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JOURNEY/ 9

Shine Development Bank Limited was established
in Butwal, Rupandehi, the economic and industrial
center of western Nepal, on Falgun 11, 2065 BS
as a ‘Three-District’ development bank. After
merging with Resunga Bikas Bank Limited from
Gulmi on Chaitra 4, 2069 BS, the development
bank was renamed Shine Resunga Development
Bank Limited and received approval from NRB
to operate and expand its services across ten
districts. The development bank was further
merged with Gaumukhee Bikas Bank Limited
from Pyuthan district on Jestha 29, 2073 BS. With
the acquisition of Bhaargav Bikas Bank Limited
and Purnima Bikas Bank Limited on Ashwin 27,
2076 BS, the development bank was upgraded to
a national-level development bank on Mangsir
10, 2076 BS, with its Central Office in Butwal,
Rupandehi. The bank prioritizes easy financial
access for both urban and rural customers, fully
complying with all directives issued by Nepal
Rastra Bank and other prevailing laws and
regulations.
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MISSION | 1e

Delivering unique and innovative, inclusive and
excellent service to the customers, creating
values to the investors, offering high performance
cultureand employee wellbeing, and contributing
for sustainable economic development.
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VISION | gficapru

To be a ‘Development Bank of Choice’ by
practicing value-based banking and fulfilling
the expectations of wider communities through
innovative banking products and services.
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CORPORATE VALUES
JHA ATdle®

1. Professional Ethics

We aim to achieve our objectives by maintaining
high standard of professional ethics and commit
to maintain integrity all the times including while
dealing with the customers, complying with
the Acts, Rules, Regulations and Directives and
discharging our responsibilities. Furthermore,
we aim to in-build self-regulation as a culture in
every team member.

I AT HATTb BT T, NEFEEATS
E"'fﬂ Heacd Fd’g Y4 H1d b H‘-’Si"a cb[YH Tﬁ
F‘Tq_q ¥ '~;|'°||('|C| Cbl"l"iE')(‘\Cbl CI'UT PN GIRRIES

@WW?&W

2. Teamwork

Teamwork produces superior results. Therefore,
our core values are to build up the team and
exert the effort collectively to accomplish the set
goals.
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3. Customer Satisfaction

Our focus shall be on satisfying the customers
and growing sustainable relationship with them
rather than concentrating in short-term benefits.
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4. Corporate Social Responsibility
SIS

The Development Bank, being an integral part
of the society, undertakes its responsibilities to
contribute towards broader social goals.
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5. Improvement and Innovation

PR T q9adT

Continuous improvements on the plans,
processes, actions & skills of the employees
enables the development Bank to have
competitive advantage and coping with the
external environment better. Likewise, innovation
in our products and services will help us reap the
benefits of first-mover advantage.

FHANGEH] FE, @7 T qATAG AR
HWH%@HT?H‘%TWF{WW
WWWETTFF{HWW
T |

Overall Strategic Objectives

W TAIGE ILYAE® :
To expand inclusive financial access through
digital banking solutions across urban and
rural areas.
el T yH deewr fefaw dfre daww
ATha FHETEET fai wge faedr T |

® Todrive sustainable growth and innovation by
continuously improving products, processes,
and technologies aligned with value-based

banking.
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® To enhance customer experience and loyalty
by delivering superior, value-based, and
relationship-focused services.
SEE, HA-AE, T qHE-Fgd Faes
AT e AT dtg T

® To build a high-performance, ethical, and
collaborative culture that promotes integrity,
teamwork, and employee wellbeing.
FA T FHATIATS
qAET T g Fr e, A T HEE
TERIAHT AT T |

® To contribute to sustainable economic
and social development by supporting
entrepreneurship, financial literacy, and CSR
initiatives.
Sggeferar,  fa<ira @rewrar, ¥ QrEieTew
JARETIcEAd] HTeaHare faar sids T QAT
faepTa AT ARTET =TS |

OUR SLOGAN T4l T
“Shine for your Shining Life".
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ENIR IR LTI

<HT IS (Paid-up Capital) :

4,733.69 4,875.70
4,283.88
3,408.46 3,78]01 |
2077-78 2078-79 2079-80 2080-81 2081-82

SIS T HNEE (Reserve & Surplus):

2,508.01
189223 2,158.21
1,630.53
1,444.87 ‘ ‘
2077-78 2078-79 2079-80 2080-81 2081-82
o .
ARG BN (shareholder's Fund):
7,383.71
6,176.11 6,891.90
5,411.51
4,853.34 ‘ ‘
2077-78 2078-79 2079-80 2080-81 2081-82
LGl ﬂﬂlﬂl (Total Assets) :
80,353.21
73,656.42
63,418.75
50,673.22
42,230.04 |
2077-78 2078-79 2079-80 2080-81 2081-82

T g (Deposit Mobilization) :

72,493.10
66,325.25
56,415.98
43,449.79
35,766.29 ‘
2077-78 2078-79 2079-80 2080-81 2081-82
Eﬁlf qYT QU< (Loan & Advances) :
59,880.61
54,422.96
45,964.55
38,037.19
31,83|.46
2077-78 2078-79 2079-80 2080-81 2081-82
TS AT (Interest Income):
7,169.35
6,977.99 6,385.23
4,680.34
3,208.85
2077-78 2078-79 2079-80 2080-81 2080-81
TST G (Interest Expenses):
4,860.71 4,819.11
3,740.87
3,017.29
1,870.42 ' ‘
2077-78 2078-79 2079-80 2080-81 2081-82

qualt a1ffe ufdae
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gq il AR (Net Interest Income) :

2,350.24 2,644.36
2,117.28
1,663.05
1,338.43 ‘
2077-78 2078-79 2079-80 2080-81 2081-82

FHIAY Eif (Personnel Expenses):

720.60 71431
585.12
497.27
430.47 | '
2077-78 207879 2079-80 2080-81 2081-82

I AT @9 (other Operating Expenses):

437.63
416.26
391.85
335.86
262.70 ‘
2077-78 2078-79 2079-80 2080-81 2081-82
gq HATHT (Net Profit) :
685:32 645.63
758.03
648.71
503.72 ‘ ‘ |
2077-78 2078-79 2079-80 2080-81 2081-82

gia TR AT (Earning Per Share) :

17.69
17.16
14.77
448
13.24
2077-78 2078-79 2079-80 2080-81 2081-82
?‘quq F (Non Performing Loan):
4.27%
3.43%
1.81%
1.27% 1.14%
2077-78 2078-79 2079-80 2080-81 2081-82

gfa ) SRHA (Market Price Per Share) :

431.97

384.00 405.00

2077-78 2078-79 2079-80 2080-81 2081-82

Hq AT HTAIA (Price Earning Ratio) :

30.59

2077-78 2078-79 2079-80 2080-81 2081-82
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Recognition and Awards

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
Development Bank (Mid-Size)
Shine Resunga
Development Bank Development Bank

Winner 4 Winner

TOmE

Best Performance on
Profitability | Nepal
Development Bank

Best Performance on
Risk Management | Nepal
Development Bank
Shine Resu : Shine Resunga
Development < Development Bank

Winnerl, Winner

ol

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
. Best Performance on Growth, Nepal

Best Bank|Nepal

Shine Resunga
Development
Bank Ltd

Runner-Up

—

Best Performance on N Best Performance on
Profitability | Nepal Growth | Nepal

Shine Resunga Shine Resunga

Development Bank Ltd AN\ Development Bank Ltd

Winner

TS
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1st ICC Emerging Asia Banking Conclave & Awards

On July 8, 2023 in Goa Indig, 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

Certificate of Merit

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 2080/81.

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 & disclosures for the fiscal year 2078/79.

= THE INSTIT OF CHARTERED ACCOUNTANTS OF NEPAL

Established r the Nepal Chartered Accountants Act, 1997)

National Best Presented Annual Report Award 2024

National Best Presented Annual Report
Award 2023

Presented to

Shine Resunga Development Bank Limited

Presented to

Shine Resunga Development Bank Limited

Certificate of Merit Certificate of Merit

Category: Financial Services Sector

Category: Financial Services Sector

Kothmandu, Nepal | 18 July, 2025
5ty ¥

Executive Director President
Kothmand, Nepol Bimal Dangol CA. Prabin Kumar Jha
20 by, 3024
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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 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 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

SHINE RESUNGA DEVELOPMENT BANK LTD.

16th Annual General Meeting
The 16th Annual General Meeting (AGM) of Shine Resunga Development Bank Limited was successfully held on
January 3, 2025.
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17th Anniversary Celebration
Shine Resunga National 10K Run
The Shine Resunga National 10K Run — the highest-prized 10K run event in the country (total prize of 5 Lakhs)
was successfully held on Falgun 11, 2081. A total of 1,539 runners participated in the event across the 10K Open, 5K
Local, and 5K Veteran Local categories. Mingmar Singi Tamang (Male Category) and Santoshi Shrestha (Female
Category) emerged as champions in the 10K Open category, each winning a cash prize of 1Lakh.

onetakhonY,

Shine Economic Journalism Award

The Shine Economic Journalism Award of the Year was presented to Journalist Damodar Khanal on Falgun 11, 2081.
He is the Province Head of Avenues Television and Editor of Business Khabar Newspaper. Mr. Khanal was felicitated
with NPR 50,111 along with the award. The selection committee, formed under the coordinatorship of Professor of
Economics Dr. Baburam Gyawali, also included representatives from Shine Resunga Development Bank and the
Federation of Nepali Journalists.
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Best Branch Award

The Best Branch Award was categorized based on total business size, with Category A (up to 50 crores) representing
7.24% of total business, Category B (50-100 crores) 18.87%, Category C (100-250 crores) 30.26%, Category D (250
500 crores) 15.71%, and Category E (above 500 crores) 27.92%. The branches with the lowest risk scores in each
category were recognized as winners: Kartarniya Branch (1.49) in Category A, Suryapura Branch (1.37) in Category
B, Khaireni and Bijuwar Branches (2.03) jointly in Category C, and Yogikuti Branch (2.73) in Category D.
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Shine Inter-Staff Futsal Tournament

The Shine Inter-Staff Futsal Tournament was organized to promote staff refreshment, teamwork, and a healthy
work-life balance. The event featured both male and female teams, bringing together participants from all
regions of the bank. Through this friendly competition, Shine Resunga Development Bank fostered camaraderie,
sportsmanship, and stronger interpersonal connections among employees across different branches and
departments.
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Digital Banking and Innovation

Shine Resunga Development Bank remains steadfast in its commitment to progress, continuously evolving with
the dynamic financial landscape and harnessing technology to drive innovation. The Bank has built a digital
ecosystem designed to enhance customer experience through seamless and secure online services. This digital-
first approach not only improves operational efficiency but also ensures that customers remain connected with
the Bank at all times.

By offering optimized omnichannel experiences across a diverse range of touchpoints, including ATMs, POS
terminals, QR payments, debit and credit cards (both physical and virtual), Mobile and Internet Banking, and
Smart QR Teller services, the Bank provides accessibility and convenience. Through an ever-expanding suite of
products and services, Shine Resunga Development Bank is dedicated to making every customer interaction
unique, personalized, and seamless.

¥

@ SHINE RESUNGA
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Journey of Digital Transformation

In recent years, Shine Resunga Development Bank has made significant strides in its digital transformation journey.
The Bank has invested in modernizing its core banking infrastructure, upgrading system security, and integrating
new technologies to provide faster and more reliable digital services. Embracing automation, digitized workflows,
and data-driven insights has strengthened operational efficiency and laid a solid foundation for sustainable
digital growth.

Seamless and Connected Customer Experience

With a customer-centric approach, the Bank continues to deliver optimized omnichannel experiences across
multiple digital touchpoints, including ATMs, POS terminals, QR payments, debit and credit cards (both physical
and virtual), Mobile and Internet Banking, and Smart QR Teller services. Each platform is designed to provide
customers with convenience, security, and accessibility anytime and anywhere. Through consistent upgrades
and innovation, the Bank ensures that every interaction is simple, personalized, and meaningful.

Experience Easy, Secure,
& Smart Banking with
the DigiShine

@ View account details

% Transfer funds instantly
A&, Pay your bills with ease
4 Scan & pay via QR

@ Book tickets online
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Expanding Online and Digital Service Facilities

To strengthen customer convenience and accessibility, Shine Resunga Development Bank has introduced a

comprehensive range of online and self-service facilities that empower customers to perform key banking
activities from anywhere, at any time.
These include:

Online Account Opening Facility for new customers.

Online DEMAT and MeroShare Registration along with CRN linking services.

Real-Time Fixed Deposit Opening through digital channels.

Online Service Requests for Mobile Banking activation, Debit/Credit Card issuance, Internet Banking, and QR
registration.

Real-Time Remittance Collection, allowing customers to instantly receive funds from abroad.

Avoid Line, Go Online
with {@ DiGISHINe

Mobile Internet CRN QR Card
Banking Banking Request Request Request

28,

Online Bill Online Fixed Dispute
Demat Payment Account Deposit Claim
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Through these initiatives, customers are empowered to access essential financial services digitally, minimizing

the need for in-person visits and ensuring faster, more convenient, and paperless banking experiences. The Bank's

focus on process automation and real-time service delivery continues to redefine how customers interact with

the Bank.
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Expanding the Digital Payment Ecosystem

As a key player in Nepal's growing digital payment landscape, Shine Resunga Development Bank has actively
promoted cashless transactions through its participation in national payment infrastructures.

The Bank has expanded its QR payment services to a growing number of merchants and customers, encouraging
digital adoption across both urban and rural markets. Furthermore, the Bank has integrated cross-border payment
acceptance through UPI (Unified Payments Interface), enabling seamless and instant payments from India to
Nepal. This initiative strengthens regional connectivity, enhances convenience for travelers and businesses, and
contributes to Nepal’s evolving digital payment ecosystem.

The use of contactless and real-time payment solutions has significantly increased, contributing to greater
efficiency, transparency, and financial inclusion in the economy.

EFFORTLESS
PAYMENTS
ACROSS
BORDERS

Enjoy instant, hassle-free payments
from PhonePe directly into your
Shine Resunga account using
Fonepay QR

SHINE RESUMGA

Strengthening Security and Reliability

The trust of customers remains the cornerstone of the Bank’s digital strategy. To ensure safety and reliability, the
Bank employs advanced security measures such as two-factor authentication, encrypted data transmission, and
continuous system monitoring. Regular audits, risk assessments, and cybersecurity awareness campaigns are
conducted to safeguard customer information and enhance confidence in digital banking channels.

Promoting Financial Inclusion through Technology

Digital banking has become a powerful enabler of financial inclusion, especially in rural and underserved areas.
The Bank’s initiatives, such as digital onboarding, simplified mobile banking registration, and financial literacy
programs, have empowered thousands of customers to access banking services for the first time. By leveraging
mobile connectivity and localized digital tools, the Bank continues to bring essential financial services closer to
every community it serves.
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Grievance Management and Cybersecurity

With the growing adoption of digital channels, the volume of customer interactions and transactions through
online platforms has significantly increased. Consequently, the Bank occasionally encounters customer
grievances related to issues such as delayed fund transfers, failed transactions, duplicate debits, login difficulties,
or temporary service interruptions.

In addition, common fraud attempts observed across the industry include phishing messages, fake calls, social
engineering scams, and misuse of card or QR credentials. Recognizing these emerging threats, Shine Resunga
Development Bank has adopted a proactive and customer-focused grievance management approach.

The Bank has established a dedicated Digital Banking Support Desk to promptly resolve customer complaints and
coordinate with payment network partners for real-time dispute handling. Each grievance is tracked, analyzed,
and used as feedback to strengthen system resilience and service efficiency.

To safeguard customers, the Bank continually enhances its fraud monitoring systems, enforces multi-layer
authentication, and conducts cybersecurity awareness campaigns through SMS, social media, and branch-level
education. Regular security audits, timely patch updates, and strict compliance with regulatory guidelines ensure
that both customers and the Bank remain protected from potential digital threats.

Through these preventive and responsive measures, Shine Resunga Development Bank continues to uphold
customer trust, ensuring that its growing digital ecosystem remains safe, reliable, and customer-friendly.
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Bank’s digital channels continue to exhibit strong growth and customer adoption. Mobile Banking has become a
primary platform for many users, complemented by widespread usage of Bank-issued cards. The digital payments
ecosystem is expanding steadily supported by a broad base of QR-enabled merchants. Most transactions are
now conducted through online channels reflecting customers’ increasing preference and experience for digital
services. Throughout this growth Bank has maintained exceptionally high system availability ensuring consistent
and reliable access to its digital offerings.

DIGITAL

BANKING
IN NUMBERS

92.87%

of Total Number;

VAR YA
of Total Amount

51.2% .2=. 999
(362,287) Consistent +

- Availability of
Mobile Banking Digital Services
Users

13.45% 72,134

(95,156)
S QR Merchants
Cards Enrolled:

@ Unable to Login
@ Forgot Password/PIN
@ Need Help?

[@ Block Mobile Banking

8 customer care

19 9857020404/9802529404
1 support@srdb.com.np.

Through continuous innovation and an unwavering focus on customer empowerment, Shine Resunga Development
Bank is redefining the way people experience banking. By combining technology, security, and service excellence,
the Bank is not just adapting to digital transformation, it is leading it, ensuring that every customer can experience
the future of banking today.
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Corporate Social Responsibility

Education

Bank has remained committed to empowering communities through its CSR initiatives in education. In the fiscal
year, the bank supported various schools and learning institutions across provinces. Key contributions included
the donation of a computer set to Shree Thanapati Lower Secondary School, Gulmi, financial assistance to Miteri
International Simali Montessori School, Rupandehi for sports equipment, and continuation of the scholarship
program for poor and differently-abled students at Shree Rudrapur Secondary School, Rupandehi. The bank also
extended scholarships to students in Kalikot district, Karnali Province, and participated in educational advocacy
by supporting the declaration of a child marriage prohibited ward in Bardiya. Furthermore, the bank engaged
in knowledge-sharing platforms, such as the National Conference at Mahakavi Devkota Campus, Nawalparasi.

These efforts reflect the bank’s dedication to fostering inclusive education and creating long-term social impact.

Health

Bank has continued to invest in the health and wellbeing of communities through a range of CSR initiatives. In
Rupandehi, the bank supported Lumbini Banijya Campus with the donation of a vending machine and contributed
to public health by providing pure drinking water at Lumbini Dharmodaya. To promote healthcare access, the
bank organized and supported multiple health campaigns in Arghakhanchi, Gulmi, and Kailali, along with a free
health check-up program at Chhatradev-05, Arghakhanchi. In Gulmi, the bank partnered with the Nepal Voluntary
Blood Donor’s Society to host a blood donation program, and in Nawalparasi, it donated seating facilities to an
eye hospital. Additionally, the bank encouraged healthy living and community engagement by supporting a road
race competition in Kathmandu. These initiatives reflect Shine Resunga Development Bank's commitment to
advancing health, wellness, and quality of life in the communities it serves.

{a qoalt e wfraes qu
S | 37a. R0¢9/¢R



Humanitarian Aid and Relief

Bank has remained proactive in extending humanitarian aid and relief support to communities in need. In Dang,
the bank provided financial support to landslide-affected families in coordination with Ghantadev Yuba Club,
while in Rupandehi, it assisted orphan children and disaster-affected individuals through the Lions Club of
Siddharthanagar Midtown Kotihawa. The bank also contributed to Shree Satya Sai Sewa in Tilotama to further
humanitarian causes. In Gulmi, financial assistance was provided to the local police station for the repair of
vehicles essential for public security, ensuring continued safety services. Additionally, the bank supported Disable
Care Nepal in Kathmandu, reaffirming its commitment to vulnerable groups. Through these initiatives, Shine
Resunga Development Bank demonstrated its dedication to standing by communities during times of crisis and

addressing urgent humanitarian needs.

Environment

Bank has actively promoted environmental sustainability through a wide range of green initiatives across several
provinces. The bank organized and supported multiple tree plantation programs in Rupandehi, Nawalparasi,
Kathmandu, Gulmi, Pyuthan, and Arghakhanchi, including a special Shine Grow Green Project collaboration with
Kunja Park Ratrikalin Udhyan in Tilotama and a plantation drive along the Kalikanagar road divider in Butwal. To
strengthen waste management practices, the bank donated dustbins to schools and community organizations,
including Shree Piprahawa Secondary School (Rohini), Shree Kanakmuni Secondary School (Kapilvastu), and
Sarswati Tole Bikash Sanstha in Tilotama. Furthermore, the bank extended its support to Tilotama Municipality
Ward Office by providing software for environmental management purposes. Through these initiatives, Shine
Resunga Development Bank has demonstrated its strong commitment to building a cleaner, greener, and more
sustainable future for the communities it serves.
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Financial Literacy

During the fiscal year 2081/82, Shine Resunga Development Bank conducted 182 financial literacy programs,
reaching a total of 8,731 participants. These programs aimed to enhance financial awareness and inclusion across
diverse segments of society. Students formed the largest group, with 2,052 participants, followed by farmers (1,236)
and youth (1,033), reflecting the Bank’s focus on educating both the younger generation and rural communities.

The programs also targeted specific groups such as women entrepreneurs (984), remittance receivers (959),
potential migrant workers (797), daily wage earners (611), small and medium entrepreneurs (558), and salaried
workers (501). By reaching participants across formal and informal sectors, Shine Resunga Development Bank
has reinforced its commitment to empowering communities, promoting informed financial decision-making, and

fostering inclusive economic development.

Sustainable Development Goals

Bank has remained committed to advancing the United Nations Sustainable Development Goals (SDGs) by

supporting a diverse range of community-focused initiatives.

e In line with SDG 5: Gender Equality, the bank sponsored a female student football competition in Gulmi and
provided steel cabinets to Jana Jagaran Women Groups in Butwal, empowering women through sports and
organizational capacity building.

e  Contributing to SDG 11: Sustainable Cities and Communities and SDG 16: Peace, Justice and Strong Institutions,
the bank offered financial support for the installation of road lights in Tilottama (Jibraj Marg Yogikuti), and
maintenance of a badminton court in Gulmi, while also backing cultural programs in Bardiya, Gulmi, and
Rupandehi that promoted the heritage of Tharu, Magar, and Ruru Dharmik communities.

Likewise, through its assistance to Nepal Police in Dang for constructing a cricket pitch, the bank supported SDG 3:

Good Health and Well-being by encouraging youth engagement in sports. Additionally, initiatives like supporting

Aastha Maila Samuha in Siddhartha Nagar and Pailo Paila Nepal in Butwal reflected the bank’s alignment with

SDG 10: Reduced Inequalities, by empowering marginalized groups and uplifting vulnerable communities. These

initiatives collectively highlight the bank’s role in fostering inclusive growth, cultural preservation, and sustainable

development within society.

32.15% of loan portfolio is allocated to sustainable development projects
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Corporate Social Responsibility Expenses Fiscal Year 2081/82

b Particulars Ist Quarter 2nd Quarter 3rd Quarter  4th Quarter Total Expense

1 Education 606,000 35,000 150,000 25,000 816,000

2 Health 38,000 35,000 114,960 38,000 225,960

3 Humanitarian Aid and Relief 5,000 45,000 50,000 = 100,000

4 Environment 90,112 107,750 3,500 250,530 451,892

5 Financial Literacy 210,613 174,104 663,236 211,625 1,259,578

6 Sustainable Development 43,333 15,000 220,060 - 278,393
Goals

7 Others 39,500 16,1 241,002 45,000 441,6123

Total Expenses 1,032,558 527,965 1,442,758 570,155 3,573,436

Human Capltal & Bank Respon5|blllty
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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 2081/82, the survey results indicated an average score of 7.67 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 and Wellbeing

Bank implements an annual Employee Engagement Calendar featuring initiatives such as CEO New Year gifts,
rangoli competitions, Mother's and Father’'s Day contests, Shine Mehendi Utsav, inter-staff futsal tournaments,
Women@sShine initiative, anniversary celebrations, and motivational and refreshment sessions to foster a positive
work environment

Women's Health Initiatives
Bank provides mental health counseling sessions for women staff and mothers and has installed a Sanitary Pad
Vending Machine at the Central Office to support menstrual hygiene and reduce work-related stress.

{6 qualt aTfie ufdraes 20
S | 37a. R0¢9/¢R



Eye Health Program
Employees with dry eye syndrome receive education and guidance in collaboration with Butwal Lions Eye Hospital,
addressing health challenges associated with extensive digital work.

Safety and Emergency Preparedness
In coordination with Himalayan Safety, the Bank conducted comprehensive safety training for central office staff,
including fire evacuation awareness, mock drills, basic firefighting, first aid, and casualty handling. Designated
building and floor evacuation in-charges have been trained, and emergency assembly points established to
ensure orderly response during crises.

Promotion of Physical Health
Bank encourages staff participation in events such as the Shine Resunga National 10K Run, promoting physical
fitness, teamwork, and health awareness, with all necessary precautions taken to ensure employee safety.

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 allocated the same to the stakeholders, employees,
government, community, shareholders and expansion and growth of the bank.

