties - -
Dividend on equity instruments 27,579,186 10,304,673
Gain/loss on sale of property and equipment 327,281 1,339,182
Gain/loss on sale of investment property 118,400 -
Operating lease income - -
Gain/loss on sale of gold and silver - -
Other Operating Income - 2,388,347
Total 28,170,766 31,500,413
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4.35 Impairment charge/(reversal) for loan and other losses

Particulars FY 2082-83 FY 2081-82
Impairment charge/(reversal) on loan and advances to BFls (56,690,612) -
Impairment chorge/(reversql) on loan and advances to customers 343,297,868 950,401,153
Impairment charge/(reversal) on financial Investment - -
Impairment charge/(reversal) on placement with BFls - -
Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment chorge/(reversql) on investment properties - -
Impairment chorge/(reversql) on Other Assets - -
Total 286,607,256 950,401,153
4.36 Personal Expenses
Particulars FY 2082-83 FY 2081-82
Salary 242,299,017 231,000,118
Allowances 209,677,025 182,047,840
Gratuity Expense 27,353,326 26,139,161
Provident Fund 24,147,716 23,012,873
Uniform 13,473,000 10,068,820
Training & development expense 13,165,294 8,531,074
Leave encashment 66,450,721 16,800,750
Medical 20,001,795 18,032,437
Insurance 1,552,430 1,524,061
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 39,666,567 97,547,674
Other expenses related to staff (Retirement Expenses) - -
Sub total 657,786,891 | 614,704,809
Employees bonus 178,666,650 99,609,002
Grand Total 836,453,541 714,313,811
4.37 Other Operating Expenses
Particulars FY 2082-83 FY 2081-82
Directors' fee 1,704,000 1,704,000
Directors’ expense 1,394,232 1,758,075
Auditors’ remuneration 8,460,000 7,229,000
Other audit related expense - -
Professional and legal expense 1,210,960 2,047,559
Office administration expense (Sub note 4.37.1) 254,058,055 | 246,063,880
Corporate social responsibility expense 4,992,045 3,573,436
Onerous lease provisions - -
Other Expenses
- Share Issue Expenses - -
- Debenture RTS Expenses 500,712
- Celebration Expenses 1,556,096 1,233,282
- NFRS Adjustment - -
- Technical Fees 19,150,769 15,358,662
Total 293,026,871 | 278,967,893
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4.37.1 Ofice Administration Expenses

Particulars FY 2082-83 FY 2081-82
Water and Elecrticity 16,952,641 17,601,729

Repair and Maintaince
- Building 1,628,432 =
- Vehicle 2,289,904 2,920,892
- Computer & Accessories 1,661,230 1,262,668
- Office Equipment & Furniture 2,401,091 1,998,010
- Repair & Maintenance Others 4,192,867 4,263,342
Insurance 3,637,482 3,749,207
Postage, Telephone, Internet 6,935,026 8,106,238
Printing & Stationery 19,438,607 21,605,796
News paper, books and journals 67,930 55,350
Advertisements 6,848,254 9,058,321
Donations 45,500 30,000
Security Expenses 73,248,639 65,288,629
Deposit and Loan Guarantee Premium 49,186,294 44,158,382
Travelling Expenses 1,988,339 1,665,602
Entertainment 5,668,504 5,219,658
Annuol/speciol general meeting expense 1,936,597 1,998,446

Other
- Fuel Expenses 11,255,045 10,900,042
- Membership Expenses 115,149 1,293,333
- ABBS Expenses 6,183,360 6,938,200
- Annual Fee 11,837,132 9,434,323
- Local Rate & Taxes 3,448,866 4,164,843
- Business Promotion Expenses 2,538,864 1,933,916
- Fund Transfer Expenses 377,200 392,455
- Expense Not Capitalized 1,578,039 1,706,187
- Consultancy Fee 2,633,225 2,574,647
- Anniversary Expenses 126,560 3,511,944
- Janitorial Expenses 10,984,993 9,961,345
- Others Expenses 3,852,286 4,270,374
Total 254,058,055 | 246,063,880
4.38 Depreciation and Amortisation

Particulars FY 2082-83 FY 2081-82
Depreciation on property and equipment 117,175,876 | 117,860,948
Depreciation on investment property - -
Amortisation of intangible assets 4,902,882 5,096,167
Total 122,078,758 | 122,957,115

4.39 Non Operating Income

Particulars

Recovery of Loan written off
Other Income
Total

FY 2082-83

FY 2081-82
1,100,000

1,100,000

4.40 Non Operating expense

Particulars FY 2082-83 FY 2081-82
Loan written off 59,161,003 14,524,252
Redundancy provision - -
Expense of restructuring - =
Other expense. 1,225,747 1,210,279
Total 60,386,749 | 15,734,530
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4.41Income Tax Expenses

Particulars FY 2082-83 FY 2081-82
Current Tax Expenses 515,165,818 281,463,467
- Current Year 511,364,454 | 279,502,095
- Adjustment for Prior Years 3,801,364 1,961,372
Deferred tax Expenses/ (Income) (17,477,247) | (30,610,435)
- Origination and Reversal of Temporary Differences (17,477,247) | (30,610,435)
- Change in tax Rate - -
- Recognition of Previously unrecognized Tax Losses - -
Total Income tax expense 497,688,570 | 250,853,032
4.41.1: Reconciliation of Tax Expenses and Accounting Profit
Particulars FY 2082-83 FY 2081-82
Profit Before Tax 1,607,999,848 896,481,019
Tax Amount at the Rate of 30% 482,399,954 | 268,944,306
Add: Tax Effect of the expenses that are not deductible for tax purpose 2,210,786 352,771,004
Less: Tax Effect on Exempt Income (1,051,083) (731,841)
Add/Less: Tax Effect on other Items 31,606,160 | (339,520,002)
Total Income Tax Expenses 515,165,818 281,463,467
Effective Tax Rate 32.04% 31.40%
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5. Disclosures & Additional Information
5.1 Risk Management
Effective risk management has been the key to the Bank’s success over the years and it is integral to
the Bank’s long term business sustainability. Bank follows risk-based approach in its banking activities in
establishing prudent banking practices for the sustainable growth and overall wellbeing of stakeholders
minimizing the overall risk.

The main risks that the bank has identified in its operations are credit risk, operational risk, liquidity risk,
market risk, money laundering risk, compliance risk etc. Further, focus on digitization has made bank prone
to cyber security and data risk as well as reputation risk. The entity is also exposed to Environmental, Social
& Governance risks arising out of the nature of business operations of the borrowers (particularly large,
corporate borrowers), the industry segment in which they operate and the deficits in their compliance to
statutory/ regulatory norms.

Risks are managed with the overall objective of maintaining financial soundness and avoiding activities
that could threaten the bank’s reputation. Bank considers regulatory directives, guidelines and Risk
Management Guidelines issued by NRB as the reference for its Risk Management Framework. Bank's
risk management framework comprises risk policies and procedures formulated for the identification,
assessment, management and reporting of risks including several layers of limits set to manage the
exposure to quantifiable risks. Bank recognizes that effective risk management is based on a sound
risk culture, which is characterized, among others, by a high level of awareness concerning risk and risk
management in the organization.

Specific roles or responsibilities have been assigned for leading and managing the internal control
environment through the Chairman, and the BOD, Risk Committee, Audit Committee, CEO and Senior
Management, Risk Department, Compliance Department and Support Functions.

Risk Governance Framework

Risk Governance Framework forms the foundation for the risk management. It provides structure roles,

responsibilities to manage the risk. The role of Board of Directors, Risk Management Committee, Senior

Management including management level committees and various lines of defense that are adequate

are in place to control the risk associated with the Bank. Under this framework;

+ The BOD is responsible for approving risk strategy, risk-appetite, overall policy and ensuring an
effective risk management framework.

+  Senior Management implements the risk management framework, ensures adequate resources that
integrates risk and business.

«  Risk Management Committees identify/manage risk and also work as an independent from the
business unit. The board reviews the report of risk management committees to assess the risk.

. The three lines of defense have been setup by the bank to assess, evaluate, identify and mitigate
the risk. Under these three lines of defense model, the business and operations units are the first line
of defense. The risk management and compliance department are the second line of defense. The
internal audit as a third line of defense assures the effectiveness of internal control system and review
the structure of the risk governance framework of the Bank

The Bank follows following principles to manage risks in the organization:

+  Risk appetite and strategy: Establishment of risk appetite statement and strategy which articulates
the nature, type and level of risk the Bank is willing to assume.

+  Capital management: Capital management is driven by Bank’s strategic objective and accounts for
the regulatory, economic and commercial environment in which the Bank operates.

+  Governance and oversight: Proper governance and oversight through a clear, effective and robust
governance structure with well-defined transparent and consistent lines of responsibility.

«  Risk culture: Promotion of strong risk culture that support and provides appropriate standard and
incentive for professional and responsible behavior.

+  Risk policies and process: Implementation of policies to ensure that risk management practices
and process are effective at all levels and execution of sound risk management process to actively
identify, measure, control, monitor and report risk inherent in all products activities, process, systems
and exposure.

+  Risk management infrastructure: Ensure sufficient resources and systems infrastructures are in place
to enable effective risk management
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Board of Director

Audit Committee

Risk Management Committee

Internal Audit ML Prevention Committee

1. Executive
Committee

2. ALCO

3.CRMC

4. ORMC

Chief Executive Officer

— Chief Risk Officer

Credit Risk
Operation Risk

Liquidity & Market Risk

AML/CFT Risk

Other Risk

R&D, Policy

Board Level Committee

«  Risk Management Committee:
Risk Management Committee (RMC) is an independent committee of Board of Directors that has, as its
sole and exclusive function, responsibility for the risk management policies of the Bank's operations and
oversight of the operation of the Bank’s Risk Management Framework. This committee is formed and
ensures that risk management of the Bank is in accordance with the regulatory requirements and internal
policies of the Bank. The Committee assists the Board of Directors in fulfilling its oversight responsibilities
with regard to the risk appetite of the Bank and the Risk Management Framework and the governance
structure that supports it. Risk appetite is defined as the level and type of risk Bank is able and willing
to assume in its exposures and business activities, given its business objectives and obligations to
stakeholders. RMC performs as per the Rules of Procedure for the Risk Management Committee.

In Compliance to the Nepal Rastra Bank Directives No. 6 "“Corporate Governance’, the Board of bank has
established a Risk Management Committee with clear terms of reference. As on the date of this report, the
Bank’s Risk Management Committee comprised of the following:

Members of Risk Management Committee Designation
1 Dr. Himal Bhattarai - Non- Executive Director Chairperson
2 Birendra Bhusal - Audit Committee Head Member
3 Yashodhan Pandey - Chief Operating Officer Member
4 Badri Kedar Shrestha - Chief Risk Officer Member secretary

The Committee meets at least four times annually. The committee oversees and reviews the fundamental
prudential risks including operational, credit, market, reputational, capital and liquidity risk etc.
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«  Audit Committee:
The Committee is constituted and it functions in compliance to the regulatory provisions of NRB Unified
Directives and the provisions of Sections 164 and 165 of Company Act 2063. The Committee’s role is
extensive and strongly supports the board in dealing with aspects of good corporate governance, internal
control, risks management, financial reporting, legal and regulatory compliance and ethical conduct of
business.

Member secretary of this committee is the Bank’s Head of Internal Audit function. Within the Bank’s
organization structure, Head of Internal Audit has direct reporting line to board’s Audit Committee. Internal
Audit is conducted in line with the spirit of risk-based audit. Internal Auditors and Statutory Auditors have
direct access to the Audit Committee.

The Audit Committee reviews and discusses a number of internal audit reports, statutory audit report and
regulator’s inspection report. The Committee updates the board of its actions by submitting copies of its
minutes, which are discussed at board meetings. It also provides recommendations for strengthening the
bank’s system of internal controls and its effectiveness in practice. The committee also invites members
from the Bank’s senior management team for facilitating effective discussions on specific agenda on
need basis.

Major responsibilities of the Audit Committee are:

*  Reviewing the Bank’s overall system of internal controls.

+  Reviewing observations and recommendations made in audit reports issued by internal auditors,
statutory auditors and regulators.

+  Reviewing the Bank’s financial statements for accuracy and compliance in relation to prevailing
financial reporting standards and regulatory provisions.

+  Reviewing compliance in relation to the Bank’s internal policy and prevailing regulatory and legal
provisions.

*  Money Laundering prevention Committee
The Committee is constituted in line with the provision of directives of the Nepal Rastra Bank. The
Committee oversees implementation of Assets (Money) Laundering Prevention Act, 2064, Assets (Money)
Laundering Prevention Rules, 2073, NRB Unified Directives and other legal and regulatory requirements
related to prevention of money laundering. The committee oversees risk arising from noncompliance of
AML policies and procedures based on national and international
best practices.

Member secretary of this committee is the Bank’s Head of AML and KYC, who reports to the CRO, thereby
ensuring independence of this function within the Bank’s organization structure.

Maijor roles and responsibilities of the Money Laundering prevention Committee are:

«  Toreview AML/CFT related policies and programs and recommend its review/approval to the board
as required.

«  Toreview the quarterly reports on implementation status of the AML/CFT framework in the Bank.

+  To provide feedback/recommendations to the board on issues pertaining to AML/CFT.

+ To accomplish any other additional responsibilities that may be entrusted upon the committee
from time to time as per the requirement of prevailing laws, instructions/ directions of the regulatory
authority or the Bank’s board of directors.

«  Tomake assessment of AML/KYC risk to the Bank in national level perspective taking consideration of
events and factors happening in domestic and international markets.

- Committee Relating to Staff Services and Facilities
The Committee is constituted in line with the provision of directives of the Nepal Rastra Bank. The
Committee’s roles and responsibilities are extensive and the committee strongly supports the board in
formulating policies, guidelines, and rules relating to human resource function. The Committee functions
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and discharges its duties and responsibilities in compliance to regulatory requirements.

Major responsibilities of the Committee Relating to Staff Services and Facilities are:

«  To assist the board in the formulation/update of human resource related policies.

«  To conduct periodic study and analysis of remuneration structure of the Bank vis.a.vis. industry.

- Torecommend to the board revisions in pay scale within prevailing rules, guidelines.

+ To review systems and processes covering job description, key performance indicators and
performance appraisal.

+  To develop plan, policy and standard of manpower planning related functions such as recruitment
and selection, appointment, placement, remuneration, transfer, promotion, career development,
performance appraisal, reward and punishment and labor relations.

«  Toreview employee bye-laws, organization structure and succession planning

- Executive Committee
Executive Committee of the Bank is headed by CEO. The members of the committee are the personnel
holding the position of executive level. The committee is the forum for addressing the issues raised during
day-to-day operation of the Bank including implementation of the policy.

Various Risk Associated with Banking Operations

«  CreditRisk
Credit risk is the potential for loss due to failure of counterparty to meet its obligations to pay the Bank in
accordance with agreed terms.

The bank has Credit Policy Guidelines (CPG) that, inter alia, consist of areas of lending, eligibility of borrower,
loan application format and requirement, necessary documents for processing loans, risk assessment
areas, loan approval authority and other general credit principles. The CPG has been formulated by
keeping in mind the prudential norms given by NRB.

The Development Bank measures, monitors and manages the credit risk for each borrower and also at
the portfolio level. The credit review assessment of capital adequacy, at a minimum, covers risk rating
systems, portfolio analysis/aggregation, large exposures and risk concentrations. The Development Bank
has a structured and standardized credit approval process, which includes a well-established procedure
of comprehensive credit appraisal.

