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About this report
This report is a concise communication about how our Bank's purpose, strategy, governance, performance, and
prospects, in the context of its external environment, lead to the creation of value over the short, medium, and long

term. It reflects the Bank’s operating context, including regulatory, economic, and social factors that influence its

ability to generate sustainable value for stakeholders.

We are pleased to present our annual report which is %
international integrated reporting council, for the period 18

uided by international reporting framework issued by

Sharwan 2081 to 32"d Ashad 2082 in which we aim to

provide a balanced, accurate and concise overview of Bank's key activities, performance and strategic decision. The
scope of this report covers our financial and nonfinancial performance, including our outlook and objectives for the

short term as well as the medium to long term.

Targeted readers

This report is prepared for a broad range of stakeholders who
have an interest in the Bank's ability to create and sustain
value. These includes shareholders, regulators, investors,
customers, employees, government authorities, and society
at large. The content of this report reflects matters that are
important to these stakeholders and their relationship with
the Bank.

Reporting guidelines

This report is guided by the Integrated Reporting <IR>
Framework issued by International integrated reporting
council and prepared as per management discretion. Further,
the financial information herein were prepared in accordance
with the Nepal Financial Reporting Standards (NFRS) and our
reporting aligned with the Companies Act 2063, Bank and
Financial Institution Act 2063 and other relevant regulation
and standard as applicable.

As integrated reporting is not mandatory for Nepalese
organizations, so this report does not fully comply with all the
requirements of the Integrated Reporting <IR> Framework
issued by International Integrated Reporting Council(lIRC).
However, the Bank has adopted the guiding principles and
content elements of the framework to the extent considered
appropriate by management.

Materiality

We define material matters as issues, opportunities and
challenges which have. the potential to affect our ability to
create and sustain value for our stakeholders. The material
matters are identified through a combination of Board,
management and stakeholder inputs and influence our
strategy and the content of this report.

Forward-looking statements

Certain statements in this report on our financial
performance, operations and strategy may be considered as
forward-looking statements or forecast. These statements
are based on current assumptions and expectations and
are subject to risks and uncertainties beyond the Bank's
control, and which may cause the actual results to differ
substantially from those implied or expressed by the
forward-looking statements. Our auditors have not reviewed
or assured these statements.

Combined assurance and independent

assessment

We used a coordinated combined assurance process
to assess and assure various aspects of the business
operations, including elements of external reporting. Internal
assurances were obtained from management and the Board.
Our annual financial statements were externally audited by
Shyam Karki & Co, our auditors.
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LETTER OF TRANSMITTAL

To All shareholders,

Lumbini Bikas Bank Limited,

Nepal Rastra Bank,

Office of Company Registrar,

Securities Exchange Board of Nepal and
All Stakeholders

Subject: Transmittal of Annual Financial Report 2081-82

Annual Report for the year ended Ashadh 32", 2082
Dear Stakeholder,

| am pleased to submit Lumbini Bikas Bank Limited's Annual Financial Report
for the fiscal year 2081-82. The report provides a comprehensive overview of
the bank's strategic initiatives, responses to the evolving external environment,
diverse product portfolio, value-added activities, and stakeholder engagements.
It also includes a detailed analysis of financial highlights and key performance
indicators, showcasing LBBL's continued resilience and adaptability in the
dynamic financial landscape.

The enclosed financial statements offer a transparent and accurate view of LBBL's
financial health, prepared in compliance with relevant accounting standards. This
year's report also underscores the bank's strengthened commitment to corporate
social responsibility and sustainable business practices, aligning with our vision of
long-term value creation. Furthermore, the report includes the Board of Directors'
commentary, governance practices, and risk management strategies, providing
stakeholders with a comprehensive understanding of the bank’s operations.

We trust that this report will serve as a valuable resource of information for
shareholders, regulators, and other stakeholders, reflecting our efforts to enhance
transparency and accountability.

Thank you for your continued trust and collaboration with Lumbini Bikas Bank
Limited.
Yours sincerely,

Naresh Singh Bohra
Chief Executive Officer

>>>
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Organizational
overview

and external
environment

Organizational Overview

Lumbini Bikas Bank Limited (LBBL) is a national level development
bank licensed by Nepal Rastra bank as a B -category financial
institution under the Bank and Financial Institutions Act, 2073.
The Bank, which started with a determination to provide banking
services based on a client-centric approach and inclusive growth,
has developed to become a reliable financial service provider to
individuals, businesses, and communities in Nepal.

Inits 18 years of operation, and after the successful merger of several
financial institutions, LBBL has optimized its balance sheet, its
positions of governance, and its operations. The Bank has extensive
network of 89 banking branches and 1 extension counter, 20 ATM
machines and online platforms through which it offers diversified
banking and financial services to a large customer base. By the end
of the reporting period, the Bank has a workforce of 620 employees,
4,54,254 of deposit customers as well as 18,665 of credit borrowers.

The business model of the LBBL lies in responsible intermediation by
mobilizing deposits and directing money to productive sectors of the
economy without neglecting sound risk management and observing
regulatory requirements. The Bank is specialized in retail banking,
financing to small and medium-sized enterprises (SME), agricultural
financing, and priority-sector financing, thus making a contribution to
financial inclusion and sustainable economic growth. LBBL has been
continuously improving itself, in order to serve the stakeholders in the
most appropriate way.

Purpose, vision, and values

The Bank operates with the aim of generating a long-term value to the
stakeholders by providing reliable, accessible and innovative financial
solutions as well as being supportive to the national economic
priorities. Our vision focuses on customer-centricity, operational
excellence, and sustainable growth with the core values of integrity,
transparency, accountability, and service excellence. The bank has
always been driven by continuous quality services to its customers.
These values have formed our culture and decision making process,
to make sure that there is convergence between the strategy,
governance, and day to day operations.

Bank has made efforts to ensure that it provides the catalogue of
banking services it offers in @ manner that it does not have any rivals,
having completed the 18th Fiscal Year (and Eight years after the last
merger of Vibor Society Development Bank and Lumbini Finance and
Leasing Co. Ltd. on 25th Ashad 2074).

18" ANNUAL REPORT
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MISSION VISION DIRECTION

VISION, MISSION AND STRATEGIC DIRECTION

Vision Statement
To be a dynamic and trusted development bank in Nepal, recognized for excellence in customer-centric
financial services, sustainable growth, and impactful contributions to economic development.

Mission Statement

To deliver innovative, reliable, and inclusive banking solutions that empower individuals, businesses, and
communities; to expand access to financial services across the nation; and to continuously enhance
stakeholder value through prudent governance, operational excellence, and responsible growth.

Overall Strategic Objectives
The Bank's strategic objectives are designed to support sustainable growth while maintaining financial
stability and regulatory compliance:

. Strengthen Asset Quality:
Focus on prudent credit growth, effective credit risk management, and reduction of non-performing
assets.

- Enhance Profitability and Efficiency:
Improve operating efficiency, diversify income sources, and optimize cost management to trengthen
financial performance.

«  Promote Financial Inclusion:
Expand access to banking services for underserved communities, SMEs, and priority sectors in line
with NRB directives.

- Support Green and Sustainable Finance:
Increase financing to environmentally sustainable projects and integrate green banking principles
into operations.

- Strengthen Governance and Risk Management:
Maintain robust corporate governance, internal control systems, and compliance with NRB
regulations and international best practices.

« Leverage Digital Transformation:
Enhance digital banking platforms and service delivery channels to improve customer experience
and operational resilience.




ISSUER RATING

The development bank has received a Watch with
Negative Implications BB@rating from ICRA Ratings
Nepal Ltd.

ICRA Nepal has reaffirmed the issuer rating
assigned to Lumbini Bikas Bank Limited (LBBL) with
continuation of ‘Watch with Negative Implications’ at
[ICRANP-IR] BB@ (pronounced ICRA NP issuer rating
double B). Issuers with this rating are considered
to have moderate risk of default regarding timely
servicing of financial obligations. The rating is only
an opinion on the general creditworthiness of the
rated entity and not specific to any debt instrument.
The continuation of rating watch with negative
implications factors in the sustained pressure in the
bank's asset quality profile.

LBBL has adequate track record of operation. The
bank also has a fair track record of post-merger
operations, given that the most recent merger/
acquisition took place between 2012 to 2017. Through
organic/inorganic measures, LBBL has scaled up and
gained decent market share in the Nepalese class
B banking industry. Further, the bank's network of
89 branches contributes to the portfolio growth,
operational efficiency and portfolio granularity. The
rating has also derives some comfort from the bank's
adequate capitalisation at overall capital to risk
weighted assets ratio (CRAR) levels.
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OUR HISTORY & TIMELINE

Himchuli Bikas Birgunj Vibor Bikas Bhajuratna
Bank Ltd. Finance Ltd. Bank Ltd. Finance Ltd.

N\

Society Development Vibor Bikas

\Bank Ltd. (former H&B) Bank Ltd. )

Vibor Society Lumbini Finance &
Development Bank Ltd. Leasing Co. Ltd.

( LUMBINI BIKAS
¥ BANKLIMITED

Lumbini Bikas Bank Ltd. stands out as a single entity after
successful merger from five institutions viz Bhajuratna Finance
Ltd., Birgunj Finance Ltd., Himchuli Bikas Bank Ltd., Lumbini
Finance & Leasing Co. Ltd. and Vibor Bikas Bank Limited.

18" ANNUAL REPORT [2024/2025
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Shareholding Structure
The shareholding structure of the Bank's current paid-up capital comprises 51.01% promoter shareholding and 48.99% public

shareholding. The shareholding consists of individual and institutional investors, of which individual shareholders hold 83.78%
and institutional investors hold 16.22% of the total shareholding.

Share Holding Pattern % % Share Holding Structure

M Public M Promoter M Others Institutions M Individuals

Our Associates

The Bank has strategic investments
in associate entities operating within
the financial services sector. As at
the reporting date, the Bank holds
Board-level representation in the
following associate institutions.
These investments support strategic
collaboration, diversification, and
long-term value creation while adhering
to prudent governance standards.