Particulars F/Y 2081/82 F/Y 2080/81

Interest Earned 6,385,230,245 769,357,077
Other Income 369,934,679 342,000,339
Interest Expenses 3,740,871,184 4,819,108,187
Other Operating Expenses 330,140,643 343,400,903
Value addition from Operations 2,684,153,098 | 2,348,848,326
Impairments 950,401,153 491,038,685
Gross Value Added 1,733,751,945 | 1,857,809,641

Application Statements
To Employees

Employee benefit Expenses 714,313,811 720,597,488
To Government

Current Taxation 281,463,467 386,940,801
To community

Corporate Social Responsibilities 3,573,436 7,100,685
To Providers of Capital

Debt lenders

Dividends and Bonuses 378,695,277 473,481,828
To Growth and Expansion

Reserve and Surplus 263,359,275 204,738,936

Depreciation and Amortization 122,957,115 81,224,621

Deferred Taxes (30,610,435) (16,274,718)
Total Value Added - Allocation 1,733,751,945 | 1,857,809,641

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 F/Y 2081/82 F/Y 2080/81
Market Price of the Share 431.97 405
Number of Shares 48,757,017 47,336,910
Market Value 21,061,568,545 19,171,448,350
Book Value per Share 151.4 145.6
Number of Shares 48,757,017 47,336,910
Book Value 7,383,708,534 6,891,904,766
Market Value Added 13,677,860,011 | 12,279,543,584
\(a qoalt e wfraes 29
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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 F/Y2081/82  F/Y2080/81
Net Operating profit after tax 645,627,987 685,321,449
Average Shareholders’ Fund 737,806,650 | 6,534,007,451
Cost of Capital (%) 5.16% 7.27%
Cost of Capital Employed 368,310,823 475,022,342
Economic Value Added 277,317,164 210,299,107
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FURE FHATT m@ | HETTRYTIAT 9, AT,
UGG ESIE] S5 9MET § TRIEHTT Haad
MBS 9z

F FHAT e 93

e it ¥ o g

ST ISt T ¥ AT 59 FE YO g
=I<hT gl T ¥ 99 58 FIg LS A
BEIEEI IR A I I vq gfera

RERIEIURIR e ISEI] ¥R qiaeTd

gEATad AT SR (BT HITH Ieehl =ThT Ioilebl 3.00 FIaerd) [F. 9% FE &R A K &R

JEAAd IS AT (BT HIAH 5eh! =[Thl Goilehl 10.00 Jiqerd) |, ¥ e 94 dM@ 90 FS

qead ¥ 9 AT 35 B 39 AE
gid 9% TR . ¥ q3.}¥
Fe e T R AT ¥R FE 39 A
el bl qIT TTIC F Y% U9 o5 FRIS & A
gg ATH T %Y HIIE 4T A 9 BAR
TJAT HAT FEAT 939 WY ¥
HUT HE&q 9.9 %193
ElEaEIER RIS RIS 9344 gfqerd
R F1 saTa ¥ 0 giqerd

R05R YT HHT=Ah! AINShT A [gaRo J7ar
Fe T TG A Y} HIE IR A
Hel bl qIT T T %9 9 9R FE R A
RIS ESIE] 5o 9T 9§ TRAIRTT H13UaT
B 9z
TAT AT T 935,053
T FeT QUURR
TSI T gfqerd %33 gierd
e ol T ¥ 59 fqerd
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A AP ATURVEATHT FSAF TR TAHGRT TS A=A

aTed (E SHATHVE % fafaagdr @A AT
TR FATHT FATEIT AT ARG HET AT,
TAAFIe®, 9 AAd  qI ARSI,
I Mesr giaides, d@mdies, T6a
AT FeTeedh] TRHHT UMl gfd A9R =ah
T ETfde @ T =M |

o Heraeesare amftie ATamoras T T q97 T
ART FaRTd TR fauaaedes, d1.9. R059/05%
T AT ATA.R053/53 HI BTAGFAE! (a0 q9T I
FATHATTEE qoardd IHqR] ITaaTH FHEL
MRUeHT 52T HETHT ATRAT AT T =Mewg, |

Qo AIfF TTEIRUFAT TEI I TREH AT
UfdeTfas  FFEAT FFO SEREAl HeTAHTaeds,
(s Memes, Ted "edades, FHANES
T FHAT THLT AT ATALT ®IHT T¥Ig qEOT
WFElegdgEdle U AT fqearEg T ATHA
FEANTHT AT BTfaeh ATHR Ah T =g | faeaar
JATTIT HEEdl T BIWE % AT THTEGT Adq
PRUEEATE FITHT FAAT AfTTHT T | AR
fafa= erpseEd ATTHT IAR=EE T TR HitGE
HIXATA T FATEAH fo=rdr Fer feemiaaer qar
TUHITART AT ETHI RAATAF TeTqHH  ATSIIRT
Il

AT, R059/05R | THY ASTHH] Ghl T4,
TTTehT ATTHT ATTHT HHT, ek o fadrar e afera
FATH] TUEARHT TXehT FALH] AT e (87T
qfeamer T ¢ 30 gfqerder afg 9 ® WR wF ¥%
FIE 39 TG T FT ATISHT (0,03 Fiqeraer! dfg 7
T U AH 55 FBUAS & A THN G | FhT STl
90 GiqeTa AT AT (ATTTTHRY THA) T 3 Fiaqerd
AT AR I 93 FIATT AT fAaRer I g&dE
T THTET TATHT FATRITHR] ATNT T TRUH B |

foirr qerpeeds Y=} 9ge e MaawRr s
TGT AT GAATIRUETH I ¥ faea@e g e
Qe FIAH THT G | E4F TAFeTeg ] GRATTT
WA Thebl FATFATTEE IS TSTST Evawg
ATl B | el & 9T WA LA FEEre
T E¥F GHETT TH Sihy TEH (AR T SeIAH
qT A, Ges T qaAd Afhg FaT SIS RIS
STTHT G | AATIE fatd T qTeshdAT Jar AThd
ANTTReTs favasra fadir dar gare T qar Sty
g fai, fvanferer ¥ fafiree afg=m wrw 7 959
PRt @t & | fafaa wg= feftea sar=aeo,
ITEA T WA Hel T WIAES AT Sy
o &= T giqeg oY |

Sl e i Tufafasd AT (MEH S¥)
e A 3059 /53 I WH A FAEw Td I
TR JUATHE® T AT ATA. 05/ 053 HI BTATF
AP HAHT FIAEE T ATSATEEEH] FETTHT =T T
FAAT =MEwg, |

o TSIIY Flg T AEAE [FFR T AREH T8 T
T SHAT i T IGYT AT TRF TSIHTHT
TUTAT I TR0 &, G SFABT HOTT (TR TR
3|

o W dfepy FATH! AT e e fatHes
famHe® MeEre Eewdie! =RIHT el 3 |

o TN WHINME SuRaNdd A=iTa Tl
framurars @t it Jurer FRere fa fawma
A W FHAATCHE TTHT AAMET Qe FLwaear
fegma |

o TY WMl B AW HHH I @IAE A
giaheTepl fqeeraor T JaTeey HrEaT e
ATl T AT famar i faeeazan fagae |

o TEAW faEmR T AEAEH (RS
qAATCHE ATHER] ATIRHT FMST T2, |

o M9 T WHAH AT HUH UEFHEEH (A
qEALAFAT W T 4T ITAMAAT JAgAT T
FESTH T T AT AT HIBIT ATTATATER
AT il Aogedt famra dweer wawr 2fad
g ded g AT THINE FE qoured e
e o |

o T gfafue e &5 Sfpy ar fafade gy

N
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TEEH! @ | TEHeEdls (eioieed dihg Jar gard
T YU U Frafer! Afghad FART T
T g glatget faerg T faearer @i AR
gaeefier Tee ATUHT B | AT At fawr
I Sffery AT A9F IRTEATES Robotic &

HEATTT FIMEAA Fiaeh! Fiergdr, @add T e
FAATHA BT ATIRHT  ARA BA | A9 AL
Fepare ST G EeHEE q9r a= yetad e
FIATEEH! AT T4 TEdl TIH ITHIT o &7
TEFe®dls qes [Fxid JaT JaT8 e ATSTEH! o |

Artificial Inteligence IFAATS TARTHT ATSTHI
T 9 ATgaR IR fadm e faguer g )

o UEF dlewd qAT FHERT EIHI  FFERIHT
JHAT TITA BIAA AT 9T L fpare ST
fAEeTE®dTg Sehel Tl T4 ATeEH T | AT
AT ATEaeTE  Hid, Aarrer fafqzaraer
AN IR ATILIRAT ATAR FAATATIF T TR
G |

o THWNIT [AMEAH A GeALrardrer  Aid
FaqET TS AREH G | ddH g
TAT AALATITAT FEAWT GUEAAR F=adAH
e AT T AfIhds SATEEIIE  ATEROTS
FeRSAT TGN FTT a1 TS ATZEH T |

T I bl ANRLAATS JURTHT HTAT=IT TR0
qeva Afehg, WET Uesh TaT T G TFheleg dawahl
feqars S=a WTATAGATHT Ted ATH  FEAHTETIOTRT
aifaer gt afededr qwmaelt sdaqer fHworer @t
gidqerg @ | e G SFaard HEaw T qAw
Ffgert aNT TOAITaeE AT aATE AT AT H1d
TS ATTHT G | T T BT AT Al ST
afg T, FoTlepl TURAR FUR Ta JTHTOT E0T H,
FAT T TRIAT FTA ITHT AT T
faeaqr® T FraTs yratHEarET afEuer B | i
gtafe T 9Uer TFt AU qRaddeedrs e,
AT YATewdrs 9 Al Tafad T TSR
TS FATERT & | fafaeT s s, e

o UATRE [ATAT JUTATATS TR T3S
ANTTHT B A9 AT SAMGH HTETIH, AT
= quar SN e qieqr T

fepreEare ST Al HeeHe®ad! qu0 F9AT g
TE FREARF! (FATGAHT ST g7 o SiaH
AT T ATAAE AT JOTediaars 93¢

JATART AT TeATeAD T FMGH STTTITI
afafd, @< atafq, sH=m dar giaer
Iiafd ¥ FEfa @R R |fAfqes Ed

T3S ATTHT G |

R0gR ATfyad ATaTaaRy AT 9= 3 9] e

T, Seitgd AHATTHT [aRIaes  Foardd
T TRTH 3 |

« Indian Chamber of Commerce aT&  HATATSIA
3rd Emerging Asia Banking Award HT Best
Bank Nepal (Development Bank -Mid Size),
Best Performance on Risk Managment, Nepal
(Development Bank), Best Performance on
Profitability Nepal (Development Bank), Best
Performance on Growth, Nepal (Development

Bank) SUTIE®EETE TFATT AUHT & |

o TAYA WEE THSraredd F&T  (ICAN) FRT

Annual Report
Award 2024 HT Certificate of Merit IUTIATE
TEATAT ATHT G |

o IfdE FUAT 059 /05 ATAFR, THTHE F
AT q= RTIEHT T AT FR R TR
8 FRIE O AME@ 95 B9R, ATFT dH %, 35
FE ¥ A &3 BR, B T LY S 5% @
59 B9 GRPNT HITHT FTEAT X Sebel FeTal
FTAT ALTTHT FETETH THT G |

National Best Presented

YR IS 3R ATE, FAT AT & §q A9 9% FAS &5
AT, G HATHT . R0 € ¥3 @ q41 Jiq 947
ATEETAT &, 9%.8% TR G | ATARF T T ATTAA
a7 Tregbr ard efeeRt @O Sfeky GEHT IHA
ATHl JAT TA I STwg | T SAbF IcAEIR
TAFIZE® TETH Tb T TARATIAHT SHALATIHT
FIATT, UEFHAT a1 (Customized Service) ?
2l ek (Delight Customer) T @TNT Sehel T
TS § THE FHR A |

Fop qur oo SRgERSl YAE Feddr wmded
SHT TEaT afq ArATfTe FTHT GG S FEEWT
JAEAT gAY BHl "Il WH G | ATHIS S
AR AT RTeT, e, WHAEd FeTddT,
o3, ATATaRY, A=< qremar v ad JuTd GRheh!
ferir o @gg E7 gEEATCHE TUAT HT T
ATGEH T |
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ZWHI ART SHINE FOR YOUR SHINING LIFE &0 #H
F=ATAA MY TAFeTegdh HeRAT THE T3 2TH
yiqag & |

debhl Rl FooATATHT TAATCHS HedlE, W T
TRTd o & SERgHl HEHEes, I3 dee qdl
AT hee, odTded (Haets, TeHai, AH=gHes,
FATAT, AUTA Wb TS [AHdg, IR AT
farafes [atHee, HTHAT TedATedhR, ATIKE TIT aed
gliedh ATAR T4T FAAAT AhH e |

ERZEIEE
TR qew
gl
3% Hfaw, 3053
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e PG AlRAPT A

IIRUATHAT  IJUIT F=aTeqss  ATAfd,  TIRe=T
HETHTEE® T WEHH [HAe®HT e @NId
ArgaTed ey |

FRT 9 THRT F=aATAT AATTHT 5O AT 3Y, FS bl
FrEard, 9fd AR WET q,8%¥5.03 O ¥d 3c
FASH! SERIAT BW, G X Aaad qU9.¥Y,
AT AT R 99,30, HRF 5 A AT T,
FHT ,000 FITATTAT ARCTSHRT THEATHE 9Tfh,
Aftey qaT ARG FXATEEATe eTHIATs TRUH
TR, 3 ffeetl FAEATE STARFT TUHT Afhy
a1 fteaeazar fawar, Y« 9ar fasera Seewedr qoik
TAT TSI TEATART HI AT, FTSHIIST
S ¥ AT TEI ATRA AT 2T THE ST e
call

79 fqeE SFd afad T IudterEE gE
WHEleeHe®mad! WedNT T fqeargel gidfaea g |
AT A FehbT AN A= &l 99 T 93¢
fairr TreaTeT afesm HEw el HEENT qETE,
e & |

fger, @ew T Wiaa dar yam T+ fefierew afws
Farars qAfdarar Afg drel R fawar w8
qIUHT T | ATRE ®E GOl (Internal Work
System) ¥ ATANE [HI=0T YUl (Internal Control
System) @Ts fefstarest T3 yurreirars @e=nfad a=rg
UEF YaTdTs I9 FATEHNT TAT3T % LT bierd
T G | AT AR SHAT S T R qEwArs
gfafaddr aareq fefSed g=rarsr #asves T
ATUHT T |

ggdrig, ST A |

TG FTAHT AfeTebad

> <

(@ | o ot s
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FoATAE QqAfqer qNe giaas
9MEA IGF SHATHUE b fdfAagdr FA aifiE
FTIRY GATAT (o Hepraesare aiftie Qe
JETAT ToT T 99 9 e fawrasaes qar
giqaes TFU STREHTER AR ARHRATAT Tl
SAFERIE AR J&d TRCH G | I GqaadH T
Jediigd [augaeqe® de0d" W 99 Fad T q&H

T R0 AT ¥.R GfAerd g9 FATU B | IF I0R¥
AT faepfad AdaeHT IUNIRRT HETERIG R & gfqerd
T EIHE qAT faraE aqaTesdr 9. gfqerd
FAR TTH G | G 0%, AT [FFad qda-aeeal
HAEhIT Y Fiaerd T IEEAEE qan [asEra
FATACEHT ¥.3 i @ HATRTH JEq0 3 |
Fq R0%% AT 3.Y gfqeraer faer swudr a=q qoar

faeprar ST AT T B ATEAYIF THAATCHS
TeeATE T GRTIEER] AT TGHT o |

arer Ireg S, farirar g guivaeror faamare fafa
R05R/05 /0% A [axird fqaxer et deHfd
AT AN FTITOT FATAT AT T T T BiT
T UHTAT 79 f96g SEdr 053 I AT
Tgr=aee!l faira faerer, @er fafqar wwra ema.
3059 /05R I ATRT AT ATwTT [aaR0T, faeqd Are!
@ (Statement of Comprehensive Income),
T yaTe favor, SlaadiAT Ul qadeE [gav ¥
A& FreI(egd Ag=es Fioded! @ fqarues
TIT T AR AT AT T TURT ATEOr
ToT fa9T9 JEaTaeedTs GAR LT TR TRl AT
T TS GATAT 97 T |

e anfie aitgya :

F=AITT HETHE (IMF) 3RT I« R0RW AFE[EHT
THITTT World Economic Outlook &R I J0Y
T R0%% AT faed Ada=al qhgar FHM: 3.% gfqerd
T 3.9 9iqerd T@w Y& Wehl B | HITHUGRT S
gfaed AaR I 0% AT faeaer i afgaw
3.3 gfqera @t faar | fasfaa adaeesesr a0
AqTter gfgar = 0% AT 9.5 Ufed WHHET I
R0RY AT 9.§ HiTTd T &@F R0 AT 9.5 Hiqerd
BT ARITT HETHTh FEIU T | ST T
faprdAE FdaTEEEl ATdF dfgey FT 0¥
AT %3 giqerd IEHET FF R0 AT ¥R FiAerd ¥
I R0%% AT ¥.0 GIaerd @A JEU P | LA
a1 fasrarE ufaare addeTe dfdd gigey a9
0¥ AT Y3 YT TERMT I 0 /T YR Ffeqerd
T g7 J0%% HT ¥ GIqerd g+ J&0 g | 9 0%
AT ARAH AfdF Figay S Fqed T@EEr a9
0% AT & % YT T I I03% A &3 qiqerd &+
JETU T | IR, SRl ATfdE gigey I R0%%
AT Y. 0 YIaerd IeehM|T d9 0% HT ¥ .5 9iqerd ¥

AT fa9d ATAR FF 03¢ AT 3§ gfqerdd a@d
HIYRT FETT 3 |

HAFP! GHREIQ sfdiep s

FA Mo IR

AqMIF a0 R05q/5R AT IR TAT FHA e
IR FfgEy AIRET HAH 328 giqerd o
IAREHH FAH ¥ Gqaaed g Agy T2AT3
FATAAR] IRIFAE ATHAA @ | Aol a9 F&l
Ffgar ARG HAHT 3.3% qfqed T IATEHb!
HAAT 350 giqerd @ fadr | awier oA &
&TTRT STATEA 3.35 UTAeTad ¥ TR &l JeaTa
¥ 3¢ giqerad dfg WUH ATHA B | A a9
T &ehT IeATaT 334 U qAT X - A
IAET 3.3% giqerae afg wuer faar | oenfde ad
2059 /5 AT TR -FH S Ta FUNT &l Jeara
¥ Y3 gieTd ¥ AT ST IR ¥ 29 graerad gig
g ATA G | Aol a9 AN ST qigaw 0.99
gferd ¥ AT &l dfgay ¥, 3 Jiqerd @l o |

STHIHT HETERIT

Wi ad R059/53 AT AME  AET STHRH
HAITEHITT ¥ 0% Yiaeradr AT T&r | sAteedr a9
T HETERITT L. ¥ Giqerd el foar | aHrem
TAAAT @ TEH] A JFHT BRI FTAHT
AATERITTHT T T G FFILATA A AT e
A HAM Ued UG HAAERITHT M9 9fF FH
g% Ul oy | e safuer aRaated favad
AIHYT  AATAGEHT HIERIT  IJeol@ATd  &TH
IR ATTH, ARINET TSRAT F=al TAR HAHT
e FETANT T& {1, dd qa7 Sarr T 497
A FAFFH IGETHT FHT ATUH T AT D
AT HHSIR TEhT BRI ITAHT HAH TATCHD
®IHT FH AT IF TE TR ARG HIfEF
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Aifer fuerr qeafs s Te= TTH! &l |

NP HAEH ¢

THTET AT AT AT AT HETERITT 3.5 Fiqerd
WH G| Aol a9 T ARG 3.2 gfqerd
el fodr | FHiET AU 9 Heasid adtae
AEAEEH] AP AT HETTRITT 9,32, Gfeferd, g
FAT FSATHN -3.4 gfqera T Iaifad a=qewdl 3.03
gfaerd eH B | Aftedr av AT AHEEwH AlNE
FFT FHIERIT FHT: 095 Fiqerd, -¥. ¥y gfeaerd
T 340 giqerd edr fadr | ged anfde afreeuret
HATITHT FaT THIET aUHT ITANT T&d, HATAT a5
FAT YSRTE AT AT A e TR FHT:
%.o% gfaerd, .30 yfqera T R.5% gfaerd wEr @ |

Rfvre =R :

AqMYF a9 3059/53 AT &« a& MA@ 595
giaeTae dfg 9 & 299 e 3 S TWH G | Aferear
Y FX! AT 3.0 giaerae gdHl [T | B MeeA
IATEHHT FHA T (HATdH dqaTd Aferer a9 2.9
qfTeTd TEHAT FHIEAT THAT ¥ Y Gqerd TH G |
AT a¥ R05q/5R A ARAAIE HUH T& AT
oy giqerae afg 9 & Q0% T R0 FRIS T
T | Afered! Ay TET AT 3.0 GfqeTaer gdehl T |
HAATE TUFT & AT Aferea] a9 3%, giqereer
FEHMHT AMIF a9 059 /5 AT 9% R gfqerad dig
IT & 3¥9 AT 90 FE TH G | dF HAFAT
qUH a&q ATATT ATeeal a9 0§ Gfqercer TdahaT
At ad 2059 /5% AT 39, gfaerd afg 9% %.3%9
qd 53 FAS TH B |

ferdwor STyETE

AT aqHT AT wyare 923 yfqerder gfg owE
T qUR3 AF RS FE TR G | Aol a9 F&
AqTYaTE %% Gfaqerae srge T | sfaredr ay fageor
ATATEH] FA TMMeed IJCAGAITHRl AT U3
T T HT THIET AT 5.3 FAT el G |

faraer T afs=f -

05 FHR HATH] %A (qaell fatawa afs=iq
205 FAR HATIH AT 39,3 qfqeraet afg s
T.REVS AT S5 S HIA UH G | Alded! a9
Ty Ais=fd 33.% gfderder 9ig 9% &.20¥9 a9 90
FRS A FUH (AT | AHHT SAHT e [aaell
fafraar afsafa . ufqerae gfg 9g $.92 o4 wo

FRE TR FIIH FUH G | Afeedl a9 T&qm qoard
30.% Yiqerdd d¢ehl [9ar | JuTd A SAFAT Kokl
faaefr fafraa afs=afq 2059 @R FdT=TH T 9c%s
qE YUY FUSH JAATHT 053 FARAATIHAT 30 §
giaerae afg 9% T.3¥9¥ A ¥ FS HAH AUH!
EX

fafrwa <2

wfd® a9 059 /53 AT Gf FUTEr FATH ARAA
gt fafraa @ fer wfgusr @1 0%
HARHATAH] TAATHT 053 THRHATAT Tl
T FARET TARIT 2.5 G, qTIUE WA ET
Y.&R Jiqerd, FET R.0% Yiqerd ¥ SAHEl AT
©.\9Y JITUTael dATHeaT ATH 3 |

T AT

ATTe a9 3059 /5 BT ATHT TUTA JIBRRT AT
T THIT F.930 AT 93 FRIS (TR TIHR qT
TN dEgehl GIATHT Tl IHTAHT) T8 Hieard
TEHT T | AerecAl ATF Tl A=A T&AT AIoaTd
T3 A & FS el (AT |

I W

0GR HAR HATTHT T AHRET & fad arehl
FET WU FI¥0Q AT ¥R FR(E T ATANE T
T35 oF IR FAS T FA fq9 ATH AHER
HU TREER AT U FAS WH G | Aledl aueR
TARHATHT kA [ Al FHMHT AU 5.3%35
qE ¥R FAS TWhl (94T | WHRI HA fad arel
FHOUTEH B TMETHA JATGTALTR! AT 3.0 Fieerd
WH G | ATl Ay TEAT FATT ¥R, AT e
fora |

d% qur T dEEHR qE da qd
ERRINCINIS

e o :

a9 R059/5X AT AT Shewal &
It /aTfaea QR 99T (3,559 99 95 HwWIE) o

g 9E T50%U AT 35 HRIS TH G | Afered]
Y AT FEA /A 9.8 qqeT (Fa3y 99 ]
] ) o FdH AT | arfdE A R059/5R AT
AT SehgEadl el AT giETed 93,9 giqerd
(FOcY ¥d 9 FIS) o Fhg T 05 FAR
AT T.EU3] AT 59 FE Thl G | Aferead] ao
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FfoTs Sepewepl FA (AT AR 3.3 wiqerd
(F.59% A VO FING) o el (AT | FHIET TuHAT
FIST Aheeeehl Fecdl a7 I9d (M&T FEM 35.%
gfqerd ¥ 3v.4 9Iqedd SRl B WA Hedl HEq
3.0 YA Tdehl T | Afeeadl a§ Fecll (H&TT 9§.0
gfqerae Tl far A= g=d ¥ HEdl (e HHeT
5.3 T 2.9 gfqerdel sghr o | aiforsy Seheeat
FHAT FAT AT THIET THHT O, FAqT (3. ¥R% A
% FE) o gig qE 053 FAR HATTHT %.5,3%4
AT G FRS TRl G | Alereal a9 a1forsy Sepgeel
FAT FAT AN 9.0 GIqeTad (F.¥9%, T 990 FIS)
o afg o ot | e avEr aifrer Seeware
i &=mr yatfed & o & gfqerd (F.3c% o9 3
FRAS) o qlg TUH B | AfeTeadl I Tl Holl 4.5
gfqeTd (F.R%% o Y HE) o g HUH AT |
05R FER HHTTAT A0S Fepeware il eadh
gatfed S ¥ B Meed IJoAadd qqara R 4
GiqeTa HTIH TUH B, |

farerr % :

YT AT (AT Sebawel w1 T/ qifae U9
giaeTd (£.3% A % FRIES) o qhg g 05 HAR
FATIHT &9 3 o YUY FS HIAH AUH G | Aldedr
Y JXAT THEIT /3T 9.2 giqerd (FYR #d IR
FRAS) o FAH (AT | AEA qR=AqH IHE I
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FHEfAHE T HT 4.3 JA9dd g 2063 AR
HHT-THT 5.8 AT &5 HRS FIAH TUHl T | JHIET
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Y IS HIAH TTHT G | ATeleddT I AT HEIATEEH]
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TARETAT T O THATHT FHFIAT TR F 39 AT HFT
T=ATATHT TEHT B | AT ATHT ATTHI0TEE I
JATFATIAR A FHAE®D kel qFIa /NI

31

{a qualt arfie ufdrae
S | 37a. R0¢9/¢R



05 FER HATKHT €838 A 3 FAS T@HHl
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QAR G| Al 99 I g /aaed 99.%
giqeTaer 9fg 9% 059 FER TEATHT & L 99 3%
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Q0.0 gfqerde afg 9 053 FARHATTHT &.3%
q R FIE TIH B | Adedl a9 Fofl q91 qrIer
T\ AT § FIUS TEHIAT THIET THHAT 0.9 Ffaqeraer
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T TR A Y S T FREAT TR G |

ALAT YA -

i 9§ 059 /5 AT 9 Gdd T (HET qgaq
FdFard "hd & 39¥ A WY IS T T
f78T HiaamHTh T ¥, 9,405 & ¥0 WIS TR %A
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05 FARH JAATH 0GR HFRAT TTFEAT
ATEE® Udhl B | 059 AARAT q-fad o
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et ¥ 90 gfqerd, faemg dweEar <. 53 giaerd
7 faq FAEEH V.3 YiqeTd W 9T | R05R
SATTAT bl TV ATad AT AT Sebgeehl
©.cy giaerd, faem Seewd ©..Y gidea T faa
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20, fasra dpewedt 0, faa FraEEdr 4, T
foiTar Feare! YR T QAR faeE dwd agern uF