A standardized loan application forms has been in use for facilitating collection and analysis of all the
relevant data for evaluating credit worthiness and proper evaluation of the credit risk of the prospective
borrower. The factors considered in evaluating loan applications normally included prospects of the
business, management of the firm/company, financial analysis- income statement, balance sheet, cash
flow statement, key financial indicators, key risk and mitigates. Further, inspection and supervision are
also conducted before approval of the loan for pre-analysis and after the disbursement of loan as well for
monitoring the utilization of loan.

In order to mitigate the risk associated with Credit, the Bank has formed Credit Risk Committee (CrRMC).
CRMC of the Bank is headed by CEO with Chief Credit Officer as the functional head and Credit Risk Head
as a Member Secretary. The committee implements policies and procedures relating to group exposure,
credit concentration, sector wise flow of credit, period wise assets mix, deprived sector lending, productive
sector lending, single obligor limit etc. CRMC regularly meets on quarterly or need basis for the discussion
on:

«  Implementation of credit risk policy/strategy approved by the Board.

. Monitoring of credit risk on a wide basis and ensuring compliance.

« Incorporation of regulatory compliance in Bank’s policies and policy in regard to credit risk.

«  Ensuring compliance with the risk parameters [ prudential limits.

+  Monitoring of quality of loan portfolio, identify problems and correcting deficiencies.
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- Operational Risk
Operational risk is the prospect of loss of resulting from inadequate or failed procedures, systems or
policies, employee errors, system failures, fraud or other criminal activity, any event that disrupts business
processes.

Operational risk exposures are managed through a consistent set of management processes that drive
risk identification, assessment, control and monitoring. For the control of operational risk of institution,
it has Financial Administration Policy, Employee Bylaws, operational manual, AML/CFT policy, Suspicious
Transaction Identification Procedure, politically exposed person policy, which guides the day-to-day
operation.

Each risk control owner is responsible for identifying risks that are material and for maintaining an effective
control environment across the organization. Risk control owners have responsibility for the control of
operational risk arising from the management of the following activities: External Rules & Regulations,
Liability, Legal Enforceability, Damage or Loss of Physical Assets, Safety & Security, Internal Fraud or
Dishonesty, External Fraud, Information Security, Processing Failure, and Model. Operational risks can
arise from all business lines and from all activities carried out by the Bank. Operational Risk management
approach seeks to ensure management of operational risk by maintaining a complete process universe
defined for all business segments, products and functions processes.

In order to mitigate the risk associated with Operations, the bank has formed Operation risk management

committee (ORMC). ORMC of the Bank is headed by CEO with Chief Operating Officer as the functional

head and Operation Risk Head as the Member Secretary. ORMC regularly meets to review the operational

risks associated with banking process, employees, system and external situations etc. Role of ORMC is to:

»  Assure that adequate resources are being assigned to mitigate risks as needed

+  Communicate with business units and staff about the importance of operational risk and assure
adequate participation and cooperation

+  Review and approve development and implementation of operational risk methodologies and tools
including assessments, management, reporting and loss event databases

«  Receive and review reports/presentations from various business groups, support departments (IT,
HR, Operation, AML, Security etc.) and business units, processing cells about their risk profiles and
mitigation programs

. Discuss and recommend suitable controls/mitigations for managing operational risk

+ Analyze frauds, potential losses, non-compliance, breaches etc. and recommend corrective
measures to prevent recurrences

«  Discuss any issues arising / directions in any one business unit/product which may impact the risks
of other business/products

+  Continually promote risk awareness across all business units so that coordination across the
departments is always on the priority

+  Monitor and ensure that appropriate ORMC frameworks are in place etc.

+  The monitoring has been undertaken with the following scopes:

«  Monitor assessment of the exposure to all types of operational risk faced by the Development Bank.

«  An effective risk reporting has been designed in line with authorities.

+  Establish early warning system for increasing risk of future losses.
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Risks Potential Risk Risk Mitigants:

Internal Overriding the implemented | The Bank has implemented the well-defined set of

Process Risks standard operating | policies and processes for the execution of every

procedures and processes type of task in branch and department.

Loss of Data

People Risks Untrained or under Ensure employees are well trained on the basis
developed staffs of their functions.
Poor HR management Ensuring right and adequate staff at the right
Fraud &Misappropriations place.
Absenteeism & late Regular internal check and reconciliations.
attendance Checked through the implementation of
Attrition Risk biometric attendance device and human
resource software.
Formal process is in place for succession
planning. Further the various staffs’ facilities
have been extended to the employees to retain,
motivate and reduce the attrition risks
Information Physical Threats CCTV, access door, panic alarm is placed in
System Cyber Attacks various places.
Risks Infrastructure failures Use of firewall, antivirus, other software and

regular monitoring.

«  Separate disaster recovery site (near site and
far site) has been set up.
+  Data backup is kept on regular basis.

External Events |«  Theft or Destruction of |+  Physical security of the Bank is under 24-hour

Bank's Assets surveillance both vide CCTV and security guard.
+  Natural Disaster Risk + Business Continuity and Disaster Recovery
Policy” are followed in

« case of the unfavorable circumstances due to

natural disasters.

Market Risk

Market risk is the risk of loss resulting from changes in the value of assets and liabilities due to fluctuations
in risk factors such as interest rates, foreign exchange rates, stock prices, commodity price and the risk of
loss resulting from changes in earnings generated from assets and liabilities. Market risk causes change
on and off-balance sheet positions arising from movements in market prices

Treasury Management Department is responsible for tracking and identifying market risks in accordance

with regulatory requirements and Bank’s approved policies. Criteria are developed for identifying market

risk based on regulatory requirements and Bank’s internal policies and procedures. Market risk is identified

from:

+  Mismatches in interest rate sensitive assets and liabilities

«  Deviation on treasury activities subject to market risk with regulatory guidelines and Bank’s internal
policies and guidelines.

«  Equity price risk identified through periodic mark-to-market analysis

Assets and Liability Committee (ALCO) reviews strengthening risk management, applying internal limits,

strengthening the level of provisions and reserves, and improving internal controls. ALCO is assigned with

the following role:

+ Identification, assessment, management and reporting of Market Risks associated with Treasury
Operations, Liquidity and Capital Adequacy.
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+  Development of policies, setting of risk parameters, overseeing compliance with risk parameters.

»  Allocation for all categories of risk assets, of the overall risk limits.

»  Monitoring of the compliance of various internal limits etc.

«  TheBankin line with Basel provisions calculates risk exposure and allocates sufficient capital/cushion
for perceived market risks.

«  Liquidity Risk
Liquidity risk is the potential that the Bank either does not have sufficient liquid financial resources available
to meet all its obligations as they fall due, or can only access these financial resources at excessive cost.
Bank categorizes liquidity risk into funding liquidity risk, which occurs when payment obligations cannot
be fulfilled because of an inability to obtain new funding and market liquidity risk, which occurs when the
Bank is unable to sell or transform assets in the liquidity buffer into cash without significant losses.

Liquidity risk management process carries the following activities:

+ Identification of liquidity risk through sources of funding, nature of funding like temporary, short term
or long term and deposit mix and concentration etc.

«  Setting internal tolerance and risk appetite level.

+  Policy, procedure and guidelines for liquidity management, deposit mix management, maturity
mismatches.

< Contingency Funding Plan (CFP) to encounter a liquidity shortfall in an emergency situation.

< Control of liquidity risk by separate unit (Treasury) and periodic reporting

Development Bank has formed Assets Liability Committee (ALCO) for managing the risk associated with
Liquidity. ALCO of senior management from each key area of the Development Bank that assumes and
manages liquidity risk. ALCO has developed the Unified Treasury circular for overall liquidity management
of bank. The ALCO meeting has been held on a regular basis.

ALCO’s generalresponsibilities include developing and maintaining appropriate liquidity risk management
policies and procedures, optimizing the structure of assets and liabilities, maintaining the stability of the
deposit base, projecting cash flows and evaluating the level of current assets, in terms of liquidity of the
branches, maintaining an efficient internal fund transfer mechanism, MIS reporting, limits and oversight
programs. ALCO delegates day-to-day operating responsibilities to the Development Bank’s treasury
department.

The ALCO uses tools such as structural liquidity statements, interest rate risk monitoring tables, stress test
reports, and liquidity profile of the Bank and that of the industry, liquidity ratio analysis, and trend analysis
and forecasting in reviewing and managing the liquidity risk. Minutes of the ALCO meeting are discussed
at the board meetings to ensure senior oversight

Risk Management Department, ALCO, Senior Management, BOD level Risk Management committee and
BOD regularly monitor the liquidity risk measurement practices. Regular management reports and risk
measures would be the source information of monitoring. Monitoring functions have ensured about the
relevancy and accuracy of measurements and management practices.

*  Reputational Risk
Reputational risk is a risk of loss resulting from damages to reputation of institution, in lost revenue;
increased operating, capital or regulatory costs; or destruction of shareholder value. Reputational risk is
managed by the management committee which is responsible for protecting the institution’s reputation
locally and has the responsibility to ensure that the Bank does not undertake any activities that may
cause material damage to the reputation of institution.

«  Employee Benefit Risk
Employee benefitriskis the potential risk of loss due to having to meet shortfall in the Bank’s defined benefits
gratuity and leave encashment schemes. The gross obligation for gratuity is calculated considering the
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salary at the time of retirement of the individual staff and number of years’ service with the Bank. The
home leave can be accumulated for maximum period of 90 days for total period served by individual staff
and sick leave can be accumulated on unlimited basis that can be enchased after 45 days at the wish of
the employees. The gross obligation for leave encashment is calculated considering the last drawn salary
multiplied by no of eligible days for leave encashment.

. Inherent Risk of Internal Control
The Board is committed to managing risks and in controlling its business and financial activities in a
manner which enables it to maximize profitable business opportunities, avoid or reduce risks which
can cause loss or reputational damage, ensure compliance with applicable laws and regulations and
enhance resilience to external events. To achieve this, the Board has adopted policies and procedures of
risk identification, risk evaluation, risk mitigation and control/monitoring.

The effectiveness of the Company’s internal control system is reviewed regularly by the Board, its
Committees, Management and Internal Audit. The Audit Committee has reviewed the effectiveness of the
Bank’s system of internal control during the year and provided feedback to the Board as appropriate. The
bank has outsourced the Internal Audit function to maintain independency on the internal control system
of institution. The Internal Audit monitors compliance with policies/standards and the effectiveness of
internal control structures across the Company through its program of business/unit audits. The Internal
Audit function is focused on the areas of greatest risk as determined by a risk-based assessment
methodology. Internal Audit reports are quarterly forwarded to the Audit Committee. The findings of all
audits are reported to the Chief Executive Officer and Business Heads for initiating immediate corrective
measures.

«  Legal and Compliance Risk
Legal and Compliance risk is the risk of legal or regulatory sanctions, material financial loss, or loss to
reputation due to failure to comply with laws, rules, circulars, standards and guidelines.

Development Bank is committed to follow best practices and market standards in the areas of
accountability, transparency and business ethics to ensure absolute compliance. The Development Bank
aims at a zero tolerance of misconduct and corruption, thus has developed three lines of defense model
for mitigations of Legal and non-compliance risk in its day-to-day banking operations/activities.

e First line of defense is managed by respective departments and units, which leads the operational
activities/business/service/support, are responsible for ensuring the compliance in their function.

»  Second line of defense is managed by chief compliance officer through compliance department
and chief risk officer through risk management department, which assesses and monitors the
compliance and various risks associated with the operational activities/business/service/support,
are responsible for ensuring the compliance and risk management in concerned functions.

e Third line of defense is managed through internal audit function which oversees the status of
compliance and risk management during carrying operational activities/business/service/support.

Compliance officer is responsible for reporting to Money Laundering Prevention Committee (MLPC) of the
Bank and senior management regarding the compliance status of regulatory requirements. Report of
MLPC is further discussed in BOD for appropriate decision and/or acknowledgement in compliance issues.

- Strategic Risk
Strategic risk is the possibility that the Bank may not achieve its long-term goals because of changes in
economic situation, governmental/regulatory changes, strategies that don’t work as intended due to the
internal and external events and scenarios, competitive threat or unmatured or late decisions etc. Risk
associated with future plans and strategies, including plans for entering new services, expanding existing
services through enhancements and merger, enhancing infrastructures etc. are major strategic risk.

Strategic risk management is done by periodic review of the strategy by Executive Committee regarding
status of the strategic objective’s achievement as decided and execution status both in terms of
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quantitative and qualitative approach.

Risk management department through CRO reports to RMC about strategic risk, and based on discussion
of RMC, recommendations for timely corrections/updates, if any required are done to BOD for appropriate
decision and/or acknowledgement of the status.

« Interest Rate Risk

Interest rate risk arises when there is a mismatch between positions, which are subject to interest rate
adjustment within a specified period. Interest rate risk is usually assessed from two common perspectives.
Earnings perspective, which focuses on the impact of variation in interest rate on accruals or reported
earnings, and economic value perspective, which reflects the impact of fluctuation in the interest rates on
economic value of a financial institution.

The Development Bank measures and manages interest rate risk by estimating the sensitivity of the
economic value of its balance sheet to an interest rate shock. The sensitivity is measured by means of
interest rates on the present value of interest-bearing assets and liabilities.

«  AML/CFT Risk
Money laundering and financing terrorismrisk is related with providing financial services to money launders
and terrorists for channeling of money derived from illegal activities or aimed at funding terrorism. The
rigidity of the provisions made in laws and directives reflect the seriousness of this issue; non-compliance
of which may cause significant reputational risk as well as may result in adverse punitive actions.

These risks are managed through AML/CFT unit in coordination with the concerned departments like;
operation, credit, digital transformation department etc. This unit is performing under reporting of
compliance officer which is monitoring the risk concerned with AML/CFT risk as prescribed in AML/CFT
Policy of Bank specially in the following main areas;

«  Screening during onboarding of customer

«  Monitoring of transaction/activities of the existing customers and

«  Reporting as per the regulatory requirements like; TTR/STR/SAR based on their transaction/activity

AML implementing officer is responsible for reporting to Money Laundering Prevention Committee (MLPC)
of the Bank and senior management regarding the compliance status of regulatory requirements
of AML/CFT provisions. Report of MLPC is further discussed in BOD for appropriate decision and/or
acknowledgement in AML/CFT issues.

+ Information System Risk
Bank continues to strengthen its technology systems with a strong focus on security, reliability and
operational excellence. Bank adopts a multi-layered defense strategy and maintains advanced
infrastructure to ensure uninterrupted banking services and high-level protection of customer information.
To safeguard our digital environment, Bank operates a three-layer data center architecture (DC-NDC—
DR), ensuring redundancy, business continuity and resilience against system failures or disasters. Regular
disaster recovery drills are conducted to verify readiness and enhance response capabilities.

Information System-related risks are managed through information system (IS) audits, system access
controls, information security policies, disaster recovery and business continuity systems, staff awareness
programs, device restrictions, password controls, and strong authentication mechanisms.

Our applications and systems are protected through multiple layers of security equipment, including
Next-Generation Firewalls and behavior-based defense technologies. These mechanisms help secure
our platforms from attacks, unauthorized access, and emerging cyber threats. Management of system
risk are done
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5.2 Fair Value of Assets and Liabilities
Fair Value Hierarchy
All financial assets and financial liabilities for which fair value is measured or disclosed in the financial
statements are categorized within the following fair value hierarchy, which reflects the significance of the
inputs used in making the measurement, ranging from Level 1 inputs to Level 3 inputs

+  Levell
Fair value measurements are derived based on the input of unadjusted quoted market prices in an active
market, for identical instruments. These could be stock exchanges or dealer price quotations (assets
and long positions are measured at a bid price, liabilities are measured at an asking price), without any
deduction for transaction costs.