*Composition of our Investment in Associates

M Deprosc Laghu Bitta Nadep Laghubitta M Muktinath

Bittiya Sanstha Ltd. Bittiya Sanstha Ltd. Capital Limited
Associate Entity Nature of Business Level of Influence H%T(;;/"g Reprssoe?r:fcja tion
Muktinath Capital Ltd. Merchant Banking | Significant influence 19.75% Yes
Deprocs Laghubitta Bittiya Sanstha Ltd. Microfinance Significant influence 12.76% Yes
NADEP Laghubitta Bittiya Sanstha Ltd. Microfinance Significant influence 10% Yes
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Mr.  Chintamani Bhattrai, holds Master
degree in Business Administration from
Tribhuwan University, has been involved in
leadership and management role in various
Financial Institutions with over 3 decades
of experience in the field. He is currently

1

Mr. Chintamani Bhattarai | (Promoter Group)

Chairman of Lumbini Bikas Bank Ltd.
Mr. Bhattarai is Management alumni of
an Indian Institute and has done special
courses in Corporate Governance (IIM
Bangalore) and Information Technology (IIM
Ahmadabad) India. Mr. Bhattarai's extensive

involvement with Rotary International is
highly noticeable as District Governor
of Rotary International, District 3292,
Nepal & Bhutan in year 2018/19. He has
been associated with Lumbini Bikas Bank
Limited since its inception as a Director,
MD, Chairman.

Mr. Ram Chandra Sigdel
(Promoter Group)

Mr. Ram Chadra Sigdel, holds MA, MCJ
degree from Purbanchal University,
has more than a decade's experience
in leadership and management field, as
Board Director of Banking and Financial
Institution. He has been associated with
academic sector as well as in business
sector. Currently, he is associated with
Tanahun Sewa Hospital Pvt. Ltd. as a
Director and also associated with BVM
Investment Co; as a Chairperson. He has
been associated with Lumbini Bikas Bank
Limited since Bhadra, 2075 as a Director.

Mr. Arjun Thapa | (Public Group)

Mr. Arjun Thapa an MBA degree holder from Tribhuwan University with more than
26 years of experience in different commercial banks with wide range of banking
exposures. He has been associated with Lumbini Bikas Bank Limited since Poush

2079, as a Director.

Mr. Ganesh Raj Regmi | (Public Group)

Mr. Ganesh Raj Regmi, holds a Master degree in Management from Tribhuwan University,
having professional experience with over two decades of exposure in Auditing and
finance field. Mr. Regmi is Associated with Sambriddhi Investment Pvt. Ltd. He has been
associated with Lumbini Bikas Bank Limited since Poush 2079, as a Director.

Mr. Prajan Pradhan
(Promoter Group)

Mr. Prajan Pradhan is an Advocate
(License No. 12527) and a seasoned
banking and  financial  services
professional with over two decades of
experience across commercial banks,
development banks, financial institutions
and consultancy roles in Nepal. He
holds a Master's degree in Business
Studies and a Bachelor's degree in Law,
combining strong legal acumen with deep
expertise in banking operations, credit
administration, corporate governance
and risk management.

Mr. Pradhan has served in senior
leadership positions including
Managing Director, Director, Senior
Manager, Branch Manager, Company
Secretary and Head of Credit
Administration in reputed institutions
such as Kumari Bank Limited,
Siddhartha Bank Ltd., Deva Bikas Bank
Limited, Vibor Bikas Bank Limited and
Lumbini Bikas Bank Limited. He is
widely recognized for his specialization
in  Anti-Money Laundering  and
Counter Financing of Terrorism (AML/
CFT), having conducted numerous
training,  workshops,  conferences
and institutional risk assessments

for banks, financial institutions,
cooperatives and government
agencies.

In addition to his executive roles, he is
an experienced consultant, trainer and
conference facilitator, contributing to
national-level AML/CFT frameworks,
feasibility studies and policy-related
handbooks for regulatory and revenue
authorities. He is a member of the
Appellate Court Bar Association, Lalitpur,
and is fluent in Nepali, English, Hindi
and Newari. He has been associated
with Lumbini Bikas Bank Limited since
Jestha, 2082 as a Director.

Mr. Keshav Khatiwada
(Public Group)

Adv. Keshav Khatiwada, holds a Master
degree in Business Studies and a
Master of Laws (LLM) in Business and
International Trade Law. He is a practicing
advocate with over a decade of
professional experience in the legal field,
during which he has been extensively
involved in both litigation and advisory
services.

Mr. Khatiwada, currently serves as an
Executive Board Member of the High
Court Bar Association, Patan, where
he actively contributes to institutional
governance, professional ethics,
and the advancement of the legal
profession. In addition, he is 3 Member

of the Constitutional Committee of the
Nepal Bar Association, participating in
deliberations and policy discussions
related to constitutional interpretation,
legal reform, and the rule of law in
Nepal.

His academic background in business
studies, combined with advanced
legal training in Business and
International trade Law, enables him
to provide informed legal counsel on
corporate, commercial, and regulatory
matters. Throughout his career, Mr.
Khatiwada has demonstrated a strong
commitment to legal excellence,
professional development, and the
strengthening of legal institutions in
Nepal. He has been associated with
Lumbini Bikas Bank Limited since
Falgun 2076, as a Director.

Mr. Jaya Dev Shrestha
(Independent)

Mr. Jaya Dev Shrestha With over 32
years' experience in public sector
financial management and five
years as an Accounts Member in
Debt Recovery Tribunal. Expertise
spans budgeting, audit, treasury
management, tax administration,
financial administration, and project
oversight. He holds a Master's in
Public Administration, a Master's
in Business Administration, and a
Bachelor's in Law from Tribhuvan
University. He has been associated
with Lumbini Bikas Bank Limited
since Falgun 2080, as a Director.
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OUR MANAGEMENT OF LUMBINI BIKAS BANK LIMITED

The management of Lumbini Bikas Bank Limited comprises the Chief Executive Officer and senior
executives of the Bank, including the Deputy Chief Executive Officer. The management team is
responsible for the day-to-day operations of the Bank and for implementing the strategies, policies, and
budgets approved by the Board of Directors. Management plays a key role in overseeing organizational
performance, ensuring regulatory compliance, and achieving the Bank's strategic objectives.

Our Executive Management Team

Mr. Naresh Singh Bohra, CEO

An MBA Degree holder form MONIRBA,
University of Allahabad, India, Mr.
Bohra has been in the field of Banking
for more than two decades. He had
started his banking career with Nepal
Bangladesh Bank Limited and joined
Lumbini Bikas Bank Limited on 2nd
Shrawan 2075, as Chief Executive
Officer. He was reappointed as CEQ for
his second tenure on 2079.04.02

MR. Suman Acharya, DCEO

Mr. Umesh Regmi, DCEO

Executive MBA Degree holder from
Purbanchal  University and CA
Intermediate from The Institute of
Chartered Accountants of Nepal,
Mr. Regmi has 21 years of experience
in Banking/Financial sector. He worked
in executive levels including CEO in
various BFls, is currently working as
Deputy Chief Executive Officer with
Lumbini Bikas Bank Limited.

MBA Degree holder from Tribhuvan University in 1999 and a topper of Central
Department and University Board Second, Mr. Acharya has more than 23 years
of extensive banking experience in various BFls. He was also rewarded with
the Krishna Chandra Regmi Award for Best Thesis in MBA at TU. He has served
in different commercial banks in various leadership roles and has headed the
merchant bank as Board of Directors, Chief Executive Officer, and Chairman. He
joined Lumbini Bikas Bank Limited on the 3rd of Baishak 2080 as Deputy Chief

Executive Officer.
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OUR NETWORK & BRANCHES

We believe in ever growing process so that we can serve to the clients widely. Lumbini Bikas
Bank is always concerned with the quality and timely services.

Koshi Okhaldhunga, Sunsari, Morang, Jhapa 1

Madhesh Parsa, Rautahgt, Mahottari, Dhanusha, Siraha, 1
Saptari, Sarlahi

Bagmati Chitwan, Rasuwa, Nuwakot, Kathmandu, Bhaktapur, 3641

9 Lalitpur, Kavrepalanchowk, Lele (Extension Counter)

Gandaki Kaski, Tanahu, Parbat, Syangja, Nawalparasi East 13

Lumbini Kapilbastu,‘Rupandehi, Banke, Nawalparasi West, 12
Dang, Bardiya

Karnali Surkhet 1

Sudurpashchim | Kailali, Kanchanpur 5

ATM Network

Head Office: Dillibazar

Gaur Bhakundebesi Mahendrapool
Tripureshwor Thamel Chhorepatan
Newroad, Pokhara Biratnagar Narayangarh
Tokha Bode Okhaldhunga
Basundhara Nepalgunj Birgunj
Kantipath Bani Rambazar

| Lele (extension counter)
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EXTERNAL ENVIRONMENT ANALYSIS AND

SUSTAINABILITY

Environment and Sustainability:

Lumbini Bikas Bank has been performing on Sustainability front through a multi fold approach viz. management of social and
environmental risks in strategic decision making, lending and developing innovative products and services. The bank has been
conducting environmental protection activities in an impeccable manner without compromising the need to conserve natural
resources and thus developing certain ways to reduce the environment pollution. The bank has been actively involved in
conducting activities like tree plantation which not only benefits the environment but also the eco-system as a whole.

PESTLE-G Framework

Lumbini Bikas Bank Limited (LBBL) is a bank that is exposed
to a dynamic external environment that is influenced by
political, economic, sociocultural and technological, legal,
environmental and geopolitical factors. The systematic
PESTLE-G analysis will allow the Bank to detect new risks
and opportunities as well as to adjust its strategic priorities
to the changing environment at the national and the global
level.

Political Factors

The political environment in Nepal has remained volatile
intermittently especially following the frequent change
of government and the coalition based government. This
uncertainty may have an effect on fiscal policies, regulatory
priorities and development agendas and as such the banking
sector. Any kind of alteration in the policies of taxation,
government expenditure, and monetary coordination
between the fiscal authority and Nepal Rastra Bank (NRB)
can impact on credit growth, liquidity management, and
long-term strategic planning. LBBL is highly aware of
political actions to maintain a strong level of resiliency in its
operations and alignment of the policy.

Economic Factors

The macroeconomic conditions have a major influence
in determining the performance of the Bank. The cost of
funds, credit demand, and the quality of assets are directly
affected by fluctuation of interest rates, exchange rates
and the general economic growth. Within this current macro
economic condition, LBBL focuses on sound credit rating,
balanced portfolio development and good management of
assets and liabilities to ensure financial stability.

Sociocultural Factors

The socio cultural factors like demographic population,
literacy, customer behaviour and the financial consciousness
play a significant role in influencing the banking penetration
and service delivery. Low financial literacy, in rural and semi-
urban regions, might restrict the use of formal banking and
digital services. Nevertheless, the growing awareness, the
growth of smartphone use, and the alteration of customer
expectations is the opportunity to expand. LBBL has been
keen on financial inclusion, training the customer and
personalized banking services to meet various needs in the
society.
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Technological Factors

The banking industry is being transformed by the rapid
changesin technology. Online banking platforms, automation,
data analgtics, artificial intelligence and cybersecurity
innovations provide the opportunity to increase efficiency
and customer experience. In parallel, the level of digitalization
increases the susceptibility to cyber-related risks and
vulnerabilities. LBBL appreciates technology as being a
strategic enabler and as such it has been determined to
promote its IT infrastructure, enhanced digital service
delivery, and well-enhanced information security systems to
protect customer trust, and operational continuity.