{6 qualt arfie ufdrae
S | 37a. R0¢9/¢R

N



TR T | 059 AAR FATTHT AT s, e S q97 faxd ravilese (8T @rar I@T Hivd Y #e
Yo W@ %% BN T WU @A 2@ FRF (& A 23 TR WWHA] 063 TAR FATH & 989 @rar
T FF 4 FE %5 M@ 59 &9 T A @Al 8@l HT 92 dM@ £ 89R TR G | 059 JER
HITTHT gl [aii FRATEEHT Fd YR A Y 89k 88T T 3% A1 &% &7 A @l el TehrHr
R05R FAR FATTIAFIAT FHE &R dM@ | g% I T R0 1@ © g9 |l @t g | A agfaa fair
HEATETR] AT TUHT 9O T FTeaTHT T ) | 059 FFR FTAITHT o q47 faxirg geares (ergfaa o<
HITEEGH) Pl @ ST 99,430 TERMAT 06 AHR HATTAT 99,43% Wbl T | 057 AWR AITTHT
YITTET SAAAGEAT UL TEHAT 067 FHR HHIRTH] W30 HAR AUH B | T a1 T&T 2063
qGR AATTAT b qAT [l Feomeeb! 9@T o=l d¢l SHTACT Ta9THT 3,035 TEhl & 9 Fel5Twal &H
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hl @ (Paid-up Capital) ;

0GR ATMG HATRIAT =[hl il & ¥ o4
S8 FRE L9 @ q R TWHHT A Aioad
[TTRUFRY HATRT 91 3.00 Yiqeraed g A
F Q¥ HE SR @ N AR GHI AR T
90 YiqeTd o g THA . ¥5 HIS WY A
9O BN AIE AT (FATHILT FT TASTH FH)
faraqeoTerT ST T TRMATHT THTHT Y19 TR0
BTG | ITh A AR facRor qe=T =[<hT ISi
T Y 9 OR A 4R A R FAR THE |

SAST T HHE® (Reserve & Surplus):
2059 HATYTE AHTRIHAT SHIST T4T HUHT & R Hd
% FRIE SR A ¥ TR WHAT 0GR ATIE
AT 9§31 gfqerad gig 98 ¥ R #4940
FIE 50 AM@ & FAR AU F |

W m (shareholder's Fund) :

05 UG HATIHT %A AEAT FIY & & 7o
5Q RS 9% @ ¥ EAR T@h[H] 051 ATIE
AYTAT ©.9% giqerae dfg w5 & © 39 35
FES 39 A9 & &SR AUH S |

P L] (Total Assets) :

05 UG HATIHT FHd TFIl & 03 od &Y
FE ¥ W@ 95 IR IWHMET 053 ATHE
AHTHAT 4,08, iqerde gig 9% & 50 o4 3¢
FE IR A 0% AR WUH T |

fraT g (Deposit Mobilization) :

305y HANTE AEAHT H&T aik=maq & &%
79 IR WS YR @ YO FWAR TEHMT 0GR
AT HATTAT .30 gfqerdd g 98 & 0%
q9 ¥ HIS 3 A9 5 BAR TUH T | AT
afe=TTH F=a MEd ¥3 gfdqerd, Hqgdr e
¥R giqerd, & [ad & gt =edl, q9r 0=
frera 3 gfqera

FH qAT IS (Loan & Advances) :

2059 HATYTE AHTRIAT Foll q4T WIS T, L% Hd
¥R HAE I} AM@ R FAR TEHHAT 05 ATUG
AHT=TAT 90,03 giaerad dfg 95 ¥ YR 99 o5
FRE & A 9 AR FUH T |

qualt a1ffe ufdae

TS AT (Interest Income):
05y HATHTE HATRTAT AT AR & O 37
9% FIS %3 AM@ L9 SR T@HhHT 05 ATITE
FATTHAT 0. % qfqerael HHI 9% & £ 99 35
FRE YR @ 30 BAR HIH T |

qr Eﬁ(lnterest Expenses):

R0%q ATUTE HITTAT AT @9 & ¥ 379 9
FAS %y @@ © g9 B TEHMT 05X
AU HATTHT IR.39 yiqerad &A1 a8 %, 3
¥9 9% FIIE 05 ATG R FAR TUH F |

E:{ G Sl'lﬁl'#l' (Net Interest Income) :
3059 ATUTE HATTHT @R AT ATRM . R 99
3 HRES R A ¥R BN TEHMAT 06 TS
AT Q.49 Ffaerdd gig 95 . 3 ¥9F &%
FE ¥3 A 4% BAR FATH G |
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2059 TG HATTHT FHARI @9 & 9 HS
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0.5 Jfqerdd FHI 9 5. KN FS ¥3 a@ 3
AR AU T |
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R05q ATUTE HATHI ¥ HATHI 3. k& HsS
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&TQ?T Fl (Non Performing Loan):
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FAT AT ¥.9 FfqeTd qUHT 3 |
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SAR.

ASSOCIATES

CHARTERED ACCOUNTANTS
Independent Auditor’s Report

To the Sharecholders of Shine Resunga Development Bank Ltd.

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of the Shine Resunga Development Bank Limited (the “Bank”),
which comprise the statement of financial position as at Ashadh 32, 2082 (July 16, 2025), and the statement
of profit or loss, 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.

In our opinion, the accompanying financial statements presents fairly, in all material respects, the financial
position of the Bank as at Ashadh 32, 2082 (July 16, 2025), and of its financial performance and its cash
flows for the year then ended in accordance with Nepal Financial Reporting Standards.

Basis for opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under
those standards are further described in the Auditors Responsibilities for the Audit of the Financial
Statements section of our Report. We are independent of the Bank in accordance with the ICANs Handbook
of Code of Ethics for Professional Accountants together with the ethical requirements that are relevant to
our audit of the financial statements in Nepal, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and ICAN's Handbook of Code of Ethics for Professional Accountants.
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 judgement, were of most significance in the
audit of the financial statements of the current period. These matters were addressed in the context of the
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.

S. N | Key Audit Matters Auditor’s Respoﬁse
1 Interest Recognition Our audit approach regarding verification of

The interest income of the bank has to be recognized | Process of interest recognition included:

on an accrual basis and following the Guidance Noteon | 5. Obtaining clear understanding of the
Interest Income Recognition, 2025 issued by NRB read process of accrual of interest income on
with the Carve-Out Alternatives provided for Bank and loans and advances in the Core Banking
Financial Institutions (BFIs) under NFRS — g issued by |  Software of the bank.

the Institute of Chartered Accountants of Nepal (ICAN)
dated 2082.05.09. Though accrual basis of income | b. Test check of the interest income booking
recognition is prescribed in general, the guidelines with manual computation.

require interest income on Stage 3 (with overdue of
more than 3 months) or Purchased or Originated
Credit to be recognized on cash basis whereas for
Impaired Financial Assets, interest should be
recognized on Coupon interest rate applied on
principal outstanding. Given the lack of system
capability to suspend recognition of income on the
basis of overdue status of loan on regular basis, manual
intervention will be required in interest recognition
process and hence create risk of improper application
of the guidance note. This may, in turn, have an effect
on recognition of interest income by the bank.

Thus, we have considered it as a Key Audit Matter.

2. Investment Valuation, Identification, and | Our audit approach regarding verification of
Impairment process of investment valuation,

identification and impairment included:

Investment of the bank comprises of investment in
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government bonds, T-bills, development bonds and
investment in quoted and unquoted equity
instruments. The valuation of the aforesaid securities
has been done in compliance with NFRS 9 and NRB
Directive no. 8. The investment in the government and
NRB bonds and T-bills should be recognized on
reporting date on Amortized cost basis whereas other
investments in equity instruments, other than those
held for trading, should be valued at Fair Value
through Other Comprehensive Income,

Given the varieties of treatments recommended for
valuation of investment based on nature of cash flow,
the business model adopted, complexity of calculations
and the significance of amount involved in such
investments, same has been considered as Key Audit
Matter.

a. Review of the investment of the bank and

its valuation having reference to NFRS
issued by the Accounting Standard Board
of Nepal and NRB Directive 4 read with 8,

. We assessed the nature of expected cash

flow of the investments as well as the
business model adopted by the
management based on  available
evidence/circumstances and ensured that
classification of investment is
commensurate with nature of cash flow
and management intention of holding the
investment.

. 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 OCI
for quoted investment, we ensured that
fair valuation has been done at the closing
transaction rate in NEPSE as on
16.07.2025 and for the unquoted
investment the fair value has been taken
on the basis of latest audited financial
statements.

Our audit approach regarding verification of

3. Impairment of Loans and Advances
impairment of loans and advances included:

As per NRB Directive 4 read with NFRS 9- Expected

Credit Loss Related Guidelines, 2024 issued by NRB | a. Review of the overdue status of loans and

and the Carve-Out Alternatives provided for Bank and
Financial Institutions (BFIs) under NFRS - g issued by
the Institute of Chartered Accountants of Nepal (ICAN)
dated 2082.05.09, bank shall measure impairment loss
on loans and advances as the higher of:

» Amount derived as per norms prescribed by Nepal
Rastra Bank for loan loss provisioning; and

» Amount determined as per para 5.5. of NFRS 9

As per the norms prescribed by NRB, provision at
prescribed rate should be created on loans and
advances based on overdue status of loans and
advances as well as utilization status of the facility,
status of security, borrower’s whereabouts etc.

As per NFRS 9, impairment of loans and advances
should be determined following an expected credit loss
impairment model. Under the model, impairment is
calculated as probability weighted estimate of credit
losses (i.e., present value of all cash shortfalls) over the
expected life of the financial instrument. The
guidelines issued by NRB provide a standardized
methodology for ECL calculation, covering asset
classification (Stage 1, 2, 3), estimation of probability
of default (PD), loss given default (LGD), exposure at
default (EAD) and incorporation of forward-looking
information. NRB also prescribed a uniform reporting
format for submission of ECL data to ensure
consistency and regulatory compliance.

Given the fact that impairment of loans and advances
under expected credit loss model require assessment of
future cash flows as well as historical loss experiences
of portfolios. Further, impairment of loans and
advances under NRB norms for loan loss provisioning
will require assessment of overdue status of loans and
advances and proper utilization of loan for intended

advances by obtaining data from the
system and matched the same with the
NRB 2.2 report.

. Sample credit files were reviewed, among

other things, from the perspective of
utilization of loans and advances for
intended purpose by way of scrutiny of
financial statements, account movement,
account turnover etc.

Assessment of appropriateness  of
parameters used for grouping the
portfolios.

Review of appropriateness of historical
data and assumptions including economic
factors used for staging the portfolio,
determination of probability of default as
well as loss given default. Assessment of
appropriateness of historical recovery data
as well as assessment of realizable value of
collateral securities, along with defined
haircuts, also formed part of our audit
with reference to determination of loss
given default.
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purpose. Hence, assessment of availability and
accuracy of required data for calculating impairment of
loans and advances under expected credit loss model
as well as reasonableness of the assumptions and
economic factors used is regarded as Key Audit Matter.
Also, assessment of availability and accuracy of
required data for calculating impairment of loans and
advances under NRB provisioning norms is regarded
as Key Audit Matter.

4. Information Technology General Controls Our audit approach regarding Information
technology of the bank is based upon the
Information Technology Guidelines 2012

issued by NRB and it included:

IT controls with respect to recording of transactions,
generating various reports in compliance with NRB
guidelines and other compliances to regulators is an

important part of the process. Such reporting is highly a. Understanding the coding system adopted

dependent on the effective working of Core Banking
Software and other allied systems.

We have considered this as Key Audit Matter as any
control lapses, validation failures, incorrect input data
and wrong extraction of data may result in wrong
reporting of data to the management, shareholders and
regulators

by the bank for various categories of
customers.

. Understanding the feeding of the data in

the system and going through the
extraction of the financial information and
statements from the IT system existing in
the bank

¢. Checking of the user requirements for any
changes in the regulations/ policy of the
bank

d. Reviewed the reports generated by the
system on sample basis. We verified the
interest income and expense booking
regarding loan and deposit on test basis
with the CBS of the bank.

e. We relied on the IT audit conducted by the
bank.

f. We verified the provisioning of the loan
and advances based on ageing on the test
check basis as on 16.07.2025

Information Other than Financial Statements and Auditor’s Report Thereon

Management is responsible for the other information. The other information comprises the information
included in the Management Report, Report of the Director’s Report and Chairman’s Statement but does
not include the financial statements and our auditor’s report thereon. Such information is expected to be
made available to us after the date of this auditor's report.

Our opinion on the financial statements does not cover the other information and we will 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.

When we read such other information, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance.

Responsibility of Management 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 Nepal Financial Reporting Standards 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 gomg
concern basis of accounting unless management either intends to liquidate the Bank or to cease (peratmnﬁ

or has no realistic alternative but to do so. #/
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Those charged with Governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether 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. Misstatement can arise
from fraud or error and are considered material if, individually or in aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

o Identify and assess the risk of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtained 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, intentional 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 purposes of expressing an opinion on the
effectiveness of the Bank’s internal control.

 Evaluate the appropriateness of accounting polices used and the reasonableness of accounting estimates
and related disclosures made by the management,

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

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Bank to express an opinion on the financial statements. We are
responsible for the direction, supervision, and performance of the Bank audit. We remain solely
responsible for our audit opinion.

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.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public
disclosure about the matter or when, extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would reasonably be expected
to outweigh the public interest benefits of such communication.

Report on the requirements of Banks and Financial Institutions Act, 2073 and Company Act,
2063

We have obtained satisfactory information and explanations asked for, which to the best of our knowledge
and belief were necessary for the purpose of our audit; the returns received from the branch offices of the
bank, though the statements are independently not audited, were adequate for the purpose of the audit; the
financial statements including the statement of financial position, statement of profit or loss,/st'a/t/e;nent of
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comprehensive income, statement of changes in equity, statement of cash flows including a summary of
significant accounting policies and other explanatory notes have been prepared in all material respect in
accordance with the provisions of the Company Act, 2063, and they are in agreement with the books of
accounts of the Bank; and the accounts and records of the bank are properly maintained in accordance with
the prevailing laws. '

To the best of our information and according to the explanations given to us, in the course of our audit, we
observed that the loans have been written off as specified; the business of the Bank was conducted
satisfactorily, and the Bank's transactions were found to be within the scope of its authority. We did not
come across cases of accounting related fraud and the cases where the board of directors or any director or
any office bearer of the Bank has acted contrary to the provisions of law or caused loss or damage to the
Bank or committed any misappropriation of the funds of bank.

. (7o)
Sunir Kumar Dhungel e \
Managing Partner \ #

Place: Kathmandu, Nepal
Date: November 07, 2025

UDIN: 251107CA00109kvTAt
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Statement of Financial Position
As on Ashad 32, 2082 (16th July, 2025)

Particulars

Assets
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 liabilities and equity

Contingent liabilities and commitment
Net assets value per share

Placement with Bank and Financial Institutions

Notes AsonAshad 32,2082 AsonAshad 31,2081

4]
42
43
4.4
45
46
47
48
49
410
an
412
413
414
415
416

417
4.18
4.19
4.20
4.21
4.9
4.22
4.5
4.23

4.24
4.25

4.26

4.27

4.28

2117,894,019
3,273,571,333

1,314,092,375
56,907,122,137
15,293,5676,045
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

2,224,033,789
2,738,488,699

1,750,609,738
52,011,435,193
13,604,205,803
56,477,550

130,017,343
611,067,762
139,469,886
390,612,717
73,656,418,480

369,025,734

65,956,224,347
4,610,241

41,311,498
393,341,895

66,764,513,714

4,733,690,951
417,351,437
1,740,862,378
6,891,904,766
6,891,904,766
73,656,418,480
651,134,407
145.59

As per our attached report of even date

For S.AR Associates
Chartered Accountants

FCA. Sunir Kumar Dhungel
Managing Partner Director
Date : 21, Kartik 2082

Place : Kathmandu Director

Bhuwan Prasad Panth
Chief Finance Officer

Er.Suraj Upreti

Namrata Bhandari

For and on Behalf of Board

Prakash Poudel
Chief Executive Officer

Birendra Bhusal

Director

Dr. Himal Bhattarai

Director

Thaneshor Poudel
Chairman

Birendra Bista
Director

Gopal Prasad Pandey
Independent Director

&

\,”a quall aTf¥e wfcrae

| ama. 20¢9/eR



Statement of Profit or Loss

For the period commencing on Shrawan 1, 2081 and ending on Ashad 32, 2082

Interest Income

Interest Expense
Netinterestincome

Fees and Commission Income
Fees and Commission Expense
Net fee and Commission income
Net interest fee and commission income
Net Trading Income

Other Operating Income

Total operating income
Impairment charge/(reversal) for loans and other losses
Net Operating income
Operating expenses

Personnel Expense

Other Operating Expenses
Depreciation and amortisation
Operating Profit

Non operating income

Non operating expense

Profit before income tax

Income tax expense

Current tax

Deferred tax Expenses/(Income)
Profit for the period

Profit attributable to:

Equity holders of the bank
Non-controlling interest

Profit for the period

Earnings per share:

Basic earnings per share

Diluted earnings per Share

Notes
4.29
4.30

4.31

4.32

4.33

434

4.35

4.36

4.37

4.38

4.39
4.40

4.4

FY 2081-82
6,385,230,245
3,740,871,184
2,644,359,061
337,334,266
35,438,220
301,896,047
2,946,255,108
31,500,413
2,977,755,521
950,401,153
2,027,354,368

714,313,811
278,967,893
122,957,115
911,115,550
1,100,000
15,734,530
896,481,019
250,853,032
281,463,467
(30,610,435)
645,627,987

645,627,987

645,627,987

13.24
13.24

FY 2080-8I
7169,357,077
4,819,108,187
2,350,248,890
333,616,055
33,910,208
299,705,847
2,649,954,737
7,884,284
2,657,839,021
491,038,685
2,166,800,336

720,597,488
301,128,215
81,224,621
1,063,850,012
500,000
8,362,480
1,055,987,532
370,666,083
386,940,801
(16,274,718)
685,321,449

685,321,449

685,321,449

14.48
14.48

As per our attached report of even date

Bhuwan Prasad Panth
Chief Finance Officer

For S.AR Associates
Chartered Accountants

FCA. Sunir Kumar Dhungel
Managing Partner

Er.Suraj Upreti
Director

Namrata Bhandari
Director

Date : 21, Kartik 2082
Place : Kathmandu

Prakash Poudel

Chief Executive Officer

Birendra Bhusal
Director

Dr. Himal Bhattarai

Director

For and on Behalf of Board

Thaneshor Poudel

Chairman

Birendra Bista

Director

Gopal Prasad Pandey

Independent Director
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Statement of Other Comprehensive Income
For the period commencing on Shrawan 1, 2081 and ending on Ashad 32, 2082

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 2081-82 FY 2080-81
645,627,987 | 685,321,449
61,325,104 | 51,640,253
1,916,951 | 20,691,909
(7,138,506) (2,131,503)
(16,831,065) | (21,060,198)
39,272,484 | 49,140,461
39,272,484 | 49,140,461
684,900,471 | 734,461,910
684,900,471 | 734,461,910
684,900,471 | 734,461,910

As per our attached report of even date

Bhuwan Prasad Panth
Chief Finance Officer

For S.AR Associates
Chartered Accountants

FCA. Sunir Kumar Dhungel
Managing Partner

Er.Suraj Upreti
Director

Namrata Bhandari
Director

Date : 21, Kartik 2082
Place : Kathmandu

Prakash Poudel

Chief Executive Officer

Birendra Bhusal
Director

Dr. Himal Bhattarai

Director

For and on Behalf of Board

Thaneshor Poudel
Chairman

Birendra Bista
Director

Gopal Prasad Pandey
Independent Director
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Statement of Cash Flows
As on Ashad 32, 2082 (16th July, 2025)

Particulars

Cash flows from operating activities
Interest Received

Fee and other income received
Dividend Received

Receipts from other operating activities
Interest paid

Commission and fee paid

Cash payments to employee

Other expense paid

(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 transferred from Merger

Closing Cash and Cash Equivalents

Operating cash flows before change in operating assets and liabilities

Cash and Cash Equivalents at Shrawan 01 (Beginning of the Year)

Effect of exchange rate fluctuations on cash and cash equivalents held

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)
(199,003,193)
2,256,705,814
(6,058,969,240)

(535,082,634)

436,517,363
(5,964,509,058)
4,105,089
5,919,379,946
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)
(106,163,704)
2,224,033,789

23,934
2,117,894,019

FY 2080-81

6,964,437,369
334,116,055
10,422,376
(3,368,946)
(4,868,683,091)
(33,910,208)
(591,609,412)
(315,998,247)
1,495,405,896
(8,921,101,256)

(435,220,418)

164,368,209
(8,550,161,414)
(100,087,632)
9,506,138,514
(364,069,009)
(300,000,000)
10,273,337,246
(14,139,759)
(88,989,964)
2,080,443,155
(372,088,176)
1,708,354,979

(4,517,047,626)
(60,136,142)
542,954
(21104,944)

(39,692,275)

(4,637,438,033)

(19,607,632)

(19,607,632)
(2,948,690,686)
5,172,436,575

287,900
2,224,033,789

As per our attached report of even date

For S.AR Associates
Chartered Accountants

FCA. Sunir Kumar Dhungel
Managing Partner

Er.Suraj Upreti
Director

Date : 21, Kartik 2082

Place : Kathmandu Director

Bhuwan Prasad Panth
Chief Finance Officer

Namrata Bhandari

Prakash Poudel

Chief Executive Officer

Birendra Bhusal
Director

Dr. Himal Bhattarai

Director

For and on Behalf of Board

Thaneshor Poudel

Chairman

Birendra Bista

Director

Gopal Prasad Pandey

Independent Director

\fa quall aTf¥e wfcrae

| ama. 20¢9/eR

&Y




&%

€90'€CB'ey - £90'€CB'er £90'€B'ey 91 S¥4N 01 enp 3y Buiuado ul Juswsnipy
£86'£29'5Y9 L86'L29'GY9 L86'L29'GY9 1paA 8y} Joj 1youd
- - 1004 3y} 10§ awodu| aaisuayaidwod
99/'v06'168'9 99/'v06°'168°'9 | €5.'9L0'0L LEV'ISE'LIY 656'C66'6L gee'lzo’ssy 608'9vY 8€9'veecell - 0S6'069€EL'Y 1802 ‘L0 UPMDIYS 3D dOUDR|Pg
99/'v06'168'9 S 99/'v06°168'9 | €5L'9L0°0L LEV'ISE' LIV © §56'266'6L £T2'120'8SY 608'9vY ge9'vzezel'l | - 056'069°SEL'Y 1802 ‘L€ PPYSY 1D 32uD|pg
- . . . pun4 uonozijinb3 JusuuisaAu| 03 Jajsupi] JBYIO
- - IIMPOoS

100 ol
- - paYISSDID 810YS 4O [0SOdSIQ UO UIDO UO XOL JUSLIND
€L5'L0T'9 €L5'L0T'9 £25'€SG'9L (9ee'v8r'yl) z8e'sel'y 120 03Ul PaYISSPID 81DYS Jo [0sodsIq uo uipy
€19'71S €19'v1S €19'v1S sesuadxe anss| 8Ipys JO 108))8 X0

wodwy
(gLe'sLLn) (sLe'slLL) (sLe'slL) xo1-Ajnba 0} paBioyod Aposalip sauadxe anss| aioys
(160'7L9'€T) (160'7L9'€T) (160'7L9'€T) pInd PUBPIAIQ YspD
= - (LeL'L08'811) - LEL'L08'BYY penss| seipys snuog

- - s18p|oH-Aunb3 03 puspinig
- - - wucwrc>0n_ paspg aioys
- - - panss| aipbys
- - - - _OM_QUO 2lpys 0} C._J_Ew‘_a wioly paliajsupniy junowy

Aynb3

- - ul paziubodal A3oaaIp ‘SISUMO YIIM SUOIIOPSUDIL
= - - (egl'900'az) £€1'900'aT SSOT |DINOY 10} 8Alasay AloipinBay Jo uonpaid

- - VaN 10} ontasay Aloyp|nBay Jo uonnaid
JUBWIISaAU|

. - - o ul uooNpay 10y anlasay AloipinBay Jo uonpaId
- . OAlasaY XD plisIad JO UonpalD

- - - (er9'L69'L1L) = Tr9'L69'LIL = B|PAISOSY 1s8181U| PONIDJY 104 IdJsuUpI L
- - (a89'001'2) §89'001'L pun4 ¥s2 Jo uonpzInIN
= - ¥12'€58'9 (vlz'es8'9) pun4 ¥S2 4O UolPaID
- - (15100'9) 1551009 pun4 Bujuipi] Jo uonpziA
= = €09'625E1 (eog'6za'el) pun4 Bujuip.] Jo uonoaID

palinbai 1ebo|
- - - - ou aAlasay Juawilsnlpy JuawlsaAul jJo Juawisnlpy

= = (062'790'LEL) 062'790'LEL J08A 8y} Bulnp sanlasay |[DIouss 0} Joysuni]
oL6‘19v'veL oLe‘'l9v'veL (zso'zev'l) vLv'6vC's89 €15'2€9'0S - SL6'LL - - 102/ ay3 10y swoou| anisusyaidwiod jpjoL
(uonpiado uBleio) Jo s1essD [DIOUDUY

= = (aL6'1L) (VA VA Bunpisup.y wouy Buisup) (sessol) /suiob ebubyox3
- abBpay moly yspo uo (sessol) [supo