A market is considered as active if transactions for assets or liabilities take place with sufficient frequency
and volume to provide reliable pricing information on an arm’s length basis. The Group measures fair
value of an instrument at active market price without adjustment for factors such as transaction costs.

+  Level2
Fair value measurements are derived based on observable inputs, which are either observed directly such
as in terms of prices or observed indirectly such as in terms of factors that are derived from prices. Such
observable inputs include:

+  quoted prices for similar instruments in active markets;
«  quoted prices for identical or similar instruments in inactive markets;
- financial instruments are valued using models where all significant inputs are observable.

If a market for a financial instrument is not active, then the development bank establishes fair value using
a valuation technique. Valuation techniques include using recent arm'’s length transactions between
knowledgeable, willing parties (if available), reference to the current fair value of other instruments that
are substantially the same, discounted cash flow analysis and option pricing models.

The chosen valuation technique makes maximum use of market inputs, relies as little as possible on
estimates specific to the Development bank, incorporates all factors that market participants would
consider in setting a price, and is consistent with accepted economic methodologies for pricing financial
instruments.

Inputs to valuation techniques reasonably represent market expectations and measures of the risk-return
factors inherent in the financial instrument. The development bank calibrates valuation techniques and
tests them for validity using prices from observable current market transactions in the same instrument
or based on other available observable market data.

+ Level3
Fair value measurements are derived using valuation techniques in which current market transactions
or observable market data are not available. Under this, instruments are fair valued using valuation
models which have been tested against prices or inputs to actual market transactions and make use of
the development Bank’s best estimate of the most appropriate model assumptions. Unobservable inputs
have a significant effect on the instrument's value.

Valuation models are adjusted to reflect the spread for bid and ask prices to reflect costs to close out
positions, credit and debit valuation adjustments, liquidity spread and limitations in the models. Also,
profit or loss calculated when such financial instruments are first recorded (ddy 1 profit or loss) is deferred
and recognized only when the inputs become observable or on de- recognition of the instrument.

Valuation techniques include, among others, applying Net Present Value and Discounted Cash Flow
Models over similar instruments for which observable market prices exist and comparing the results.
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Assumptions and inputs used in valuation models include risk-free and benchmark interest rates, risk
premiums in estimating discount rates, bond and equity prices, expected price volatilities and corrections.

Fair values reflect the credit risk of the instrument and include adjustments to take account of the credit
risk of counterparties involved where appropriate. Fair value estimates obtained from models are adjusted
for any other factors, such as liquidity risk or model uncertainties; to the extent that the Development Bank
assumes a third-party market participant would take them into account in a pricing transaction

Financial assets and liabilities measured at fair value

The Development Bank carries the following financial instruments at fair value:
«  Derivative financial instruments

«  Trading assets (equities and mutual funds measured at FVTPL)

+  Equity investments measured at FVTOCI

Investment in equity instruments and mutual funds are valued at closing market prices (Level 1) for quoted
securities. Where quoted securities are not frequently traded to guarantee a fair market value; or there
are regulatory restrictions in dealing in securities, are valued at half of closing market price of unrestricted
sale of that security (Level 2). Where the securities are unquoted, those are valued at Cost (Level 3).

Information on financial instruments carried at fair value and their position in the fair value hierarchy is
presented at 5.4

5.3 Capital Management

A. Qualitative disclosures
The bank has maintained the capital adequacy as per Capital adequacy framework, 2015 as required by
Nepal Rastra Bank. The main objective of this framework is to develop a safe and sound financial system
by way of sufficient amount of qualitative capital and risk management practices. The total equity of the
bank comprises of paid-up capital, statutory reserves and other reserves. The bank does not have any
other complex or hybrid capital instruments.

Capital adequacy ratio as on Ashad end 2083 is 10.81% and 13.56% on Tier 1 Capital (core capital) and Tier
2 Capital (capital fund) respectively.

The bank assesses the impact of the new rules, if any on their capital adequacy through a comprehensive
capital planning and optimization/mitigation process. The capital planning is an integral part of the Bank’s
medium term strategic planning and annual budget formulation process. Total risk weighted exposures
for the projected level of business operations is calculated, the required capital level is projected, and a
plan is formulated to maintain the required capital.

The bank has not raised any hybrid capital instruments till Ashadh End 2083.

B. Quantitative disclosures
1.  Capital Structure and Capital Adequacy
A. Tier1Capital and a breakdown of its components

Amount (Rs. in.

S '000)

a Paid up Equity Share Capital 5,021,973

b Equity Share Premium

© Proposed Bonus Equity Shares -

d Statutory General Reserves 1,483,899

e Retained Earnings 814,026

f Unaudited current year cumulative profit/ (loss)

g Capital Redemption Reserve

h Less: Goodwill -

i Less: Intangible Assets 10,388

j Less: Fictitious Assets 16,492

k Less: Purchase of land & building in excess of limit 33,017

Total Core Capital 7,259,999

:\{a 9¢3lt T1ffe gftaes 93K
Y| 371, R0¢3/¢3



B. Tier 2 Capital and a breakdown of its Components

Detail Amount (Rs. in.

S. '000)

a Cumulative and/or Redeemable Preference Share

b Subordinated Term Debt 1,000,000

3 Hybrid Capital Instruments

d Stock Premium

e General Loan Loss Provision 770,031

f Exchange Equalization Reserve 487

g Investment Adjustment Reserve 2,500

h Accrued Interest Receivable on pass loan included in Regulatory 73,913

Reserve

i Interest Capitalized Reserve included in Regulatory Reserve -

j Asset Revaluation Reserve

k Other Reserves (Regulatory Reserve For NBA within 24 Months) =
Total Supplementary Capital 1,846,931

C. Detailed information about the Subordinated Term Debts with information on the outstanding
amount, maturity, and amount rose during the year and amount eligible to be reckoned as capital
funds.

The bank has issued Debenture amounting to NPR. 1,000,000,000/- with Interest Rate of 8% p.a paid
semiannually for a period of 10 years

D. Deductions from Capital:
The amount of deferred tax reserve has been separately credited to Regulatory reserve, which is not
considered for the purpose of capital ratios. Fictitious Assets has also been deducted as per NRB
Directive by NPR 16,492 thousand. The Purchase of land and building in excess of limit and unutilized
amounting to NPR 33,017 thousand has been deducted from Tier 1 Capital.

E. Total Qualifying Capital:

Detail Amount (Rs. in.'000)

1 Core Capital (Tier 1) 7,259,999
2 Supplementary Capital (Tier 2) 1,846,931
Total Capital Fund 9,106,931

F. Capital Adequacy Ratio:

Detail Percentage
1 Tier 1 Capital to Total Risk Weighted Exposure 10.81%
2 Tier 1 and Tier 2 Capital to Total Risk Weighted Exposure 13.56%

G. Summary of the terms, conditions and main features of all capital instruments, especially in case
of subordinated term debts including hybrid capital instruments.
Apart from the fully paid up Equity capital, the bank has also issued Debenture amounting to
NPR. 1,000,000,000/- with Interest Rate of 8% p.a paid semiannually for a period of 10 years
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2. Risk Exposures
2.1 Risk Weighted Exposures for Credit Risk, Market Risk and Operational Risk

1.1Risk Weighted Exposures Amount (Rs.'000)

a Risk Weighted Exposure for Credit Risk 61,602,493
b Risk Weighted Exposure for Operational Risk 3,692,535
8 Risk Weighted Exposure for Market Risk 148
Total Risk Weighted Exposures (Before adjustments of Pillar I1) 65,295,176

Adjustments under Pillar 1l

SRP 6.4a (5) | Adjustment as per SRP 6.4a (5) -
SRP 6.4a (6) | Adjustment as per SRP 6.4a (6) -
SRP 6.4a (7) | Adjustment as per SRP 6.4a (7) 5,47,798
SRP 6.4a (9) | Adjustment as per SRP 6.4a (9) 1,305,904
SRP 6.4a (10) | Adjustment as per SRP 6.4a (10) -

Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 67,148,878

2.2 Risk Weighted Exposures under each of categories of Credit Risk (Amount (Rs.'000)):

A. Balance Sheet Exposures Book Value Specific Eligible  Net Value Risk Risk
Provision CRM Weight ~ Weighted
Exposures
f=d*e

Cash Balance 703,872 703,872 0% -

Balance With Nepal Rastra Bank 3,489,669 3,489,669 0% =

Gold - 0% -

Investment in Nepalese Government Securities 1,533,725 1,533,725 0% =

All Claims on Government of Nepal - 0% -

Investment in Nepal Rastra Bank securities 4,673,400 4,673,400 0% =

All claims on Nepal Rastra Bank - 0% -

Claims on Foreign Government and Central Bank (ECA 0-1) 0%

Claims on Foreign Government and Central Bank (ECA -2) 20%

Claims on Foreign Government and Central Bank (ECA-3) 50%

Claims on Foreign Government and Central Bank (ECA-4-6) 100%

Claims on Foreign Government and Central Bank (ECA-7) 150%

Claims On BIS, IMF, ECB, EC and MDB's recognized by the framework 0%

Claims on Other Multilateral Development Banks 100%

Claims on Domestic Public Sector Entities - - 100% -

Claims on Public Sector Entity (ECA 0-1) - - 20% -

Claims on Public Sector Entity (ECA 2) - - 50% -

Claims on Public Sector Entity (ECA 3-6) - - 100% -

Claims on Public Sector Entity (ECA 7) - - 150% -

Claims on domestic banks that meet capital adequacy 1,636,020 - 1,636,020 20% 327,204

requirements

Claims on domestic banks that do not meet capital adequacy 100%

requirements - - -

Claims on foreign bank (ECA Rating 0-1) - - 20% -

Claims on foreign bank (ECA Rating 2) - - 50% -

Claims on foreign bank (ECA Rating 3-6) - - 100% -

Claims on foreign bank (ECA Rating 7) - - 150% -

Claims on foreign bank incorporated in SAARC region and China 20%

operating with a buffer of 1% above their respective regulatory - - -

capital requirement

Claims on Domestic Corporates (Credit rating score equivalent to 50%

AAA) - -

Claims on Domestic Corporates (Credit rating score equivalent to 70%

AA+ to AA-) - -

Claims on Domestic Corporates (Credit rating score equivalent to 80%

A+ to A-) - -
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Claims on Domestic Corporates (Credit rating score equivalent to 100%
BBB+ & below) = -

Claims on Domestic Corporates (Unrated) 30,976,959 - | 30,976,959 100% | 30,976,959
Claims on Foreign Corporates (ECA 0-1) - - 20% -
Claims on Foreign Corporates (ECA 2) - - 50% -
Claims on Foreign Corporates (ECA 3-6) - - 100% -
Claims on Foreign Corporates (ECA 7) - - 150% -
Regulatory Retail Portfolio (Not Overdue) 14,851,358 242,869 14,608,489 75% 10,956,367
Claims fulfilling all criterion of regularity retail except granularity - - 100% -
Claims secured by residential properties 5,439,173 - 5,439,173 60% 3,263,504
Claims not fully secured by residential properties - - 150% -
Claims secured by residential properties (Overdue) 100%

220,226 102,098 - 118,128 18,128
Claims secured by Commercial real estate 2,107,034 - 2,107,034 100% 2,107,034
Past due claims (except for claims secured by residential properties) 3,024,857 1,825,505 1199,352 150% 1,799,028
High Risk claims 2,264,436 - | 2264436 150% | 3,396,653
Real Estate loans for land acquisition and development (other than 396,208 396,208 125% 495,260
mentioned in Capital Adequacy framework 2015-point 3.3(j) (1) (k)) -
Lending against securities (bonds) - 125% -
Lending against Shares 2,283,677 - - 2,283,677 100% 2,283,677
Trust Receipt Loans for Trading Firms - 100% -

Real Estate loans for land acquisition and development (For
institutions/projects  registered/licensed and approved by
Government of Nepal for land acquisition and

development purposes) 2,612,570 - 2,612,570 100% 2,612,570
Personal Hire purchase/PersonoI Auto Loans 271,021 = 271,021 100% 271,021
Investments in equity and other capital instruments of institutions 538,506 538,506 100% 538,506
listed in stock exchange

Investments in equity and other capital instruments of institutions 176,352 = 176,352 150% 264,527
not listed in the stock exchange

Staff loan secured by residential property 539,567 539,567 50% 269,784
Interest Receivable/claim on government securities 205,205 205,205 0% =
Cash in transit and other cash items in the process of collection - 0% -
Loans not exceeding Rs. 30 million to SME's that fulfill the criteria 615,339 615,339 60% 369,203
Other Assets (as per attachment) 1,221,492 - - 1,221,492 100% 1,221,492
TOTAL (A) 89,780,664 | 1,927,603 | 242,869 | 87,610,193 61,270,917

B. Off Balance Sheet Exposures Book Specific  Eligible  NetValue Risk Risk
Value Provision CRM Weight Weighted
Exposures
Revocable Commitments - 0% -
Bills Under Collection - 0% -
Forward Exchange Contract Liabilities S S 10% S
LC Commitments With Original Maturity Upto 6 months domestic 333,807 - 333,807 20% 66,761
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
LC Commitments With Original Maturity Over 6 months domestic = = 50% =
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
Bid Bond, Performance Bond and Counter guarantee domestic 351,935 9,390 342,545 40% 137,018
counterparty
Foreign counterparty (ECA Rating 0-1) - - 20% -
Foreign counterparty (ECA Rating 2) - - 50% -
Foreign counterparty (ECA Rating 3-6) - - 100% -
Foreign counterparty (ECA Rating 7) - - 150% -
Underwriting commitments - - 50% S
Lending of Bank's Securities or Posting of Securities as collateral - - 100% -
Repurchase Agreements, Assets sale with recourse - - 100% -
Advance Payment Guarantee - - 100% -
Financial Guarantee - - 100% -
Acceptances and Endorsements - - 100% -
Unpaid portion of Partly paid shares and Securities S S 100% S

Va
¢ 9¢3lt aiffe ufaaes 8
@. 3Md. 0¢R/¢3 82



Irrevocable Credit commitments (short term) 486,096 - 486,096 20% 97,219
Irrevocable Credit commitments (long term) - - 50% -

Claims on foreign bank incorporated in SAARC region operating - 20% -
with a buffer of 1% above their respective regulatory capital
requirement

Other Contingent Liabilities 30,578 = 30,578 100% 30,578
Unpaid Guarantee Claims - - 200% -
TOTAL (B) 1,202,416 = 9,390 1,193,026 331,577
Total RWE for credit Risk Before Adjustment (A) +(B) 90,983,080 | 1,927,603 | 252,259 | 88,803,219 61,602,493

Adjustments under Pillar Il

SRP 6.4a(3) - Add 10% of the loans & facilities in excess of Single -
Obligor Limits to RWE

SRP 6.4a(4) - Add 1% of the contract (sale) value in case of the sale -
of credit with recourse to RWE

Total RWE for Credit Risk after Bank's adjustments under Pillar Il 90,983,080 1,927,603 | 252,259 | 88,803,219 61,602,493

2.3 Total Risk Weighted Exposure calculation table:

1.1Risk Weighte Amount (Rs.'000)
a Risk Weighted Exposure for Credit Risk 61,602,493
b Risk Weighted Exposure for Operational Risk 3,692,535
C Risk Weighted Exposure for Market Risk 148
Total Risk Weighted Exposures (Before adjustments of Pillar I1) 65,295,176

Adjustments under Pillar Il
SRP 6.4a (5) | Adjustment as per SRP 6.4a (5) -
SRP 6.4a (6) | Adjustment as per SRP 6.4a (6) =

SRP 6.4a (7) | Adjustment as per SRP 6.4a (7) 547,798
SRP 6.4a (9) | Adjustment as per SRP 6.4a (9) 1,305,904
SRP 6.4a (10) | Adjustment as per SRP 6.4a (10) -
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 67,148,878
Common Equity Tier 1 (CET 1) 7,259,999
Supplementary Capital (Tier 2) 1,846,931
Total Capital Fund (Tier | and Tier II) 9,106,931
Common Equity Tier 1 to Risk Weighted Exposure Ratios 10.81%
Tier 1to Risk Weighted Exposure Ratios 10.81%
Total Capital to Risk Weighted Exposure Ratio 13.56%

2.4 Amount of Non-Performing Assets (NPA)

Particulars Provision
1 Substandard 1,320,613,163 328,573,830 992,039,333
2 Doubtful 626,178,307 308,801,781 317,376,526
3 Bad 1,318,279,595 1,310,215,755 8,063,841
Total 3,265,071,065 1,947,591,366 1,317,479,700

Assessment of capital adequacy of bank is done on regular basis taking into considerations the exposure
of bank. Also, the analysis of possible impact on capital adequacy is being done on regular basis taking
into consideration the future impacts on assumptive basis. Capital adequacy of bank and impact in
capital due to future change in nature and size of business is discussed in Risk Management Committee
and is summarized in board. Regular monitoring of nature of business is being done so that unexpected
negative impact could not take place in capital adequacy of bank. Reporting to regulatory body is being
done as prescribed by compliance department.