Legal Factors

Banking is a highly regulated sector with several laws
governing the banking sector, anti-money laundering and
combatingthefinancing of terrorism (AML/CFT) regulations,
data privacy policy, and prudential regulations put forward
by regulators. The consequences of non-adherence are
the fines and the damage to the reputation. LBBL has a
high compliance culture and constantly reviews its policies
and systems to make sure that the legal and regulatory
requirements are followed.

Environmental Factors

The financial industry has taken environmental sustainability
as a major concern. Natural disasters, environmental
degradation, and climate change are direct and indirect
threats to the banking activities and loan disbursement.
LBBL would incorporate the aspect of the environment in

its credit processes and encourage the concept of green
financing that contributes to environmental friendly projects.
The Bank has the agenda of reducing environmental risks
and enhancing positively the long-term ecological balance
through their sustainable banking practices.

Geopolitical Factors

The economic and financial sector of Nepal can be indirectly
influenced by global geopoalitical trends, such as regional
conflicts, disruption of trade, international sanctions, and
slowdowns of the economy. This can affect the flows of
capital, interest rate, inflation and stability of the currency.
LBBL monitors closely the economic and political trends
in the world to be able to predict the effects that may spill
over as well as reinforce its risk management and strategic
planning systems.

Conclusion

PESTLE-G analysis gives the Lumbini Bikas Bank Limited a
close-knitted view of the forces in the external environment
that affect its operations. The Bank can be in a better
position to counter the risks, take advantage of emerging
opportunities, and adjust to the rapidly evolving business
environment by taking preemptive actions to evaluate
the political, economic, sociocultural, technological, legal,
environmental, and geopolitical environment. Such a
long-term and systematic strategy contributes to the
sustainability of LBBL, its strength, and value generation
to all stakeholders.
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Information Technology & Digital Banking:
A Strategic Priority

In the rapidly transforming world of banking, Information
Technology (IT) has emerged as the cornerstone of innovation
and efficiency. For financial institutions, a robust, scalable,
and secure IT infrastructure is not just an operational
necessity, but a strategic asset that underpins every aspect
of the organization.

LBBL understands the critical role that technology plays
in meeting customer expectation, addressing competitive
pressure, and complying with dynamic regulatory
requirement. This insight has driven the bank to invest in the
cutting-edge technological solutions and to adopt a holistic
digital transformation strategy aimed at enhancing both
operational efficiency and customer satisfaction.

Comprehensive Digitization Efforts:

LBBL has pursued a clear vision of digital excellence
that encompasses the following milestones for the past
fiscal year.

2 Data Center and Network Enhancement
- Upgraded its Data Center (DC) and Network

infrastructure to a robust fault tolerant architecture

with High Availability (HA)

2 Innovative Security Measure
- Deployed Security Operations Center (SOC) as an
outsourced service for 24/7 monitoring
- Enhanced the configuration of SIEM, WAF, and EGD.
2 Customer-Centric Innovations:
- Enhanced mobile banking application to support Digital
Fixed Deposit feature
- Collaborated with digital payment channels including
NepalPay, FonePay, and SCT
- Integrated Cross-Border payment and transaction
services
2 Operational Optimization
- Enhancement of features in Operations Management
System (OMS), Smart Credit, and Centralized Account
Opening (CAQ)
- Deployment of more robust software for AML compliance
and reporting

Future proofing with innovation:
LBBL has taken a continued approach to secured IT and
Digital Banking with a targeted long-term plans that include:
- Automation and Robotic Process Automation (RPA)
- Security & Compliance
- Enhancing Capability
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GREEN BANKING AND
GREEN FINANCING POLICY

Lumbini Bikas Bank Limited (LBBL) is committed to promoting green
banking and green financing practices in line with the directives and Green
Finance Guidelines issued by Nepal Rastra Bank (NRB). The Bank integrates
environmental and social considerations into its operational activities and credit
processes with the objective of supporting sustainable economic development
while managing environmental and climate-related risks.

The Bank has adopt, measures aimed at reducing its internal environmental
footprint, including the use of energy-efficient systems, digitization of banking
services, and responsible resource utilization. These initiatives contribute to
improved operational efficiency and reduced carbon emissions.

On the financing side, LBBL prioritizes the mobilization of credit toward
environmentally sustainable sectors, including renewable energy, energy-
efficient housing, green mortgages, and other eligible green loan products. The
Bank actively seeks to increase the proportion of green financing within its loan
portfolio while ensuring compliance with applicable prudential norms and risk
management standards.

Recognizing the long-term opportunities presented by the transition to a green
economy, LBBL has moved beyond opportunistic financing and is progressively
embedding green banking principles into its core strategy, policies, and risk
assessment framewaorks. Through this approach, the Bank aims to support the
development of a circular, inclusive, and sustainable economy, while aligning
its growth objectives with national priorities and regulatory guidance on
environmental and social responsibility.

By embedding green banki inciples into its policies, operations, and lending
framewo B N
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Performance af;d outlook

5 year at a glance

Financial Performance

Particulars ‘ For the Year ‘ For the Year ‘ For the Year ‘ For the Year ‘ For the Year
2081-82 2080-81 2079-80 2078-79 2077-78
Financial Position
Particulars As on As on ‘ As on ‘ As on Year ‘ As on
2081-82 2080- 81 2079-80 2078-79 2077-78
Investment 13,017,523137 12,352,950,242 8,365,830,573 | 9,089,543843 5561157310
Key Highlights Profitability Trend

Balance Sheet Growth

The Bank achieved strong balance sheet expansion
over the last five years which is supported by steady
growth in loans and advances and a stable deposit
base.

Core Income Strength

Resilient core income performance reflects the
effective interest margin management and diversified
revenue streams of the Bank.

Moderated Profitability in FY 2081-82 of bank
is primarily due to prudent provisioning and a
conservative risk management approach amid
prevailing economic conditions.

Capital Adequacy & Stability

Continuous growth in share capital and reserves have
strengthened the Bank’s capital base and supported
long-term financial stability.
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MAJOR FINANCIAL HIGHLIGHTS

A) Financial performance

i) Net Profit Amount in million

Year | Amount

2081-82 241711

2080-81 54367

2079-80 49767

2078-79 63719

2077-78 43397

2076-77 378.56

The Bank's net profit showed strong performance with some
year-to-year volatility. Profit has steadily increased from Rs.
378.56 million in FY 2076-77 to a peak of Rs. 63719 million
in FY 2078-79, reflecting robust operating performance.
After a moderation in FY 2079-80, profitability recovered in
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FY 2080-81to Rs. 543.67 million. In FY 2081-82, net profit
declined to Rs. 24111 million, mainly due to higher provisioning
and a prudent, conservative risk approach. Overall, the Bank
remained consistently profitable, highlighting operational
resilience and sound financial management.

ii) Total operating income R
Amount in million

Year | Amount
2081-82 2,150
2080-81 2,037
2079-80 2,047
2078-79 1,737
2077-78 1,523
2076-77 1,294

Total operating income
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Fiscal Year

The Bank's total operating income demonstrates a clear long-term growth trend, reflecting strengthening core operations.
Operating income increased from Rs. 1,341 million in FY 2075-76 to Rs. 2,150 million in FY 2081-82, highlighting improved
scale and revenue generation capacity. After steady growth up to FY 2078-79, income stabilized at a higher level during FY
2079-80 and FY 2080-81, before reaching its highest level in FY 2081-82. Overall, the sustained growth in operating income
underscores the Bank's expanding business base, effective income diversification, and operational resilience.

iii) Net interest income Amount in million

Year | Amount
2081-82 1,857.30
2080-81 1,754.83
20739-80 184379
2078-79 1,532.36
2077-78 1,211.00
2076-77 114975

Net Interest Margin Trend for 6 Years
80000

700.00
6,00.00
5,00.00
4,00.00
3,00.00
2,00.00
1,00.00

Amount in Million

0

2076-77  2077-78

2078-79 2079-80

2080-81 2081-82

mmmm Interest Income
Net Interest Income

mmmm |Interest Expenses
------- Linear Net Interest Income)

Netinterestincome of bank has increased from Rs. 1,149.75 million (FY 2076-77) to Rs. 1,857.30 million (FY 2081-82), reflecting
a strong growth in core banking income. While income peaked at Rs. 1,843.79 million in FY 2079-80, a slight moderation was
observed in FY 2080-81 due to margin pressure and market conditions. The rebound in FY 2081-82 to the highest level in
the period indicates improved pricing, balance sheet optimization, and effective asset-liability management. Compared to the
base year (FY 2076-77), net interest income has grown significantly, demonstrating strengthened core banking performance

and sustainable earnings capacity.
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iv) Earning per share

Year | Amount
2081-82 6.65
2080-81 1545
2079-80 1471
2078-79 194
2077-78 14.93
2076-77 1394

The Bank's earnings per share (EPS) exhibited strong
performance with some volatility over the review period. EPS
has increased from Rs. 13.94 in FY 2076-77 to a peak of
Rs. 19.40 in FY 2078-79, reflecting robust profitability and
efficient capital utilization. After moderating to Rs. 14.71 in
FY 2079-80, EPS improved to Rs. 1545 in FY 2080-81,
indicating a recovery in earnings. In FY 2081-82, EPS
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declined to Rs. 6.65, mainly due to lower net profit reflecting
a prudent and conservative financial approach. Overall,
despite short-term fluctuations, the EPS trend highlights
the Bank's ability to generate shareholder value while
maintaining capital strength and regulatory compliance.