(zso'zetr'l) (cgo'cetr'l) (cgo'cet'l) - supjd Jyausq pauyep Uo (sasso]) /ulbb [puNJoY

uonPN|DASI UO (S8SS0]) [SUIDO
SN|DA JIDJ IO PaINSDaW SjUBWINISUI

€16'2€9'0S €15'2€9'0S = €16'2€9'05 Ajnba ul juswiseAul wouy (sesso]) [suipo
19v'ovl'sy Lov'ovl'sy (zso'zev'l) (sL6'1L) €15'2€9°0S - SL6'LL - - XD J0 33N ‘awoduj anisuayaidwod leyzo
6¥717'1c€'589 67¥'12€'a89 6v¥'lc€'a89 1084 8y} 10} 1yoid
- - 1pak ayj 10) swosu| anisuayasdwod
9EL'0LL'9LL'9 9EL'0LL'9LL'9 €2£'882'v9 €LS'6LTLLY o 8LL'YY8'EY 8vy'LIe'sIE SE8'VLE £96'121'166 o €12'€88'€8T'V 0802 ‘L0 UPMDJYS 1D 2oUb|Pg
9EL'0LL'9LL'9 - 9EL'0LL'9LL'9 £2€'882'v9 €LS'6LTLLY 8LL'YY8'sy 8syv'LIe'sle GSE8'VLE £96'121'166 - €12'€88'€8C'V 0802 ‘LE PRYSY 3P 3duDb|bg

1salaul OAI9SdY

Bujjjonuod an1asay Bujuing anIasay anIasay an1asay anIasay wnjwaid
Aunb3 |pyo1 -UoN 1Py10 pauiniay uonpNIPASY  BNIDA 41D Kioyp|nBay |plauss aipys 1padpd 21pYs SADINdIDd

qualt aTf¥e wfcraes
M. 0¢9/¢R

>upg Y3 Jo s1apIoH-ANNnb3 03 sjgPINGLRY

280z PPYsY uo Buipus pup [807 ‘| UOMDIYS U0 BUioUSWILIOD pollad 8y3 104
Aynb3 ui sabupy) jo yuaswaims

)

NS



10108110 Uspusdepu|
Aapund ppsbid [pdoo

103108417
p)sig bipualig

uouIPYD
|opnod 1oysaubylL

[ VEG80L€8EL | - PE€S80L€8E L |
G80'SLS G80'SLS
osl'06e 0cl'06€e
(aev'00€'T) (aev'00g'T)
(8v5'789'95T) (8v5'789'957)
LLv'006'v89 - LLY'006'789
(¥56'966'%) (¥56'966')
8EY'69C Y 8’692 v
v8v'2L2'6E v8v'zLT'6E

(9ev’eLSqe)
0829579
(rL0'1€5'8)
IrS'EE0'EL

(vs6'966'v)
(¥56'966'7)

(vs6'966'v)

1010841Q
IDIPROYE [PWIH “id

1010841Q
|pSnyg pipuaiig

192140 9AINDSXT JOIYD

[opnod ysopid

pipog Jo Jjpyag uo pup 104

[ S87'505°899

19g'e€g'l
0€l'o6e

(sev'ooe’l)
(8v5'r89'9¢€T)
(6zL'0l0CYL)

(9¢6'8987)

L10'89T'9

(ceeevl'Ll)

ovl'0r6'68
9Ev'eLGE
(o8z'95t9)
vL0'1€5'8
(rs'een’el)

(,6g'qel'6CL)
£90'SY75'689

(e86'g)

mnom.mv

S 8¢50¢6 ¢l

(g98'1v¢E'l)

8EV'69Z VY

8EY'69T VY
8EV'69T VY

1010841Q
HppUBYg PIDIWDN

10108410
naidn [bansa3

190UJO B2UDUI JOIYD
yiund ppsbid ubmnyg

NpUBWIYIDY : 89D|d
T80T I ‘Iz - 910d

Jaulind BuiBouoy
|9Bunyq Ipwin)j J1uns ¥4

S1UDIUNODDY PBIBLbYD
$910I00SSY Y'V'S 104

@)bp UaAa Jo Jodas payanyp ano sad sy

ESEAEE €6LCar 9c9'ces ot | - 6L9'T0L'SL8Y
06£'€8¢
- 6¢L'010'CyL

976'898'C
(L10'€929)
zeeTrlLl
(ovl'ore'68) -

169'STI'6TL
- €86'S - -

£86's

- £86'S - -

T80C 'c€ PPUSY 1D o9UDIDY |
suonnquasia pup Aq suonngiiuod |p3oL
pun4 uonozijinb3 JusuwilsaAu| 0} J8jsupi] J8YIO
120 oul
payIssp|D 8Ipys Jo [psodsig Uo UIng Uo X0 | Juaiind
D0 031Ul payIssP|D 81pYS Jo [psodsig uo uip
sasuadxe anss| 810Ys JO }08)48 XOL
Joodw|

xo] -Aiinba 01 pabipyo Ajjoalip seuadxe anss| 8I10ys
piod puspiAlg yspd

panss| saipys snuog

siep|oH-Alnb3 01 puepinig

sjuswAnd pasbg a1pys

panss| 81oys

1031dDD 810Ys 03 WNjWaId WOI) PaLIBJSUDI]} JUNOWY
Aunb3

ul paziubodai A|30a41p ‘SIBUMO YIIM SUOIIODSUDIL
$SO7 [DLNJOY 10} 9AI18s8Y Al0Ip|NBaY Jo uonPeID
VN J0j onlesay

A103p|nBay woiy sBuiuIp paulniay O3 Jajsuni]
JUBWIISBAU|

Ul uonoNpay 10} anIasay AloypinBay jo uonpald
BAI8S8Y XD pllalaq Jo uonpaid
B|QPAISD8Y 1S8J81U| PBNIOJY 10) BAISSBY

A103p|nBay wouy sBuiuIp paulniay O3 Jajsuni]
puN4 ¥SO Jo uonpzIIN

pun4 ¥$O 4O UOKPBID

pun4 Buluipi] Jo uonpzIiN

pun4 Buiuipi] jo uonwalId

1084 8y Buunp Bujuip3 pauiniay O} J8jsupi]
1094 8y3 Bulnp senlasay [DIeuUsS 0} 19Jsupl|
1pak ay} 10j swodu| anisuayasdwiod |pyoL
(uonoiado ubieioy Jo s18SSD [PIOUDUY

Bunpisup.y wouy Buisup) (sessoy) /suiob ebubyox3
abpay moj4 yspo uo (sesso]) [supo

sup|d Jyauaqg pauysp uo Ammmmo_V\c_cm |DLINIOY
uonPN|PASI UO (S88S0]) [SUIDY

SN|DA 11D} JD PaINSDAW SJUSWINIISUL

Aynba ul yuswisaaul wouy (sessol) [sulbo
XDL J0 39N ‘awodu] aAisuayaidwod 18430

&9

qualt a1fies ufcraes
1A 0¢9[¢R

>

7
{
\



Statement of Distributable Profit or Loss
As on Ashad 32, 2082 (16th July, 2025)

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

Profit or (loss) before regulatory adjustment

Regulatory adjustment:

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

Opening Retained Earnings

Adjustment in Opening RE due to NFRS 16
Distribution

Bonus Shares Issued

Cash Dividend Paid

Distributable profit or (loss)

Transfer from Reserve during the year (CSR & Traing Fund)

b. Short loan loss provision in accounts (-)/reversal (+)

a. Interest receivable (-)/previous accrued interest received (+)

c. Short provision for possible losses on investment (-)/reversal (+)

d. Short loan loss provision on Non Banking Assets (-)/reversal (+)

Net profit for the period end of Ashad 2081 available for distribution

FY 2081-82 FY 2080-81
645,627,987 | 685,321,449
(129,125,597) | (137,064,290)
(5,983) (71,975)
(6,456,280) (6,853,214)
(13,033,541) (13,529,503)
(910,304) (1,200,763)
1,533,561 16,553,527
12,104,509 13,102,235
509,734,351 | 556,257,466
89,940,140 | (117,697,642)
6,263,017 |  (25,006,133)
(17,142,322) -
(2,868,926) -
585,926,261 | 413,553,691
417,351,437 | 477,279,573
43,923,063 -
(142,010,729) | (449,807,737)
(236,684,548) (23,674,091)
668,505,485 417,351,437

As per our attached report of even date

Bhuwan Prasad Panth
Chief Finance Officer

For S.AR Associates
Chartered Accountants

FCA. Sunir Kumar Dhungel
Managing Partner

Er.Suraj Upreti
Director

Date : 21, Kartik 2082
Place : Kathmandu

Namrata Bhandari
Director
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Prakash Poudel

Chief Executive Officer

Birendra Bhusal
Director

Dr. Himal Bhattarai

Director

For and on Behalf of Board

Thaneshor Poudel
Chairman

Birendra Bista
Director

Gopal Prasad Pandey
Independent Director
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Notes to the Financial Statements

Shine Resunga Development Bank Limited
Year ended 16th July 2025

1. Bank
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 20605. 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, 2025 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,
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, TM related services,
dealing in government securities and treasury related products, agency services and other various
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, 2025 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 (hereafter referred as 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:

@ | oot i s &8
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Relevant Financial Statement English Calendar Nepali Calendar Date/

Date/ Period Period
Statement of Financial Position (SOFP) 16.07.2025 32.03.2082
Comparative SOFP 15.07.2024 31.03.2081
Reporting Period 16.07.2024-16.07.2025 01.04.2081-32.03.2082
Comparative Reporting Period 17.07.2023-15.07.2024 01.04.2080-31.03.2081

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 319 resolution dated on 2082/07/21 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 untill FY 2082/83.

2.6. Changes in Accounting Policies
The bank has changed its accounting policies, wherever required, to ensure compliance with NFRS. Detailed
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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). During the reporting period,
the bank has changed the policy for recognition and measurement of leases applied Nepal Financial
Reporting Standard 16 Leases, earlier NAS 17 was applied & Policy of Expected Credit Loss as per NFRS 9.

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

items:
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Items Basis of Measurement

Financial Assets Fair Value both through Profit or Loss and Other
Comprehensive Income

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

Operations

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 2081.82.

b. Non-Controlling Interest
Non-controlling interest represent 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:

«  Atfair value or

. Attheir 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

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

o

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 NFRSs. 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.

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.

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:

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

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

c. 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

fa qualt a1fies ufcraes 03
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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
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. 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.

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:

i. Financial assets measured at Amortized Cost:
The development bank measures financial assets at amortized cost only if both of the following
conditions are met:
- The financial asset is held within a business model with the objective to hold financial assetin 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:

- The risks 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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ii. 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.

iii. 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:

i. 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.

ii. 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
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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 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 costs 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.
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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 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 (FVOCI), undrawn loan commitments and financial guarantees.

Although NFRS 9 was originally announced by the Institute of Chartered Accountants of Nepal
(ICAN) to be effective from 16 July 2021 (Shrawan 1, 2078), full implementation particularly of the ECL
framework was deferred for banks and financial institutions until fiscal year 2080/81, due to various
operational and technical challenges including the impact of COVID-19, limited model readiness, and
resource constraints.

Accordingly, the provisions of NFRS 9, including the ECL impairment model, have been made fully
applicable from fiscal year 2081/82 for licensed banks and financial institutions.

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

Borrower affected by macroeconomic conditions based on reasonable and supportable
forecasts.
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10. Modification of terms resulting in restructuring/ rescheduling.

1. 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.

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.

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.
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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 | Lifetime

Significant increase in credit risk
Stage 3 - Non-Performing Lifetime
- Credit Impaired

Purchased or Originated Credit Impaired Lifetime
(Pocl) 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 (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 (PD) | The Probability of Default (PD) represents the likelihood
that the 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 (LGD) |«  Loss Given Default (LGD) represents the proportion of
exposure not 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.
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3 | Exposure at Default (EAD) |«  TheExposure at Default (EAD) represents the potential
exposure to 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

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.

i. Abreach 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. Itis 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.

vii. The borrower is overdue for more than 90 days in any principal, advances,
interest or investment in bonds due to the bank.
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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 asstes 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 $&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 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.

off 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.
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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.

Principal Interest Write of Recovery
Write off Write off Date (after
Written
off)
1 Darsan Trading Center 2,571,512 4,550,394 7,121,906 2081/04/10 =
2 | Thapa Rice Mill And Suppliers 801,591 - 801,591 | 2081/06/09 -
3 | Bijeta Sunchadi Kharid Bikri 1,459,000 - | 1459,000| 2081/1/05 -
4 | litab Hussain Bhat 1,767,786 282,815 | 2,050,601 2081/11/15 -
5 | Manoj Thapa Magar 1,295,684 409,304 | 1,704,989 | 2082/01/17 =
6 | Shah Traders - 59,184 59,184 | 2082/02/08 -
7 | Mahila Uddhami Garment - 268,079 268,079 | 2082/02/19 -
Uddhyog
8 | Aayurved Herbal Kendra 1,058,902 -| 1058902 | 2082/03/09 -
Total 8,954,476 | 5,569,776 | 14,524,252

Enforcement Activity after Write off :
The bank conducts the following enforcement activity after the write off of a financial instrument:

S.N Name Recovery Process

1 Darsan Trading Center Process for DRT

2 Thapa Rice Mill And Suppliers Blacklisted, Regular Followup
3 Bijeta Sunchadi Kharid Bikri Process for DRT

4 litab Hussain Bhat Under process for DRT

B Manoj Thapa Magar Process for DRT

6 Shah Traders Blacklisted, Regular Followup
7 Mahila Uddhami Garment Uddhyog Blacklisted, Regular Followup
8 Aayurved Herbal Kendra Under process for DRT

Transfer between stages :

Financial assets can be transferred between the different categories (other than 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.
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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 1and 2, and on the actual receipt basis for Stage 3.

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.

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

Itis 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.
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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.

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
Gross domestic product based on Percent | 0.086| 0.086| 0.086 | 0.086

purchasing-power-parity (PPP) share of
world total (lag4)

Inflation, average consumer prices (lag4) Percent 7.679 7.719 77| 7.67
change
Total investment (Scaled) Percentof | 0.161| 0209| 0.248| 0.257
GDP
General government net Percent of | -5.417 | -5.298 | -5.208 | -5.196
lending/borrowing(lagt) GDP
Gross domestic product based on Percent 0.086 | 0.086 0.086 | 0.086

purchasing-power-parity (PPP) share of
world total (lag3)

Total investment Percent of | 33.79 | 33.966 | 34.107 | 34.142
GDP
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Upturn

Variables Units Q1 Q2 Q3 Q4
Gross domestic product based on Percent 0.0872 | 0.087 | 0.0869 | 0.0869
purchasing-power-parity (PPP) share of
world total (lag4)
Inflation, average consumer prices (lag4) Percent 6.3274 | 6.3675 | 6.3487 6.32
change
Total investment (Scaled) Percentof | 0.762 0.81| 0849| 0.858
GDP
General government net Percent of | -4.508 | -4.389 | -4.299 | -4.287
lending/borrowing(lagt) GDP
Gross domestic product based on Percent 0.087 | 0.087 0.087 0.087
purchasing-power-parity (PPP) share of
world total (lag3)
Total investment Percent of 0.754 | 0.833 0.896 0.91
GDP
Downturn
Variables Units Ql Q2 Q3 Q4
Gross domestic product based on Percent 0.0856 | 0.0854 | 0.0853 | 0.0853
purchasing-power-parity (PPP) share of
world total (lag4)
Inflation, average consumer prices (lag4) Percent 9.0296 | 9.0697 | 9.0509 | 9.0221
change
Total investment (Scaled) Percent -0.44 | -0.392| -0.353 | -0.343
of GDP
General government net Percent -6.327 | -6.207| -6.118 | -6.106
lending/borrowing(lagt) of GDP
Gross domestic product based on Percent 0.085| 0.085| 0.085| 0.085
purchasing-power-parity (PPP) share of
world total (lag3)
Total investment Percent -1197 -1.118 | -1.055 -1.04
of GDP
Probability Weighted
Variables Units Ql Q2 Q3 Q4
Gross domestic product based on Percent 0.0864 | 0.0862| 0.0861| 0.0861
purchasing-power-parity (PPP) share
of world total (lag4)
Inflation, average consumer prices Percent 7.6785 7.7186 | 7.6998 7.671
(lag4) change
Total investment (Scaled) Percent 0.1608 0.209 | 0.2479| 0.2575
of GDP
General government net Percent -5.4174 | -5.2979 | -5.2083 | -5.1964
lending/borrowing(lagt) of GDP
Gross domestic product based on Percent 0.086 | 0.0858 | 0.0858| 0.0858
purchasing-power-parity (PPP) share
of world total (lag3)
Total investment Percent 13.383 13.501 13.595 13.618
of GDP
(4
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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:

Collateral Details Realization Haircut
Cost
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%
1 | Gold 10% 0%
12 | Other Fixed Assets 5% 25%

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.

Loan type Gross Carrying  NRB Provision ECL Reason for no ECL
Amount Provision
1 Loan Against | 363,090,797 363,090,797 - Guaranteed by Fixed
Fixed Deposit Deposit
2 Investments | 14,432,050,000 |- - Government Backed
Securities
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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

2080/81 2081/82

Loans and Advances to Customers (A) 891,252,350 2,208,181,719.50
Loans and Advances to BFls (B)

Loans to Staffs (C) 1,074,168 1,712,027
Off- Balance sheet Items (D) 426,768 260,179
Investments (E) - -
Total Impairment (A+B+C+D+E) 892,753,286 2,210,153,925

B. Impairment Charges as per Staging
The following table shows the total impairment allowance of the bank as per the staging.

Particulars Expected Credit Loss (ECL)

For the year ending on 2082

Stage 1 Stage 2 Stage 3 Total

Loans & Advances to 203,359,367 | 453,079,684 | 1551,742,668

Customers (A) 2,208,181,720
Loans and Advances to BFls

(B)

Loans to Staffs (C) 1,712,027 1,712,027
Off Balance Sheet Items (D) 260,179 260,179

Investment (E) - - - -

Total (A+B+C+D+E) 205,331,573 | 467,079,684 | 1,551,742,668 | 2,210,153,925

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
Total Impairment as per NRB 2,530,496,479
Total Impairment as per ECL 2,210,158,925

The higher amounts as per Unified NRB Directives of NPR 2,530,496,479 has been taken in
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 Off Balance Sheet

ltems:
Particulars Gross Carrying Amount (GCA)
Opening Balance 368,588,815 426,768
New assets originated 121,613,266 132,882
Assets derecognized (239,952,061) | (277,827)
Unwinding of Discount (15,728)
Change in Model (5,916)
GCA Adjustment (12,135,000)
Closing Balance 238,115,020 260,179

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 Fair Value through Profit or loss and Fair value through OCI
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,
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:
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Category FY 2081/82 FY 2080/81

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 (ROU) 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.

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 entered into merger with Bhargav Bikas Bank Ltd and Purnima Bikas Bank Ltd as on 27thAshwin
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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 | 1324,948,468
Goodwill 40,748,630 77,747,659 118,496,289

3.8. 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 as follows:

S.N Branch Name Client Name Amount NRs. Recorded as NBA

1 Tansen Shrestha Nirman Sewa 24,319,000 28/03/2023
2 | Tamaghas Kaushila Panthi 5,306,000 17/03/2023
3 Gulariya Uttam Bahadur Chand 2,488,911 23/06/2023
4 | Badera Adhikari Darpan Enterprises 22,281,000 10/07/2023
5 | Badera Kiran Suppliers 15,720,000 16/07/2023
6 Bansgadhi R.K.Enterprises 15,894,084 15/07/2024
7 | Bhumahi Darsan Trading Center 17,760,000 25/07/2024
8 | Butwal & Corporate | Thapa Rice Mill And Suppliers Pvt. Ltd. 48,226,000 24[09/2024
151,994,995

3.9. 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.
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3.10.
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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
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.

Deposits, debt securities issued and subordinated liabilities

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.

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.
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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 Debt Securities issued and 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 benefit is 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.

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:
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FY 2081/82 (Year 1) and FY 2082/83 (Year 2):

Stage 1 Financial Assets:

Stage 1 refers to the relevants 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 begining of quarter is also recognized as interest income.

Stage 2 Financial Assets :

Stage 2 refers to the relevants 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 begining of quarter is
also recognized as interest income.

Stage 3 Financial Assets:

Stage 3 refers to the relevants 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 accural basis using
coupon rate or effective rate shall be adjusted against the movement in accured interest receivable
during the current quarter and interest suspense at begning 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 carring amount applicable for the current
quarter. Deemed Effective Interest rate reffers to the EIR as defined in NFRS 9 without considering integral
fees obtained but considering all other discounts, premiums and other integral costs.

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 carring amount applicable for the current
quarter. Deemed Effective Interest rate reffers 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 or 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 revelant 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 anortized 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.
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Accrued interest income of 16th July 2025 which has been realized till 31th July 2025 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 2082 the bank has ceased acquisition
on interest amounting to Nrs. 225,086,778 related to Stage 3 Loan which was Nrs. 83,962,576 as on Ashad
End 2081.

Further the reconcilation of Accured Interest Receivable on Loan & Advance as on Ashad end 2082 is

below.
Particular Accured Interest Receivable Rs
Opening Balance 456,629,702
Add: Adjustment during the Year (120,834,528)
Less: Interest derecognized during the year on Stage 3 Loan (225,086,778)
Closing Balance 352,377,451

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.

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
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«  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.

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 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.

i. 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.

ii. 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.
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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) towards meeting
the gratuity obligation.

C. Otherlong-term employment benefits

i. A liability 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.

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 gclin/(loss) on accumulated leave is
charged to Profit and Loss account as on Ashad end 2082.

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

c. 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.
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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:

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

b. 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.

The right-of-use asset is depreciated using the straight-line method from the commencement date
to the 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.

b. Righttouse asset
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:

i. Theleaseterm (using a revised discount rate);

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

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

iv. 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.
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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 has measured the right of use of asset applying a cost model, depreciation requirements
of NRs. 42,992,430 is recognized as depreciation & amortizations and finance charges payable of
NRs. 32,215,272 is recognized as Interest expenses over the period of the lease based on the lessee’s

incremental borrowing rate so as to give a constant rate of interest on the remaining balance of the
liability. The leased assets of NRs. 162,397,323 are capitalized and included in property & Equipment
and the corresponding liability of NRs. 177,445,770 to the lessor is included in other liabilities.

Particulars Right to Use Assets (Lease) Lease Liability

Value at Shrawan 1, 2081 51,285,560 95,208,624
Re-estated as per NFRS 16 154,104,192 110,181,128
Adjusted Opening Balance 205,389,752 205,389,752

Addition During the Year

Add: Finance Charges 32,215,272
Less:Depreciotion/Amortizotion 42,992,430

Less: Payment of Lease Rent 60,159,254
Value in Ashad End 2082 162,397,323 177,445,770

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.

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.

3.17. 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.
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3.18. Share Capital and Reserves

a. 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.
b. Reserves

The reserves include regulatory and free reserves.

e 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.

e 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.

e  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.

e 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.

e 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 2082 not recovered till Shrawan 15, 2082,
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 2081/82:

Accured Interest 577,464,230
Interest on Stage 3 Loan 225,086,779
Interest Received 2082.04.15 15,479,989
Net Interest Receivable for RRP Calculation 336,897,462
Less: Staff Bonus effect 33,689,746
Less: Tax Effect 90,962,316
Retained earning after Bonus & Tax 212,245,400
General Reserve 42,449,080
CSR Reserve 2,122,454
Net Regulatory Reserve 167,673,866

1A 0¢9[¢R

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.

Other reserve

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

Particulars CSRFund Training Assets Actuary Total Investment Exchange Total Other
Reserve Fund Revaluation Reserve Related Fluctuation Reserve
Reserve Reserve Reserve Reserve
Balance at Ashad 8,185,540 19,237,331 38,025,854 2,128,029 67,576,753 2,500,000 446,809 70,523,563
31,2081
Adjusted Opening 8,185,540 19,237,331 38,025,854 2,128,029 67,576,753 2,500,000 446,809 70,523,563

Transfer from = - ,
Investment
Adjustment Reserve

Transfer to Employee 13,033,541 13,033,541 13,033,541
Training Fund

Utilization from (8,531,074) (8,531,074) (8,531,074)
Employee Training

Fund

Transfer to CSR Fund 6,456,280 6,456,280 6,456,280
Utilization from CSR (3,573,436) (3,573,436) (3,573,436)
Fund

Transfer from 5,983 5,983

Exchange Fluctuation
Reserve

ocl (4,996,954) | (4,996,954) (4,996,954)
Balance at Ashad 1,068,384 | 23,739,798 | 38,025,854 | (2,868,926) 69,965,110 2,500,000 452,793 72,917,903
32,2082
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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.