The internal capital adequacy assessment process (ICAAP) is a comprehensive process which requires
board and senior management oversight, monitoring, reporting and internal control reviews at regular
intervals to ensure the alignment of regulatory capital requirement with the true risk profile of the bank
and thus ensure long-term safety and soundness of the bank. The key components of an effective ICAAP
are discussed below.
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«  Board and senior management oversight

Board and senior management oversight bank management is responsible for relates to adequate capital
levels. It is also responsible for ensuring that the formality and sophistication of the risk management
processes is commensurate with the complexity of its operations. A sound risk management process,
thus, is the foundation for an effective assessment of the adequacy of a bank’s capital position.

The board of directors of the bank is responsible for setting the bank’s tolerance for risks. The board also
ensures that management establishes a mechanism for assessing various risks; develops a system to
relate these risks to the bank’s capital level and sets up a method for monitoring compliance with internal
policies. It is equally important that the board installs strong internal controls and thereby an effective
control environment through adoption of written policies and procedures and ensures that the policies
and procedures are effectively communicated throughout the bank.

«  Sound Capital Assessment

Another crucial component of an effective ICAAP is the assessment of capital. In order to be able to make

a sound capital assessment the bank should, at minimum, have the following:

+ Policies and procedures designed to ensure that the bank identifies, measures, and reports all
material risks;

»  Aprocess that relates capital to the level of risk;

« A process that states capital adequacy goals with respect to risk, taking account of the bank's
strategic focus and business plan; and

+ A process of internal control reviews and audits to ensure the integrity of the overall management
process.

- Comprehensive assessment of risk
All material risks faced by the bank should be addressed in the capital assessment process. Nepal Rastra
Bank recognizes that not all risks can be measured precisely. However, bank should develop a process
to estimate risks with reasonable certainties. In order to make a comprehensive assessment of risks, the
process should, at minimum, address the following forms of risk.
+  CreditRisk
+  Credit Concentration Risk
+  Operational Risk
*  Market Risk
+  Liquidity Risk

+  Monitoring and reporting
The bank has established an adequate system for monitoring and reporting risk exposures and assessing
how the bank’s changing risk profile affects the need for capital. The bank’s senior management or board
of directors, on a regular basis, receives reports on the bank’s risk profile and capital needs. These reports
allow senior management to:

Evaluate the level and trend of material risks and their effect on capital levels;
Evaluate the sensitivity and reasonableness of key assumptions used in the capital assessment
measurement system;

Determine that the bank holds sufficient capital against the various risks and is in compliance with
established capital adequacy goals; and

Assess its future capital requirements based on the bank’s reported risk profile and make necessary
adjustments to the bank’s strategic plan accordingly.

« Internal Control Review
The bank’s internal control structure is essential to a sound capital assessment process. Effective
control of the capital assessment process includes an independent review and, where appropriate, the
involvement of internal or external audits. The bank’s board of directors has a responsibility to ensure that
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management establishes a system for assessing the various risks, develops a system to relate risk to the

bank’s capital level, and establishes a method for monitoring compliance with internal policies. The board
should regularly verify whether its system of internal controls is adequate to ensure well-ordered and
prudent conduct of business. The bank should conduct periodic reviews of its risk management process
to ensure its integrity, accuracy, and reasonableness. Key areas that should be reviewed include:

«  Appropriateness of the bank’s capital assessment process given the nature, scope and complexity

of its activities;

+ Identification of large exposures and risk concentrations;

+  Accuracy and completeness of data inputs into the bank’s assessment process;
+  Reasonableness and validity of scenarios used in the assessment process; and

«  Stress testing and analysis of assumptions and inputs.

5.4 Classification of Financial Assets & Financial Liabilities

Financial Assets Amortized FVTOCI FVTPL Total
Cost
Cash in hand 703,872,372 703,872,372
Balances with B/Fls 4,608,185 4,608,185
Money at call and short notice 936,488,771 936,488,771
Interbank placement - -
Balance at NRB 3,489,669,377 3,489,669,377
Derivative financial instrument -
Loans & Advances 63,905,302,351 63,905,302,351
Government bonds 11,738,929,700 11,738,929,700
Government treasury bills - -
Equity investments 823,296,222 823,296,222
Other assets 171,913,835 171,913,835
Total Financial Assets 80,950,784,591 823,296,222 - | 81,774,080,814

Financial Liabilities

Amortized
Cost

Fair value through profit or
loss (FVTPL)

Held for trading Designated

at FVTPL

Deposits from customers 77,852,662,136 77,852,662,136
Due to Banks & Financial 266,971,920 266,971,920
Institutions
Due to Nepal Rastra Banks - -
Debt Securities 998,094,792 998,094,792
Employee related liabilities 65,695,340 65,695,340
Bills payable = =
Creditors and accruals 37,007,778 37,007,778
Interest payable on deposit 3,858,601 3,858,601
Interest payable on borrowing - -
Unpaid Dividend = =
Liabilities under Operating Lease 173,845,499 173,845,499
Other liabilities 267,946,496 267,946,496
Total Financial Liabilities 79,666,082,562 - - | 79,666,082,562
FVTOCI = Fair value through other comprehensive income.
FVTPL = Fair value through profit or loss.
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Investment in securities Classified as fair Value through Other Comprehensive Income
The investment in equities is classified as fair value through Other Comprehensive Income (OCI). The

valuation hierarchy is presented below;

S.N Company/ Fund Level1 Level 2 Level 3
1 Citizen Mutual Fund 2 2,475,000
2 Global Ime Balance Fund 1 5,250,000
3 Nabil Balance Fund-3 165,533
4 Nabil Balance Fund -2 3,060,080
5 Nmb Sulav Fund II 2,557,500
6 Nibl Sahbhagita Fund 7,939,903
7 NIBL Stable Fund 2,260,000
8 Nic Asia Growth Fund 4,745,000
9 Nmb 50 Mutual Fund 4,581,000
10 Siddhartha Equity Fund 20,718,835
n Siddhartha Investment Growth Scheme 55,000,000
12 Muktinath Mutual Fund-1 MMF 29,700,000
13 Garima Samridhi Yojana Mutual Fund 10,300,000
14 NMB Hybrid Fund-II 1,519,500
15 Machhapuchchhre Capital Mutual Fund 5,000,000
16 Reliable Samriddhi Yojana 5,120,000
17 Sanima Growth Fund 4,180,000
18 Nabil Flexi Cap Fund 20,420,000
19 Nibl Growth Fund 32,730,000
20 Prabhu Select Fund (PSF) 6,175,000
21 Nepal Life Samriddhi Lagani Yojana 4,875,000
22 Reliable Samriddhi Yojana 2 4,985,000
23 Vision Lumbini Urja Company Ltd. 107,000,000
24 Sanima General Insurance Company Nepal Ltd 18,366,275
25 Surya Jyoti Life Insurance Company Ltd 7,522,382
26 | Aarambha Chautari Laghubittya Bittiya Sastha Ltd 32,461,560
27 Dhaulagiri Laghubitta Bittiya Sanstha Limited 6,800,625
28 Chilime Hydropower Company Limited 1,088,454
29 CEDB Holdings Limited 879,705
30 CEDC Hydropower Development Com Ltd 27,441,864
31 APl Power Company Ltd 17,678,588
32 API Power Company Ltd 6,414,000
33 Mountain Energy Nepal Limited 14,791,400
34 Sahas Urja Limited 27,143,844
35 National Life Insurance Com Ltd 1,045,674
36 National Life Insurance Com Ltd 23,226,585
37 National Life Insurance Com Ltd 579
38 Sagarmatha Lumbini Insurance Com Ltd 15,283,510
39 Siddhartha Premium Insurance Ltd 18,862,155
40 Nepal Life Insurance Com Ltd 4,123,900
41 Reliable Nepal Life Insurance Limited 13,188,120
42 Himalayan Everest Insurance Company Ltd 10,358,400
43 IME life Insurance 2,593,248
44 Sun Nepal Life Insurance Company Limited 13,294,884
45 Citizen Investment Trust 26,611,450
46 Green Ventures Limited 1,448,160
47 Nepal Doorsanchar Company Limited 15,561,910
48 Sanjivini Laghubitta Bittya Sanstha 113,939,000
49 Trust Micro Insurance 52,500,000
50 Banking & Financial Institute Ltd 2,500,000
51 National Banking Institute 2,000,000
52 Nepal Clearing House Ltd 412,600
58 Reliance Nepal Venture Capitalist 5,000,000
Total 474,793,781 172,150,842 176,351,600
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5.5 Operating Segment Information
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General Information

An operating segment is a component of an entity that engages in business activities from which it may

earn revenues and incur expenses (including revenues and expenses relating to transactions with other

components of the same entity) whose operating results are regularly reviewed by the entity’s chief

operating decision maker to make decisions about resources to be allocated to the segment and assess
its performance, and for which discrete financial information is available.

Information about Profit or Loss, Assets & Liabilities

Province

Gandaki

Province
Lumbini

Province
[Selgalel]]

Province
Sudurpaschim

Particulars Province

Bagmati
a Revenues from external customers 51,771,066
b Intersegment revenues 24,234,523
C] Net Revenue 76,005,588
d Interest revenue 834,946,779
e Interest expense 422,495,822
f Net interest revenue 412,450,957

g Depreciation and amortisation
h Segment profit /(loss) 412,450,957
i Entity's interest in the profit or loss o
of associates accounted for using
equity method

j Other material non-cash items: -

Provision for Loan Loss 81,262,568
k Impairment of assets -
| Segment assets 1,958,037,464
m Segment liabilities 7135,695,385

3,865,093

23,431,731

27,296,824
48,086,503
31,794,361

16,292,142

16,292,142

137,787

570,310,721

815,972,046

321,712,559

3,472,060,846

3,793,773,405
4,977,721,205
2,703,347,932

2,274,373,273

2,274,373,273

198,620,356

77,615,651,381

71732,770,827

2,143,710

2,143,710
23,918,102
7,330,780

16,587,322

16,587,322

1,542,190

338,229,210

250,539,969

4,776,732 384,269,160

- 3,519,727,099

4,776,732 | 3,903,996,259
70,462,689 | 5955135278
18,368,358 | 3,183,337,253
52,094,331 |  2,771798,025

52,094,331 2,771,798,025

5,044,355 286,607,256

879,870,331 91,362,099,107

559,433,609 | 80,494,411,836

Measurement of Operating Segment Profit or Loss, Assets and Liabilities
The Bank has determined segments based on the geographical region i.e. Province wise.

Reconciliations of Reportable Segment Revenues, Profit or Loss, Assets and Liabilities

da. Revenue

Total revenues for reportable segment 384,269,160

Other revenues 6,047,110,090

Elimination of intersegment revenues

Entity’s revenues 6,431,379,250
b. Profit or Loss

Total profit or loss for reportable segments 2,771,798,025

Other profit or loss

Elimination of intersegment profits

Unallocated amounts: (1163,798,177)

Profit before income tax 1,607,999,848
c. Assets

Total assets for reportable segments 91,362,099,107

Other assets

Unallocated amounts (3,736,155,316)

Entity’s assets 87,625,943,791
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d. Liabilities

Total liabilities for reportable segments 80,494,411,836
Other liabilities =
Unallocated liabilities (827,898,507)
Entity’s liabilities 79,666,513,329

e. Information about Product & Services

Revenue from each type of product & Service Amounts

Loan & Advance 5,291,783,453
Money at call 8,625,091
Investment Securities 746,715,455
Remittance 6,561,532
Service Fees 1,498,582
Loan Administration Fees 194,001,1M
Non- Funded Commission 3,085,875
Other Product & Services 179,108,151
Total revenue 6,431,379,250

f. Information about Geographical Area
Revenue from following geographical areas:

(a) Domestic 6,379,057,096
Province Bagmaiti 886,717,845
Province Gandaki 51,951,596
Province Lumbini 5,339,086,423
Province Karnali 26,061,812
Province Sudurpashim 75,239,421

(b) | Foreign -

Total* 6,379,057,096

*Revenue Recognized on Net off Accrued Interest and Interest Suspense as prescribed in NRB Directives
on Interest Recognition, amounting to Rs. 52,322,154 has been excluded.

g. Information about Major Customer
Revenue from single external customer is less than 10 percent of bank’s total revenue.

5.6 Share Options and Share based Payment
The Bank does not have any share options and share based payments.

5.7 Contingent Liabilities and Commitment
Contingent Liabilities
Where the Bank undertakes to make a payment on behalf of its customers for guarantees issued for
which an obligation to make a payment has not arisen at the reporting date, those are included in these
financial statements as contingent liabilities.
Commitments
Where the Bank has confirmed its intention to provide funds to a customer or on behalf of a customer
in the form of loans, overdrafts, future guarantees, whether cancellable or not and the Bank has not
made payments at the reporting date, those instruments are included in these financial statements as
commitments.
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Particulars
Contingent liabilities
Undrawn and undisbursed facilities
Capital commitment
Lease Commitment
Litigation
Total

FY 2082-83
716,319,921
486,095,874

1,202,415,795

FY 2081-82
373,232,944
1,394,461,657

1,767,694,601

58 R

elated Party Disclosures

The Bank identifies the following as the related parties under the requirements of NAS 24.

a.

Directors

b. Key Management Personnel of the Bank

C.

Relatives of Directors and Key Managerial Personnel

FY 2082-83 FY 2081-82

Directors

Thaneshor Poudel

Er. Suraj Upreti

Birendra Bhusal

Birendra Bista

Namrata Bhandari

Dr. Himal Bhattarai

Dr. Ganesh Prasad Pathak

Key Managerial Personnel
Prakash Poudel - CEO
Lokraj Paneru - DCEO
Yashodhan Pandey- AGM

Directors

Thaneshor Poudel

Er. Suraj Upreti
Birendra Bhusal
Birendra Bista
Namrata Bhandari
Dr. Himal Bhattarai
Gopal Prasad Pandey

Key Managerial Personnel
Prakash Poudel - CEO
Lokraj Paneru - DCEO
Yashodhan Pandey- AGM

Transaction during the Year

Particulars FY 2082-83 FY 2081-82
Directors
Directors Sitting Fees 1,704,000 1,704,000
Interest Paid to directors on deposits 2,652,788 4,146,734
Other directors' expenses (if any) 1,394,232 | 1,758,075
Total 5.751,020 7,608,809
Key Management Personnel
Remuneration and Benefit Paid 22,031,532 | 22,320,602
Post-Retirement Benefits
Other Long-term Benefits
Borrowing during the year 26,580,566 | 30,920,000
Interest on Borrowing 1,271,918 1,334,211
Interest on account balances 97,813 230,363
Other transactions benefits if any
Total 49,981,829 | 54,805,177

Reporting Date Balance

Particulars

FY 2082-83

FY 2081-82

Directors Deposits

KMP Deposits

Borrowings (KMP)

Other Receivable payables if any

20,381,049
7,584,340

8,649,195
2,422,902

26,580,566 | 30,920,000

Total 54,545,955 | 41,992,098
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5.9 Additional Disclosure of Non-Consolidated Entities
Not Applicable.