B) Financial position £000000 Total Assets ..
i) Total Assets Amountinmilon  wowos —fE
Year | Total Assets §eo000 T
2081-82 67864.52 S o000l
2080-81 69,08760 £ 4000000
2079-80 58,891.46 30,000.00
2078-79 56,688.51 20,000.00
207778 4412517 O'002076-77 207778 207879  2079-80  2080-81 2081-82
2076-77 34,496.58 Fiscal Year

The Bank's total assets recorded strong long-term growth over the review period, increasing from Rs. 34,496.58 million in FY
2076-77 to Rs. 67,864.52 million in FY 2081-82, reflecting sustained balance sheet expansion and business scale-up. The
asset base grew steadily up to FY 2080-81, followed by a marginal moderation in FY 2081-82, indicating a more cautious and
quality-focused growth approach amid prevailing economic conditions. Going forward, the Bank's emphasis on prudent credit
expansion, asset quality improvement, and optimal balance sheet management is expected to support stable and sustainable
asset growth in line with regulatory requirements and risk appetite.

ii) Total loan and advance

Amount in million 6000000 Totalloanand advance .-~
Year | Total loan & Advance E e
2081-82 4964648 g e
2080-81 4960865 $ 0000w’
< -~

2079-80 44,570.34 539000000

2078-79 4113347 2000000

2077-78 33,000.44 10,000.00

2076-77 25,766.60 000

2076-77 2077-78 2078-79 2079-80 2080-81 2081-82
Fiscal Year

The Bank's loans and advances portfolio expanded consistently over the review period, increasing from Rs. 25,766.60 million
in FY 2076-77 to Rs. 49,646.48 million in FY 2081-82, reflecting sustained credit growth and increased market outreach.
Growth remained steady through FY 2080-871, while the marginal increase in FY 2081-82 indicates a more selective and
quality-driven lending approach amid evolving economic conditions. Going forward, the Bank's focus on prudent credit
appraisal, portfolio diversification, and asset quality management is expected to support sustainable loan growth in line with
regulatory guidelines and risk appetite.
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iii) Sector Wise loan and Advance

F.Y 2081.82 F.Y 2080.81

Change %
Industry/Sector Exposure LEiEE)
Principal | % to Total - Principal (Decrease)
Loan
1 Agricultural and Forest Related 7184.00 | 6488.22 13.07% | 697400 | 641567 113%
2 Fishery Related 58.00 18814 0.38% 53.00 18417 216%
3 Mining Related - - 0.00% - - 0.00%
4 Agriculture, Forestry & Bevarage 16400 | 134872 2.72% 153.00 989.76 36.27%
Production Related
5 Non-food Production Related 24700 | 161140 3.25% 263.00 | 104200 54.64%
6 Construction 11700 | 119344 240% 116.00 83758 42.49%
7 Power, Gas and Water 3100 | 220747 445% 53.00 | 398999 -44867%
8 Metal Products, Machinary 29.00 166.53 0.34% 30.00 210.76 -20.99%
& Electronic Equipment &
Assemblage
9 Transport, Communication and 343.00 80775 163% 376.00 561.27 4392%
Public Utilities
10 | Wholesaler & Retailer 130500 | 514347 10.36% | 134000 | 477594 770%
1 Finance, Insurance and Real Estate 25300 | 577770 11.64% 28500 | 744590 -22.40%
12 | Tourism Service 27400 | 2984.30 6.01% 25400 | 213790 39.59%
13 | Other Services 20100 | 2,583.80 520% 236.00 | 275975 -6.38%
14 | Consumption Loans 8129.00 | 195120.26 3851% | 803100 | 1822915 4.89%
15 | Local Government - - 0.00% - - 0.00%
16 | Others 330.00 25.27 0.05% 260.00 28.81 -12.27%
TOTAL 18,665.00 | 49,646.48 18,424.00 | 49,608.65

Sector Wise Concentration Bank need to spread overall lending risk as widely as possible to reduce exposure to any one
industry and thus reduce overall exposure risk and profit volatility. Bank can reduce portfolio risk by making advances to a
wide variety of industries, spreading the risk among a broad client base. Being very aware of the risk of over concentration in
any one sector, banks usually operate within industry thresholds, limiting credit exposure to achieve the best mix of individual
and portfolio safety. Although loans concentration in one particular industry may appear sound and profitable, external factors
may substantially affect some industries and so may hinder the profitability. Nepal Rastra Bank has also provided limit in
lending to restrict exposure to any one sector, Bank is within such limits.

Sector Wise Exposure % to Total Loan

[ Agricultural and Forest Related

m Agriculture, Forestry & Bevarage
Production Realated

Non-food Production Related
B Construction
[ Power, Gas and Water

[ Transport, Communication and
Public Utilities

B Wholesaler & Retailer
[ Finance, Insurance and Real Estate
Tourism Service

M Other Services

Bl Consumption Loans
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The Bank’s sector-wise loan and advance portfolio reflects a diversified lending strategy aimed at supporting key economic
sectors while maintaining prudent risk management practices. As of FY. 2081/82, total loans and advances stood at Rs.
49,646.48 million, compared to Rs. 49,608.65 million in the previous year, indicating portfolio stability with selective growth
across priority sectors.

Consumption Loans continue to represent the largest share of the portfolio, accounting for 38.51% of total loans. This reflects
sustained retail demand and the Bank's focus on secured and fixed income based lending, which offers relatively stable returns
with controlled credit risk.

The Agricultural and Forest Related sector remains a key priority area, contributing 13.07% of total loans. This aligns with the
Bank's commitment to supporting agriculture-based economic activities and financial inclusion, particularly in rural and semi-
urban areas.

Loans to the Wholesale & Retail Trade sector account for 10.36%, demonstrating continued support to trading businesses and
supply-chain activities that drive domestic commerce.

Similarly, exposure to Finance, Insurance and Real Estate stands at 11.64%, though it declined compared to the previous year,
reflecting a cautious approach amid market volatility.

The Tourism Service sector showed notable growth, increasing by 39.59%, indicating gradual recovery in tourism-related
activities. Construction, Non-food Production, and Agriculture, Forestry & Beverage Production sectors also recorded
significant growth, highlighting renewed investment activity in productive sectors.

Conversely, lending to Power, Gas and Water declined by 44.67%, and Metal Products, Machinery & Electronics decreased by
20.99%, reflecting sector-specific risk reassessments and changing market dynamics.

Overall, the Bank has consciously avoided excessive concentration in any single sector. Credit exposure is maintained within
industry thresholds prescribed by Nepal Rastra Bank, ensuring compliance with regulatory limits and reinforcing portfolio
resilience. This diversified sectoral allocation helps mitigate concentration risk, reduce earnings volatility, and safeguard asset
quality against adverse external shocks.

iV] Total Deposit Amount in million Total Deposit Amount
6023379 5880851
Year | Amount < 058430
2081-82 5880851 3 “orass
2080-81 6023379 < =
’ : 2 2970526
2079-80 50,584.30
2078-79 4514484
2077-78 37162.81
2076-77 29705.26 2076-77 207778 207879  2079-80  2080-81 2081-82
Fiscal Year

The Bank’s total deposit base has demonstrated strong and sustained growth over the six-year period, reflecting increasing
customer confidence, effective deposit mobilization strategies, and an expanding market presence. Total deposits increased
from Rs. 29,705.26 million in FY 2076/77 to Rs. 58,808.51 million in FY 2081/82, representing an overall growth of nearly 98%
during the review period of 6 Years. This significant expansion highlights the Bank's ability to consistently attract and retain
deposits across diverse customer segments.

V] DePOSit category Amount in million
Deposit category 2081/82 % To Total 2080/81 % To Total
Current 1,295.54 2.20% 1,089.08 1.81%
Saving 18,984.54 32.28% 12143.31 2016%
Fixed 3349567 56.96% 42,060.81 69.83%
Call and Margin 503276 8.56% 4,94060 8.20%
Total Depaosit 58,808.51 60,233.79

18" ANNUAL REPORT [2024/2025
39



Toaa [ §db 1.

~ T T o —
Lumbini Bikas Bank Ltd. %

Category of Deposits
2.20%

M Current

Saving

32.28%
| Fixed

Call and Margin

vi) Number of Deposit Account

The Bank has recorded consistent and robust growth in the

ieEr | SRR ECER number of deposit accounts over the last six fiscal years,
2081-82 454,254 reflecting expanding customer outreach and growing trust
2080-81 437913 in the Bank's services.
2079-80 394,804
2078-79 331447
2077-78 268,867
2076-77 218,840

Number of Deposit Account

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

2076-77
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OTHER FINANCIAL INDICATOR

A) Financial performance
i) Distributable Profit

Year | Amount in Million

2081-82 184.37
2080-81 31164
2079-80 23508
2078-79 42311
2077-78 36897
2076-77 26379

Despite a decline in distributable profit
inFY 2081/82, the Bank's distributable
earnings over the review period remain
fundamentally strong, supported
by historically robust profitability,
prudent provisioning, and a sustained
capacity to generate returns across
business cycles

ii) Return on total asset (ROTA)

Year | Percentage (%)
2081-82 0.36%
2080-81 0.79%
2079-80 0.85%
2078-79 112%
2077-78 0.98%
2076-77 110%

B) Productivity and Efficiency

i) CD Ratio
Year | Percentage (%)
2081-82 85.45%
2080-81 8316%
2079-80 88.71%
2078-79 89.21%
2077-78 81.38%
2076-77 76.28%

The CD Ratio remained within a
prudent range throughout the review
period, reflecting effective liquidity
management and balanced credit
growth.
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ii) Interest Spread (%)

Year | Percentage (%)
2081-82 3.09%
2080-81 4.58%
2079-80 4.58%
2078-79 420%
2077-78 414%
2076-77 413%

The Bank's interest spread remained stable and healthy over
the review period, with a decline in FY 2081/82 reflecting
competitive pricing and prudent asset-liability management
amid changing interest rate conditions.

iii) Cost of Fund (%)
Year | Percentage (%)
2081-82 5.35%
2080-81 764%
2079-80 9.92%
2078-79 9.28%
2077-78 6.33%
2076-77 784%

The Bank's cost of fund is 5.35% in FY 2081/82, reflecting
improved deposit mix, effective interest cost management,

and easing funding pressures.

iv) Base Rate (%)

Year | Percentage (%)
2081-82 6.82%
2080-81 9.40%
2079-80 11.92%
2078-79 10.92%
2077-78 818%
2076-77 9.92%

The Bank's base rate showed a declining trendin recent years,
settling at 6.82% in FY 2081/82, reflecting easing market
interest rates and effective cost of fund management.