3.20 segmental 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 Cash and cash equivalent

Particulars As on Ashad 32, 2082 As on Ashad 31, 2081
Cash in Hand 739,528,434 767,851,600
Balances with B/Fis 4,578,969 14,109,393
Money at call and short notice 1,373,786,616 1,442,072,797
Other (Interbank Lending) - -
Total 2,117,894,019 2,224,033,789

4.2 Due from Nepal Rastra Bank

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

Statutory balances with NRB 3,273,571,333 2,738,488,699
Securities purchased under resale agreement - -
Other deposit and receivable from NRB = =

Total 3,273,571,333 2,738,488,699

4.3 Placements with Bank and Financial Institutions

Particulars
Placement with domestic B/FIs
Placement with Foreign B/FIs
Less: Allowances for impairement
Total

As on Ashad 32, 2082

As on Ashad 31, 2081

4.4 Derivative Financial Instruments

Particulars

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, 2082

As on Ashad 31, 2081

4.6 Loans and advances to B/Fis

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Loan to Microfinance Institutions 1,376,674,698 1,820,756,976
Interest Receivables 1,057,516 1,413,056
Less: Allowances for Impairment (63,639,839) (71,560,294)
Total 1,314,092,375 1,750,609,738
”'a qoalt e wfraes Q09

v
| ama. 20¢9/eR



4.6.1 Allowances for Impairment

Particulars FY 2081-82 FY 2080-81
Balance as at Shrawan 1 71,560,294 75,990,199
Impairment loss for the year:
Charge for the year (7,920,456) (4,429,905)
Recoveries/ Reversal
Amount written off
Balance as at Ashad end 63,639,839 71,560,294
4.7 Loans and advances to customers
Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Loans and advances measured at amortized cost 59,373,978,777 53,519,970,225
Less: Impairment allowances
Individual Impairment - (641,683,355)
Portfolio Impairment (2,466,856,640) (866,851,677)
Net amount 56,907,122,137 52,011,435,193
Loan and advances measured at FVTPL - -
Total 56,907,122,137 52,011,435,193
4.7.1 Analysis of loan and advances - By product
Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Product
Term Loan 23,510,925,050 20,488,563,919
Overdraft 673,911,343 864,080,300
Cash Credit Loan 10,120,232,235
Trust Receipt Loqn/lmport Loan = =
Short Term Working quitaI/Demqnd Loan 670,997,243 626,971,805
Residential Personal Home Loan 4,444,680,835 3,693,700,092
Real Estate Loan 4,936,592,547 2,238,569,028
Margin Nature Loan 2,331,211,324 1,781,295,364
Hire Purchase Loan 876,265,307 991,759,235
Deprived Sector Loan 3,091,444,959 1,360,269,854
Bills Purchased - -
Other Product 9,224,346,746 20,656,996,405
Staffs Loans 518,725,950 462,547,578
Sub-total 60,399,333,539 53,064,753,579
Interest Receivable 351,319,936 455,216,646
Grand Total 60,750,653,475 53,519,970,225

4.7.2 Analysis of loan and advances - By Currency

Particulars
Nepalese Rupee
Indian Rupee
United States Dollar
Great Britain Pound
Euro
Japanese Yen
Chinese Yuan
Other

Grand Total

As on Ashad 32, 2082
60,750,653,475

60,750,653,475

As on Ashad 31, 2081
53,519,970,225

53,519,970,225

0%
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4.7.3 Analysis of loan and advances - By Collateral

Particulars As on Ashad 32,2082 As on Ashad 31, 2081
Secured
Moveable/Immoveable Assets 58,874,835,519 51,084,095,685
Gold and Silver
Guarantee of Domestic BFls 1,376,674,702 1,852,941,420
Government Guarantee - -
Guarantee of International Rated Bank - -
Collateral of Export Document - -
Collateral of Fixed Deposit Receipt 362,949,577 537,918,890
Collatereal of Government Securities = =
Counter Guarantee - -
Personal Guarantee 136,193,677 45,014,230
Other Collateral
Sub Total 60,750,653,475 53,519,970,225
Unsecured - -
Grand Total 60,750,653,475 53,519,970,225

4.7.4 Allowances for Impairment

Particulars As on Ashad 32, 2082 As on Ashad 31, 2081
Specific allowances for impairment
Balance at Shrawan 1 641,683,355 300,446,695
Impairment loss for the year: (641,683,355) 341,236,660
Charge for the year (841,683,355) 341,236,660
Recoveries/reversal during the year
Write- offs - -
Exchange rate variance on foreign currency
Other movement
Balance at Ashad end = 641,683,355
Collective allowances for impairment
Balance at Shrawan 1 866,851,677 712,619,747
Impairment loss for the year: 1,600,004,964 154,231,930
Charge/(reversal) for the year 1,600,004,964 154,231,930
Exchange rate variance on foreign currency - -
Other movement = =
Balance at Ashad end 2,466,856,640 866,851,677
Total allowances for impairment 2,466,856,640 1,508,535,032

4.8 Investmentin securities

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

Investment securities designated at FVTPL - -

Investment securities measured at amortized cost 14,643,649,110 13,134,851,714
Investment in equity measured at FVTOCI 649,926,934 469,354,089
Total 15,293,576,045 13,604,205,803

4.8.1Investment in securities measured at amortized cost

Particulars As on Ashad 32, 2082 As on Ashad 31, 2081

Debt Securities - -
Government Bond 11,643,649,110 9,283,351,714
Government treasury bills 100,000,000 350,000,000
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposit instruments 2,900,000,000 3,500,000,000
Other - 1,500,000
Less: Specific allowances for impairment - -

Total 14,643,649,110 13,134,851,714

*Accured interest receivables on government Securities included in Government Bond .
S,i:a qualt ¥ ufaaes Q09
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4.8.2 Investment in equity measured at fair value through other Other comprehensive income

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

Equity Instrument
Quoted equity securities
Unquoted equity securities

Total

592,181,834
57,745,100
649,926,934

413,608,989
55,745,100
469,354,089

4.8.3 Information relating to investment in equities

Particulars

Ason Ashad, 2082

Cost

Fair Value

As on Ashad 31, 2081
Cost Fair Value

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

7
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Investment in quoted equity

Aarambha Chautari Laghubittya Bittiya Sastha Ltd

69,660 Promoter Share of Rs. 100 each
Asian Life Insurance Co. Limited

3 Bonus Share of Rs. 100 each

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

Citizen Mutual Fund 2

250,000 Units of Rs. 10 each

Global Ime Balance Fund 1

500,000 Units of Rs. 10 each

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

16,670 Units of Rs. 10 each

Nabil Balance Fund -2

309,099 Units of Rs. 15.44 each
National Life Insurance Co. Ltd.

38,389 Share of Rs. 100 each

Nepal Life Insurance Co. Ltd.

5,501 Share of Rs. 100 each

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

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

Ngadi Group Power Limited

9 Bonus Share of Rs. 100 each

NLG Insurance Company Ltd

1Bonus Share of Rs. 100 each

Neco Insurance Ltd

4 Bonus Share of Rs. 100 each

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

Nmb Sulav Fund II

250,000 Units of Rs. 10 each

Nibl Sahbhagita Fund

740,000 Units of Rs. 10 each

Nic Asia Growth Fund

500,000 Units of Rs. 10 each

Nmb 50 Mutual Fund

450,000 Units of Rs. 10 each
Siddhartha Equity Fund

2,067,748 Units of Rs. 10 each
Siddhartha Investment Growth Scheme
5,000,000 Units of Rs. 10 each

Sanima Growth Fund

400,000 Units of Rs. 10 each

Nabil Flexi Cap Fund

2,000,000 Units of Rs. 10 each

Nibl Growth Fund

3,000,000 Units of Rs. 10 each

Prabhu Select Fund (PSF)

500,000 Units of Rs. 10 each

NIBL Stable Fund

250,000 Units of Rs. 10 each

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

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

NMB Hybrid Fund-II

150,000 Units of Rs. 10 each
Machhapuchchhre Capital Mutual Fund
500,000 Units of Rs. 10 each

Vision Lumbini Urja Company Ltd.
500,000 Share of Rs. 100 each
Dhaulagiri Laghubitta Bittiya Sanstha Limited
11,250 Promoter Share of Rs. 100 each
Sahas Urja Limited

479 Bonus Share of Rs. 100 each

qualt a1ffe ufdae

5,000,000 37,874,490 5,000,000 16,725,366

100 1,495 100 1,869

1,521,567 1,222,134 1,521,567 968,595

2,500,000 2,670,000 2,500,000 2,557,500

5,000,000 5,455,000 5,000,000 4,550,000

7,285,700 23,887,513 7,285,700 21,019,245

3,303,800 8,136,012 3,303,800 7,830,199

166,700 166,533 166,700 130,026

4,77,334 3,124,991 4,771,334 2,781,891

24,333,480 23,938,613 1104,033 946,050

4,434,095 4,252,108 - 619

- 3,386 - 2,800

- 1,401 - 1,440

800 3588 140,595 171,864

- 779 2,951,636 4,025,373

100 2,841 2,725,879 3,367,408

- 64518 - -

2,500,000 2,822,500 2,500,000 2,650,000

7,400,000 7,395,000 7,400,000 7,920,000

5,000,000 4,760,000 5,000,000 4,100,000

4,500,000 4,810,500 4,500,000 4,518,000

20,677,480 21277027 | 20,677,480 17,348,406

50,000,000 52,500,000 | 50,000,000 47,450,000

4,000,000 4,128,000 4,000,000 4,056,000

20,000,000 20,000,000 | 20,000,000 | 20,000,000

30,000,000 29,580,000 | 30,000,000 31,920,000

5,000,000 5,735,000 5,000,000 4,805,000

2,500,000 2,472,500 2,500,000 2,500,000
30,000,000.00 | 29,700,000.00
10,000,000.00 | 9,950,000.00
1,500,000.00 | 1359,000.00
5,000,000.00 | 4,965,000.00

50,000,000 153,017,500 | 50,000,000 | 132,250,000

1,500,000 8,541,731 1,500,000 7,646,625

306,579 3,053,313 308,810

90C




36 | APl Power Company Ltd

52,500 Share of Rs. 100 each 1,676,174.32 | 15,535,800.00
37 | Sagarmatha Lumbini Insurance Com Ltd

25,262 Share of Rs. 100 each 20,422,144.36 18,342,485.58
38 | Siddhartha Premium Insurance Ltd

15,436 Share of Rs. 100 each 14,441,523.35 12,971,642.60
39 | CEDB Hydropower Development Com Ltd

13,747 Share of Rs. 100 each 20,932,472 36,319,437 2,544,432 4,056,500
40 | Citizen Investment Trust

15,177 Share of Rs. 100 each 36,546,107.75 | 29,985,502.44
41 | Reliable Samriddhi Yojana

500,000 Units of Rs. 10 each 5,000,000.00 4,965,000.00
42 | Citizens Mutual Fund

5,00,000 Units of Rs. 10 each - - 5,000,000 4,820,000
43 | N.LC. Asia Mutual Fund

750,000 Units of Rs. 10 each - - 7,500,000 7,425,000
44 | Butwal Power Company Ltd.

5709 shares of Rs. 894.42 - - 3,104,530 1,769,790
45 | Sanima Equity Fund

600,000 units of Rs. 100 each - - 6,000,000 6,546,000
46 | Arun Kabeli Hydro Power Company Limited

524 shares of Rs. 251.32 each = . 131,692 96,940
47 | ArunVally Hydropower Limited

19,440 shares of Rs.211.69 each - - 415,272 3,458,376
48 | Mountain Energy Limited

4,600 shares of Rs. 723.93 each - - 3,330,212 2,746,200
49 | Synergy Power Development

1,500 shares of Rs. 235.39 each - - 353,087 382,350
50 | Upper Hewakhola Hydropower Limited

4,980 shares of Rs. 411.73 each - - 2,050,428 2,322,174
51 | Asian Life Insurance Company Limited.

4,564 shares of Rs. 458.25each - - 2,091,431 2,843,372
52 | Life Insurance Co. Limited.

1,300 shares of Rs. 1402.65 each - - 1,823,442 1,869,400
53 | Rastriya Beema Company Limited

150 shares of Rs.14,321.41 each = - 2,148,212 2,023,500
54 | United Ajod Insurance Company Limited

4,200 shares of Rs. 385.58each - - 1,619,431 2,771,055
55 | Bottlers Nepal Company Limited

300 shares of Rs. 13,797.92 each - - 4,139,375 3,900,000
56 | Himalayan Distillery Limited

1,440 shares of Rs. 2,206.8 each - - 3,177,798 2,192,256
57 | Nepal Doorsanchar Company Limited

4,000 shares of Rs.925.38 each - - 3,701,501 3,380,000
58 | Citizen Investment Trust

1,400 shares of Rs. 2,069.77 each - - 2,897,681 3,403,750
59 | Emerging Nepal Limited

2,030 shares of Rs. 657.72 each - - 1,335,177 2,249,240

Subtotal 416,913,579 592,181,834 | 299,665,839 | 413,608,988

Investment in Unquoted equity
1 Banking & Financial Institute Ltd

25,000 Share of Rs. 100 each 2,500,000 2,750,000 2,500,000 2,750,000
2 Banking & Financial Institute Ltd

20,000 Share of Rs. 100 each 2,000,000 2,000,000 - -
3 Trust Micro Insurance

525,000 Promoter Share of Rs. 100 each 52,500,000 52,500,000 52,500,000 52,500,000
4 Nepal Clearing House Ltd

4,921 Share of Rs. 100 each 412,600 495,100 412,600 495,100

Subtotal 57,412,600 57,745,100 55,412,600 55,745,100

Grand Total 474,326,179 649,926,934 | 355,078,439 | 469,354,088

4.9 cCurrent tax Assets/Liability

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081

Current tax assets 393,198,076 390,182,058
Current year Income Tax Assets 393,198,076 390,182,058
Tax Assets - -
Current tax liabilities 279,111,965 333,704,508
Current year Income Tax Liabilities 279,111,965 333,704,508
Tax Liabilities of Prior Periods -
279,111,965 333,704,508

Total of income tax assets/(liabilities) 114,086,111 56,477,550

¢
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4.10 Investment In subsidiaries

Particulars
Investment in Quoted Subsidiaries
Investment in Unquoted Subsidiaries
Total Investment
Less: Impairment Allowances
Net Carrying Amount

As on Ashad 32, 2082

As on Ashad 31, 2081

4.10.1Investment In quoted subsidiaries

Particulars

As on Ashad 32, 2082

Cost Fair Value

As on Ashad 31, 2081

Cost Fair Value

........ shares of Rs... Each
Total

4.10.2 Investment In unquoted subsidiaries

Particulars

As on Ashad 32, 2082

Cost Fair Value

As on Ashad 31, 2081

Cost Fair Value

Total

Particulars

Percentage of owneship

As on Ashad 32, 2082

As on Ashad 31, 2081

4.10.4: Non Controlling Interest of the Subsidiaries

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 32,
2082

As on Ashad 32,
2082

Equity Interest held by NCI (%)

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

990
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4.11 Investment In associates

Particulars

As on Ashad 32, 2082
Cost Fair Value

As on Ashad 31, 2081
Cost Fair Value

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

Net Carrying Amount

4.11.1Investment In quoted associates

Particulars

As on Ashad 32, 2082

Cost Fair Value

As on Ashad 31, 2081

Cost Fair Value

Total

4.11.2 Investment In unquoted associates

Particulars

Total

As on Ashad 32, 2082
Cost Fair Value

As on Ashad 31, 208l
Cost Fair Value

4.11.3 Information relating to associates of the bank

Particulars

Percentage of owneship

As on Ashad 32, 2082

As on Ashad 31, 2081

4.11.4: Equity value of associates

Particulars

Group

As on Ashad 32, 2082

As on Ashad 31, 2081

4.12 Investment Properties

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

Investment Properties measured at Fair Value
Balance as on Shrawan 01, 2080
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, 2080 130,017,343 90,325,068

Addition/(Disposal) during the year 21,977,652 39,692,275

Adjustment/Transfer -

Accumulated depreciation =

Accumulated impairment loss -

Net Amount 151,994,995 130,017,343
Total 151,994,995 130,017,343

\'ytla qualt a1 uftaes 999
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4.14 Goodwill and Intangible Assets

Particulars Goodwill Software Total Ashad end
2080
Purchased Developed
Cost
As on Shrawan 012080 118,496,289 26,289,819 = = 144,786,108
Addition during the year - 13,252,207 - - 13,252,207
Acquisition 13,252,207 - - 13,252,207
Capitalization - - - -
Disposal during the year = = = = =
Adjustment/Revaluation - - - -
Balance as on Ashad end 2081 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 - - - -
Adjustment/Revaluation - (840,720) - - (840,720)
Balance as on Ashad end 2082 118,496,289 41,608,796 - - 160,105,085
Amortisation and Impairment
As on Shrawam 01. 2080 = 14,649,747 = = 14,649,747
Amortisation charge for the year - 3,918,681 - - 3,918,681
Impairment for the year - - - - -
Disposals - - - -
Adjustment - - - -
As on Ashad end 2081 - 18,568,429 - - 18,568,429
Amortisation charge for the year = 5,096,167 = = 5,096,167
Impairment for the year - - - -
Disposals = S = = =
Adjustment - (416,414) - - (416,414)
As on Ashad end 2082 - 23,248,182 = = 23,248,182
Capital Work in Progress
Net Book Value
As on Ashad end 2080 118,496,289 11,640,071 - - 130,136,360
As on Ashad end 2081 118,496,289 20,973,597 = = 139,469,886
As on Ashad end 2082 118,496,289 18,360,613 - - 136,856,902

4.15 Deferred Taxes Assets/(Liabilities)
Particulars

Deferred tax on temporary differences on following items

Loans and Advances to BFls

Loans and Advances to Customers

Investment Properties
Investment Securities
Property and Equipment

Employees' Defined Benefit Plan

Employees’ Leave Liability
Lease Liabilities

Provisions LLP

Other Temporary Differences

Deferred tax on temporary differences

Deferred tax on carry forward of unused tax losses

Deferred tax due to changes in tax rate

Net Deferred Tax Asset (Liabilities) as on year end of 2081/82
Recognized in Profit of Loss

Recognized in Other Comprehensive Income

Recognized directly in equity

Deferred Tax (Asset)/ Liabilities as on Shrawan 1, 2081
origination/(Reversal) during the year

Deferred Tax (expense)/ income recognized in profit or loss
Deferred Tax (expense)/ income recognized in Other Comprehensive
Income

Deferred Tax (exgense)/income recognized directly in equity

Deferred
Tax Assets

(52,680,227)
(36,178,271)
8,527,052
140,672
53,233,731

(26,957,043)

Deferred
Tax
Liabilities

As on Ashad
32,2082

Net Deferred
Tax Assets
[(Liabilities)

(52,680,227)
(36,178,271)
8,527,052
140,672
53,233,731

(26,957,043)

(26,957,042)
17,142,322
(50,882,022)
6,782,658
41,311,498
14,354,456

30,610,435
(16,831,065)

575,085

qualt a1ffe ufdae
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Particulars

Deferred tax on temporary differences on following items
Loans and Advances to BFls
Loans and Advances to Customers
Investment Properties
Investment Securities
Investment In Associates
Property and Equipment
Employees’ Defined Benefit Plan
Employees’ Leave Liability
Lease Liabilities
Provisions LLP
Other Temporary Differences
Deferred tax on temporary differences
Deferred tax on carry forward of unused tax losses
Deferred tax due to changes in tax rate
Net Deferred Tax Asset (Liabilities) as on year end of 2080/81

Deferred Tax
Assets

(39,005,203)
(34,282,695)
(3,452,532)
2,677,652
4,188,692
28,562,587

(41,311,498)

Deferred
Tax
Liabilities

As on Ashad
31,2081

Net Deferred
Tax Assets
/(Liabilities)

(39,005,203)
(34,282,695)
(3,452,532)
2,677,652
4,188,692
28,562,587

(41,31,498.12)

(41,311,498.12)

Recognized in Profit of Loss (13,468,113)
Recognized in Other Comprehensive Income (34,050,958)
Recognized directly in equity 6,207,573
Deferred Tax (Asset)/ Liabilities as on Ashad end, 2081 42,733,591
origination/(Reversal) during the year 1,422,093
Deferred Tax (expense)/income recognized in profit or loss 16,274,718
Deferred Tax (expense)/income recognized in Other Comprehensive (21,060,198)
Income
Deferred Tax (expense)/income recognized directly in equity 6,207,573
4.16 Other Assets
Assets held for Sale = =
Other Non-Banking Assets - -
Total Other Assets - -
Bills Receivable - -
Accounts Receivable 124,563,329 158,549,118
Other Adjustment - -
Prepayments and Deposits 1,339,439 1,345,100
Advance Income Tax - -
Deferred Employee Expenditure 179,692,502 206,831,431
Other 23,303,797 23,887,068
Stationery Stock 22,201,949 22,777,531
Commission Receivable
Deposit 537,700 546,700
Others 564,148 562,837
Grand Total 328,899,067 390,612,717

4.17 Due to Bank and Financial Institutions

Money Market Deposits

Interbank Borrowing

Other Deposits from BFls
Settlement and Clearing Accounts
Other Deposits from BFls

Total

Ason Ashad 32,2082 Ason Ashad 31, 2081

725,979,531

725,979,531

369,025,734

369,025,734

7
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4.18 Due to Nepal Rastra Bank

Refinance from NRB

Standing Liquidity Facility

Lender of Last Resort facility from NRB
Securities sold under repurchase agreements
Other Payable to NRB

Total

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081

4.19 Derivative Financial instruments

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

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081

4.20 Deposits from customers

Particulars

As on Ashad 32,2082 Ason Ashad 31, 2081

Institutions Customers: 13,463,855,461 13,493,029,065
Term deposits 8,580,481,062 9,498,315,930
Call deposits 3,5672,223,327 2,987,857,384
Current deposits 1,298,413,322 891,616,531
Other 12,737,750 115,239,220
Individual Customers: 58,303,272,984 52,463,195,281
Term deposits 26,959,309,770 30,405,738,058
Saving deposits 31,303,136,744 22,049,528,023
Current deposits 40,826,470 7,929,200
Other - -
Total 71,767,128,445 65,956,224,347
4.20.1 Currency wise analysis of deposit form customers
Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Nepalese Rupee 71,767,128,445 65,956,224,347
Indian Rupee - -
United State dollar = =
Great Britain pound - -
Euro - -
Japenese yen - -
Chinese Yuan = =
Other - -
Total 71,767,128,445 65,956,224,347
{}fa qualt a1ffe ufdae 9y
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4.21 Borrowings

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081

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

4,610,241

4,610,241

4,610,241

4.22 Provisions

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081

Provisions for redundancy

Provision for restructuring

Pending legal issues and tax litigation
Onerous contracts

Other

Total

4.22.1 Movement in Provisions

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081

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

4.23 Other Liabilities

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081

Liabilities for emloyees defined benefit obligations 28,423,507 8,925,508
Liabilities for leave 468,907 13,962,307
Short term employee benefits = S
Bills payable - -
Creditors and accruals 78,342,332 90,164,238
Interest payable on deposits 7,909,473 5,160,655
Interest payable on borrowing - -
Liabilities on defered grant income - -
Unpaid Dividend - -
Employee bonus payable 99,609,002 17,276,392
Other Liabilities 234,314,095 157,852,796
Audit Fee Payable 4,659,220 2,389,258
TDS Payable 51,946,658 59,993,780
Liabilities under Operating Lease 177,445,770 95,208,624
Others 262,446 261,135
Total 449,067,316 393,341,895
S{a qualt a1ffe ufdae Q9g,
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4.23.1. A Defined Benefit Obligation
The amounts recognised in the statements of financials positions are as follows :

Particulars FY 2081-82 FY 2080-81
Present value of unfunded obligations m,397,440 82,810,031
Present value of funded obligations - -
Total present value of obligations 111,397,440 82,810,031
Fair value of plan assets 82,973,933 73,884,523
Present value of net obligations 28,423,507 8,925,508
Recognised liability for defined benefit obligations 28,423,507 8,925,508

4.23.2: Plan Assets
Plan assets comprise

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081
Equity securities = -
Government bonds - _

Bank deposit - -
Other 82,973,933 73,884,523
Total 82,973,933 73,884,523
*OtherAssets 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 defined benefit obligations

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081

Defined benefit obligations at Shrawan 1 82,810,031 70,527,221
Transfer from Adjustment - -
Actuarial losses/Gain 6,719,499 2,212,719
Benefits paid by the plan (2,678,169) (3,605,143)
Benefits paid outside the plan = =
Current service costs; Past Service Cost and interest 24,546,079 13,675,234
Defined benefit obligations at Ashad end 1,397,440 82,810,031

4.23.4: Movement in the fair value of plan assets

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Fair value of plan assets at Shrawan 1 73,884,523 78,591,641
Contributions paid into the plan 6,431,106 -
Adjustment of Opening Fund (975,238)
Benefits paid during the year (2,678,169) (3,605,143)
Actuarial (losses) gains (419,007) 81,216
Transfer in/(out) (8,064,420)
Expected return on plan assets 6,730,718 6,881,229
Fair value of plan assets at Ashad end 82,973,933 73,884,523

4.23.5: Amount recognised in profit or loss

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Current service costs 17,213,694 7,501,452
Past service costs - -
Acquistion Adjustemnt
Past service costs (Vested)

Interest on obligation 7,332,385 6,173,782
Expected return on plan assets (6,730,718) (6,881,229)
Total 17,815,361 6,794,005

4.23.6: Amount recognised in other comprehensive income

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081
Acturial (gain)/loss 7,138,506 2,131,503
Total 7,138,506 2,131,503
(a qoalt e wfraes 990
S | 37a. R0¢9/¢R



4.23.7: Actuarial assumptions

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081
Discount rate 9% 9%
Expected return on plan asset 9% 9%
Future salary increase 4% 4%
Withdrawal rate 5% 5%

4.23.1. B Long Term Benefit Obligation
The amounts recognised in the statements of financials positions are as follows :

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081
Present value of unfunded obligations
Present value of funded obligations 59,664,282 58,728,845
Total present value of obligations 59,664,282 58,728,845
Fair value of plan assets 59,195,375 44,766,538
Present value of net obligations 468,907 13,962,307
Recognised liability for Long Term Obligation 468,907 13,962,307

4.23.2: Plan Assets
Plan assets comprise

Particulars
Equity securities
Government bonds

As on Ashad 32, 2082

As on Ashad 31, 2081

Bank deposit = =
Other 59,195,375 44,766,538
Total 59,195,375 44,766,538

*OtherAssets 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 32, 2082
Defined benefit obligations at Shrawan 1 58,728,845
Acquisition adjustment -
Actuarial losses/Gain (2,345,398)
Benefits paid by the plan (7,667,910)
Current service costs; Past Service Cost and interest 10,948,745
Defined benefit obligations at Ashad end 59,664,282

As on Ashad 31, 2081
47,829,310

7,226,828

(6,679,136)

10,351,843

58,728,845

4.23.4: Movement in the fair value of plan assets

Particulars Ason Ashad 32,2082 Ason Ashad 31, 2081

Fair value of plan assets at Shrawan 1
Adjustment to Opening Fund
Contributions paid into the plan
Benefits paid during the year
Actuarial (losses) gains

Expected return on plan assets

Fair value of plan assets at Ashad end

44,766,538
975,238
16,456,709
(7,667,910)
152,544
4,512,256
59,195,375

33,219,816
8,064,420
6,545,074
(6,679,136)
791,448
2,824,916
44,766,538

4.23.5: Amount recognised in profit or loss

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081
Current service costs 6,008,205 6,465,790
Past service costs-(non Vested) - -
Past service costs (Vested) - -
Acturial gain/(loss) (2,497,942) 6,435,380
Interest on obligation 4,940,540 3,886,053
Expected return on plan assets (4,512,256) (2,824,916)
Total 3,938,547 13,962,307
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4.23.6: Amount recognised in other comprehensive income

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

Acturial (gain)/loss
Total

4.23.7: Actuarial assumptions

Particulars
Discount rate
Expected return on plan asset
Future salary increase
Withdrawal rate