5.10 Loan Written off
Details of written off Loan & Advance During the FY 2082/83 are as follows.

S.N Branch Name Principal Interest

Write off Write off
1 Shankarnagar | Kasbin Krishi Firm Pvt Ltd 13,669,421 13,669,421
2 Badera R and P Suppliers 723,292 - 723,292
3 Amarpath Baishnabi Kirana Pasal 3,999,734 125,423 4,125,156
4 Corporate City Village Lounch and Restaurant 7,328,191 - 7,328,191
5 Jhimirebhar Rashmi Fancy Store 1,556,085 1,556,085
6 Nepalgunj Arghakhanchi Soon Chadi Pasal - 145,430 145,430
7 Badera Bhim Prasad Adhikari 531,074 278,678 809,752
8 Head Office Koushila Panthi 2,806,000 -| 2,806,000
9 Tamghash Bhattarai Driving Institute 1,777,789 - 1,777,789
10 Kotihawa Aasia & Binisa Cold Store 3,628,072 - 3,628,072
n Bijuwar Pranisha Traders 347,367 = 347,367
12 | Pharsatikar New Ganesh Palpali Sun Chadi Pasal 1,560,925 - 1,560,925
13 Pharsatikar Ankita Hardware 7,673,000 7,673,000
14 Pharsatikar New Samrat Suppliers 1,082,031 1,082,031
15 Mangalapur Shiva Shankar Alumunium 9,277,148 2,651,344 | 11,928,492
Total 55,960,128 3,055,445 | 59,161,003

Events After Reporting Date

Bank monitors and assesses events that may have potential impact to qualify as adjusting and / or non-adjusting
events after the end of the reporting period. All adjusting events are adjusted in the books with additional
disclosures and non-adjusting material events are discloses in the notes with possible financial impact, to the
extent ascertainable.

As per NRB Directives interest accrued on loan and advance including employee borrowing up to Ashad 2083 was
NPR. 585,430,932. Out of these amounts, interest recovered with in 15th Shrawan 2083 is NPR. 23,051,609 which has
been adjusted in Regulatory Reserve.

There are no material events that have occurred subsequent to 32nd Ashad, 2083 till the signing of this financial
statement except reported below.

Proposed Dividend

Dividend on ordinary shares are recognized as a liability and deducted from equity when they are approved by
the Bank’s shareholders. Dividend for the year that is approved after the reporting date is disclosed as an event
after the reporting date.

The Board of Directors of the Bank through its meeting no 338 dated 2083/05/28 has proposed 6.00% of Bonus
share on Current Paid-up capital amounting NPR 5,021,972,729.93 which equals to NPR 301,318,363.80 & 10.00% of
Cash Dividend on current Paid-up capital NPR 5,021,972,729.93 which equals to NPR 502,197,272.99 including bonus
tax.

The following Bonus Share & Cash dividend for its tax purposed is proposed for approval in the upcoming AGM.

Particulars Amounts Rs.
Distributable Profit 814,025,853.08
Paid-up Capital 5,021,972,729.93
Proposed Bonus Share @ 6.00 Percent 301,318,363.80
Proposed Cash Dividend @ 10.00 Percent inclusing Bonus Tax 502,197,272.99

5.11 Mitigate the risk of Covid 19 Impact as per NRB Directives:

The Covid-19 pandemic has impacted most of the countries, including Nepal. This resulted in countries
announcing lockdown and quarantine measures that sharply stalled economic activity. The government and
numerous companies, including the Bank, have introduced a variety of measures to control the spread of the
virus. The Government of Nepal imposed prohibitory order which has led to significant decline and volatility in
economic activities. Nepal Rastra Bank (NRB) has announced several measures to ease the financial system
stress, including enhancing system liquidity, moratorium on loan repayments, and asset classification standstill
benefit to overdue accounts where a moratorium has been granted.
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The Nepalese economy would be impacted by this pandemic with contraction in industrial and services output
across small and large businesses. The Bank’s business is expected to be impacted by lower lending opportunities
and revenues in the short to medium term. The Bank’s capital and liquidity position is strong and would continue
to be the focus area for the Bank during this period.

Further the Bank has provided below mentioned facilities in line with NRB guidelines:
Table1

Particulars As of Ashad end 2083
No of Amount (NRs.)
Customers
Accrued Interest Received after Ashad end 2083 till 15 Shrawan 415 23,051,609
2083
Additional 0.3% Loan Loss Provision created on Pass Loan Portfolio NA

Extension of moratorium period of loan provided to Industry or
Project under Construction

Restructured/Rescheduled Loan with 5% Loan Loss Provision

Enhancement of Working Capital Loan by 20% to COVID affected
borrowers

Enhancement of Term Loan by 10% to COVID affected borrowers

Expiry date of Additional 20% Working Capital Loan (Covid Loan)
extended for up to 1 year with 5% provisioning

Expiry date of Additional 10% Term Loan (Covid Loan) extended for
up to 1year with 5% provisioning

Time Extension provided for repayment of Principal and Interest for
up to two years as per clause 41 NRB Directives 2

Table 2

Particulars As of Ashad end 2083

No of Customers Amount (NRs.)
Refinance Loan

Business Continuity Loan

Table 3

Particulars During FY 2082/083

No of Customers Amount (NRs.)

Subsidized Loan 62 91,811,820

As per our attached report of even date For and on Behalf of Board of
Shine Resunga Development Bank Ltd

For NBSM & Associates Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman
FCA. Durga Prasad Gnawali Er.Suraj Upreti Birendra Bhusal Birendra Bista
Senior Partner Director Director Director
Date : Bhadra 28, 2083 Namrata Bhandari Dr. Himal Bhattarai Prof. Dr. Ganesh Prasad Pathak
Place : Kathmandu Director Director Independent Director
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Major Indicator
Previous Five Years Indicator

D
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Detail Financial Year
2079-80 2080-81

1 Adequacy of Capital Fund on Risk Weighted Exposure

Core Capital Rs 5,104,612,605 5,707,627,681 6,229,376,428 6,754,663,177 | 7,259,999,435

Total Capital Fund Rs 5,607,603,605 6,363,313,311 6,916,447,914 | 7,495,468,656 9,106,930,5625

Risk Weighted Exposure Rs 39,043,356,000 | 47,885,237,072 | 54,729,974,145 | 59,734,169,743 | 67,148,878,345

Capital Fund to RWE % 14.36% 13.29% 12.64% 12.55% 13.66%

Tier 1 Capital to RWE % 13.07% 1.92% 11.38% 1.31% 10.81%

Tier 1 Capital to RWE % 13.07% 11.92% 11.38% 1.31% 10.81%
2 | Earning Per Share (EP.S) Rs 17.16 17.69 14.48 13.24 221
3 Market Value Per share (M.P.S) Rs 294.9 384 405 431.97 415.00
4 Book Networth Per Share Rs 143.12 14417 145.59 151.44 158.49
5 Net Profit Per Staff Rs 892,307 1,016,124 928,620 846,170 1,443,838
6 Per Employee Staff Cost Rs 684,003 784,349 976,419 936,191 1,087,716
7 Number of Promoter Equity Shares Nos 19,283,146 21,847,804 24,141,824 24,866,079 25,612,061
8 Number of Public Equity Shares Nos 18,526,944 20,991,028 23,195,086 23,890,938 24,607,666
9 Number of Staffs Nos 727 746 738 763 769
10 | Number of Branches Nos 84 88 88 88 87
1l Number of Extension Counters Nos 1 1 1 1 0
12 | Number of ATM Machines Nos 7 16 18 18 18
13 | Price Earning Ratio Times 17.19 21.70 27.97 32.62 18.77
14 | Divdend (Bonus Share) on Share Capital % 13.30% 10.50% 3.00% 3.00% 6%
15 | Cash Dividend on Share Capital % 0.70% 0.55% 5.00% 10.00% 10%
16 | Net Profit/Gross Income % 13.19% 10.41% 9.12% 9.56% 17.26%
17 | Net Profit/ Loan & Advance % 1.72% 1.66% 1.27% 111% 1.74%
18 | Return on Total Assets % 1.28% 120% 0.93% 0.80% 1.27%
19 | Return on Equity % 1.99% 12.27% 9.9% 8.74% 13.95%
20 | Interest Income/Total Loan & Advance % 12.38% 15.28% 13.34% 10.97% 9.46%
21 | Exchange Gain/ Total Income % - - - - -
22 | Interest Expenses/ Total Deposit and Borrowings % 8.30% 8.57% 7.27% 5.16% 4.08%
23 | Total operating Expenses/Total Assets % 1.60% 1.49% 150% 139% 1.43%
24 | staff Expenses/ Total Operating Expenses % 61.49% 61.86% 65.33% 63.99% 66.83%
25 | Staff Bonus/ Total Staff Expenses % 19.63% 21.57% 16.27% 13.94% 21.36%
26 | Total Credit/ Total Deposit % 87.54% 81.47% 82.05% 82.60% 84.18%
27 | Non-Performing Loan/Total Loans % 114% 1.81% 3.43% 4.27% 4.97%
28 | Base Rate % 1.06% 11.36% 8.32% 6.41% 5.38%
29 | Weighted Average Interest Rate Spread % 4.41% 4.60% 4.36% 418% 4.01%
30 | Weighted Average Interest Rate on Deposit % 8.99% 9.36% 6.56% 4.85% 3.68%
31 | Weighted Average Interest Rate on Credit % 13.40% 13.96% 10.92% 9.03% 7.69%
32 | Institutional Deposit/Total Deposit % 9.50% 13.81% 16.70% 18.57% 9.24%
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Comparision of Statement of Financial Position
As on 32nd Ashad 2083

As per

5 As per Audit Varian
unaudiied | EEREEEE — T
2083 32 Ashad 2083 In Amount
Assets
Cash and cash equivalent 41 1,644,969,328 1,644,969,328 - 0.00%
Due from Nepal Rastra Bank 42 3,489,669,377 3,489,669,377 -
Placement with Bank and Financial Institutions 4.3 = o =
Derivative financial instruments 4.4 - - -
Other trading assets 45 - - -
Loan and Advances to B/Fls 4.6 688,357,731 688,357,731 - 0.00%
Loans and advances to customers 47 63,267,778,525 63,216,944,620 | (50,833,905) -0.08%
Investment in securities 4.8 17,234,552,598 17,235,625,923 1,073,325 0.01%
Current Tax Assets 4.9 o o ©
Investment in subsidiaries 410 - - -
Investment in Associates 4n - - -
Investment property 412 206,598,395 206,598,395 -
Property and equipment 413 655,698,235 655,698,234 1) 0.00%
Goodwill and Intangible Assets 414 134,988,727 134,988,728 1
Deferred tax assets 415 10,549,296 10,388,371 (]60,924)
Other assets 416 371,248,020 342,703,084 | (28544,936) -7.69% | Audit adjustment
Total Assets 87,704,410,231 87,625,943,791 | (78,466,440) -0.09%

Liabilities

Due to Bank and Financial Institutions 417 266,971,920 266,971,920 - 0.00%

Due to Nepal Rastra Bank 418 - - -

Derivative Financial instruments 419 = = =

Deposit from customers 4.20 77,852,662,136 77,852,662,136 - 0.00%

Borrowings 4.21 = = =

Current Tax Liabilities 4.9 17,490,456 430,767 (17,059,689)

Provisions 422 = = =

Deferred tax liabilities 415 - - -

Other liabilities 4.23 557,993,186 548,353,714 (9,639,472) -1.73% Audit adjustment

Debt securities issued 4.24 1,000,000,000 998,094,792 (1,905,208) -0.19% | Amortization
under NFRS 9

Subordinated Liabilities 4.25 = = =

Total liabilities 79,695,117,698 79,666,513,329 (28,604,370) -0.04%

Equity

Share Capital 4.26 5,021,972,730 5,021,972,730 -

Share Premium - - -

Retained Earning 846,498,351 814,025,853 (32,472,497) -3.84% | Change in proft
Reserves 427 240,821,453 2,123,431,879 (17,389,573) -0.81% | Change in proft
Total equity attributable to equity holders 8,009,292,533 7,959,430,462 (49,862,071) -0.62%

Non-controlling interests

Total equity 8,009,292,532 7,959,430,462 (49,862,071) -0.62%
Total liabilities and equity 87,704,410,231 87,625,943,791 | (78,466,441) -1%
Contingent liabilities and commitment 4.28 1,202,415,795 1,202,415,795 - 0.00%
Net assets value per share 159.48 158 -0.99 -0.62%

7
1 9¢3ft aif¥e ufaaes
@, 1T 0¢3[¢3 b



Comparision of Statement of Profit or Loss
As on 32nd Ashad 2083

As per As per

Particulars Uneuelied AuElied Feanee Reasons for Variance
2082-83 2082-83 In Amount

Interest Income 4.29 6,009,961,826 6,047,123,999 37,162,173 0.62% | Calculation of Staff unwinding
interest

Interest Expense 4.30 3,183,258,625 3,183,482,136 223,511 0.01% | Acturial Interest and Debenture
EIR interest difference

Net interest income 2,826,703,201 | 2,863,641,862 | (36,938,662) -1.31%

Fees and Commission Income 431 352,413,752 356,084,485 3,670,732 1.04% | Change in commsision Income

Fees and Commission Expense 4.32 40,766,091 41,344,091 578,000 142% | Regroping of expenses

Net fee and Commission income 311,647,662 314,740,394 3,092,732 0.99%

Net interest fee and commission income 3,138,350,862 | 3,178,382,256 | (40,031,394) -1.28%

Net Trading Income 4.33 - - -

Other Operating Income 434 29,561,514 28,170,766 (1,390,748) -470% | Change in other income

Total operating income 3,167,912,376 | 3,206,553,022 | (38,640,646) -1.22%

Impairment charge/(reversol) for loans and 4.35 207,956,558 286,607,256 78,650,698 37.82% | Change in impariment expenses

other losses
Net Operating income 2,959,955,818 | 2,919,945,766 40,010,052 1.35%

Operating expenses

Personal Expense 4.36 804,253,881 836,453,541 32,199,660 4.00% | Calculation of Finance Expenses
& change in Staff Bonus

Other Operating Expenses 4.37 295,749,822 293,026,871 (2,722,952) -0.92% | Change in debenture expenses &
other expenses

Depreciation and amortisation 4.38 122,078,758 122,078,758 - 0.00%

Operating Profit 1,737,873,357 | 1,668,386,597 69,486,760 4.00%

Non operating income 4.39 = =

Non operating expense 4.40 60,386,749 60,386,749 -

Profit before income tax 1,677,486,608 | 1,607,999,848 69,486,760 4.14%

Income tax expense 4.4 496,207,170 497,688,570 1,481,400 0.30%

Current tax 533,713,509 515,165,818 (18,547,691) -3.48% | Calculation of Tax

Deferred tax income (37,506,338) (17,477,247) 20,029,091 -53.40% | Calculation of Deffered Tax