C) Risk management

i) Non Performing Assets (NPA)

Year | Percentage (%)
2081-82 471%
2080-81 3.52%
2079-80 3.36%
2078-79 1.70%
2077-78 217%
2076-77 2.69%

The Bank's NPA ratio increased to 4.71% in FY 2081/82
amid a challenging credit environment; however, it remains
under close management focus with strengthened recovery,
monitoring, and provisioning measures to safeguard asset
quality and stakeholder interests.
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ii) Loan Loss Provision/Loan

Year | Percentage (%)
2081-82 5.33%
2080-81 377%
2079-80 3.28%
2078-79 2.64%
2077-78 319%
2076-77 2.94%

The Bank's LLP-to-Loan ratio in FY 2081/82 is 5.33%,
reflecting a prudent and forward-looking provisioning
approach to strengthen financial position resilience
and protect stakeholder value amid elevated credit risk
conditions.

iii) Capital adequacy ratio

Year | Percentage (%)
2081-82 13.56%
2080-81 13.40%
2079-80 12.85%
2078-79 1M.72%
2077-78 13.26%
2076-77 14.20%

The Bank's capital adequacy ratio remained consistently
above the minimum requirement prescribed by Nepal Rastra
Bank, standing at 13.56% in FY 2081/82, thereby ensuring a
strong capital buffer to support growth and absorb potential

risks.

iv) Liquidity ratio

Year | Percentage (%)
2081-82 28.33%
2080-81 28.40%
2079-80 23.37%
2078-79 2143%
2077-78 2510%
2076-77 24.99%

The Bank's liquidity ratio remained well above the minimum
level prescribed by Nepal Rastra Bank, standing at 28.33%
in FY 2081/82, demonstrating strong short-term liquidity
management and the Bank’s ability to meet its obligations
while protecting depositor confidence.
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D) Shareholder Value

i) Return on equity

Year | Percentage (%)
2081-82 3.50%
2080-81 813%
2079-80 8.00%
2078-79 1112%
2077-78 8.20%
2076-77 8.52%

The Bank's return on equity moderated to 3.50% in FY
2081/82 following a strong performance in prior years,
reflecting a conservative stance amid higher provisioning
and capital buffers while maintaining a focus on long-term
shareholder value.

ii) Book value per share

Year | Rs Per Share
2081-82 190.20
2080-81 190.08
2079-80 183.78
2078-79 17447
2077-78 18217
2076-77 1636

The book value per share of the Bank showed a steady
upward trend, reaching Rs. 190.20 in FY 2081/82, reflecting
sustained net worth growth and strengthening intrinsic
value for shareholders.

iii) Distributable profit per share (DPS)

Year | Rs Per Share
2081-82 509
2080-81 8.86
2079-80 8.89
2078-79 14.02
2077-78 1497
2076-77 10.81

The Bank's distributable profit per share declined to Rs. 5.09
in FY 2081/82 from higher levels in earlier years, reflecting
short-term earnings pressure, while the Bank remains
focused on strengthening core profitability to support
sustainable shareholder returns.
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iv) Earning per share (EPS)

Year | Rs Per Share
2081-82 6.65
2500
2080-81 1545
2079-80 14.71 2000
2078-79 194 N
2077-78 1493 8 500
2076-77 13.94 2
& 1000
The Bank's earnings per share moderated to Rs. 6.65 in FY
2081/82 compare to the previous year. It is mainly due to 500
higher provisioning and margin pressures, while maintaining a
focus on sustainable long-term profitability for shareholders. 000
v) Market Price per Share (MPS)
Year | RS Per Share
2081-82 480.69 700.00
2080-81 416.60 60000
2079-80 413.00 50000
2078-79 34100 g
240000
2077-78 585.00 e
230000
2076-77 181.00 2
The Bank's market price per share exhibited volatility over 20000
the review period, with a strong rebound to Rs. 480.69 in 10000
FY 2081/82, reflecting renewed investor confidence and
positive market expectations regarding the Bank's long-term 9%
fundamentals.
vi) Price to Earning (P/E) Ratio
Year | Ratio 0
2081-82 72
2080-81 27 °
2079-80 28 *0
2078-79 18 50
2077-78 39 g 40
2076-77 13 € 3
The Bank’s P/E ratio increased sharply to 72 in FY 2081/82, 20
reflecting higher market valuation expectations, indicating 10
strong investor confidence in the Bank's future growth 0
prospects.
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E) Staff Productivity
i) Deposit per staff

Year | Amount in Million
2081-82 94.85
2080-81 9531
2079-80 79.79
2078-79 73.53
2077-78 6819
2076-77 579

Deposit per staff increased significantly over the period,
reaching Rs. 94.85 millionin FY' 2081/82, indicatingimproved
staff productivity and efficient deposit mobilization.

ii) Loan per staff

Year | Amount in Million
2081-82 80.07
2080-81 7849
2079-80 70.30
2078-79 66.99
2077-78 60.55
2076-77 50.23

Loan per staff rose steadily to Rs. 80.07 million in FY
2081/82, demonstrating improved staff productivity and
efficient credit expansion.

iii) Profit per staff
Year | Amount in Million
2081-82 0.39
2080-81 0.86
2079-80 078
2078-79 1.04
2077-78 076
2076-77 074

Profit per staff moderated to Rs. 0.39 million in FY 2081/82.
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Fiscal Year

Amount in Million

Profit per staff

0.86

5207677 ®=2077-78 =2078-79 = 2079-80 m2080-81 m2081-82
Fiscal Year
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OUR PRODUCT
CREDIT

Borrowers have the option to select personalized credit
solutions tailored to their specific requirements, whether
they are in immediate need of a loan, seeking revolving
credit for future use, or considering options such as a home
loan, Hire purchase loan, comfort loan, or professional
loan. Some loan category offered by LBBL for its valued
customer is as follows.

Loan against Share/ Fixed deposit/ Gold

Business loan

Personal loan

Professional loan

Home loan

Education loan

Hire purchase loan

Comfort loan

Working capital loan

Real estate loan

DEPOSIT

Customers have the flexibility to initiate the opening of
diverse accounts with our bank either through a physical
visit to our branches or via our online portal. Furthermore,
they have the autonomy to designate specific plans aligned
with their financial objectives and align them to accrue
enhanced interest in accordance with the bank's prevailing
interest rates

o
o
o
o
3

o

o
o
o
o
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o

Call account: The Call account functions as the primary
account for clients, earning interest on a positive balance.
Saving account: clients can choose the category of account
based on their need.
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Fixed-term deposit: clients can choose single or multiple
deposits based on their investment preference

Current account: serves as the client's main account for
transection purpose.

Various deposit product offered by
bank for the year include:

Akshaya Kosh Bachat
Bal Surakshya Bachat
Check In Saving Account
Lumbini Talab Khata
Lumbini Sahayatra
Muddhati Khata

Nari Bachat

Normal Saving

DIGITAL TRANSECTION

Through our digital banking platform, clients can
conveniently conduct transactions at any time and from
any location. Clients have the seamless option to bank
through our dedicated app, make payments using their
card, or effortlessly tap their phone for swift and efficient
transactions.

<> Premium Saving
Recurring Deposit
Sadharan Bachat
Senior Citizen Saving
Shareholders Saving
Sahaytra Bachat

Welcome Saving

K3
o
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Payments (real time clearing or normal transfers)

g

% Scanto pay % Internet banking
% Virtual card payments  « Mobile banking app
% Payme % Cradles withdrawal

X3

o

Online shopping

As an autharized foreign exchange dealer, we offer a
range of services for our clients. We facilitate the following
transactions:

% Receiving foreign currency

Spot market transactions

Purchasing of foreign cash.
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At Lumbini Bikas Bank Ltd. value creation lies at the heart
of our strategy and operations. Guided by our vision of
sustainable growth and inclusive banking, we create long-
term value for our stakeholders by efficiently deploying
financial, human, intellectual, social, and natural capital within
a robust governance and risk management framework.

Our value creation model integrates stakeholder needs,
prudent risk management, and responsible banking practices
to generate sustainable outcomes over the short, medium,
and long term.

Strategic Inputs

We leverage the following key capitals to deliver value:
Financial Capital: Strong capital base, diversified deposit
portfolio, and prudent liquidity management

Human Capital: Skilled, motivated, and ethically driven
workforce supported through continuous learning and
performance management

Intellectual Capital: Robust policies, digital banking
platforms, product innovation, and operational systems
% Social & Relationship Capital: Trusted relationships
with customers, regulators, communities, and business
partners

Natural Capital: Commitment to responsible banking
through green financing and environmentally conscious
operations

2
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Our Business Activities

Value is created through disciplined execution of core
banking and development-oriented activities:

Mobilization of deposits and efficient credit deployment
Focused lending to priority, SME, agriculture, and retail
sectors

Expansion of digital banking and customer-centric
services

K3
o
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Strong risk governance, compliance, and internal control

D

systems

% Ethical conduct, transparency, and sound corporate
governance

« Community engagement and financial inclusion

initiatives operations

Value Delivered to Stakeholders

Our integrated approach delivers measurable and non-

measurable value to stakeholders:

Customers: Accessible, reliable, and innovative financial

solutions

« Shareholders: Sustainable returns, asset growth, and
long-term value enhancement

% Employees: Inclusive work environment, career growth,
and well-being

% Regulators: Strong compliance, transparency, and risk
discipline

+« Communities: Economic empowerment, financial literacy,
and social development

2
”Q

Outcomes and Impact

Through responsible resource allocation and stakeholder-

focused execution, the Bank achieves:

Sustainable financial performance and asset quality

« Strengthened customer trust and expanding market
presence

« Enhanced employee engagement and organizational

resilience

Positive social and economic impact across communities

% Long-term institutional stability and value preservation

K3
o

g

Looking Ahead

As we move forward, Lumbini Bikas Bank remains committed
to strengthening its value creation process through digital
transformation, innovation, prudent risk management,
and responsible banking practices-ensuring value for all
stakeholders while contributing meaningfully to National
economic development.
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Our business model

Our business model focuses on creating sustainable value by responsibly mobilizing and allocating financial resources to
support individuals, businesses, and communities. By leveraging our financial, human, intellectual, social, and technological
capital, we maintain financial resilience, ensure regulatory compliance, and promote ethical banking practices. Our model
balances profitability with prudential risk management, financial inclusion, and long-term economic development, enabling us
to deliver consistent returns to stakeholders while contributing positively to society.

To create Wealth, Sustaining Nations, Elevating Stakeholder Prosperity, we conduct the following activities by optimally
utilizing our available resources.

Value added activity

Available Resources

Financial capital

Primary activity

Secondary activity

Outcome

How we share the value

Financial
shareholder

capital  arises
investment,
and borrowings. This

operations, enabling it to provide
various financial services

from | -
retained | -
earnings, other reserves, deposits, | -
resource | -
forms the backbone of the bank's| -

Accepting deposits
Providing loans
Facilitating payments
Currency exchange
Safe deposit locker
services

Financial advisory
Financial literacy
training
Environmental
protection initiatives
Human resource
development
Training and
facilitation
Research and
development

- Return on Equity
(ROE): 3%

- Book Value Per
Share (BVPS):
RS 190.20

The financial performance for
fiscal year 81-82 was marked by
a commendable total profit of Rs.
241106,426..