As on Ashad 32, 2082
9%

9%
4%

5%

As on Ashad 31, 2081
9%
9%
4%
5%

4.24 Debt secutities issued

Particulars

As on Ashad 32, 2082

As on Ashad 31, 2081

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

Debt securities issued at amortised cost
Total

4.25 Subordinate Liabilities

Particulars
Redeemable preference shares

Irredemable cumulative preference shares (liabilities
component)

Other

Total

As on Ashad 32, 2082

As on Ashad 31, 2081

4.26 Share Capital

Particulars
Ordinary Shares
Convertible Preference Shares (Equity component)
Irredemable Preference Shares (Equity component)
Perpetual debt (Equity component only)
Total

As on Ashad 32,2082
4,875,701,680

4,875,701,680

As on Ashad 31, 2081
4,733,690,951

4,733,690,951

4.26.1 share capital detail

Particulars

Authorised capital
80,000,000 Ordinary Share of Rs.100 each
Issued Capital
47,336,909.51 Ordinary Share of Rs. 100 each (FY 2080-81)
48,757,016.80 Ordinary Share of Rs. 100 each (FY 2081-82)
Suscribed and paid up capital
47,336,909.51 Ordinary Share of Rs. 100 each (FY 2080-81)
48,757,016.80 Ordinary Share of Rs. 100 each (FY 2081-82)

Total

As on Ashad 32, 2082

8,000,000,000

4,875,701,679.54

4,875,701,680
4,875,701,680

As on Ashad 31, 2081

8,000,000,000

4,733,690,951

4,733,690,951

4,733,690,951

4.26.2 Ordinary Share Ownership

Particulars

% of holding

As on Ashad 32, 2082

Amount

As on Ashad 31, 2081
% of holding

Amount

Domestic ownership 100.00% 4,875,701,680 100.00% 4,733,690,951
Nepal Government
"A" Class licenced institutions
Other Licenced institutions
Other institutions & individuals
Public 49.00% | 2,389,093,823 49.00% 2,319,508,566
Other 51.00% | 2,486,607,857 51.00% 2,414,182,385
Foreign Ownership
Total 100% | 4,875,701,680 100.00% 4,733,690,951
S{a qualt a1ffe ufdae qqU
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List of Shareholders holding more than 0.5% shares

Name
Thaneshor Poudel
Dhanendra Karki
Bal Krishna Bhusal
Dilip Raj Maskey
Rajendra Prasad Shrestha
Bhuwan Bhandari
Mrigendra Prasad Shrestha
Krishna Prasad Sharma
Krishna Prasad Bhandari
Janak Pradhan
Ishwari Prasad Paudyal
Surendra Prasad Shrestha
Bheshraj Pandey
Mina Kumari Shrestha
Kedar Man Kakshapati
Meghraj Kakshapati
Bishnu Prasad Sharma
Maheshwor Prasad Shrestha
Suresh Kumar Dharewal
Hari Prasad Pradhan
Suraj Upreti
Dan Bahadur Kunwar Chhetri
Birendra Bhusal
Bhawa Laxmi Shrestha
Narayan Prasad Agrawal
NIBL Sahabhagita Fund

No of Share
1,112,799
487,830
475,538
385,562
367,247

365,121
334,506
309,488
307,400
293,275

291,643
291,642

291,214
285,883

278,261
278,257

276,916
274,205

271,238
269,387

253,119
247,062
248,743
245,036
243,934
307,752

Amounts NPR
111,279,900
48,783,000
47,553,800
38,556,200
36,724,700
36,512,100
33,450,600
30,948,800
30,740,000
29,327,500
29,164,300
29,164,200
29,121,400
28,588,300
27,826,100
27,825,700
27,691,600
27,420,500
27,123,800
26,938,700
25,311,900
24,706,200
24,874,300
24,503,600
24,393,400
30,775,200

Percentage

2.28%
1.00%
0.98%
0.79%
0.75%
0.75%
0.69%
0.63%
0.63%
0.60%
0.60%
0.60%
0.60%
0.59%
0.57%
0.57%
0.57%
0.56%
0.56%
0.55%
0.52%

0.51%

0.51%
0.50%
0.50%
0.63%

Paid up share capital of the Bank has moved over the years as follows:

a

2069 Ashad 234,000,000
Issue of Bonus Share 63,972,800
Merger Resunga Bikas Bank 85,863,600 Meger
2070 Ashad 383,836,400
Issue of Bonus Share 57,575,500
Issue of Right Share 166,055,600
2071 Ashad 607,467,500
Issue of Right Share 25,862,600
Issue of Bonus Share 170,999,200
2072 Ashad 804,329,300
Merger of Gaumukhi Bikas Bank 64,089,792 Meger
Issue of Bonus Share 234,473,208
2073 Ashad 1,102,892,300
Issue of Bonus Share 275,723,100
2074 Ashad 1,378,615,400
Issue of Bonus Share 244,049,860
2076 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
2080 Ashad 4,283,883,213
Issue of Bonus Share 449,807,737
2081 Ashad 4,733,690,951
Issue of Bonus Share 142,010,729
2082 Ashad 4,875,701,679
qualt a1ffe ufdae 20
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4.27 Reserves

Particulars As on Ashad 32,2082 As on Ashad 31, 2081

Statutory general reserve 1,261,833,626 1132,324,638
Capital redemption reserve - -
Regulatory reserve 381,829,313 458,021,223
Investment adjustment reserve 2,500,000 2,500,000
Capital reserve = =
Fair value reserve 122,920,528 79,992,955
Dividend equalisation reserve = =
Other Reserve 70,417,903 68,023,562
Actuarial gain/loss reserve (2,868,926) 2,128,029
Assets revaluation reserve 38,025,854 38,025,854
Exchange equilisation reserve 452,792 446,809
Corporate social responsibility reserve 11,068,384 8,185,540
Staff Training Fund 23,739,798 19,237,331

Total 1,839,501,370 1,740,862,378

4.28 Contingent liabilities and commitments

Particulars As on Ashad 32,2082 Ason Ashad 31, 2081

Contingent liabilities

Undrawn and undisbursed facilities
Capital commitment

Lease Commitment

Litigation

Total

373,232,944 386,989,225
1,394,461,657 264,145,182
1,767,694,601 651,134,407

4.28.1: Contingent Liabilities

Particulars

Acceptance and documentary credit
Bills for collection

Forward exchange contracts
Guarantees

Underwriting commitment

Other commitments

Total

As on Ashad 32,2082 Ason Ashad 31, 2081

373,232,944
373,232,944

386,989,225
386,989,225

4.28.2: Undrawn and undisbursed facilities

Particulars

Undisbursed amount of loans
Undrawn limits of overdrafts
Undrawn limits of credit cards
Undrawn limits of letter of credit
Undrawn limits of guarantee
Total

As on Ashad 32,2082 Ason Ashad 31, 2081

1,394,461,657 264,145,182

1,394,461,657 264,145,182

4.28.3: Capital commitments

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

cial statements

Particulars

Ason Ashad 32,2082 Ason Ashad 31, 2081

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

Q9
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4.28.4: Lease commitments

Particulars As on Ashad 32,2082 As on Ashad 31, 2081

Operating lease commitments

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

Not later than 1year
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 1year
Later than 1year but not later than 5 years
Later than 5 years

Sub total

Grand total

4.28.5: Litigation

Particulars

Contingent Tax Liabilities-Income Tax
Total

4.29 InterestIncome

Particulars FY 2081-82 FY 2080-81

Cash and cash equivalent 12,924,837 28,290,474
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 3,418,967 45,260,032
Loan and advances to bank and financial institutions 135,037,150 207,220,784
Loans and advances to customers 5,396,255,083 6,170,732,773
Investment securities 727,170,733 580,793,577
Loan and advances to staff 10,423,477 137,059,436
Other Interest Income - -

Total interest income 6,385,230,245 7,169,357,077

4.30 Interest Expense
Particulars FY 2081-82 FY 2080-81

Due to bank and financial institutions 5,960,999 7,305,724
Due to Nepal Rastra Bank - -
Deposits from customers 3,701,664,962 4,803,054,034
Borrowing - -
Debt securities issued = =
Subordinated liabilities - -
Interest on ROU Assets 32,215,272 8,394,739
Other Charges 1,029,951 353,690

Total Interest expense 3,740,871,184 4,819,108,187

W
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4.31 Fees and commission income

Particulars FY 2081-82 FY 2080-81
Loan administration fees = =
Service fees 182,057,900 190,023,492
Consortium fees
Commitment fees
DD/TT/Swift fees = =
Credit card/ATM issuance and renewal fees 22,243,518 20,761,000
Renewal fees
Prepayment and swap fees 6,231,134 3,734,979
Investment banking fees
Asset management fees
Brokerage fees
Remittance fees 8,104,660 9,990,239
Commission on letter of credit = -
Commission on guarantee contracts issued 5,798,179 5,104,093
Commission on share underwriting/issue = =
Locker rental 1,870,750 1,611,375
Other fees and commision income 111,028,126 102,390,877
Total Fees and Commission Income 337,334,266 333,616,055
4.32 Fees and commission Expense
Particulars FY 2081-82 FY 2080-81
ATM management fees 15,157,850 16,655,203
VISA/Master card fees
Guarantee commission
Brokerage
DD/TT/Swift fees.
Remittance fees and commission - -
Other fees and commission expense 20,280,370 17,255,005
CIC Fees 678,000 600,000
Commission & Discount 224,792 1,292,010
Mobile Banking Expenses 19,062,376 15,097,447
ASBA Application Expenses 315,202 265,548
ATM Card management and Disposal Charges -
Total Fees and Commission Expense 35,438,220 33,910,208
4.33 Net Trading Income
Particulars FY 2081-82 FY 2080-81
Changes in fair value of trading assets i i
Gain/loss on disposal of trading assets - -
Interest income on trading assets i i
Dividend income on trading assets - -
Gain/loss foreign exchange transation = =
Other - -
Net Trading Income = =
4.34 Other Operating Income
Particulars FY 2081-82 FY 2080-81
Foreign exchange revauation gain/Loss 23,934 287,900
Gain/loss on sale of investment securities 17,444,278 (3,368,946)
Fair value gain/loss on investment properties i i
Dividend on equity instruments 10,304,673 10,422,376
Gain/loss on sale of property and equipment 1,339,182 542,954
Gain/loss on sale of investment property
Operating lease income
Gain/loss on sale of gold and silver
Other Operating Income 2,388,347 -
Share of Income of Associates - -
Total 31,500,413 7,884,284
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4.35 Impairment charge/(reversal) for loan and other losses

Particulars FY 2081-82 FY 2080-81
Impairment charge/(reversal) on loan and advances to BFls (7,920,456) (4,429,905)
Impairment chorge/(reversql) on loan and advances to customers 958,321,609 495,468,590
Impairment chorge/(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 charge/(reversal) on investment properties - =
Impairment chorge/(reversql) on Other Assets - -
Total 950,401,153 | 491,038,685
4.36 Personal Expenses
Particulars FY 2081-82 FY 2080-81
Salary 231,000,118 | 229,450,033
Allowances 182,047,840 155,392,938
Gratuity Expense 26,139,161 16,240,617
Provident Fund 23,012,873 22,846,551
Uniform 10,068,820 8,970,000
Training & development expense 8,631,074 6,001,551
Leave encashment 16,800,750 23,776,850
Medical 18,032,437 17,791,838
Insurance 1,524,061 1,256,072
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS 97,547,674 121,594,647
Other expenses related to staff (Retirement Expenses) - -
Subtotal 614,704,809 | 603,321,096
Employees bonus 99,609,002 17,276,392
Grand Total 714,313,811 | 720,597,488
4.37 Other Operating Expenses
Particulars FY 2081-82 FY 2080-81
Directors' fee 1,704,000 1,440,000
Directors’ expense 1,758,075 1,122,430
Auditors' remuneration 7,229,000 5,312,500
Other audit related expense - -
Professional and legal expense 2,047,559 1,276,851
Office administration expense (4.37 A) 152,698,610 | 133,433,437
Operating Lease expense (4.37 B) 82,890,358 | 134,460,894
NFRS Adjustment - -
Corporate social responsibility expense 3,673,436 7,100,685
Donations 30,000 153,750
Onerous lease provisions = =
Other Expenses 27,036,856 16,827,667
Repair & Maintenance Building = =
Repair & Maintenance Vehicle 2,920,892 2,304,857
Repair & Maintenance Others 2,264,835 2,296,871
Repair & Maintenance Mechinary & Equipment 1,998,507 2,018,140
Repair & Maint Office Equipment & Furniture 3,260,678 3,993,680
Share Issue Expenses - 679,434
Celebration Expenses 1,233,282 678,948
Technical Fees 15,358,662 4,855,737
Total 278,967,893 301,128,215
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4.37 A Ofice Administration Expenses

Particulars
Insurance
Postage, Telephone, Internet
Printing & Stationery
Newspaper & Periodicals
Advertisements
Travelling Expenses
Fuel Expenses
Entertainment
AGM Expenses
Annual Fee
Office Expenses/ others
Annual Meeting Fee
Branch Opening Expenses
Local Tax and Rates
Business Promotion Expenses
Fund Transfer Expenses
Merger Expenses
Expense Not Capitalized
Other
Others Expenses
Membership Expenses
ABBS Expenses
Consultancy Fee
Anniversary Expenses
Janitorial Expenses

Total

FY 2081-82

47,907,589
8,106,238
21,605,796
55,350
9,058,321
1,665,602
10,900,042
5,219,658
1,998,446
9,434,323

4,164,843
1,933,916
392,455

1,706,187
28,549,843
4,270,374
1,293,333
6,938,200
2,574,647
3,511,944
9,961,345
152,698,610

FY 2080-81
42,327,812
8,472,660

22,025,803
67,164
6,246,844
1,372,787
9,497,010
4,883,510
1,043,385
8,741,557
270

19,300
3,822,400
2,044,037

307,300

1,781,248
20,510,509
2,924,662
1,462,509
7,336,186
1,145,900
616,138
7,02514
133,433,437

4.37 B Operating Lease Expenses

Particulars

House Rent Expenses
Electricity Expenses
Security Expenses
Total

FY 2081-82
17,601,729
65,288,629
82,890,358

FY 2080-81
56,104,658
18,166,654
60,189,582

134,460,894

4.38 Depreciation and Amortisation

Particulars FY 2081-82 FY 2080-81
Depreciation on property and equipment 117,860,948 | 77,305,940
Depreciation on investment property - -
Amortisation of intangible assets 5,096,167 3,918,681
Total 122,957,115 81,224,621

4.39 Non Operating Income
Particulars FY 2081-82 FY 2080-81
Recovery of Loan written off 1,100,000 500,000
Other Income - -
Total 1,100,000 500,000

4.40 Non Operating expense
Particulars FY 2081-82 FY 2080-81
Loan written off 14,524,252 5,732,499
Redundancy provision - -
Expense of restructuring - -
Other expense. 1,210,279 2,629,982
Total 15,734,530 | 8,362,480
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4.41Income Tax Expenses

4.41.1:
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Particulars FY 2081-82 FY 2080-81

Current Tax Expenses 281,463,467 386,940,801
Current Year 279,502,095 334,219,121
Adjustment for Prior Years 1,961,372 52,721,680
Deferred tax (Expenses)/ Income (30,610,435) (16,274,718)
Origination and Reversal of Temporary Differences (30,610,435) | (16,274,718)
Change in tax Rate
Recognition of Previously unrecognized Tax Losses - -

Total Income tax expense 250,853,032 | 370,666,083
Reconciliation of Tax Expenses and Accounting Profit

Particulars FY 2081-82 FY 2080-81
Profit Before Tax 896,481,019 | 1,055,987,532
Tax Amount at the Rate of 30% 268,944,306 316,796,260
Add: Tax Effect of the expenses that are not deductible for tax purpose 352,771,004 60,928,080
Less: Tax Effect on Exempt Income (731,841) (526,451)
Add/Less: Tax Effect on other Items (339,520,002) 9,742,912
Total Income Tax Expenses 281,463,467 | 386,940,801
Effective Tax Rate 31.40% 36.64%
qualt a1ffe ufdae RQE
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5. Disclosures & Additional Information
5.1 Risk Management

Effective Risk Management is an essential part of the High-Level Control framework. The overall risk

management system is reflected in the ongoing control environment, risk awareness and management

style. Specific roles or responsibilities are 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.

The broad categories of risk the development bank face are credit risk, market risk, liquidity risk, interest

rate risk in the banking book and operational risk. Further, focus on digitization leads 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.

Risk Management Committee:

Development Bank has implemented the Risk Management policy and guideline to streamline the overall

risk management function of the Development Bank.

In compliance with Nepal Rastra Bank Directive No. 6 "Corporate Governance’, the Board of bank has
established a Risk Management Committee with clear terms of reference. As at 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

2 Birendra Bhusal - Audit Committee Co-ordinator
3 Mitramani Pokharel - Head Operation Department
4 Badri Kedar Shrestha - Chief Risk Officer

Co-ordinator
Member
Member

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.

The responsibilities of Risk Management Committee are as follows:

a. Formulate policies and guidelines for identification, measurement, monitoring and

control all major risk categories.

b. Ensuringthe bank has clear,comprehensive and well documented policies and procedure.

0

Defining the bank’s overall risk tolerance in relation to credit risk.

d.  Ensuring that bank’s significant risks exposure is maintained at prudent levels and

consistent with the available capital.

Apart from Board Level Risk Management Committee the other committees and groups as mentioned

below supports for Overall Risk Management.
i. Risk Governance

Risk management committee of the bank has formed to review the credit risk, market risk and liquidity
risk of the bank. Apart from this the bank has formed the Assets Liability Management Committee to
monitor Liquidity risk as well as market risk, AML CFT committee in order to monitor the operational risk.

The committee and subcommittee have effectively discharged their duties & responsibility.

Risk Management Department conducts periodical financial surveillance and monitoring. In addition

to this, the risk management committee analyzes the Stress testing of the bank as required by Nepal

Rastra Bank and its impact and corrective action to mitigate the risk.

\fa quall aTf¥e wfcrae
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Through its risk management framework, the Bank seeks to efficiently manage credit, market and
liquidity risks which arise directly through the Bank’s commercial activities as well as operational,
regulatory and reputational risks which arise as a normal consequence of any business undertaking.
As part of this framework, the Bank uses a set of principles that describe its risk management culture.
The bank has developed Risk Management Policy, Guideline & Framework 2017 to manage Credit risk,
Market risk and liquidity risk.

The maijor risk areas and mitigation mechanism is as given below;

1. 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.

2. 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.
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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.

Risks Potential Risk Risk Mitigants:

Internal Overriding the implemented standard The Bank has implement the well defined
set of polices and processes for the
execution of the every type of task in
branch and department.

The compliance to the same is examined

by Internal Audit Department

Process Risks | operating procedures and processes

on an ongoing basis

People Risks Untrained or under developed | « Ensure employees are well trained on

Information

System
Risks

staffs

Poor HR management

Fraud and Misappropriations
Absenteeism and late attendance
Attrition Risk

Physical Threats
Cyber Attacks
Infrastructure failures
Loss of Data

the basis of their functions.

Ensuring right and adequate staff at
the right place.

Regular internal check and
reconciliations.

Checked through the implementation
of biometric attendance device and
human resource software.

Formal process are in place for
succession planning. Further the
various staffs facilities have been
extended to the employees to retain,
motivate and reduce the attrition
risks

CCTV, access door, panic alarm is
placed in various places.

Use of firewall, antivirus, other
software and regular monitoring.

< Separate disaster recovery site (near
site and far site) has been set up.
- Data back up is kept on regular basis.

External «  Theft or Destruction of Bank's Assets |+«  Physical security of the Bank is under
24 hour surveillance both vide CCTV
and security guard.

«  "Business, Continuity and Disaster
Recovery Policy” are followed in

- case of the unfavorable

Events . Natural Disaster Risk

circumstances due to natural
disasters.

3. Market Risk
Risks arising out of adverse movements in interest rates and equity prices are covered under Market
Risk Management. Market Risk is the potential for loss of earnings or economic value due to adverse
changes in financial market rates or prices. Institution exposure to market risk arises principally from
customer driven transactions.
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In line with Risk Management Guidelines prescribed by NRB, the Bank focuses on risk management in
addition to that Interest rate risk is assessed at a regular interval to strengthen market risk management.
The market risk is managed within the risk tolerances and market risk limits set by ALCO. ALCO regularly
meets, analyze and takes decision over the Market Risk by analyzing the internal as well as external
factor.

Risks arising from the market are Foreign Exchange Risk, Interest Rate Risk and equity risk.

» Foreign Exchange Risk
Foreign exchange risk is the risk of losses arising from the movement of foreign currency exchange
rates. Development Bank has defined the measurement systems that take into account all the sources
of foreign exchange risk. It evaluates the effect of foreign exchange rate changes on profitability and
economic value of assets and liabilities.

* Interest Rate Risk
Interest rate risk is the risk of negative effects on the financial result and capital of the bank caused by
change in interest rate. Development Bank has interest rate risk measurement systems that assess
the effects of rate changes on both earnings and economic values of Assets.

4. 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. The Liquidity Risk is managed by ALCO. The ALCO has developed the Unified Treasury
circular for overall liquidity management of bank.

Development Bank has Assets Liability Committee (ALCO) for managing overall liquidity of the
Development Bank. Generally, the function of liquidity risk management is performed by ALCO and it
comprises of senior management from each key area of the Development Bank that assumes and
manages liquidity risk. The ALCO meeting has been held on aregular basis. ALCO’s general responsibilities
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.

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.

5. 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.

6. Employee Benefit Risk

Employee benefit risk is 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 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.
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7. 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.

8. Any Other Risk
Compliance Risk
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 and standards.

SRDB is committed to follow best practices and market standards in the areas of accountability,
transparency and business ethics. The Development Bank aims at a zero tolerance of misconduct and
corruption.

In the day-to-day operations the three lines of defense model defines the roles and responsibilities for
compliance and integrity risk in the Development Bank.

The first line of defense lies with the respective Development Bank departments and units, which are
responsible for ensuring that compliance risks are identified, understood and reported to the decision-
making bodies of the Development Bank and to Compliance Officer.

The second line of defense lies with Compliance Officer, which assesses and monitors the compliance
and integrity risks and coordinates its control activities with the Risk Management Unit.

Internal Audit is the third line of defense.

The Compliance function assists the Development Bank in identifying, assessing, monitoring and
reporting on compliance risks in matters relating to the institution, its operations and the personal
conduct of staff members. The Chief Compliance Officer reports to the CEO.

Strategic Risk

Strategic risk is the risk in achieving Development Bank’s strategic objectives, both from internal and

external events and scenarios which prevent from achieving strategic objectives.

Strategic Risk can be further defined as:

+  Exposure to loss resulting from a strategy that runs out to be inappropriate.

+ Risk associated with future plans and strategies, including plans for entering new services,
expanding existing services through enhancements and merger, enhancing infrastructures etc.

Current and prospective impact of strategic decisions made by management arising from adverse
business decisions, improper implementation of decisions or lack of responsiveness to industry change

etc.
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Periodic (yearly) review of the strategy is being done by Management Committee and reported to BOD
regarding: status of the strategic objective’s achievement as decided, execution status whether the right
talent and infrastructures support the achievement of the objective or about unintended consequences of
the strategy, if any for their timely corrections/updates if found to be necessary.

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 commmon 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

AML/CFT risk is related with providing financial services to money launders and terrorists for channeling of
money derived from crime or aimed at funding terrorism. The strictness 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 consequences. Development Bank has been closely monitoring the
AML/CFT policies, procedures, guidelines and practices of Banks & Financial Institutions (BFIs).

A separate AML/CFT Unit is established under direct supervision and control of Compliance Officer which
looks after the effective implementation and compliance of AML/CFT related prevailing Acts, Rules and
Directives.

5.2 Capital Management

i. 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 2082 is 11.31% and
12.54% on Tier 1 Capital (core capital) and Tier 2 Capital (capital fund) respectively.
a.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 2082.
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ii. Quantitative disclosures
1. Capital Structure and Capital Adequacy
a. Tier 1Capital and a breakdown of its components

S.N
a
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—

Detail
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
Less: Goodwiill
Less: Intangible Assets
Less: Fictitious Assets
Less: Purchase of land & building in excess of limit and unutilized
Total Core Capital

Amount (Rs. in. 000)
4,875,702

1,261,834
668,505

18,361
33,017
6,754,663

b. Tier 2 Capital and a breakdown of its Components

S.N Detail Amount (Rs. in. '000)

a Cumulative and/or Redeemable Preference Share

b Subordinated Term Debt

© Hybrid Capital Instruments

d Stock Premium

e General Loan Loss Provision 686,208

f Exchange Equalization Reserve 453

g Investment Adjustment Reserve 2,500

h Accrued Interest Receivable on pass loan included in Regulatory 51,644

Reserve

i Interest Capitalized Reserve included in Regulatory Reserve -

j Asset Revaluation Reserve

Kk Other Reserves (Regulatory Reserve For NBA with in 24 Months) =
Total Supplementary Capital 740,805

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 doesn't have any Subordinated Term Debits till date.

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 18,361 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
Core Capital (Tier 1)
Supplementary Capital (Tier 2)
Total Capital Fund

Amount (Rs. in. '000)
6,754,663

740,805
7,495,469

f. Capital Adequacy Ratio:

Detail

Percentage

1 Tier 1 Capital to Total Risk Weighted Exposure 11.31%

2 Tier 1 and Tier 2 Capital to Total Risk Weighted Exposure 12.55%
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g. Summary of the terms, conditions and main features of all capital instruments,especially in
case of subordinated term debts including hybrid capital instruments.
The capital instruments of the Bank include fully paid up Equity Shares.