Profit for the period 1,181,279,438 1,110,311,278 70,968,160 6.01%

Profit attributable to:
Equity holders of the bank 1181,279,438 110,311,278 (70,968,160) -6.01% | Change in Net Proit
Non-controlling interest - - -

Profit for the period 1,181,279,438 1,110,311,278 | (70,968,160) -6.01%

Earnings per share:

Basic earnings per share 2352 2211

Diluted earnings per Share 2352 2211

Va
¢ 9¢3lt aiffe ufaaes 8
@. 3Md. 0¢R/¢3 W



Compurcltive Statement of Other Comprehensive Income
For the Year ended 32nd Ashad 2083

As per As per Variance
Particulars Unaudited Audited Reus.ons for
Variance
2082-83 2082-83 In Amount

Profit for the period 1,181,279,438 1,110,311,278 | (70,968,160) | -6.01% | Change in Net
Profit

Other comprehensive income, net of income tax = =

a) Items that will not be reclassified to profit or loss - -

« Gains/(losses) from investment in equity instruments measured at (67,162,360) (67,162,360) - 0.00%

fair value

- Gains/(losses) on disposal of equity shares recycled to equity 13,909 13,909

« Gains/(losses) on revaluation - - -

« Acturial gain/(losses) on defined benefit plans - 935,141 935,141 100% | Calculation of
Actury reserve

+ Income tax relating to above items 20,148,708 19,863,993 (284,7115) -141% | Changein
Income

Net other comprehensive income that will not be reclassified to (47,013,652) | (46,349,317) 664,335 | -1.41%

profit or loss

b) Items that are or may be reclassified to profit or loss - = =

« Gains/(losses) on cash flow hedge - - -

« Exchange gains/(losses)(arising from translating financial assets - - -

of foreign operation)

« Income tax relating to above items - - -

« Reclassify to profit or loss - = =

Net other comprehensive income that are or may be reclassified - - -

to profit or loss

c) share of other comprehensive income of associate accounted = = =

as per equity method

Other comprehensive income for the period, net of Income Tax (47,013,652) | (46,349,317) 664,335 | -1.41%

Total comprehensive income for the period 1,134,265,785 | 1,063,961,960 | (70,303,825) | -6.20% | Changein
profit

Total comprehensive income attributable to:

Equity holders of the Bank 1134,265,785 | 1,063,961,960 (70,303,825) | -6.20%

Non-controlling interest - -

Total Comprehensive income for the period 1,134,265,785 | 1,063,961,960 | (70,303,825) | -6.20%
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Last 5 Years Performance Highlights
Statement of Financial Position

Particulars Ashad 32,2083 Ashad 32,2082 Ashad31,2081 Ashad31,2080 Ashad 31,2079
Assets
Cash and cash equivalent 1,644,969,328 2,117,894,019 2,224,033,789 5,172,436,575 4,151,806,258
Due from Nepal Rastra Bank 3,489,669,377 3,273,571,333 2,738,488,699 2,303,268,281 1,322,982,034

Placement with Bank and Financial Institutions - - - - -
Derivative financial instruments - - = o -

Other trading assets - - - - -

Loan and Advances to B/Fls 688,357,731 1,314,092,375 1,750,609,738 1,923,645,571 3,320,389,314
Loans and advances to customers 63,216,944,620 56,907,122,137 52,011,435,193 43,744,457,630 34,470,076,975
Investment in securities 17,235,625,923 15,293,576,045 13,604,205,803 9,087,158,177 6,509,153,955
Current Tax Assets - 114,086,111 56,477,550 77,2121 77,915,896

Investment in subsidiaries - - = 5 -

Investment in Associates - - - - -

Investment property 206,598,395 151,994,995 130,017,343 90,325,068 -
Property and equipment 655,698,234 715,113,563 611,067,762 620,384,821 573,825,013
Goodwill and Intangible Assets 134,988,728 136,856,902 139,469,886 130,136,360 132,376,001
Deferred tax assets 10,388,371 - - - 1,848,731
Other assets 342,703,084 328,899,067 390,612,717 269,790,523 112,850,156
Total Assets 87,625,943,791 80,353,206,546 | 73,656,418,480 63,418,815,119 50,673,224,333

Liabilities
Due to Bank and Financial Institutions 266,971,920 725,979,531 369,025,734 733,094,743 173,244,768
Due to Nepal Rastra Bank = = = 300,000,000 1,407,995,389

Derivative Financial instruments - - - - -

Deposit from customers 77,852,662,136 71,767,28,445 | 65,956,224,347 | 55,682,887,100 43,276,547,753
Borrowings - 365,678 4,610,241 18,750,000 25,000,000
Current Tax Liabilities 430,767 - - - -
Provisions - - - - -
Deferred tax liabilities = 26,957,042 41,311,498 42,733,591 =
Other liabilities 548,353,714 449,067,316 393,341,895 465,239,550 378,901,407
Debt securities issued 998,094,792 = = = =

Subordinated Liabilities - - - -

Total liabilities 79,666,513,329 72,969,498,012 | 66,764,513,714 | 57,242,704,984 45,261,689,318
Equity

Share Capital 5,021,972,730 4,875,701,680 4,733,690,951 4,283,883,213 3,781,009,014
Share Premium - - - - 55,109,605
Retained Earning 814,025,853 668,505,485 417,351,437 477,279,572 477,724,453
Reserves 2,123,431,879 1,839,501,370 1,740,862,378 1,414,947,349 1,097,691,943
Total equity attributable to equity holders 7,959,430,462 7,383,708,534 6,891,904,766 6,176,110,135 5,411,535,015

Non-controlling interests - - - - -

Total equity 7,959,430,462 7,383,708,534 6,891,904,766 6,176,110,135 5,411,535,015
Total liabilities and equity 87,625,943,791 | 80,353,206,546 | 73,656,418,480 63,418,815,119 50,673,224,333
Contingent liabilities and commitment 1,202,415,795 1,767,694,601 651,134,407 1,719,5638,331 1,689,556,488
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Statement of Profit or Loss

Particulars FY 2082-83 FY 2081-82 FY 2080-81 FY 2079-80 FY 2078-79

Interest Income 6,047,123,999 6,385,230,245 769,357,077 6,977,985,534 4,680,340,945
Interest Expense 383,482,136 3,740,871,184 4,819,108,187 4,860,705,875 3,017,286,294
Net interestincome 2,863,641,862 | 2,644,359,061 | 2,350,248,890 2,117,279,659 1,663,054,652
Fees and Commission Income 356,084,485 337,334,266 333,616,055 286,567,282 196,694,307
Fees and Commission Expense 41,344,091 35,438,220 33,910,208 31,107,016 24,455,920
Net fee and Commission income 314,740,394 301,896,047 299,705,847 255,460,266 172,238,387
Net interest fee and commission income 3,178,382,256 2,946,255,108 2,649,954,737 2,372,739,925 1,835,293,039
Net Trading Income - - - - -
Other Operating Income 28,170,766 31,500,413 7,884,284 15,699,654 39,701,693
Total operating income 3,206,553,022 2,977,755,521 2,657,839,021 2,388,339,479 1,874,994,732
Impairment chqrge/(reversal) for loans and other losses 286,607,256 950,401,153 491,038,685 303,990,871 186,320,752
Net Operating income 2,919,945,766 | 2,027,354,368 | 2,166,800,336 2,084,348,608 1,688,673,980
Operating expenses

Personnel Expense 836,453,541 714,313,811 720,597,488 585,124,340 497,270,434
Other Operating Expenses 293,026,871 278,967,893 301,128,215 281,118,650 241,936,796
Depreciation and amortisation 122,078,758 122,957,115 81,224,621 79,627,578 69,470,607
Operating Profit 1,668,386,597 911,115,550 1,063,850,012 1,138,478,040 879,996,143
Non operating income - 1,100,000 500,000 - -
Non operating expense 60,386,749 15,734,530 8,362,480 2,446,699 1,656,770
Profit before income tax 1,607,999,848 896,481,019 1,055,987,532 1,136,031,341 878,339,373
Income tax expense 497,688,570 250,853,032 370,666,083 378,003,099 229,632,100
Current tax 515,165,818 281,463,467 386,940,801 348,260,268 265,213,024
Deferred tax Expenses/(Income) (17,477,247) (30,610,435) (16,274,718) 29,742,831 (35,580,924)
Profit for the period 1,110,311,278 645,627,987 685,321,449 758,028,242 648,707,273
Profit attributable to:

Equity holders of the bank 110,311,278 645,627,987 685,321,449 758,028,242 648,707,273
Non-controlling interest = = = - =
Profit for the period 1,110,311,278 645,627,987 685,321,449 758,028,242 648,707,273
Earnings per share:

Basic earnings per share 221 13.24 14.48 17.69 17.16
Diluted earnings per Share 221 13.24 14.48 17.69 17.16
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Horizontal Analysis of Financial Statements
Statement of Financial Position

Particulars Ashad 32, Ashad32, Ashad3l, Ashad3l, Ashad31,
2083 2082 2081 2080 2079
Assets
Cash and cash equivalent 78% 95% 43% 125% 100%
Due from Nepal Rastra Bank 107% 120% 119% 174% 100%

Placement with Bank and Financial Institutions
Derivative financial instruments
Other trading assets

Loan and Advances to B/Fls 52% 75% 91% 58% 100%
Loans and advances to customers Mm% 109% 19% 127% 100%
Investment in securities 13% 12% 150% 140% 100%
Current Tax Assets 0% 202% 73% 99% 100%

Investment in subsidiaries
Investment in Associates

Investment property 136% N7% 144%

Property and equipment 92% 1N7% 98% 108% 100%
Goodwill and Intangible Assets 99% 98% 107% 98% 100%
Deferred tax assets 0% 100%
Other assets 104% 84% 145% 239% 100%
Total Assets 109% 109% 16% 125% 100%
Liabilities

Due to Bank and Financial Institutions 37% 197% 50% 423% 100%
Due to Nepal Rastra Bank 0% 21% 100%
Derivative Financial instruments

Deposit from customers 108% 109% 118% 129% 100%
Borrowings 0% 8% 25% 75% 100%
Current Tax Liabilities

Provisions

Deferred tax liabilities 0% 65% 97%

Other liabilities 122% 114% 85% 123% 100%

Debt securities issued
Subordinated Liabilities

Total liabilities 109% 109% N7% 126% 100%
Equity
Share Capital 103% 103% 110% 13% 100%
Share Premium 0% 100%
Retained Earning 122% 160% 87% 100% 100%
Reserves 115% 106% 123% 129% 100%
Total equity attributable to equity holders 108% 107% 12% 14% 100%
Non-controlling interests
Total equity 108% 107% 1n12% Nn4% 100%
Total liabilities and equity 109% 109% 116% 125% 100%
Contingent liabilities and commitment 68% 271% 38% 102% 100%
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Statement of Profit or Loss

Rarticuldrs 208FZY—83 20!'3:1!82 208':g—81 207F9Y—80 207F8Y—79
Interest Income 95% 89% 103% 149% 100%
Interest Expense 85% 78% 99% 161% 100%
Net interestincome 108% 1M13% m% 127% 100%
Fees and Commission Income 106% 101% 16% 146% 100%
Fees and Commission Expense 17% 105% 109% 127% 100%
Net fee and Commission income 104% 101% 17% 148% 100%
Net interest fee and commission income 108% Mm% 12% 129% 100%

Net Trading Income

Other Operating Income 89% 400% 51% 39% 100%
Total operating income 108% 12% m»% 127% 100%
Impairment charge/(reversal) for loans and other losses 30% 194% 162% 163% 100%
Net Operating income 144% 94% 104% 123% 100%
Operating expenses

Personnel Expense N7% 99% 123% 118% 100%
Other Operating Expenses 105% 93% 107% 116% 100%
Depreciation and amortisation 99% 151% 102% 115% 100%
Operating Profit 183% 86% 93% 129% 100%
Non operating income 0% 220%

Non operating expense 384% 188% 342% 148% 100%
Profit before income tax 179% 85% 93% 129% 100%
Income tax expense 198% 68% 98% 165% 100%
Current tax 183% 73% Mm% 131% 100%
Deferred tax Expenses/(Income) 57% 188% -55% -84% 100%
Profit for the period 172% 94% 90% M"7% 100%

Profit attributable to:
Equity holders of the bank 172% 94% 90% 7% 100%
Non-controlling interest
Profit for the period 172% 94% 90% 7% 100%

Earnings per share:

Basic earnings per share 167% 9% 82% 103% 100%
Diluted earnings per Share 167% 9% 82% 103% 100%
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Vertical Analysis of Financial Statements

Statement of Financial Position

Particulars Ashad  Ashad Ashad Ashad Ashad

32,2083 32,2082 31,2081 31,2080 31,2079

Assets

Cash and cash equivalent 1.88% 2.64% 3.02% 8.16% 8.19%

Due from Nepal Rastra Bank 3.98% 4.07% 3.72% 3.63% 2.61%

Placement with Bank and Financial Institutions

Derivative financial instruments

Other trading assets

Loan and Advances to B/Fls 0.79% 1.64% 2.38% 3.03% 6.55%

Loans and advances to customers 7214% 70.82% 70.61% | 68.98% 68.02%

Investment in securities 19.67% 19.03% 18.47% 14.33% 12.85%

Current Tax Assets 0.00% 0.14% 0.08% 0.12% 0.15%

Investment in subsidiaries

Investment in Associates

Investment property 0.24% 0.19% 0.18% 0.14% 0.00%

Property and equipment 0.75% 0.89% 0.83% 0.98% 1.13%

Goodwill and Intangible Assets 0.15% 0.17% 0.19% 0.21% 0.26%

Deferred tax assets 0.01%

Other assets 0.39% 0.41% 0.53% 0.43% 0.22%

Total Assets 100% 100% 100% 100% 100%

Liabilities

Due to Bank and Financial Institutions 0.30% 0.90% 0.50% 116% 0.34%

Due to Nepal Rastra Bank 0.00% 0.47% 2.78%

Derivative Financial instruments 0.00%

Deposit from customers 88.85% 89.31% 89.55% | 87.80% 85.40%

Borrowings 0.00% 0.01% 0.03% 0.05%

Current Tax Liabilities

Provisions

Deferred tax liabilities 0.00% 0.03% 0.06% 0.07% 0.00%

Other liabilities 0.63% 0.56% 0.53% 0.73% 0.75%

Debt securities issued 114%

Subordinated Liabilities

Total liabilities 90.92% | 90.81% 90.64% | 90.26% 89.32%

Equity

Share Capital 5.73% 6.07% 6.43% 6.75% 7.46%

Share Premium 0.11%

Retained Earning 0.93% 0.83% 0.57% 0.75% 0.94%

Reserves 2.42% 2.29% 2.36% 2.23% 2.17%

Total equity attributable to equity holders 9.08% 9.19% 9.36% 9.74% 10.68%

Non-controlling interests

Total equity 9.08% 9.19% 9.36% 9.74% 10.68%

Total liabilities and equity 100% 100% 100% 100% 100%
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Statement of Profit or Loss

Particulars FY FY
2079-80 2078-79

Interest Income 94.52% 95.45% 95.85% 95.19% 93.46%
Interest Expense 55.38% 64.16% 66.77% 61.37% 54.47%
Net interestincome 39.15% 31.29% 29.08% | 33.82% 38.98%
Fees and Commission Income 4.99% 4.44% 3.94% 4.00% 5.39%
Fees and Commission Expense 0.52% 0.45% 0.43% 0.50% 0.30%
Net fee and Commission income 4.47% 3.99% 3.51% 3.50% 5.09%
Net interest fee and commission income 43.61% | 35.28% 32.59% | 37.33% 44.07%
Net Trading Income