Human capital

Human capital comes from people’s
competencies,  capabilites, and
experiences. The recruitment
process is centered on identifying
individuals who align with the
organization's culture and values,
contributing both skills and a positive
attitude to drive strategic objectives

- Recruitment and

talent acquisition

- Employee retention

strategies

Employee training
and development.
Fostering
organizational culture
and motivation

620 highly skilled
employee

Throughout fiscal year 2081 82,
the bank facilitated 95 training
sessions,. Financial investmentsin
enhancing skills amounted to Rs.
8,538,629, while comprehensive
employee  benefit  expenses
totaled Rs. 453,193,079.

Infrastructure capital

Infrastructure capital includes the |

bank’s
branch

infrastructure,
ATM

physical
network,
and other facilities essential for

network, | .

Establishment and
maintenance of
branch offices
Expansion of ATM

Operational
infrastructure
upgrades.
Enhancing

Total branches:
90 including ex
tention counter
Total ATMs: 20

The bank's extensive network
efficiently delivers services to
454,254 depositors and 18,665

operational activities networks accessibility for borrowers.
P stakeholders
Intellectual capital
. Mobile banking
Intellectual capital comprises | _Enhancmg T Developing digital users: 127,281
e infrastructure. . Customers benefited from total
the organizational structure, | ) banking platforms Internet ) !
h : - Implementing 4 - : . |interest payments amounting to
information technology network, ! Innovating financial banking users: - i
- ; cybersecurity : Rs. 3,765 million during the fiscal
and technologies used to deliver services 4318
measures year.

products and services efficiently.

Debit card
users: 27,346

Social and relationship capital

This  capital
relationships

represents

among clients,

shareholders, employees, and other |

stakeholders. It also encompasses
the bank’s contributions to social
development and sustainability.

the |

Client relationship
management
Shareholder
engagement

Community
development
programs

- Corporate Social

Responsibility (CSR)
initiatives

- Loan customers:
18,665

- Deposit
customers:
454,254

The bank conducted numerous
training and development
programs focusing on financial
literacy, environmental protection,
and sustainable development.
CSR expenses for fiscal year
2081-82 totaled Rs. 1,914,350
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STAKEHOLDER ENGAGEMENT AND VALUE CREATION

At Lumbini Bikas Bank Ltd., our stakeholders are central to our purpose and long-term success. We recognize that sustainable
value creation is achievable only by understanding and fulfilling the evolving needs of those who are directly or indirectly

impacted by our business activities.

Stakeholders comprise individuals and institutions influenced by our operations across financial, social, and economic
dimensions. Guided by our commitment to “Creating Wealth, Sustaining Nations, and Elevating Stakeholder Prosperity,” the
Bank strives to empower financial well-being and enhance the quality of life of all stakeholders through timely, responsible,

and appropriate responses to their needs.

Key Stakeholders and Our Approach:

Clients

Relevant Capitals: Financial Capital | Social & Relationship Capital | Intellectual Capital

Stakeholder Needs

o Access to financial products and
services

« Financial advice and guidance

« Transparent and affordable pricing

« Financial literacy and awareness

| Our Response

« Provision of diversified deposit, credit,
and digital banking products

« Delivery of need-based financial
consultation to improve customers'
financial resilience

« Transparent pricing structures
in compliance with regulatory
requirements

« Implementation of financial literacy and
awareness programs for the public

| Outcome

« Improved access to finance

« Enhanced customer trust and
satisfaction

« Strengthened long-term
customer relationships

Employees

Relevant Capitals: Human Capital | Intellectual Capital

Stakeholder Needs

o Safe, inclusive, and healthy work
environment

« Job security and career continuity

« Performance management,
recognition, and skill development

« Opportunities for professional
growth

| Our Response

o Clear internal communication and
defined roles and responsibilities

« Continuous learning, training, and
leadership development initiatives

« Performance-based evaluation and
recognition mechanisms

« Employee well-being initiatives and
career progression opportunities

| Outcome

« Engaged and skilled workforce

« Improved productivity and
organizational resilience

« Strong succession and talent
pipeline

Government and Regulators

Relevant Capitals: Social & Relationship Capital | Financial Capital

Stakeholder Needs

o Contribution to national economic
development

 Regulatory compliance and
transparency

o Timely tax payments

« Reliable data and reporting

| Our Response

« Operations in full compliance with
applicable laws, regulations, and
prudential guidelines

o Timely payment of taxes and
statutory obligations

« Credit deployment aligned with
government-identified priority
sectors

« Accurate and timely regulatory
reporting

| Outcome

« Strong regulatory confidence

« Support for national development
priorities

« Institutional credibility and stability
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Relevant Capitals: Financial Capital | Intellectual Capital | Social & Relationship Capital

Stakeholder Needs

« Strong leadership and governance

« Transparent reporting and
disclosures

o Clear strategic direction

« Ethical conduct and regulatory
compliance

| Our Response

« Experienced management team
with strong banking expertise

« Transparent and timely financial
and non-financial disclosures

o Clear articulation of strategic
objectives and growth plans

« Commitment to ethical practices
and sound corporate governance

| Outcome

« Sustainable returns
« Long-term investor confidence
« Enhanced enterprise value

Society and Communities

Relevant Capitals: Social & Relationship Capital | Human Capital | Natural Capital

Stakeholder Needs

« Access to inclusive financial

services

Employment opportunities

Financial literacy and awareness

« Education, skill development, and
social support

| Our Response

« Expansion of inclusive banking
services across communities

« Employment generation and local
talent development

« Financial literacy initiatives to
improve banking awareness

« Corporate social responsibility
programs focused on education
and community development

| Outcome

« Financial inclusion and social
empowerment

o Community development and trust

« Positive socio-economic impact

Stakeholders are fundamental to Lumbini Bikas Bank's value creation journey. By integrating stakeholder interests into
governance, strategy, and operations, the Bank ensures that value is created, preserved, and enhanced over time—benefiting
customers, employees, investors, communities, and the broader economy.
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FOSTERING TEAM SPIRIT

AND WELLNESS
THROUGH SPORTS

Lumbini Bikas Bank Ltd. continues to nurture a culture
where teamwork, commitment, and shared purpose
extend beyond the workplace. During the year, our
employees showcased these values by participating in
an inter-organizational Futsal tournament and achieving
the championship title.

This accomplishment symbolizes the strength of
collaboration, resilience, and mutual trust that underpin
our organizational ethos. By encouraging employee
engagement through sports and wellness initiatives,
the Bank reinforces a high-performance culture that
enhances morale, strengthens teamwork, and ultimately

contributes to sustainable institutional success.

The achievement reflects our belief that when our
people grow together, the Bank grows stronger,
supporting long-term value creation for all stakeholders.

Continuing this initiative, the bank also organizes
internal tournaments, providing employees with a
platform to exhibit their skills, build camaraderie,
and relieve stress in a competitive environment.
These efforts reflect the bank's dedication to holistic
employee development, contributing to a vibrant and
energetic workplace culture.
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Value added statement

Value Added is the wealth a reporting entity has been able to create through the collective effort of capacity, capital,
management, employees and othe resources. In economic terms, value added is the market price of the output of an enterprise
less the price of the goods and services acquired by transfer from other firms. Value addition can provide a useful measure in
gauging performance and activity of the reporting entity.

A statement of Value addition represents the profit and loss account of bank in different and possibly more useful manner. The
Value addition statement of bank is divided into two parts — the first part shows how Value addition is arrived at and the second
part shows the application of such Value addition.

2081/82 2080/81

Interest Earned 562247 6895.26
Other Income 305.74 295.08
Interest Expense 376517 514044
Other Operating Expense 21875 219.27
Value Added by Banking Services 1944.29 1830.65
Impairment charge for loans and other losses 77875 235.83
Gross Value Added 1165.54 1594.82

Application Statement

To Employees 45919 51017
- Salaries and other benefits 45919 51017
To Government 239.70 40511
- Income Taxes 239.70 4051
To Shareholder 246.27 287.54
- Dividend & Bonus Shares 246.27 28754
To Expansion and Growth 220.38 392.00
- Reserves and Accumulated Profits 104.96 280.37
- Depreciation and Amortization 12017 108.65
- Deferred Taxation -475 2.98
Total of Value- Added allocation 1165.54 1594.81

Application of value
added of FY 2081/82

B Toemployee
B To Government
M To Shareholder

To Expansion and Growth

The value-added statement shows how much value (wealth) has been created by the bank through the utilization of its
capacity, capital, manpower and other resources and allocated the same to the following stakeholders:

To Employee: This component represents the portion of value added that is allocated to employees, reflecting their contribution
to the organization. It encompasses wages, salaries, and other employee benefits

To Government: This category signifies the value added that is directed towards government-related entities, likely in the form
of taxes, duties, and other contributions. It represents the organization's fiscal responsibility and compliance with regulatory
requirements.

To Shareholder: The allocation to shareholders reflects the return on their investment in the Bank. This can include dividends,
which are distributions of profits to shareholders.

To Expansion and Growth: This component indicates the portion of value added that is reinvested in the organization for
expansion, growth, or strategic initiatives. It represents the commitment to future development and sustainability.
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Market value added

Market Value Added (MVA] is the difference between the current market value of a Bank and the capital contributed
by investors (both bondholders and shareholders). In other words, it is the sum of all capital claims held against
the bank plus the market value of debt and equity. If MVA is positive, the bank has added value. If it is negative the
bank has destroyed value.

Particulars 2081/82 2080/81 Change(%) to Previous

Market price per share 480.69 416.60 15%
Number of Share 36,236,78162 35/181,341.38 3%
Total Market Capitalization (In Millions) (A) 17,418.66 14,656.55 19%
Book Value per share 190.20 190.08 0%
Number of Share 36,236,78162 35/181,341.38 3%
Total Book Value (In Millions) (B) 6,892.08 6,687.41 3%
Market Value added (In Millions) (A)-(B) 10,526.58 7,969.14 32%

The higher the MVA, the better it is. A high MVA indicates the bank has created substantial wealth for the
shareholders. Anegative MVA means that the value of the actions and investments of management s less than the
value of the capital contributed to the bank by the capital markets, meaning wealth or value has been destroyed.

Market Value Added of the Bank for last 5 years

Fiscal Year | Amount in million
2081-82 10,526.58
2080-81 796914
2079-80 784815
2078-79 546941
2077-78 11,70818

12000.00

10000.00

8000.00

6000.00

Amount in Million

400000

2000.00

000 .---
2077-78 2078-79 2079-80 2080-81 2081-82

The data showcases remarkable growth and consistent value creation over the years, with a steady upward trend in recent
fiscal years. The organization has demonstrated resilience and the ability to maintain strong shareholder value, highlighted
by the impressive performance in 2081-82. This consistent improvement reflects a clear commitment to strategic growth
and operational excellence, building on the foundation of past achievements to secure a promising future. The results are a
testament to the organization's dedication to creating sustained value and maximizing returns for its stakeholders.
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Du Pont Analysis:

DuPont analysis is a structured and systematic framework used to decompose Return on Equity (ROE] in order
to gain deeper insight into the key drivers of the Bank's profitability. This approach enables management and
stakeholders to identify the specific components that most significantly influence ROE, as well as the factors
responsible for changes in ROE over time.