2. Risk Exposures
2.1. Risk Weighted Exposures for Credit Risk, Market Risk and Operational Risk

1.1Risk Weighted Exposures Amount (Rs. in. ‘'000)

a Risk Weighted Exposure for Credit Risk 54,896,673
b Risk Weighted Exposure for Operational Risk 3,186,339
G Risk Weighted Exposure for Market Risk 135
Total Risk Weighted Exposures (Before adjustments of Pillar I1) 58,083,147

Adjustments under Pillar II

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) 489,360
SRP 6.4a (9) | Adjustment as per SRP 6.4a (9) 1,161,663

SRP 6.4a (10) | Adjustment as per SRP 6.4a (10) -

Total Risk Weighted Exposures (After Bank's adjustments of Pillar If) 59,734,170

2.2. Risk Weighted Exposures under each of categories of Credit Risk:

A.Balance Sheet Exposures Book Specific Eligible  NetValue Risk RiskWeighted
Value Provision CRM Weight 3 (-LETH
a b c d=a-b-c e f=d*e
Cash Balance 739,528 739,528 0% -
Balance With Nepal Rastra Bank 3,273,571 3,273,571 0% -
Gold - 0% -
Investment in Nepalese Government Securities 1,532,050 1,532,050 0% =
All Claims on Government of Nepal - 0% -
Investment in Nepal Rastra Bank securities 2,900,000 2,900,000 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 - 0% -
framework
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 2,704,663 = 2,704,663 20% 540,933
requirements
Claims on domestic banks that do not meet capital adequacy 50,377 50,377 - - 100% -
requirements
Claims on foreign bank (ECA Rating 0-1) - - 20% -
Claims on foreign bank (ECA Rating 2) - - 50% -
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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 - 50% -
to AAA)
Claims on Domestic Corporates (Credit rating score equivalent = 70% o

to AA+ to AA-)

Claims on Domestic Corporates (Credit rating score equivalent - 80% -
to A+ to A-)
Claims on Domestic Corporates (Credit rating score equivalent - 100% -

to BBB+ & below)

Claims on Domestic Corporates (Unrated) 30,094,729 1169,349 | 44,640 | 28,880,740 100% 28,880,740
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) 15,616,835 318,309 15,298,526 75% 1,473,894
Claims fulfilling all criterion of regularity retail except granularity - - 100% -
Claims secured by residential properties 4,393,609 = 4,393,609 60% 2,636,165
Claims not fully secured by residential properties - - 150% -
Claims secured by residential properties (Overdue) 626,245 383,240 - 243,005 100% 243,005
Claims secured by Commercial real estate 1,609,643 10,418 - 1,599,225 100% 1,599,225
Past due claims (except for claims secured by residential 69,110 44,342 = 24,768 150% 37,152
properties)
High Risk claims 2,118,355 17,828 - 2,100,627 150% 3,150,790
Real Estate loans for land acquisition and development (other 139,928 = 139,928 125% 174,910

than mentioned in Capital Adequacy framework 2015-point

33()(M(K)

Lending against securities (bonds) - 125% -
Lending against Shares 2,331,211 = = 2,331,211 100% 2,331,211
Trust Receipt Loans for Trading Firms - 100% -

Real Estate loans for land acquisition and development (For
institutions/projects  registred/licensed and approved by

Government of Nepal for land acquisition and

development purposes) 1,240,288 5,273 - 1,235,014 100% 1,235,014
Personal Hirepurchase/PersoncI Auto Loans 263,980 = 263,980 100% 263,980
Investments in equity and other capital instruments of 416,914 416,914 100% 416,914

institutions listed in stock exchange
Investments in equity and other capital instruments of 57,413 = 57,413 150% 86,19

institutions not listed in the stock exchange

Staff loan secured by residential property 539,842 539,842 50% 269,921
Interest Receivable/claim on government securities 226,511 226,511 0% =
Cash in transit and other cash items in the process of collection - 0% -
Other Assets (as per attachment) 1,313,543 151,995 = 1161548 100% 1161548
TOTAL (A) 82,251,715 | 1,832,823 | 362,950 | 80,062,573 54,501,521
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B. Off Balance Sheet Exposures Book Specific Eligible Net Value Risk Risk

Value Provision CRM Weight  Weighted
Exposures

Revocable Commitments - 0% -
Bills Under Collection - 0% -
Forward Exchange Contract Liabilities = = 10% =
LC Commitments With Original Maturity Upto 6 months domestic 135,118 - 135,118 20% 27,024
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 238,115 15,025 223,090 40% 89,236
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% -
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 - = 100% =
Irrevocable Credit commitments (short term) 1,394,462 - 1,394,462 20% 278,892
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 = = 100% =
Unpaid Guarantee Claims - - 200% -
TOTAL (B) 1,767,695 - 15,025 1,752,670 395,152
Total RWE for credit Risk Before Adjustment (A) +(B) 84,026,039 | 1,832,823 | 377,975 | 81,815,242 54,896,673
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 84,026,039 1,832,823 377,975 81,815,242 54,896,673
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2.3. Total Risk Weighted Exposure calculation table:

1. 1Risk Weighte Amount (Rs. in. ‘'000)
a Risk Weighted Exposure for Credit Risk 54,896,673
b Risk Weighted Exposure for Operational Risk 3,186,339
C Risk Weighted Exposure for Market Risk 135
Total Risk Weighted Exposures (Before adjustments of Pillar I1) 58,083,147

Adjustments under Pillar I
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) 489,360
SRP 6.4a (9) | Adjustment as per SRP 6.4a (9) 1,161,663
SRP 6.4a (10) | Adjustment as per SRP 6.4a (10) -
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 59,734,170
Common Equity Tier 1 (CET 1) 6,754,663
Supplementary Capital (Tier 2) 740,805
Total Capital Fund (Tier | and Tier II) 7,495,469
Common Equity Tier 1 to Risk Weighted Exposure Ratios 1.31%
Tier 1 to Risk Weighted Exposure Ratios 1.31%
Total Capital to Risk Weighted Exposure Ratio 12.55%

2.4. Amount of Non-Performing Assets (NPAs)

Particulars Provision
1 Substandard 560,964,780 138,859,059 422,105,721
2 Doubtful 890,963,720 442,633,526 448,330,194
3 Bad 1107,452,362 1,099,334,953 8,117,409
Total 2,559,380,862 | 1,680,827,538 878,553,324

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 caspital 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.

a. 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.
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b. 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;

- A process 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.

c. 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.
1. Credit Risk

. Credit Concentration Risk

. Operational Risk

. Market Risk

. Liquidity Risk

a ~h W N

d. 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.

e. 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 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.
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5.3 Classification of Financial Assets & Financial Liabilities

Financial Assets Amortized Fair value Fair value
Cost through other through
comprehensive  profitor
income loss

Cash in hand 739,528,434 739,528,434
Balances with B/Fls 4,578,969 4,578,969
Money at call and short notice 1,373,786,616 1,373,786,616
Interbank placement - -
Balance at NRB 3,273,571,333 3,273,571,333
Derivative financial instrument -
Loans & Advances 58,221,214,512 58,221,214,512
Government bonds 1,643,649,110 11,643,649,110
Government treasury bills 100,000,000 100,000,000
Equity investments 649,926,934 649,926,934
Other assets 125,902,768 125,902,768
Total Financial Assets 75,482,231,743 649,926,934 - | 76,132,158,677

Financial Liabilities Amortized Fair value through profit or

Cost loss (FVTPL)
Held for Designated

trading at FVTPL
Deposits from customers 71,767,128,445 71,767,128,445
Due to Banks & Financial Institutions 725,979,531 725,979,531

Due to Nepal Rastra Banks - -
Debt Securities - -

Employee related liabilities 100,077,909 100,077,909
Bills payable = =
Creditors and accruals 78,342,332 78,342,332
Interest payable on deposit 7,909,473 7,909,473

Interest payable on borrowing - -
Unpaid Dividend = =

Liabilities under Operating Lease 177,445,770 177,445,770
Other liabilities 56,868,325 56,868,325
Total Financial Liabilities 72,913,751,785 - - | 72,913,751,785

5.4 Investment in Equity
The investment in equities is classified as fair value through Other Comprehensive Income (OCI). The
valuation hierarchy is presented below;

S.N Company Levell Level 2 Level 3
1 Aarambha Chautari Laghubittya Bittiya Sastha Limited -| 37,874,490 =
2 Asian Life Insurance Co. Limited 1,495 - -
3 Chilime Hydropower Company Limited 1,222,134 = =
4 Citizen Mutual Fund 2 2,670,000 - -
5 Global Ime Balance Fund 1 5,455,000 = =
6 Sanima General Insurance Company Nepal Limited -| 23887513 -
7 Surya Jyoti Life Insurance Company Limited - 8,136,012 -
8 Nabil Balance Fund-3 166,533 - -
9 Nabil Balance Fund -2 3,124,991 = =
10 National Life Insurance Co. Limited. 1,031,401 - -
1 Nepal Life Insurance Co. Limited. 773 = =
12 | Mero Lagubita Bittiya Sanstha Limited 3,386 - -
13 Nerude Mirmire Laghubitta Bittiya Santha Limited 1,401 = =
14 | Ngadi Group Power Limited 3,588 - -
15 | NLG Insurance Company Limited 779 = =
16 Neco Insurance Limited 2,841 - -
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17 | Nepal Insurance Company Limited 645 - -
18 | Nmb Sulav Fund I 2,822,500 - -
19 | Nibl Sahbhagita Fund 2,465,000 - -
20 | Nibl Sahbhagita Fund 4,930,000 - -
21 Nic Asia Growth Fund 4,760,000 = =
22 | Nmb 50 Mutual Fund 4,810,500 - -
23 | Siddhartha Equity Fund 21,277,127 = =
24 | Siddhartha Investment Growth Scheme 52,500,000 - -
25 | Sanima Growth Fund 4,128,000 = =
26 | Nabil Flexi Cap Fund 20,000,000 - -
27 | Nibl Growth Fund 29,580,000 = =
28 | Prabhu Select Fund (PSF) 5,735,000 - -
29 | NIBL Stable Fund 2,472,500 = =
30 | Muktinath Mutual Fund-1 MMF 29,700,000 - -
31 | Garima Samridhi Yojana Mutual Fund 9,950,000 = =
32 | NMB Hybrid Fund-Ii 1,359,000 - -
33 | Machhapuchchhre Capital Mutual Fund 4,965,000 = =
34 | Vision Lumbini Urja Company Limited. - | 153,017,500 -
35 | Dhaulagiri Laghubitta Bittiya Sanstha Limited - 8,541,731 -
36 | CEDB Holdings Limited 1,128,130 - -
37 | Sahas Urja Limited 306,579 = =
38 | API Power Company Limited 15,535,800 - -
39 | National Life Insurance Com Limited 22,907,211 = =
40 | Sagarmatha Lumbini Insurance Com Limited 18,342,486 - -
41 Siddhartha Premium Insurance Limited 12,971,643 = =
42 | CEDB Hydropower Development Com Limited 35,191,307 - -
43 | Citizen Investment Trust 29,985,502 = =
44 | Nepal Life Insurance Com Limited 4,251,335 - -
45 | Reliable Samriddhi Yojana 4,965,000 = =
46 | Banking & Financial Institute Limited - - 2,750,000
47 | National Banking Institute Limited = = 2,000,000
48 | Trust Micro Insurance - - | 52,500,000
49 | Nepal Clearing House Limited - - 495,100

Total 360,724,587 | 231,457,247 | 57,745,100

5.5 Operating Segment Information

a. 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.
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b. Information about Profit or Loss, Assets & Liabilities

Particulars Province Province Province Province Province
Bagmati [lelglele]] Lumbini [elgalel]] Sudurpaschim
a Revenues from external customers 47,957,529 4,734,324 312,196,149 1,621,096 4,242,533 370,751,630
b Intersegment revenues 116,050,994 22,851,434 3,270,134,052 - 13,857 | 3,409,050,336
@ Net Revenue 164,008,523 27,585,758 3,582,330,200 1,621,096 4,256,390 3,779,801,966
d Interest revenue 851,640,370 | 48,654,567 5,431,368,658 20,941,566 72138512 | 6,424,743,673
e Interest expense 615,738,336 40,074,970 3,018,638,562 6,233,979 27,040,113 3,707,625,961
f Net interest revenue 235,902,034 8,579,596 2,412,830,096 14,707,587 45,098,399 2,177,712

g Depreciation and amortisation -
h Segment profit /(loss) 235,902,034 8,579,596 2,412,830,096 14,707,587 45,098,399 2,717,17,712
i Entity's interest in the profit or loss of = - - o -

associates accounted for using equity

method
j Other material non-cash items: - -
Provision for Loan Loss 61,360,349 - 889,040,804 - - 950,401,153
k Impairment of assets = - - = > -
| Segment assets 9,836,898,921 597,806,116 71,864,171,699 255,814,936 759,649,455 83,314,341,127
m | Segment liabilities 9,980,455,411 | 827,715,040 | 63,203,646,643 | 210,536,664 595,832,677 | 74,818,186,433

c. Measurement of Operating Segment Profit or Loss, Assets and Liabilities
The Bank has determined segments based on the geographical region i.e. Province wise.

d. Reconciliations of Reportable Segment Revenues, Profit or Loss, Assets and Liabilities

d. Revenue
Total revenues for reportable segment 370,751,630
Other revenues 6,383,313,295
Elimination of intersegment revenues
Entity’s revenues 6,754,064,925
b. Profit or Loss
Total profit or loss for reportable segments 2,717,712
Other profit or loss
Elimination of intersegment profits
Unallocated amounts: (2,071,489,724)
Profit before income tax 645,627,987
c.Assets
Total assets for reportable segments 83,314,341,127
Other assets
Unallocated amounts (2,961,134,581)
Entity’s assets 80,353,206,546
d. Liabilities
Total liabilities for reportable segments 74,818,186,433
Other liabilities -
Unallocated liabilities (1,848,688,421)
Entity’s liabilities 72,969,498,012
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e. Information about Product & Services

Revenue from each type of product & Service Amounts

Loan & Advance 5,641,715,709
Money at call 12,924,837
Investment Securities 727,170,733
Remittance 8,104,660
Service Fees 182,057,900
Non- Funded Commission 5,798,179
Other Product & Services 166,642,807
Total revenue 6,744,414,824

f. Information about Geographical Area
Revenue from following geographical areas:

(a) Domestic 370,751,630
Province Bagmati 47,957,529
Province Gandaki 4,734,324
Province Lumbini 312,196,149
Province Karnali 1,621,096
Province Sudurpashim 4,242,533

(b) Foreign -
Total 370,751,630

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.

Particulars FY 2081-82 FY 2080-81
Contingent liabilities 373,232,944 | 386,989,225
Undrawn and undisbursed facilities 1,394,461,657 264,145,182
Capital commitment = =
Lease Commitment - -
Litigation - -
Total 1,767,694,601 | 651,134,407
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5.8 Related Party Disclosures

The Bank identifies the following as the related parties under the requirements of NAS 24.
a. Directors

Key Management Personnel of the Bank
c. Relatives of Directors and Key Managerial Personnel

FY 2081-82 FY 2080-81

Directors Directors

Thaneshor Poudel Thaneshor Poudel

Er. Suraj Upreti Dr. Tara Prasad Updhyaya Gyawali
Birendra Bhusal Er. Suraj Upreti

Birendra Bista Mohan Chapagain
Namrata Bhandari Birendra Bista

Dr. Himal Bhattarai Namrata Bhandari

Gopal Prasad Pandey Gopal Prasad Pandey

Key Managerial Personnel Key Managerial Personnel
Prakash Poudel -CEO Prakash Poudel -CEO
Lokraj Paneru - DCEO Lokraj Paneru - DCEO
Yashodhan Pandey- AGM

Transaction during the Year

Particulars FY 2081-82 FY 2080-81
Directors
Directors Sitting Fees 1,704,000 1,440,000
Interest Paid to directors on deposits 4,146,734 5,425,010
Other directors' expenses (if any) 1,758,075 1122,430
Total 7,608,809 7,987,440
Key Management Personnel
Remuneration and Benefit Paid 22,320,602 18,508,246
Post-Retirement Benefits
Other Long-term Benefits
Borrowing during the year 30,920,000 16,665,000
Interest on Borrowing 1,334,211 1,016,998
Interest on account balances 230,363 107,918
Other transactions benefits if any
Total 54,805,177 | 36,298,162

Reporting Date Balance

Particulars FY 2081-82 FY 2080-81
Directors Deposits 8,649,195 4,162,980
KMP Deposits 2,422,902 2,222,814
Borrowings (KMP) 30,920,000 | 16,665,000
Other Receivable payables if any
Total 41,992,098 | 23,050,794

5.9 Additional Disclosure of Non-Consolidated Entities
Not Applicable.
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5.10 Loan Written off
Details of written off Loan& Advance During the FY 2081/82 are as follows.

S.N Branch Name Principal Interest Total
Name Write off Writeoff
1 Bhumahi Darsan Trading Center 2,571,512.44 | 4550,393.61| 7,121,906.05
2 Corporate Thapa Rice Mill And Suppliers 801,590.99 - 801,590.99
3 Head Office | Bijeta Sunchadi Kharid Bikri 1,459,000.00 - | 1459,000.00
4 Murgiya litab Hussain Bhat 1,767,786.25 282,815.08 | 2,050,601.33
B Dhangadi Manoj Thapa Magar 1,295,684.21 409,304.41 1,704,988.62
6 Patabhar Shah Traders - 59,183.60 59,183.60
7 Kohalpur Mahila Uddhami Garment Uddhyog = 268,079.10 268,079.10
8 Amarpath Aayurved Herbal Kendra 1,058,901.82 - 1,058,901.82
Total 8,954,475.71 | 5,569,775.80 | 14,524,251.51

5.11 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
2082 was NRs. 577,464,230. Out of this amounts, interest recovered with in 15th Shrawan 2082 is NRs.
15,479,989 which has been adjusted in Regulatory Reserve.

The bank issued 1,000,000 units of debentures with face value of Rs 1,000 each totaling Rs 1,000,000,000
during the period from 32 Ashad 2082 to 04 Shrawan 2082. The issue was fully subscribed and capitalized
after the reporting date .

There are no material events that have occurred subsequent to 32nd Ashad, 2082 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 319 dated 2082/07/21 has proposed 3.00%
of Bonus share on Current Paid-up capital amounting NPR 4,875,701,689.54 which equals to NPR
146,271,050.39 & 10.00% of Cash Dividend on current Paid-up capital NPR 4,875,701,689.54 which equals to
NPR 487,570,167.95 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 668,505,485
Paid-up Capital 4,875,701,680

Proposed Bonus Share @ 3.00 Percent
Proposed Cash Dividend @ 10.00 Percent inclusing Bonus Tax

146,271,050.39
487,570,167.95

5.12 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
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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.

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:

Table 1
Particulars As of Ashad end 2082
No of Amount (NRs.)
Customers
Accrued Interest Received after Ashad end 2082 till 15 Shrawan 757 15,479,989
2082
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 2082

No of Customers  Amount (NRs.)
Refinance Loan

Business Continuity Loan

Table 3

Particulars During FY 2081/082

No of Customers Amount (NRs.)

Subsidized Loan 371 358,497,316
As per our attached report of even date For and on Behalf of Board
For S.AR Associates Bhuwan Prasad Panth Prakash Poudel Thaneshor Poudel
Chartered Accountants Chief Finance Officer Chief Executive Officer Chairman
FCA. Sunir Kumar Dhungel Er.Suraj Upreti Birendra Bhusal Birendra Bista
Managing Partner Director Director Director
Date : 21, Kartik 2082 Namrata Bhandari Dr. Himal Bhattarai Gopal Prasad Pandey
Place : Kathmandu Director Director Independent Director
%4
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Major Indicator
Previous Five Years Indicator

Detail

1 Adequacy of Capital Fund on Risk Weighted Exposure

Core Capital Rs 4,524,282,201 5,104,612,605 5,707,627,681 6,229,376,428 6,754,663,177

Total Capital Fund Rs 4,918,133,085 5,607,603,605 6,363,313,311 6,916,447,914 7,495,468,656

Risk Weighted Exposure Rs 31,490,594,217 | 39,043356,000 | 47,885,237,072 | 54,729,974,145 | 59,734,169,743

Capital Fund to RWE % 15.62% 14.36% 13.29% 12.64% 12.55%

Tier 1 Capital to RWE % 14.37% 13.07% 1.92% 11.38% 1.31%

Tier 1 Capital to RWE % 14.37% 13.07% 1.92% 1.38% 1.31%
2 | Earning Per Share (EP.S) Rs 14.77 17.16 17.69 14.48 1324
3 Market Value Per share (M.P.S) Rs 256 294.9 384 405.00 431,97
4 Book Networth Per Share Rs 142.39 143.12 1447 14559 151.44
5 Net Profit Per Staff Rs 823,075 892,307 1,016,124 928,620 846,170
6 Per Employee Staff Cost Rs 703,385 684,003 784,349 976,419 936,191
7 Number of Promoter Equity Shares Nos 17,383,166 19,283,146 21,847,804 24,141,824 24,866,079
8 Number of Public Equity Shares Nos 16,701,473 18,626,944 20,991,028 23,195,086 23,890,938
9 Number of Staffs Nos 612 727 746 738 763
10 | Number of Branches Nos 80 84 88 88 88
il Number of Extension Counters Nos 1 1 1 1 1
12 | Number of ATM Machines Nos 7 7 16 18 18
13 | Price Earning Ratio Times 17.33 17.19 21.70 27.97 32.62
14 | Divdend (Bonus Share) on Share Capital % 10.93% 13.30% 10.50% 3.00% 3.00%
15 | Cash Dividend on Share Capital % 0.57% 0.70% 0.55% 5.00% 10.00%
16 Net Profit/Gross Income % 14.67% 13.19% 10.41% 9.12% 9.56%
17 Net Profit/ Loan & Advance % 1.58% 1.72% 1.66% 1.27% 1NM%
18 | Return on Total Assets % 119% 1.28% 1.20% 0.93% 0.80%
19 | Return on Equity % 10.38% 11.99% 12.3% 9.94% 8.74%
20 | Interest Income/Total Loan & Advance % 10.08% 12.38% 15.28% 13.34% 10.97%
21 Exchange Gain/ Total Income % - - - - -
22 | Interest Expenses/ Total Deposit and Borrowings % 5.69% 8.30% 8.57% 7.27% 5.16%
23 | Total operating Expenses/Total Assets % 1.62% 1.60% 1.49% 1.50% 1.39%
24 | staff Expenses/ Total Operating Expenses % 63.04% 61.49% 61.86% 65.33% 63.99%
25 | staff Bonus/ Total Staff Expenses % 20.12% 19.63% 21.57% 16.27% 13.94%
26 | Total Credit/ Total Deposit % 89.01% 87.54% 81.47% 82.05% 82.60%
27 | Non-Performing Loan/Total Loans % 1.27% 114% 1.81% 3.43% 4.27%
28 | Base Rate % 7.91% 11.06% 11.36% 8.32% 6.41%
29 | Weighted Average Interest Rate Spread % 4.99% 4.41% 4.60% 4.36% 418%
30 | Weighted Average Interest Rate on Deposit % 4.93% 8.99% 9.36% 6.56% 4.85%
31 | Weighted Average Interest Rate on Credit % 9.92% 13.40% 13.96% 10.92% 9.03%
32 | Institutional Deposit/Total Deposit % 7.99% 9.50% 13.81% 16.70% 18.57%

y:a qoalt e wfraes 8%,
SO | 3d. 20¢9/¢R



Comparision of Statement of Financial Position

As on 32nd Ashad 2082

As per
Unaudited

As per Audited

Variance

Reasons for
Variance

Particulars
Assets
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 liabilities and equity
Contingent liabilities and commitment

Net assets value per share

Placement with Bank and Financial Institutions

41

42
43
44
45
46
47
48
49

4.10
40
412
413

414
415
416

4.17
418
419
4.20
4.21
4.9
4.22
4.15

4.23

4.24

425

4.26

4.27

4.28

32 Ashad 2082

217,894,019

3,273,571,333

1,326,933,501
56,934,168,967
15,293,576,045
103,546,492

151,994,995
596,223,612

136,856,902

328,854,067
80,263,619,933

725,979,531

71,767,128,445
365,678

16,028,924

371,329,927

72,880,832,506

4,875,701,680

680,460,819

1,826,624,929

7,382,787,427

7,382,787,427

80,263,619,933

1,767,694,601
151.42

32 Ashad 2082

217,894,019

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

In Amount

(12,841)127)
(27,046,830)
(0)
10,539,618

118,889,951

0

45,000
89,586,613

10,928,118

77,737,388

88,665,506

(1,955,334)
12,876,441
921,106

921,106
89,586,613

0.02

-0.97%
-0.05%
0.00%
10.18%

19.94%

0.01%
0.11%

0.00%

0.00%

68.18%

20.93%

0.12%

-1.76%

0.70%

0.01%

0.01%

0%

0.00%
0.01%

Audit adjustment
Audit adjustment

Calculation of
Income Tax

Calculation of
ROU Assets as per
NFRS 16

Calculation of
Deffered Tax
Calculation of
Operating Lease
as per NFRS 16

Audit adjustment
& Change in Profi
Audit adjustment
& Change in Profi
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Comparision of Statement of Profit or Loss

For the Year ended 32nd Ashad 2082

As per
Unaudited

2081-82

As per
Audited

2081-82

Variance

In Amount

Reasons for Variance

Interest Income

Interest Expense

Net interestincome

Fees and Commission Income

Fees and Commission Expense

Net fee and Commission income

Net interest fee and commission income
Net Trading Income

Other Operating Income

Total operating income

Impairment chorge/(reversol) for loans and
other losses

Net Operating income
Operating expenses
Personal Expense

Other Operating Expenses

Depreciation and amortisation

Operating Profit

Non operating income
Non operating expense
Profit before income tax
Income tax expense
Current tax

Deferred tax income
Profit for the period
Profit attributable to:
Equity holders of the bank
Non-controlling interest

Profit for the period

Earnings per share:
Basic earnings per share

Diluted earnings per Share

4.29

4.30

4.31

4.32

433

4.34

435

4.36

4.37

4.38

439

4.40

4.4]

6,375,657,151

3,708,655,912

2,667,001,239
337,289,266
35,438,220
301,851,047

2,968,852,285

31,513,150

3,000,365,435

900,940,102

2,099,425,333

719,039,310

338,914,141

87,742,876

953,729,007
1,100,000
15,734,530
939,094,477
250,464,533
292,003,086
(41,538,553)