Other Operating Income 0.47% 0.10% 0.21% 0.81% 1.16%
Total operating income 44.08% | 35.38% 32.81% | 38.13% 45.22%
Impairment charge/(reversal) for loans and other 14.07% 6.54% 4.18% 3.79% 4.00%
losses

Net Operating income 30.01% | 28.85% 28.63% | 34.35% 41.22%
Operating expenses

Personnel Expense 10.57% 9.59% 8.04% 10.11% 12.54%
Other Operating Expenses 413% 4.01% 3.86% 4.92% 5.74%
Depreciation and amortisation 1.82% 1.08% 1.09% 1.41% 1.61%
Operating Profit 13.49% 14.16% 15.64% | 17.90% 21.34%
Non operating income 0.02% 0.01%

Non operating expense 0.23% 0% 0.03% 0.03% 0.07%
Profit before income tax 13.27% | 14.06% 15.60% | 17.86% 21.27%
Income tax expense 3.71% 4.93% 5.19% 4.67% 6.60%
Current tax 417% 5.15% 4.78% 5.39% 6.91%
Deferred tax Expenses/(Income) -0.45% -0.22% 0.41% | -0.72% -0.31%
Profit for the period 9.56% 9.12% 10.41% 13.19% 14.67%
Profit attributable to:

Equity holders of the bank 9.56% 9.12% 10.41% 13.19% 14.67%
Non-controlling interest

Profit for the period 9.56% 9.12% 10.41% 13.19% 14.67%
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Disclosure under Basel lll as on Ashad end 2083

Capital Adequacy Framework, 2015 requires making a set of disclosure on the capital adequacy & risk

management framework of the bank. Disclosure requirement based on Financial Statement as on Ashad end

2083 are as follows.
A. Capital Structure & Capital Adequacy
1. Tier 1 Capital and a breakdown of its components

Particular NPR in 000's

(A) Tier1cCapital [Core Capital (CET1+AT1)]

7,259,999

Common Equity Tier 1 (CET 1)

7,259,999

Paid up Equity Share Capital

Equity Share Premium

Proposed Bonus Equity Shares

Statutory General Reserves

Retained Earnings

Unaudited current year cumulative proﬁt/(loss)
Capital Redemption Reserve

I @ m m O 0O © Q

Capital Adjustment Reserve

Debenture Redemption Reserve

[

Dividend Equalization Reserves
Bargain Purchase Gain

Other Free Reserve

Less: Goodwill

Less: Intangible Assets

Less: Fictitious Assets

Less: Investment in equity in licensed Financial Institutions
Less: Investment in equity of institutions with financial interests
Less: Investment in equity of institutions in excess of limits
Less: Investments arising out of underwriting commitments
Less: Reciprocal crossholdings

Less: Purchase of land & building in excess of limit and unutilized
Less: Cash Flow Hedge

Less: Defined Benefits Pension Assets

Less: Unrecognized Defined Benefit Pension Liabilities

<~ X S < Cc 4w ®oxmO VWO ZzZ

Less: Negative Balances of reserve accounts
z Less: Other Deductions

5,021,973

1,483,899
814,026

10,388
16,492

33,017

Adjustments under Pillar Il

SRP 6.4a(1) | Less: Shortfall in Provision (6.4 a1)
SRP 6.4a(2) | Less: Loans and Facilities extended to related parties and restricted lending

Additional Tier1(AT1)

A Perpetual Non-Cumulative Preference Share Capital
B Perpetual Debt Instruments
C Stock Premium

(B) supplementary Capital (Tier 2)

1,846,931

Cumulative and/or Redeemable Preference Share
Subordinated Term Debt

Hybrid Capital Instruments

Stock Premium

General Loan Loss Provision

Exchange Equalization Reserve

Investment Adjustment Reserve

T O -~ o o o T Q

Accrued Interest Receivable on pass loan included in Regulatory Reserve

Interest Capitalized Reserve included in Regulatory Reserve

[

Asset Revaluation Reserve

Other Reserves (Regulatory Reserve for NBA with in 24 Months)

1,000,000

770,031
487
2,500
73,913

Total Capital Fund (Tier | and Tier I)
1.3 CAPITAL ADEQUACY RATIOS
Common Equity Tier 1 Capital to Total Risk Weighted Exposures (After Bank's adjustments of Pillar If)
Tier 1 Capital to Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1)

Tier 1 and Tier 2 Capital to Total Risk Weighted Exposures (After Bank's adjustments of Pillar Il)

9,106,931
F/Y 2082/083
10.81%
10.81%
13.56%

2. summary of the terms, conditions and main features of all capital instruments, especially in case of sub

ordinated term debts including hybrid capital instruments.

A part from fully paid up Equity Capital, the bank has also issued Debenture of NPR 1,00,000,000/- with interest

rate of 8% p.a semiannually for a period of 10 years.
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3. Summary of Bank’s internal approach to assess the adequacy of capital to support current and future
activities
The Bank has formulated Internal Capital Adequacy Assessment Process (ICAAP’) which has a sound and
comprehensive policy and process for evaluating the Bank's capital including the overall risk profile, business
projections and capital management strategies. It covers the capital management policy of the Bank, set out
the process for assessment of the adequacy of capital to meet regulatory requirements support current and
future activities and meet the Pillar I and material Pillar Il risks to which the bank is exposed to.

The Risk Management Policy of the Bank provides the comprehensive stress testing guidelines for credit,
market, liquidity and other risk faced by the Bank. Stress testing takes into account extreme but probable
scenarios to assess the bank’s resilience to adverse circumstances and resultant impact on the Bank’s risk
profile and capital position. This ensures that the bank has robust and forward looking capital planning and
risk management process. Scenario assessment such as the fall in the financial markets, a falling trend in
the assets quality, volatile liquidity condition, negative changes in macroeconomic factors etc,, are taken into
consideration while carrying out the stress testing..

B. Risk Exposures
1. Risk weighted exposures for Credit Risk, Market Risk and Operational Risk

Particulars NPR in 000's

I Risk Weighted Exposure for Credit Risk 61,602,493
li Risk Weighted Exposure for Operational Risk 3,692,535
li | Risk Weighted Exposure for Market Risk 148
Total Risk Weighted Exposures before Pillar Il adjustment 65,295,176

2. Risk weighted exposures under each 11 categories of Credit Risk:

S.N Particulars NPRin 000's

i. Claims on Government & Central Bank
ii. Claims on Other Official Entities
jii. Claims on Banks 327,204
iv. Claims on Domestic Corporate
30,976,959
V. Claims on Regulatory Retail Portfolio 10,956,367
Vi. Claims secured by Residential Properties 3,263,504
vii. | Claims secured by residential properties (Overdue) 118,128
viii. | Claims secured by Commercial Real Estate 2,107,034
iX. Past Due Claims 1,799,028
X High Risk Claims 3,396,653
Xi Real Estate Loan for Land Acquisition & development (Other than Mentioned in Capital 495,260
Adequacy Framework 2015 — point 3.3(j) (1) (k)
Xii Lending Against Shares 2,283,677
Xiii Real Estate Loan for Land Acquisition & development ( for institution /projects/ li- 2,612,570
censed and approved by Government of Nepal for land acquisition and development
purpose )
Xiv | Personal Hire purchase loan | Personal Auto Loan 271,021
Xv | Investments in equity and other capital instruments of institutions listed in stock ex- 538,506
change
Xvi | Investments in equity and other capital instruments of institutions not listed in the 264,527
stock exchange
Xvii | Staff loan secured by residential property 269,784
Xviii | Loans not exceeding Rs. 30 million to SME's that fulfill the criteria 369,203
Xix Other Assets 1,221,492
XX off Balance- Sheet Items 331,577
Total Credit Risk Weighted Exposures 61,602,493
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3. Types of eligible credit risk mitigants used and the benefits availed under CRM.

i. | Deposits with Banks

ii. | Deposits with other banks/financial institutions
iii. | Gold

iv. | Government and NRB Securities

V. | Guarantee of Government of Nepal

vi. | Securities/Guarantee of other Sovereigns
vii. | Guarantee of Domestic Banks
viii. | Guarantee of Multilateral Development Banks
ix. | Guarantee of Foreign Banks
Total Credit Risk Mitigants

S.N Particulars NPRin 000's

252,259

252,259

4. Total Risk Weighted Exposure calculation table:

S.N Particulars NPRin 000's

i Risk Weighted Exposure for Credit Risk 61,602,493
ii. Risk Weighted Exposure for Operational Risk 3,692,535
iii. Risk Weighted Exposure for Market Risk 148
iv. Adjustments under Pillar |1 :
3% of gross income for Operational Risk
Ad RWE equivalent to reciprocal of capital charge of 2% of gross income 547,798
Overall risk management policies and procedures are not satisfactory. Add 2% of RWE 1,305,904
Total Risk Weighted Exposure 67,148,878

5. Amount of Non-Performing Assets (both Gross and Net)

Particulars Gross (in 000's)

i Re-structure & Reschedule

Net (in 000's)

ii Substandard 1,320,613 992,039
iii Doubtful 626,178 317,377
iv Bad 1,318,280 8,064
Total Non Per forming Assets 3,265,071 1,317,480
6. NPA Ratios

Particulars Percent
i Gross NPA to Gross Loan & Advances 4.97%
iil Net NPA to Net Loan & Advances 2.09%
7. Movement of Non-Performing Assets (Gross) NPR (in 000's)
Particulars This Year (A) LastYear (B) Change (A-B)
i. Non-Performing Assets (In Amt) 3,265,071.07 2,559,380 705,691.07
iil Non-Performing Assets 4.97 % 4.27 % 16.39%

8. Write off of Loans and Interest Suspense

Particulars

NPRin 000's

i. Loan written off during the reporting period
ii. Interest written off during the reporting period
Total amount written off

59,161
68,568
127,729

Particulars This Year Last Year Change
i. Loan Loss Provisions 2,817,104 2,630,496 286,607
ii. Interest Suspense 495,851 500,016 -4,165
V7
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10. Details of Additional Loan Loss Provisions

S.N Particulars NPRin 000's

i Provisioning for Pass Loans 546,598
ii. Provisioning for Watchlist Loans 322,914
iii. Provisioning for Restructured/Rescheduled Loans
iv. Provisioning for Sub-standard Loans 328,574
V. Provisioning for Doubtful Loans 308,802
Vi Provisioning for Bad Loans 1,310,216
vii others if any

Total amount of additional loan loss provision 2,817,104

11. Segregation of Investment Portfolio into Held for Trading, Held to Maturity & Available for Sale.

Particulars NPRin 000's
i. Held for Trading
ii. Held to Maturity 16,412,330
iii. Available for sale 823,296
Total Investment 17,235,626
(7 9¢3lt aiffe wfdaes 9
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Additional Information about Risk Management Function
Liquidity Risk
Liquidity risk is the risk of incurring losses due to an inability to meet payment obligations in a timely manner
when they become due. Bank categorizes liquidity risk into funding liquidity risk, which occurs when payment
obligations cannot be fulfilled because of an inability to obtain new funding and market liquidity risk, which
occurs when the Bank is unable to sell or transform assets in the liquidity buffer into cash without significant
losses.
Liquidity risk management process carries the following activities:
« Identification of liquidity risk through sources of funding, nature of funding like temporary, short term or
long term and deposit mix and concentration etc.
+  Setting internal tolerance and risk appetite level.
»  Policy, procedure and guidelines for liquidity management, deposit mix management, maturity
mismatches.
< Contingency Funding Plan (CFP) to encounter a liquidity shortfall in an emergency situation.
«  Control of liquidity risk by separate unit (Treasury) and periodic reporting.

Identification of Liquidity Risk

Effective liquidity risk management strategies are set up to solve the major issues that compromises Bank
when there is the possibility of liquidity risk. Liquidity is not viewed as a short-term operational issue, but as
a central component of long-term business strategies. ALCO has been set up to identify the magnitude of
liquidity risk as per regulatory provision and Bank's approved policies. It develops criteria to identify liquidity
risk analyzing different ratios and trends of the assets and liabilities of the Bank. Following are the areas from
where liquidity risk is identified;

»  Sources of funding

»  Nature of temporary, short term and long-term funding

»  Periodic reports from treasury department and analyzing the variations

+  Liquidity gap reports and other liquidity reports

+ Internal limits & ratios

+  Deposit mix and concentration etc.

Assessment of Liquidity Risk

Accurate and timely assessment of liquidity risk is necessary for proper liquidity risk management and control.
Bank uses various tools to measure the liquidity risk. Liquidity risks are primarily measured by setting different
tolerance limits and clearly identifying liquidity related instruments such as;

«  CRR/SLR

+ CDratio

«  Lliquidity ratio

«  Analysis of core, near-core and non-core deposits

»  Deposit mix

«  Concentration of deposit individual/institutional

+  Status of structural liquidity

+  Regular stress testing etc.

Management of Liquidity Risk

An effective liquidity risk management includes systems to identify measure, monitor and control its liquidity

exposures. Management identifies and quantifies the primary sources of Bank's liquidity risk in a timely manner.

Management is alert for new sources of liquidity risk at both the transaction and portfolio levels. Key elements

of an effective risk management process include an efficient MIS, systems to measure, monitor and control

existing as well as future liquidity risks and reporting them to senior management as prescribed. Liquidity risk

measurement and monitoring system not only helps in managing liquidity in times of crisis but also optimize

return through efficient utilization of available funds. Liquidity policy is one of the supportive tools in liquidity risk

management process which includes;

+  Liquidity risk governance, liquidity risk and liquidity risk tolerance.

+  Measuring liquidity risk through stress testing.

+  Management of liquidity risk through liquidity buffer and funding strategy.

+  Liquidity risk management tools for identifying, measuring, monitoring and controlling liquidity risk
(including the types of liquidity limits and ratios in place and rationale for establishing limits and ratios).

»  Contingency plan for handling liquidity crises.

«  Liquidity risk management structure for monitoring, reporting and reviewing liquidity.

i
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Reporting of Liquidity Risk

Treasury Management Department in coordination with Finance Department monitors the liquidity risk as per
approved format and report to ALCO on regular basis. Chief Risk Officer (CRO) reports directly to the RMC
regularly at maximum interval of quarterly basis and RMC to BOD.

Reporting clearly compares current exposures to internal limits. BOD on regular basis reviews these reports.
Report is prepared containing following points at a minimum level.

+  Reports demonstrating bank’s compliance with policies and limits

+ A negative trend or significantly increased risk in the risk appetite and limits

+  Concentrations in either of the assets or liabilities

*  Result & possible impact of stress testing

+  Recommendations for the management of liquidity risk wherever deemed necessary.

Market Risk

Market risk is the risk of loss resulting from changes in the value of assets and liabilities due to fluctuations
in risk factors such as interest rates, foreign exchange rates, stock prices, commodity price and the risk of
loss resulting from changes in earnings generated from assets and liabilities. Market risk causes change on
and off-balance sheet positions arising from movements in market prices. Even a small change in market
variables causes substantial changes in income and economic value of the Bank.

Identification of Market Risk

Treasury Management Department is responsible for tracking and identifying market risks in accordance with

regulatory requirements and Bank’s approved policies. Criteria are developed for identifying market risk based

on regulatory requirements and Bank’s internal policies and procedures. Market risk is identified from:

+  Mismatches in interest rate sensitive assets and liabilities

- Deviation on treasury activities subject to market risk with regulatory guidelines and Bank’s internal
policies and guidelines.

«  Equity price risk identified through periodic mark-to-market analysis.