For a more comprehensive assessment, the Bank has adopted an extended five-factor DuPont model, which
examines net profit margin, total asset turnover, and financial leverage. Within this framework, net profit margin
is further analyzed by disaggregating it into operating profit margin, the impact of non-operating items, and
tax effects. This detailed breakdown enhances the understanding of operational efficiency, cost management,
financing structure, and tax planning, thereby providing a halistic view of the Bank's overall financial performance.

Return on Equity (RoE)
Net profit/Average equity

J T

Net profit Equity
gL turnover

Revenue/
Average equity

Netincome/
Revenue

Asset
turnover

Financial
leverage ratio

Revenue/ Average assets/
Average assets Average equity
( Operating W (
L profit margin J

Net profit
margin

Net income/
Revenue
Tax burden ( Interest W

Assest

) ( Financial )
turnover Leverage ratio
Revenue/ J Average assets/

Net income/ i en
i
EBT EBT/EBIT

EBIT/

Revenue Average equity

Average assets

Dissecting Lumbini's ROE

Particulars | 2081/82 | 2080/81
ROE 3.55% 843%
Net Profit Margin 4.07% 7.56%
Total Assets Turnover 0.09 01
Financial Leverage 10.09 9.92
Operating Profit Margin 71.54% 84.73%
Interest Burden 011 016
Tax Burden 0.51 0.57

The DuPont analysis provides a comprehensive assessment of the underlying drivers of the Bank's Return on
Equity (ROE) and explains the movement in shareholder returns between FY 2080/81and FY 2081/82.
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1. Profitability Drivers

The Bank's net profit margin declined significantly to 4.07% in FY 2081/82 from 7.56%
in the previous year. This was largely attributable to a contraction in the operating profit
margin, which decreased to 71.54% from 84.73%, reflecting elevated impairment charges
and operating pressures during the year.

The interest burden ratio declined to 011 from 0.16, indicating higher absorption of
operating earnings by interest-related costs. In addition, the tax burden ratio reduced to
0.51from 0.57, reflecting lower earnings retained after tax due to reduced profitability.

2. Asset Efficiency

The total assets turnover ratio declined to 0.09 from 0.1, indicating reduced efficiency
in generating operating income from the asset base. This reflects a cautious lending
environment, moderated credit growth, and conservative asset deployment in response
to prevailing economic and regulatory conditions.

3. Financial Leverage

The Bank’s financial leverage remained broadly stable, increasing marginally to 10.0S from
S.92. This stability indicates that the decline in ROE was not driven by changes in capital
structure, but rather by profitability and other factors.

The decline in ROE in FY 2081/82 was primarily driven by lower operating profitability
due to higher impairment charges. Despite these challenges, the Bank maintained a
stable leverage position, reflecting prudent capital management in line with regulatory
expectations.

Going forward, the Bank remains focused on strengthening asset quality, improving
operational efficiency, enhancing income diversification, and optimizing balance sheet
utilization to improve profitability and deliver sustainable returns to shareholders while
maintaining regulatory compliance.
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Horizontal Analysis of Financial Statements

Statement of Financial Position
Growth (Base year 2077/78)

Particulars 2081/82 2080/81 2079/80 | 2078/79 | 2077/78
Assets

Cash and cash equivalent 79% 86% 86% 114% 100%
Due from Nepal Rastra Bank 208% 256% 149% 84% 100%
Loan and advances to B/Fls 17% 86% 87% 93% 100%
Loans and advances to customers 159% 156% 140% 128% 100%
Investment securities 248% 235% 156% 169% 100%
Current tax assets 29% 25% 52% 67% 100%
Investment in associates 115% 112% 102% 115% 100%
Investment property 338% 310% 258% 108% 100%
Property and equipment 203% 228% 251% 246% 100%
Goodwill and Intangible assets 381% 218% 150% 129% 100%
Other assets 180% 178% 137% 128% 100%
Total Assets 154% 157% 133% 128% 100%
Liabilities

Due to Bank and Financial Institutions 104% 156% 236% 367% 100%
Due to Nepal Rastra Bank 55% 73% 34% 393% 100%
Deposits from customers 158% 161% 135% 118% 100%
Deferred tax liabilities 130% 114% 107% 36% 100%
Other liabilities 200% 208% 203% 211% 100%
Debt securities issued 0% 0% 0% 0% 0%
Total liabilities 157% 161% 136% 131% 100%
Equity

Share capital 125% 121% 116% 113% 100%
Retained earnings 42% 72% 69% 106% 100%
Reserves 158% 146% 130% 102% 100%
Total equity attributable to equity holders 130% 126% 117% 108% 100%
Total liabilities and equity 154% 157% 133% 128% 100%

Horizontal Analysis on Statement of Financial Position refers to the analysis of growth of each component of balance sheet
items from the base period. Here base period is considered the year 2077/78 giving a value of 100% and after that period
value above 100% means positive growth and below 100% means negative growth compared to base year. Here, total assets,
liabilities and shareholders’ equity are showing growth over the last five years which symbolize sustainable balance sheet
growth of the bank as a whole.
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Statement of Profit or Loss

foIRGR. A&

Growth (Base year 2077/78)

Particulars 2081/82 2080/81 2079/80 | 2078/79 | 2077/78
Interest income 163% 200% 196% 140% 100%
Interest expense 168% 229% 220% 147% 100%
Net interest income 153% 145% 152% 127% 100%
Fee and commission income 122% 117% 93% 92% 100%
Fee and commission expense 217% 234% 234% 175% 100%
Net fee and commission income 120% 114% 90% 89% 100%
Net interest, fee and commission income 149% 141% 144% 122% 100%
Net trading income -483% -153% -118% 292% 100%
Other operating income 62% 61% 35% 37% 100%
Total operating income 141% 134% 134% 114% 100%
Impairment charge/(reversal) for loans and other losses 265% 80% 185% 12% 100%
Net operating income 112% 147% 122% 139% 100%
Personnel expenses 128% 142% 129% 128% 100%
Other operating expenses 97% 97% 97% 950% 100%
Depreciation & Amortization 248% 224% 218% 225% 100%
Operating Profit 96% 161% 120% 155% 100%
Non operating income 9% 7% 6% 2% 100%
Non operating expense 2716% 598% 452% 112% 100%
Profit before income tax 76% 152% 113% 150% 100%
Income tax expense 123% 213% 110% 157% 100%
Current Tax 127% 214% 111% 164% 100%
Deferred Tax -205% 129% 5% -383% 100%
Profit for the period 56% 125% 115% 147% 100%

Horizontal Analysis on Income Statement refers to the analysis of growth of each component of income statement items from
the base period. Here base period is considered the year 2077/78 giving a value of 100% and after that period value above
100% means positive growth and below 100% means negative growth compared to base year.
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Vertical Analysis of Financial Statements

Statement Of FlnanC|a| POSltlon Percentage of Total Assets
Particulars 2081/82 2080/81 2079/80 | 2078/79 | 2077/78
Assets
Cash and cash equivalent 5% 5% 6% 9% 10%
Due from Nepal Rastra Bank 4% 5% 3% 2% 3%
Loan and advances to B/Fls 1% 3% 4% 4% 6%
Loans and advances to customers 69% 67% 70% 67% 67%
Investment securities 18% 7% 13% 15% 1%
Current tax assets 0% 0% 0% 0% 1%
Investment in associates 1% 1% 1% 1% 1%
Investment property 0% 0% 0% 0% 0%
Property and equipment 1% 1% 1% 1% 1%
Goodwill and Intangible assets 0% 0% 0% 0% 0%
Other assets 0% 0% 0% 0% 0%
Total Assets 100% 100% 100% 100% 100%
Liabilities
Due to Bank and Financial Institutions 1% 1% 2% 3% 1%
Due to Nepal Rastra Bank 1% 2% 1% 10% 3%
Deposits from customers 85% 85% 83% 76% 82%
Deferred tax liabilities 0% 0% 0% 0% 0%
Other liabilities 1% 1% 1% 2% 1%
Debt securities issued 2% 2% 2% 0% 0%
Total liabilities 90% 90% 89% 90% 88%
Equity
Share capital 5% 5% 6% 6% 7%
Retained earnings 0% 0% 1% 1% 1%
Reserves 5% 4% 4% 4% 4%
Total equity attributable to equity holders 10% 10% 1% 10% 12%
Total liabilities and equity 100% 100% 100% 100% 100%

Vertical Analysis on Statement of Financial Position refers to the components of balance sheet items as a percentage of total
Assets over the periods which would be termed as common sizing of Statement of Financial Position.

Vertical Analysis Of Financial Statements
Statement Of Profit Or Loss

Percentage of Total Income

Particulars 2081/82 2080/81 2079/80 | 2078/79 | 2077/78
Interest income 95% 96% 97% 96% 91%
Interest expense 64% 71% 71% 65% 59%
Net interest income 31% 24% 26% 30% 32%
Fee and commission income 4% 3% 2% 3% 5%
Fee and commission expense 0% 0% 0% 0% 0%
Net fee and commission income 3% 3% 2% 3% 5%
Net interest, fee and commission income 35% 27% 29% 33% 36%
Net trading income 0% 0% 0% 0% 0%
Other operating income 1% 1% 1% 1% 4%
Total operating income 36% 28% 29% 35% 40%
Impairment charge/(reversal) for loans and other losses 13% 3% 8% 1% 8%
Net operating income 23% 25% 21% 34% 32%
Personnel expenses 8% 7% 7% 9% 9%
Other operating expenses 4% 3% 3% 4% 6%
Depreciation & Amortization 2% 2% 2% 2% 1%
Operating Profit 10% 14% 10% 19% 16%
Non-operating income 0% 0% 0% 0% 1%
Non-operating expense 2% 0% 0% 0% 0%
Profit before income tax 8% 13% 10% 19% 16%
Income tax expense 4% 6% 3% 6% 5%
Current Tax 4% 6% 3% 6% 5%
Deferred Tax 0% 0% 0% 0% 0%
Profit for the period 4% 8% 7% 13% 11%

Vertical Analysis on Income Statement refers to the components of income statement items as a percentage amount of total
income over the periods which would be termed as common sizing of income statement
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Governance,
Environmental

and

Social Responsibility

Lumbini Bikas Bank Ltd. is committed to creating sustainable value through strong
governance and responsible banking practices. The Bank operates within a robust
governance framework that promotes transparency, accountability, ethical conduct,
and compliance with regulatory requirements. The Board and management provide
effective oversight, ensuring prudent risk management, sound internal controls, and
responsible decision-making aligned with long-term institutional sustainability.