688,629,944

688,629,944

688,629,944

1412

1412

6,385,230,245

3,740,871184

2,644,359,061
337,334,266
35,438,220
301,896,047

2,946,255,108

31,500,413

2,977,755,521

950,401,153

2,027,354,368

714,313,811

278,967,893

122,957,115

911,115,550
1,100,000
15,734,530
896,481,019
250,853,032
281,463,467
(30,610,435)

645,627,987

645,627,987

645,627,987

13.24

13.24

9,573,095

32,215,272

22,642,177

45,000

45,000

22,597,177

(12,737)

22,609,914

49,461,051

72,070,965

(4,725,499)

(59,946,248)

35,214,239

42,613,457

42,613,457
388,500
(10,539,618)
10,928,18

43,001,957

(43,001,957)

(43,001,957)

0.87%

0.85%

0.01%

0.00%

0.01%

0.76%

-0.04%

0.75%

5.49%

3.43%

-0.66%

-17.69%

40.13%

4.47%

4.54%

0.16%

-3.61%

-26.31%

6.24%

-6.24%

-6.24%

Final  Calculation of Interest
suspense as per Guidance Note of
Interest Income Recognition

Calculation of Interest on Operating
Lease as per NFRS 16

Reclassification of Gain on sale of
Share

Final Impariment charge
calculation with recommendation
of Statutory audit

Change in Profit

Calculation of Operating Lease as
per NFRS 16

Calculation of Depreciation on ROU
Assets

Calculation of Final Income Tax
Creation of deffered Tax
Change in Profit

Change in Profit

Change in Profit

Change in Profit
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Compurcltive Statement of Other Comprehensive Income
For the Year ended 32nd Ashad 2082

As per As per Variance Reasons for
Unaudited Audited Variance

2081-82 2081-82 In Amount

Profit for the period 688,629,944 | 645,627,987 | (43,001,957) | -6.24% | Change in 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 fair 61,325,104 61,325,104 =
value
- Gains/(losses) on disposal of equity shares recycled to equity 1,916,951 1,916,951 -

« Gains/(losses) on revaluation - N _

« Acturial gain/(losses) on defined benefit plans (7,)38,506) (7,38,5086) -
« Income tax relating to above items (16,831,065) | (16,831,065) -
Net other comprehensive income that will not be reclassified to profit 39,272,484 39,272,484 -
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

c) Share of other comprehensive income of associate accounted as = = =

per equity method
Other comprehensive income for the period, net of Income Tax 39,272,484 39,272,484 -
Total comprehensive income for the period 727,902,428 | 684,900,471 | (43,001,957) | -5.91% Change in profit

Total comprehensive income attributable to:
Equity holders of the Bank 727,902,428 | 684,900,471 | (43,001,957) -5.91% | Change in profit

Non-controlling interest - -

Total Comprehensive income for the period 727,902,428 | 684,900,471 | (43,001,957) | -5.91% | Change in profit

{
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Last 5 Years Performance Highlights
Statement of Financial Position

Particulars Ashad 32, 2082 Ashad 31,2081 Ashad 31,2080 Ashad 31,2079 Ashad 31, 2078
Assets
Cash and cash equivalent 217,894,019 2,224,033,789 5,172,436,5675 4,151,806,258 4,071,412,M
Due from Nepal Rastra Bank 3,273571,333 2,738,488,699 2,303,268,281 1,322,982,034 1,427,712,391

Placement with Bank and Financial Institutions - - - - -
Derivative financial instruments - - = o -

Other trading assets - - - - -

Loan and Advances to B/Fls 1,314,092,375 1,750,609,738 1,923,645,571 3,320,389,314 2,665,754,647
Loans and advances to customers 56,907,122,137 52,011,435,193 43,744,457,630 34,470,076,975 29,169,705,866
Investment in securities 15,293,576,045 | 13,604,205,803 9,087,158,177 6,509,153,955 4,060,182,355
Current Tax Assets 114,086,111 56,477,550 77,212,M 77,915,896 64,012,229

Investment in subsidiaries - - = 5 -

Investment in Associates - - - - -

Investment property 151,994,995 130,017,343 90,325,068 - -
Property and equipment 715,113,563 611,067,762 620,384,821 573,825,013 541,407,860
Goodwill and Intangible Assets 136,856,902 139,469,886 130,136,360 132,376,001 128,572,390
Deferred tax assets - - - 1,848,731 -
Other assets 328,899,067 390,612,717 269,790,623 112,850,156 101,275,419
Total Assets 80,353,206,546 | 73,656,418,480 63,418,815,119 | 50,673,224,333 42,230,035,268

Liabilities
Due to Bank and Financial Institutions 725,979,531 369,025,734 733,094,743 173,244,768 350,818,876
Due to Nepal Rastra Bank - - 300,000,000 1,407,995,389 1179,160,270
Derivative Financial instruments - - - - -
Deposit from customers 71,767,128,445 65,956,224,347 55,682,887,100 43,276,547,753 35,415,474,790
Borrowings 365,678 4,610,241 18,750,000 25,000,000 -

Current Tax Liabilities - - = o -

Provisions - - - - -
Deferred tax liabilities 26,957,042 41,311,498 42,733,591 = 62,835,185
Other liabilities 449,067,316 393,341,895 465,239,550 378,901,408 368,407,985

Debt securities issued - - = o -

Subordinated Liabilities - - - - -

Total liabilities 72,969,498,012 | 66,764,513,714 | 57,242,704,984 | 45,261,689,318 37,376,697,106
Equity

Share Capital 4,875,701,680 4,733,690,951 4,283,883,213 3,781,009,014 3,408,463,909
Share Premium - - - 55,109,605 55,109,605
Retained Earning 668,505,485 417,351,437 477,279,572 477,724,453 394,026,924
Reserves 1,839,601,370 1,740,862,378 1,414,947,349 1,097,691,943 995,737,724
Total equity attributable to equity holders 7,383,708,534 6,891,904,766 6,176,110,135 5,411,535,015 4,853,338,162

Non-controlling interests - - - - -

Total equity 7,383,708,534 6,891,904,766 6,176,110,135 5,411,535,015 4,853,338,162
Total liabilities and equity 80,353,206,546 | 73,656,418,480 63,418,815,119 | 50,673,224,333 | 42,230,035,268
Contingent liabilities and commitment 1,767,694,601 651,134,407 1,719,538,331 1,689,556,488 2,243,687,384
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Statement of Profit or Loss

Particulars FY 2081-82 FY 2080-81 FY 2079-80 FY 2078-79 FY 2077-78
Interest Income 6,385,230,245 769,357,077 | 6,977,985,534 4,680,340,945 | 3,208,850,004
Interest Expense 3,740,871,184 4,819,108,187 4,860,705,875 3,017,286,294 | 1,870,424,747
Net interestincome 2,644,359,061 | 2,350,248,890 2,117,279,659 1,663,054,652 | 1,338,425,257
Fees and Commission Income 337,334,266 333,616,055 286,567,282 196,694,307 185,039,722
Fees and Commission Expense 35,438,220 33,910,208 31,107,016 24,455,920 10,356,376
Net fee and Commission income 301,896,047 299,705,847 255,460,266 172,238,387 174,683,346
Net interest fee and commission income 2,946,255,108 2,649,954,737 2,372,739,925 1,835,293,039 | 1,513,108,603
Net Trading Income - - - - -
Other Operating Income 31,500,413 7,884,284 15,599,654 39,701,693 39,667,910
Total operating income 2,977,755,521 2,657,839,021 | 2,388,339,479 1,874,994,732 | 1,552,776,513
Impairment chorge/(reversal) for loans and other losses 950,401,153 491,038,685 303,990,871 186,320,752 137,398,150
Net Operating income 2,027,354,368 2,166,800,336 | 2,084,348,608 1,688,673,980 | 1,415,378,363
Operating expenses
Personnel Expense 714,313,811 720,597,488 585,124,340 497,270,434 430,471,565
Other Operating Expenses 278,967,893 301,128,215 281,118,650 241,936,796 197,217,447
Depreciation and amortisation 122,957,115 81,224,621 79,627,578 69,470,607 55,125,480
Operating Profit 911,115,550 1,063,850,012 1,138,478,040 879,996,143 732,563,870
Non operating income 1,100,000 500,000 - -
Non operating expense 15,734,530 8,362,480 2,446,699 1,656,770 2,285,105
Profit before income tax 896,481,019 1,055,987,532 1,136,031,341 878,339,373 730,278,765
Income tax expense 250,853,032 370,666,083 378,003,099 229,632,100 226,557,006
Current tax 281,463,467 386,940,801 348,260,268 265,213,024 237,126,368
Deferred tax Expenses/ (Income) (30,610,435) (16,274,718) 29,742,831 (35,580,924) (10,569,362)
Profit for the period 645,627,987 685,321,449 758,028,242 648,707,273 503,721,759
Profit attributable to:
Equity holders of the bank 645,627,987 685,321,449 758,028,242 648,707,273 503,721,759
Non-controlling interest - = = = =
Profit for the period 645,627,987 685,321,449 758,028,242 648,707,273 503,721,759
Earnings per share:
Basic earnings per share 13.24 14.48 17.69 17.16 14.77
Diluted earnings per Share 13.24 14.48 17.69 17.16 14.77
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Horizontal Analysis of Financial Statements
Statement of Financial Position

Particulars Ashad 32, Ashad31l, Ashad3l, Ashad3l, Ashad3i,
2082 2081 2080 2079 2078
Assets
Cash and cash equivalent 95% 43% 125% 102% 100%
Due from Nepal Rastra Bank 120% 119% 174% 93% 100%

Placement with Bank and Financial Institutions
Derivative financial instruments

Other trading assets

Loan and Advances to B/Fls 75% 91% 58% 125% 100%
Loans and advances to customers 109% 19% 127% 18% 100%
Investment in securities 12% 150% 140% 160% 100%
Current Tax Assets 202% 73% 99% 122% 100%

Investment in subsidiaries

Investment in Associates

Investment property 7% 144% 100%
Property and equipment N7% 98% 108% 106% 100%
Goodwill and Intangible Assets 98% 107% 98% 103% 100%
Deferred tax assets 100%
Other assets 84% 145% 239% Mm% 100%
Total Assets 109% 116% 125% 120% 100%
Liabilities

Due to Bank and Financial Institutions 197% 50% 423% 49% 100%
Due to Nepal Rastra Bank 21% 19% 100%
Derivative Financial instruments

Deposit from customers 109% 118% 129% 122% 100%
Borrowings 8% 25% 75% 100%
Current Tax Liabilities

Provisions

Deferred tax liabilities 65% 97% 100%
Other liabilities 114% 85% 123% 103% 100%

Debt securities issued

Subordinated Liabilities

Total liabilities 109% Nn7% 126% 121% 100%
Equity

Share Capital 103% 110% 113% Mm% 100%
Share Premium 100% 100%
Retained Earning 160% 87% 100% 121% 100%
Reserves 106% 123% 129% 10% 100%
Total equity attributable to equity holders 107% 1n2% Nn4% 12% 100%
Non-controlling interests

Total equity 107% 1n2% Nn4% 12% 100%
Total liabilities and equity 109% 16% 125% 120% 100%
Contingent liabilities and commitment 271% 38% 102% 75% 100%

Horizontal Analysis of the Financial Position involves examining how each component of the financial statements
has changed over time compared to a base year. In this analysis, the fiscal year 2077/78 is taken as the base year
with an assigned value of 100%. Values in subsequent years above 100% indicate positive growth, while values
below 100% indicate negative growth relative to the previous year’s financial data.
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Statement of Profit or Loss

Particulars 2051\[82 208|:g-81 207|;)Y-80 207F8Y-79 207F7Y-78
Interest Income 89% 103% 149% 146% 100%
Interest Expense 78% 99% 161% 161% 100%
Net interestincome 13% m»% 127% 124% 100%
Fees and Commission Income 101% 116% 146% 106% 100%
Fees and Commission Expense 105% 109% 127% 236% 100%
Net fee and Commission income 101% N7% 148% 99% 100%
Net interest fee and commission income Mm% 1M12% 129% 121% 100%
Net Trading Income
Other Operating Income 400% 51% 39% 100% 100%
Total operating income n2% ms*% 127% 121% 100%
Impairment charge/(reversal) for loans and other losses 194% 162% 163% 136% 100%
Net Operating income 94% 104% 123% 19% 100%
Operating expenses
Personnel Expense 99% 123% 118% 116% 100%
Other Operating Expenses 93% 107% 116% 123% 100%
Depreciation and amortisation 151% 102% 15% 126% 100%
Operating Profit 86% 93% 129% 120% 100%
Non operating income 220%
Non operating expense 188% 342% 148% 73% 100%
Profit before income tax 85% 93% 129% 120% 100%
Income tax expense 68% 98% 165% 101% 100%
Current tax 73% Mm% 131% 12% 100%
Deferred tax Expenses/(Income) 188% -55% -84% 337% 100%
Profit for the period 94% 90% 17% 129% 100%
Profit attributable to:
Equity holders of the bank 94% 90% 7% 129% 100%
Non-controlling interest 100%
Profit for the period 94% 90% N7% 129% 100%
Earnings per share:
Basic earnings per share 91% 82% 103% 116% 100%
Diluted earnings per Share 9% 82% 103% 116% 100%

Horizontal Analysis of the Profit or Loss involves examining how each component of the Profit or Loss has changed
over time compared to a base year. In this analysis, the fiscal year 2077/78 is taken as the base year with an
assigned value of 100%. Values in subsequent years above 100% indicate positive growth, while values below 100%
indicate negative growth relative to the previous year’s Profit or Loss.
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Vertical analysis of Financial Statements
Statement of Financial Position

Particulars Ashad Ashad Ashad Ashad
32,2082 31,2080 31,2079 31,2078
Assets
Cash and cash equivalent 2.64% 3.02% 8.16% 8.19% 9.64%
Due from Nepal Rastra Bank 4.07% 3.72% 3.63% 2.61% 3.38%

Placement with Bank and Financial Institutions
Derivative financial instruments
Other trading assets

Loan and Advances to B/Fls 1.64% 2.38% 3.03% 6.55% 6.31%
Loans and advances to customers 70.82% 70.61% 68.98% | 68.02% 69.07%
Investment in securities 19.03% 18.47% 14.33% 12.85% 9.61%
Current Tax Assets 0.14% 0.08% 0.12% 0.15% 0.15%

Investment in subsidiaries

Investment in Associates

Investment property 0.19% 0.18% 0.14% 0.00% 0.00%
Property and equipment 0.89% 0.83% 0.98% 1.13% 1.28%
Goodwill and Intangible Assets 0.17% 0.19% 0.21% 0.26% 0.30%
Deferred tax assets

Other assets 0.41% 0.53% 0.43% 0.22% 0.24%
Total Assets 100% 100% 100% 100% 100%
Liabilities

Due to Bank and Financial Institutions 0.90% 0.50% 1.16% 0.34% 0.83%
Due to Nepal Rastra Bank 0.47% 2.78% 2.79%
Derivative Financial instruments

Deposit from customers 89.31% | 89.55% 87.80% | 85.40% 83.86%
Borrowings 0.01% 0.03% 0.05%

Current Tax Liabilities

Provisions

Deferred tax liabilities 0.03% 0.06% 0.07% 0.00% 0.15%
Other liabilities 0.56% 0.53% 0.73% 0.75% 0.87%

Debt securities issued
Subordinated Liabilities

Total liabilities 90.81% | 90.64% 90.26% | 89.32% 88.51%
Equity

Share Capital 6.07% 6.43% 6.75% 7.46% 8.07%
Share Premium 0.11% 0.13%
Retained Earning 0.83% 0.57% 0.75% 0.94% 0.93%
Reserves 2.29% 2.36% 2.23% 2.17% 2.36%
Total equity attributable to equity holders 9.19% 9.36% 9.74% | 10.68% 1.49%
Non-controlling interests

Total equity 9.19% 9.36% 9.74% | 10.68% 1.49%
Total liabilities and equity 100% 100% 100% 100% 100%

Vertical Analysis on Financial Position refers to the components of financial statements as a percentage of total
Assets over the periods.
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Statement of Profit or Loss

Particulars FY FY FY FY FY
2081-82 2080-81 2079-80 2078-79 2077-78
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% 116%
Total operating income 44.08% | 35.38% 32.81% | 38.13% 45.22%
Impairment charge/(reversal) for loans and other 14.07% 6.54% 418% 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 4.13% 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% 0.11% 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 4.17% 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%

Vertical Analysis of Profit or Loss refers to the components of Profit or Loss as a percentage amount of total income
over the periods .
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Overview of Risk Management Framework

Bank is following 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, reputational risk etc. 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 ahigh level of awareness concerning risk and risk management in the organization.

Risk Governance

Risk Governance 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 adequately in place to control the risk
associated with the Bank.

«  The board of directors is responsible for approving risk strategy, risk-appetite, overall policy and ensuring an
effective risk management framework.

«  Senior Managementimplements the risk management framework, ensures adequate resources that integrate
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 are also working to manage the risk. 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 reviews the
structure of the risk governance framework of the Bank.

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 Operating Officer Chief Finance Officer Chief Credit Officer Chief Risk Officer

Credit Risk

Operation Risk

Liquidity & Market Risk

AML/CFT Risk

R&D, Policy
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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,
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.

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.

Assets and Liabilities Management Committee

Assets & Liabilities Management Committee (ALCO) of the Bank is headed by CEO with CFO as the Member

Secretary. ALCO has the overall responsibility to monitor and manage various market risk exposures of the Bank

through various limits. It reviews the structured liquidity, market risk like; interest rate risk and risk associated

investment etc. It provides direction to the Bank's treasury and other businesses regarding short term business

strategy taking into account of market variables in relation to the Bank's exposure and the Bank's strategy.

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:

e Identification, assessment, management and reporting of Market Risks associated with Treasury Operations,
Liquidity and Capital Adequacy.

e Development of policies, setting of risk parameters, overseeing compliance with risk parameters.

e Allocation for all categories of risk assets, of the overall risk limits.

e Monitoring of the compliance of various internal limits etc.

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 compromise 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
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» 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/SIR

+ CbDratio

« 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 optimizes return through efficient utilization of available funds. Liquidity policy is one of the supportive

tools in liquidity risk management process which includes;

« Lliquidity 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.

- Lliquidity risk management structure for monitoring, reporting and reviewing liquidity.

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.
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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.

¢ Assessment of Interest Sensitive Assets & Liabilities
Bank assesses 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.

¢  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.

e Regular Stress Testing
Treasury Management Department prepares the reports related to market risk, monitor 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.

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
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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

CreditRisk 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;
.+ Set of 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,
«Credit review
+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 judgement.

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,
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
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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
reports 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 activities 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.
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Identification of Operational Risk

OperationalRisk referstolosses or reputationaldamages resulting frominadequate or failed internal processes,
people misconduct/practices or workplace safety, business disruptions as a result of systems breakdowns
or and 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.

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 indentify 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 KRIs 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.
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« 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.

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 through;

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 commmunication.

« 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.
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+ 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 (1SO) 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.

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 reports 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

AML/CFT Risk

Money laundering and financing terrorism risk is related with providing financial services to money launders
and terrorists for channeling of money derived from illegal activities or aimed at funding terrorism. 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.

Compliance Risk
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 and standards. Compliance officer oversees and coordinates matters
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relating to compliance and integrity risks, including reputational risks and provides independent expert advice

to the Bank’s management and Board of Directors in compliance and integrity matters.

Bank practices three lines of defense model for management of compliance risk in its day-to-day banking

operotions/octivities.

+ 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.

+ Thirdline 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 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.

Reputational Risk

Reputational risk is defined as the risk of potential harm to the Bank’s brand, reputation, earnings, capital
or liquidity arising from any action, inaction, association or event perceived by any of the stakeholders to
be unethical, inappropriate or inconsistent with the Bank’s values. Bank’s reputation is built on the trust of
employees, clients, shareholders, regulators, and the wider public. Even isolated incidents may erode this trust
and cause significant reputational damage.

Events that may undermine trust/reputation includes; poor product and service quality, staff misbehave,
compromising security/confidentiality standards, innovation and operational inefficiency, workplace
misconduct, poor governance standards etc.

Grievances handling procedure is in place to manage the reputational risk which includes collection of
regular customer grievances/complaints from all branches through suggestion boxes and grievance-
handling desks and addressing those grievances/complaints. Whistle blowing procedure is in practice for
handling and managing other issues which may create reputational risk. Grievances handling officer presents
the issues/reports to executive committee on periodic basis or need/case basis for acknowledgement or
addressing the issues.

Risk management department through CRO reports to RMC about reputational 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 issues.
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Disclosure under Basel lll as on Ashad end 2082

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 2082 are as follows.

A. Capital Structure & Capital Adequacy
1. Tier 1 Capital and a breakdown of its components

S.N Detail

a Paid up Equity Share Capital 4,875,702

b Equity Share Premium

© Proposed Bonus Equity Shares -

d Statutory General Reserves 1,261,834

e Retained Earnings 668,505

f Unaudited current year cumulative profit/ (loss)

g Capital Redemption Reserve

h Less: Goodwiill -

i Less: Intangible Assets -

j Less: Fictitious Assets 18,361

k Less: Purchase of land & building in excess of limit and unutilized 33,017
Total Core Capital 6,754,663

Amount (Rs. in. 000)

2. Tier 2 Capital and a breakdown of its Components
S.N Detail

Amount (Rs. in. '000)

a Cumulative and/or Redeemable Preference Share

b Subordinated Term Debt

© Hybrid Capital Instruments

d Stock Premium

e General Loan Loss Provision 686,208

f Exchange Equalization Reserve 453

g Investment Adjustment Reserve 2,500

h Accrued Interest Receivable on pass loan included in Regulatory Reserve 51,644

i Interest Capitalized Reserve included in Regulatory Reserve -

j Asset Revaluation Reserve

k Other Reserves (Regulatory Reserve For NBA with in 24 Months) =
Total Supplementary Capital 740,805

3. Total Qualifying Capital:
Detail

Amount (Rs. in. '000)

1 Core Capital (Tier 1) 6,754,663
2 Supplementary Capital (Tier 2) 740,805
Total Capital Fund 7,495,469

4. Capital Adequacy Ratio:

Detail Percentage
1 Tier 1 Capital to Total Risk Weighted Exposure 11.31%
2 Tier 1 and Tier 2 Capital to Total Risk Weighted Exposure 12.55%

5. Summary of the terms, conditions and main features of all capital instruments, especially in case of sub

ordinated term debts including hybrid capital instruments.

The bank has not raised any funds through subordinate term debt including any hybrid capital instruments.

6. 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
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the process for assessment of the adequacy of capital to meet regulatory requirements support current and
future activities and meet the Pillar | 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 NPRin 000's

i Risk Weighted Exposure for Credit Risk 54,896,673
ii Risk Weighted Exposure for Operational Risk 3,186,339
i | Risk Weighted Exposure for Market Risk 135
Total Risk Weighted Exposures before Pillar Il adjustment 58,083,147

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 540,933
iv. | Claims on Domestic Corporate
28,880,740
V. Claims on Regulatory Retail Portfolio 11,473,894
Vi. Claims secured by Residential Properties 2,636,165
vii. | Claims secured by residential properties (Overdue) 2,43,005
viii. | Claims secured by Commercial Real Estate 1,599,225
iX. Past Due Claims 37,152
X High Risk Claims 3,150,790
Xi Real Estate Loan for Land Acquisition & development (Other than Mentioned in Capital 1,74,910
Adequacy Framework 2015 - point 3.3(j) (1) (k)
Xii Lending Against Shares 2,331,211
xii | Real Estate Loan for Land Acquisition & development ( for institution /projects/ li- 1,235,014
censed and approved by Government of Nepal for land acquisition and development
purpose )
xiv | Personal Hire purchase loan / Personal Auto Loan 2,63,980
xv | Investments in equity and other capital instruments of institutions listed in stock ex- 416,914
change
xvi | Investments in equity and other capital instruments of institutions not listed in the 86,119
stock exchange
xvii | Staff loan secured by residential property 269,921
xviii | Other Assets 1161548
xix | Off Balance- Sheet Items 395,152
Total Credit Risk Weighted Exposures 54,896,673
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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

377,975

377,975

4 Total Risk Weighted Exposure calculation table:

S.N Particulars NPRin 000's

i. Risk Weighted Exposure for Credit Risk

ii. Risk Weighted Exposure for Operational Risk

iii. Risk Weighted Exposure for Market Risk

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

Total Risk Weighted Exposure

Overall risk management policies and procedures are not satisfactory. Add 2% of RWE

54,896,673
3,186,339
135

4,89,360
1,161,663
59,734,170

5. Amount of Non-Performing Assets (both Gross and Net)

Particulars Gross (in 000's) Net (in 000's)
i Re-structure & Reschedule
ii Substandard 560,964.78 422,05.72
iii Doubtful 890,963.72 448,330.2
iv Bad 1107,452.37 8174
Total Non Per forming Assets 2,559,380.86 878,553.3
6 NPA Ratios

Particulars Percent
i Gross NPA to Gross Loan & Advances 4.27%
iil Net NPA to Net Loan & Advances 1.53%
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) 2,559,380 1,867,729.16 691,651
iil Non-Performing Assets 4.27 % 3.43 % 0.84%

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

8,954.48
5,569.78
14,524.26

Particulars This Year Last Year Change
i. Loan Loss Provisions 2,5630,496.48 1,580,095.33 950,401.15
ii. Interest Suspense 500,016.25 481,220.83 18,795.41
V7
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10 Details of Additional Loan Loss Provisions

S.N Particulars NPRin 000's

i.
ii.
iii.
iv.
V.
Vi
vii

Provisioning for Pass Loans

Provisioning for Watchlist Loans

Provisioning for Restructured/Rescheduled Loans
Provisioning for Sub-standard Loans

Provisioning for Doubtful Loans

Provisioning for Bad Loans

others if any

Total amount of additional loan loss provision

488,696.523
360,972.417

138,859.058
442,633.526
1,099,334.953

2,530,496.478

11. Segregation of Investment Portfolio into Held for Trading, Held to Maturity & Available for Sale.

Particulars
Held for Trading

NPRin 000's

7
{
@

>

iil Held to Maturity 14,643,649.11
jil. Available for sale 649,926.93
Total Investment 15,293,576.04
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Namaste
'm Shanu

Shine for your Shining Life
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