Assessment of Market Risk
Assessment of market risk is done through assessment of interest rate sensitive assets and liabilities,
comparison with the internal limits as prescribed, mark to market of investment, stress testing etc.

e Assessment of Interest Sensitive Assets & Liabilities
Bank assess its interest sensitive assets and liabilities only from its total asset and liabilities for certain
time intervals in order to focus on the impact of the earnings due to the changes in the interest rate.
Assessment of such assets and liabilities are done through the prescribed format of the approved policy.

e Gap Analysis
Following the assessment of interest-sensitive items, Bank calculates the gaps, positive or negative,
between interest-sensitive assets and liabilities for each time interval. These gaps are then cumulatively
analyzed and subjected to assumed interest rate changes to evaluate their impact on earnings in
approved format.

*  Regular Stress Testing
Treasury Management Department prepares the reports related to market risk, review treasury activities
according to the nature of the transactions, monitor changes in equity prices and communicating to
management/ALCO for required actions and also review tolerance limits, early warning indicators and
triggers for breaches of internal or regulatory thresholds.

Management of Market Risk

Interest rate risk arising from mismatches between funding and lending is maintained at a modest level,

consistent with the earnings expectations of the liquidity portfolio of Bank. Treasury Management Department

supports this process through regular review of market movements, monitoring of movement of interest rate,

equity price fluctuations and ensuring adherence to investment and liquidity policies as follows;

»  Monitoring the structure and composition of assets and liabilities

+ Identifying balance sheet management issues such as gaps and interest rate profiles contributing to
underperformance.

«  Developing maturity profiles and determining the appropriate mix of incremental assets and liabilities.

«  Determining/Reviewing Bank’s pricing strategies.

+  Reviewing and documenting the Bank’s funding policy.

»  Evaluating market risks associated with new product launches.

»  Evaluating reports on liquidity risk, market risk, capital management and investment strategies.
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Reporting of Market Risk

Treasury Management Department, in coordination with the Finance Department, monitors market risk and
report to ALCO on regular basis. Risk Management Department through CRO reports to Risk Management
Committee (RMC), which in turn reports to Board of Directors. The report shows comparison of current
exposures with policy limits, risk estimates with actual outcomes to identify weaknesses in measurement
techniques. Report includes at minimum:

+  Summary of the Bank’s aggregate market risk exposure

+  Statement demonstrating compliance with market risk policies and limits

»  Result and possible impact of stress testing

+  Review of market risk policies, procedures and measurement systems wherever required

Credit Risk Management Committee

Credit Risk Management Committee (CRMC) of the Bank is headed by CEO with Chief Credit Officer as the
functional head and Credit Risk Head as a Member Secretary. The committee implements policies and
procedures relating to group exposure, credit concentration, sector wise flow of credit, period wise assets mix,
deprived sector lending, productive sector lending, single obligor limit etc. CRMC regularly meets on quarterly
or need basis for the discussion on:

«  Implementation of credit risk policy/strategy approved by the Board.

+  Monitoring of credit risk on a wide basis and ensuring compliance.

«  Incorporation of regulatory compliance in Bank’s policies and policy in regard to credit risk.

«  Ensuring compliance with the risk parameters [ prudential limits.

+  Monitoring of quality of loan portfolio, identify problems and correcting deficiencies.

»  Monitoring of risk concentrations

Identification of Credit Risk

Credit Risk is defined as the possibility of losses associated with the diminution in the credit quality of borrowers
or counterparties from outright default or from reduction in portfolio value. The main sources of credit risk are:
*  Loan defaults

. Poor credit assessment

< Over-concentration in specific sectors/geography/product/borrower

+  Collateral value fluctuations etc.

For identification of Credit Risk Bank undergoes following areas;

«  Setof clear credit policy, credit products guidelines (CPG), procedures and manuals
«  Proper KYC process in practices

+  Segregation of duties among credit functions to act independently;

. Business solicitation/assessment,

+  Creditreview

«  Credit approval

+  Credit disbursement

. Credit review and administration

Assessment of Credit Risk

Borrower’s creditworthiness is evaluated based on financial and business risks, with a risk rating assigned
accordingly. Bank uses internal credit risk assessment models and score cards for assessing credit risk under
different exposure segments. Bank’s credit risk assessment includes the use of quantitative risk methodologies
and models as well as qualitative assessments based on expert/market judgment.

Credit Risk Management Department (CRMD) is responsible for assessing counterparty credit risk in the Bank’s
lending process. The assessment considers factors such as:

. Borrower profile, industry and macroeconomic conditions

. Purpose of credit and repayment source

. Past repayment behavior, if any

. Borrower’s capacity, integrity, reputation, collateral coverage and legal enforceability

. Terms and conditions of the loan

. Overall impact on the Bank’s exposure and portfolio

. Borrowers risk ratings

. Regular stress testing etc.

Management of Credit Risk

Bank’s credit risk management aims at preserving the high credit quality in the Bank’s portfolio and thereby
protecting the Bank’s short and long-term viability. Credit Risk Management Department is responsible for
reviewing and revision of various policies, product papers, manuals and prescribed formats related to credit,
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lending process, lending portfolio analysis, industry analysis and other threshold analysis including regular

monitoring of existing credit accounts. To reduce potential credit losses, Bank uses comprehensive and

enforceable credit documentation, sufficient and marketable collateral and security arrangements and risk

transfer mechanisms (guarantees or third-party protections). Bank’s credit risk management builds on the

principles of:

«  Adoption of a robust credit appraisal process, incorporating cash-flow analysis, borrower due diligence
and adequate financial analysis

»  Risk based pricing

+  Mandatory credit rating for large loan exposures

«  Analysis of credit concentration; sectoral, geographical, product wise and/or borrower wise

+  Regular monitoring of loan portfolio product and sector wise

*  Monitoring and analysis of early warning signals

+  Loan classification and provisioning practices aligned with regulator’s prudential norms

»  Periodic collateral valuation by independent valuers for assurance of the collateral value

+  Remedial action with strong recovery function

«  Management of non-performing assets (NPA) etc.

Reporting of Credit Risk

Continuous monitoring ensures borrowers remain financially sound and compliant. Bank has accurate, reliable
and valid management information system in place to ensure that exposures approaching risk limits are
brought to the attention of senior management. All exposures are included in a risk limit measurement system.
The information system is able to aggregate credit exposures to individual borrowers and counter parties
and report on exceptions to credit risk limits on a daily/weekly basis as prescribed. Credit Risk Management
Department in coordination with other credit function monitors and prepares the report and report to CRMC
on regular basis. Risk Management Department through CRO reports to Risk Management Committee (RMC),
which in turn reports to Board of Directors. It helps identify issues early, strengthen controls and maintain a
healthy credit portfolio key activity of monitoring & reporting include:

»  Regular loan reviews based on portfolio structure; sector wise and product wise

»  Monitoring the concentration limits; district wise, branch wise, borrower wise etc.

+  Composition of on balance sheet and off-balance sheet exposures

*  Monitoring of priority sector lending

+ Identification and classifications of problem loans branch wise and product wise

»  Result and possible impact of stress testing etc.

Operational Risk Management Committee

Operational Risk Management Committee (ORMC) of the Bank is headed by CEO with Chief Operating Officer

as the functional head and Operation Risk Head as the Member Secretary. ORMC regularly meets to review

the operational risks associated with banking process, employees, system and external situations etc. Role of

ORMC is to:

«  Assure that adequate resources are being assigned to mitigate risks as needed

+  Communicate with business units and staff about the importance of operational risk and assure adequate
participation and cooperation

+ Review and approve development and implementation of operational risk methodologies and tools
including assessments, management, reporting and loss event databases

«  Receive and review reports/presentations from various business groups, support departments (IT, HR,
Operation, AML, Security etc.) and business units, processing cells about their risk profiles and mitigation
programs

. Discuss and recommend suitable controls/mitigations for managing operational risk

. Analyze frauds, potential losses, non-compliance, breaches etc. and recommend corrective measures to
prevent recurrences

«  Discuss any issues arising / directions in any one business unit/product which may impact the risks of
other business/products

«  Continually promote risk awareness across all business units so that coordination across the departments
is always on the priority

+  Monitor and ensure that appropriate ORMC frameworks are in place etc.

Identification of Operational Risk

Operational Risk refers to losses or reputational damages resulting from inadequate or failed internal processes,
people misconduct/practices or workplace safety, business disruptions as a result of systems breakdowns
or and/or from external events. Bank also considers legal risks as part of operational risk. Key operation risk
event categories include internal/external fraud, omissions in the work of employees, inadequate internal
procedures and processes, inadequate management of information and other systems, and unforeseeable
external events.
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Operational risk is inherent in all banking products, activities, processes and systems, and the effective
management of operational risk has always been a fundamental element of the Bank's risk management
program.

Risk identification is important process for the subsequent development of an effective operational risk
monitoring and control environment. Bank adopts the following steps to identify operational risks:

«  Listing major activities and business areas that are vulnerable to operational risk

«  List down operational risks associated with identified products / processes

+ Identification of risk by experience, judgment, intuition, linked events and regulatory requirements

+  Whistle blowing mechanism used as an instrument to identity risks

Assessment of Operational Risk

Measurement of Operational Risk in the banking system is a difficult task and it cannot be measured absolutely

in number like in credit risk and market risk. During the measurement of operational risks Bank:

+  Considers internal factors like organizational structure, complexity of processes, staff competency,
turnover and internal changes

+ Considers external factors like fluctuating economic conditions, industry trends, or technological
advancements

« Understands clear distinction between controllable and uncontrollable operational risk events and link
with operational activities

+  Carries out Business Impact Analysis (BIA) with its Recovery Time Objective (RTO) under the proposed
Business Continuity and Disaster Recovery Plan

«  Reviews KRls to identify operational risk areas. Key Risk Indicator (KRI) is the quantitative approach used for
assessment of operational risk. Standard KRI templates are used for recording the indicators of operation
risk on the areas of; customer service, AML/CFT compliance, cash transactions, remittance service, locker
service, system security, human resource, others (fraud, digital services, audit issues) etc.

Management of Operational Risk

Operational risk is managed and controlled by well-defined policies, internal audit, secured information
technology (IT), disaster recovery plan (DRP), business continuity plan (BCP) and human resource (HR)
management.

Process Risk

Process risk stems from ineffective, outdated, or poorly defined internal procedures and workflows. Bank

considers the following factors while managing the process risk;

«  Clear policy, procedures, manuals, process note etc.

+  Review and revision of policies, procedures, manuals, process notes at least annually or as and when
deemed necessary.

+  Establishment of clear communication channels inside the Bank to disseminate the information.

+  Review of its products & services, business practices on a regular basis and initiate for appropriate
mitigating measures.

+  The policies, procedures, manuals, circulars are kept in intranet of the Bank that ensure direct access to
the employees.

People Risk:

This risk arises from human factors, including employee errors, lack of skills, negligence, fraud or unethical

behavior. Bank considers the following factors while managing the people risks;

< Implementation of a complete screening process (KYE-Know Your Employee) while recruiting the staffs.

«  Police report & medical report of the staffs are made mandatory.

«  Self-declaration from the employee as prescribed by Employee Bylaws.

+  Deputation of staffs is based on the capacity and skill of the staffs etc.

«  Orientation and basic banking induction training programs are given to new recruits (trainee assistant
and management trainee) to familiarize with the new environment and to build up confidence to work.

«  Rotation of the staffs in at least two years in order to reduce the dependency of the staffs & to mitigate the
potential threats from the staffs working in the same unit.

»  Proper succession planning.

+  Job description to each employee is provided.

+  Performance based appraisal and reward system.

. Self-declaration for assets and liabilities of staffs (officer level and above) on annual basis.

«  Focus on training & development for the up gradation of the skills and knowledge of the employee.

«  Focus on providing safety & hygiene work environment.

«  Staff turnover of the bank is critically examined. Report incorporating the details of employee turnover
(level, reason for turnover, finding of exit interview etc.) are prepared and analyzed.

«  Encourage ‘whistle blowing' activities by keeping 'highly confidential’ of whistleblower etc.
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System Risk

Bank continues to strengthen its technology systems with a strong focus on security, reliability and operational
excellence. Bank adopts a multi-layered defense strategy and maintains advanced infrastructure to ensure
uninterrupted banking services and high-level protection of customer information. To safeguard our digital
environment, Bank operates a three-layer data center architecture (DC-NDC-DR), ensuring redundancy,
business continuity and resilience against system failures or disasters. Regular disaster recovery drills are
conducted to verify readiness and enhance response capabilities.

System-related risks are managed through information system (IS) audits, system access controls,
information security policies, disaster recovery and business continuity systems, staff awareness programs,
device restrictions, password controls, and strong authentication mechanisms.

Our applications and systems are protected through multiple layers of security equipment, including Next-
Generation Firewalls and behavior-based defense technologies. These mechanisms help secure our platforms
from attacks, unauthorized access, and emerging cyber threats. Management of system risk are done;

Data Center & Infrastructure

+ Bank has three-layer of data center architecture; DC — NDC - DR for high availability and business
continuity.

. Regular disaster recovery (DR) drills are conducted to ensure readiness.

. Redundant infrastructure; multiple servers, storage, power backups, and network devices.

+  High-performance network switches for fast and reliable communication.

«  All servers, systems, and network equipment are licensed, updated, and high quality.

Network & Application Security

< Multi-layer security is in place; edge firewall, core firewall, and web application firewall (WAF).

+  Endpoint detection and response (EDR) for real-time detection of suspicious activities is installed.
»  Use of APIs for secure and controlled communication between applications.

«  Implementation of multi-factor authentication (MFA) in applicable systems.

Policies, Procedures & Governance

+  Board-approved cybersecurity policies and access control procedures are in execution.

«  Strict change management for all system, application, and user-access modifications is in existence.

«  Mandatory non-disclosure agreement (NDA) and service level agreement (SLA) with all third-party
vendors.

«  Annual information security (IS) audit conducted and compliance ensured with NRB guidelines.

Monitoring & Risk Management

«  Security information and event management (SIEM) system is installed for log monitoring, threat detection,
and real-time alerting.

«  Regular risk assessments of systems, applications, and infrastructure.

+  Vulnerability assessment & penetration testing (VAPT) is done before system go-live and when required.

+  Continuous system updates, security patches, and performance improvements.

«  Dedicated information security (IS) unit headed by information security officer (1ISO) is regularly monitoring
for the risk management.

Awareness & Customer Protection

+  Publishing security awareness content on website, mobile banking, ATM and social media.
«  Regulated transaction limits across digital channels (mobile banking, e-banking, ATM etc.).
»  Safe banking guidelines communicated to customers.

External Event

Bank is exposed to operational risks arising from external events such as changes in government/regulatory

policies, aggressive competitor strategies, information theft, cyber-attacks, robbery and customer fraud. Bank

mitigates such risks by ensuring asset safety, monitoring external environments, engaging security services

and maintaining robust business continuity plan (BCP) and disaster recovery plan (DRP). Following activities

have been taken into consideration for managing risk resulting from external environment.

«  Adoption of appropriate risk policies to ensure safety of its properties/assets arising from external events.

«  Monitoring the economy of the country, policies of the government/regulators.

«  Well defined business continuity plan (BCP and disaster recovery plan (DRP) to deal with threats like:
pandemic, fire, power failure, network failure, civil unrest, protest etc.

«  Formation of incident response team (IRT) for managing the external risk.
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Reporting of Operational Risk

Risk Management Department in coordination with other departments; operation, human resource,
information security, information technology, digital transformation, general service department monitors and
prepares the report and report to ORMC on regular basis. Risk Management Department through CRO reports
to Risk Management Committee (RMC), which in turn reports to Board of Directors. It helps identify issues early,
strengthen controls and maintain a healthy and proactive management of operational risk and reporting
include:

. Assessment based on the key risk indicator (KRI) determined

«  Monitor risk exposure across all operational areas

»  Assess whether mitigation actions are adequate and effective

. Ensure sufficient controls and systems are in place
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