Environmental responsibility is integrated into the Bank's operations through
responsible lending practices, promotion of paperless and digital banking, and support
for environmentally conscious projects.

Lumbini Bikas Bank actively supports financial inclusion, financial literacy,
employment generation, and community development initiatives. Through customer-
focused services, employee well-being programs, and targeted corporate social
responsibility activities, the Bank creates positive social outcomes and strengthens
trust with stakeholders.
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ETHICAL WORK ENVIRONMENT

Lumbini Bikas Bank Ltd. is
committed to maintaining a

strong ethical work environment
that promotes integrity,
transparency, professionalism, and
accountability across all levels of
the organization. Ethical conduct is
embedded into the Bank's culture
and operational practices, ensuring
that business activities are carried
out responsibly and in alignment
with regulatory requirements,
stakeholder expectations,

and long-term value creation
objectives.

Transparency and Open
Communication

Transparency in decision-making

and information sharing is actively
promated. Open communication
channels enable employees to
access relevant information and

raise concerns, reducing the risk of
unethical practices and strengthening
organizational trust.

Whistleblowing Mechanism

The Bank has established a
whistleblower policy that enables
employees and stakeholders to

Integrity and Objectivity

All employees and management TS ~
personnel are expected to uphold

the highest standards of integrity J
and objectivity. The Bank requires /
its workforce to perform duties
honestly, fairly, and without bias, 4
conflict of interest, or undue /
influence.

Professional Competence and
Due Care

The Bank ensures that
employees possess and
continuously develop the skKills, \
knowledge, and competencies N\
necessary to discharge their N\
responsibilities effectively.

Regular training, capacity-building
initiatives, and professional
development programs are SNeee et -
implemented. T

o ——
- ~<
P

Confidentiality and Information
Security

Lumbini Bikas Bank strictly
safeguards customer, institutional,
and insider information. Employees
with access to sensitive data are
required to maintain confidentiality
and are prohibited from using

such information for personal

or unauthorized purpases, in
accordance with applicable laws
and internal policies.

report unethical or improper conduct
confidentially and without fear of
retaliation. This mechanism reinforces
accountability and ethical compliance
across the organization.

Ethical Awareness and Continuous
Improvement

Ethical training and awareness
programs are conducted to help
employees recognize ethical
dilemmas and apply sound judgment.
The Bank regularly reviews its ethical
framework, incorporating feedback
and best practices to strengthen
ethical standards and promote
continuous improvement.

Professional Conduct and
Compliance

The Bank enforces strict
adherence to all applicable laws,
regulations, internal policies,

and ethical codes of conduct.
Compliance with labor laws,
banking regulations, environmental
standards, and professional
norms is continuously monitored
to uphold responsible and lawful
operations.

Board of Directors’ Oversight and
Commitment

The Board of Directors (BOD) of
Lumbini Bikas Bank Ltd. holds
ultimate responsibility for establishing,
promoting, and overseeing an
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ethical work environment. The

Board recognizes that strong ethical
governance is fundamental to
sustainable performance, stakeholder
confidence, and institutional
resilience.

Setting Ethical Standards

The BOD defines and approves

the Bank's ethical values, codes of
conduct, and governance policies,
providing clear guidance on expected
behavior for management, employees,
and stakeholders.

Ethical Leadership and Culture
The Board ensures that senior
leadership appointments reflect
strong ethical values and professional
integrity. By promoting ethical
leadership at the highest level, the

BOD reinforces an organizational
\ Culture rooted in accountability
\  andtrust

\

\

i\ Governance and Compliance

i Oversight

'f The BOD oversees the

',' implementation of ethical

! policies, internal controls,
/ and compliance frameworks.

’

4/ Regular reviews of ethical

performance, regulatory
compliance, and internal audit
findings enable the Board to identify
and address potential governance

gaps.

Whistleblower Protection

The Board ensures the effective
functioning of whistleblower
mechanisms and safeguards
individuals who report concerns in
good faith. The BOD monitors the
handling of reported cases to ensure
independence, confidentiality, and
appropriate corrective action.

Transparency and Ethical Reporting
The BOD promotes transparent,
accurate, and timely financial and
non-financial reporting. Any identified
irregularities are addressed promptly
to uphold accountability and
stakeholder confidence.

Ethical Risk Assessment

The Board periodically assesses
ethical and conduct-related risks and
ensures proactive measures are taken
to mitigate such risks, aligning ethical
considerations with enterprise risk
management.
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MANAGEMENT COMMITMENT TOWARDS
ETHICAL WORK ENVIRONMENT

Lumbini Bikas Bank Limited

(LBBL) places strong emphasis

on fostering an ethical work
environment as an integral part of
its corporate governance framework
and sustainable value creation
approach. Through strong leadership,
effective policies, and continuous
oversight, the management of
Lumbini Bikas Bank Limited remains
committed to strengthening an
ethical work environment that
supports responsible banking, sound
governance, and sustainable value
creation for all stakeholders.

Importance of Management
Commitment:

Setting the Tone: Managers and
leaders are role models for employees.
Their commitment to ethical

behavior sets the tone for the entire
organization. When leaders prioritize
ethics, employees are more likely to
follow suit.

Building Trust: An ethical work
environment fosters trust between
management and employees. Trust is
crucial for a positive workplace culture
and effective collaboration.

Legal and Reputational Protection:
Ethical behavior by management
helps protect the organization from
legal and reputational risks. Unethical
conduct by leaders can lead to
scandals, legal problems, and damage
to the organization's reputation.

Employee Morale: Employees

are more likely to be motivated,
engaged, and satisfied in an ethical
work environment. They feel valued
and respected when management
demonstrates commitment to ethical
principles.

Elements of Management
Commitment to an Ethical Work
Environment:

Ethical Leadership: Managers

should lead by example, consistently
demonstrating honesty, integrity, and
ethical decision-making. Their actions
should align with the organization's
ethical values.

Communication: Management should
communicate the importance of
ethics and integrity regularly. This

includes discussing the organization's
code of conduct, ethical guidelines,
and expectations.

Training and Education: Managers
should provide ethics training and
education to employees, ensuring
they understand the organization's
ethical standards and have the
knowledge to make ethical decisions.

Accountability: Ethical management
holds employees and themselves
accountable for ethical conduct. This
includes addressing ethical violations
promptly and fairly, regardless of

an individual's position within the
organization.

Transparency: Transparent
communication is vital. Managers
should communicate openly about the
organization's ethical performance,
initiatives, and goals, fostering trust
among employees.

Whistleblower Protection:
Management should ensure that
employees have access to reporting
mechanisms for ethical concerns or
violations. Whistleblowers should be
protected from retaliation.

Ethical Decision-Making Framework:
Managers should promote the use of
an ethical decision-making framework
that employees can apply when faced
with ethical dilemmas. Encourage
employees to seek guidance when
needed.

Reward Ethical Behavior: Recognize
and reward ethical behavior

among employees to reinforce the
organization's commitment to ethics.

SPolicies and Procedures: Establish
clear ethical policies and procedures
within the organization. Managers
should ensure these palicies are
followed consistently.

Stakeholder Engagement: Engage
with stakeholders, including
employees, customers, suppliers,
and investors, to ensure that ethical
considerations are integrated into
business practices.

Sustainability Initiatives: If applicable,
support and drive sustainability
initiatives that consider the ethical
impact of the organization's

operations on the environment and
society.

Continuous Improvement: Foster a
culture of continuous improvement
regarding ethical behavior. Regularly
assess and update ethical policies
and procedures based on changing
circumstances and feedback.

Response of Bank management
towards ethical work environment

Bank management has taken several
initiatives to enhance its ethical work
environment, including measures

to strengthen trust, uphold its
reputation, and ensure compliance
with regulatory standards within the
banking industry.

Lead by Example: Senior
management, including the CEOQ, lead
by example and demonstrate a strong
commitment to ethical behavior. Their
actions and decisions reflect the
organization's values.

Communication: Management
consistently communicate the
importance of ethics and integrity

to all employees. This includes
conducting regular meetings, training
sessions.

Training and Education: Provide
ongoing training and education

to employees at all levels of the
organization. Ensure that employees
understand the standards expected
of them and have the knowledge and
tools to make decisions.

Accountability: Hold managers and
employees accountable for their
conduct. This includes addressing any
ethical violations promptly and fairly,
regardless of an individual's position
within the organization.

Reporting Mechanisms: Ensure that
employees have easy access to
reporting mechanisms for ethical
concerns or violations. Management
should act on reports promptly and
transparently.

Continuous Improvement: Encourage
a culture of continuous improvement
regarding ethical behavior. Regularly
assess and update ethical policies
and procedures based on changing
circumstances and feedback from
employees and stakeholders.
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Our Code of ethics
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We at Lumbini Bikas Bank, to the best of our knowledge and belief, have a mutual understanding for our ethical acts which
are properly guided by the policies, controls and processes that we believe have a positive impact in what we do. The Bank
has established a formal Code of Ethics applicable to directors, management, and employees, which guides ethical conduct
and professional behavior across all operations. All employees are required to formally agree to and comply with the Code
of Ethics as part of their contractual obligations with the Bank. The Bank emphasizes ethical leadership and responsible
governance, aligned with applicable laws, regulations, and Nepal Rastra Bank directives.

The Code promotes honesty, integrity, sincerity, diligence, accountability, and dedication in the discharge of duties. Major

topic cover:

Stakeholder and Business Conduct:

% The Bank prioritizes fair and
transparent dealings with
customers, shareholders,
corporate partners, regulators,
media, and society.

“ A customer-centric approach
is adopted to ensure accurate
information, fair treatment, and
avoidance of misleading practices.

% Shareholder interests are
safeguarded through transparent
disclosures, timely Annual General
Meetings, and prudent utilization
of financial resources.

“ Harmonious relationships are
maintained with corporate
partners through professionalism,
cooperation, and mutual respect.

% The Bank fulfills its social
responsibilities by maintaining
harmony with society and
adhering to accepted social
values.

Legal, Regulatory, and Professional

Standards

% Strict compliance is maintained
with prevailing laws, Nepal Rastra
Bank directives, internal policies,
and procedures.

% Employees are required to
demonstrate professionalism,
proactiveness, adaptability, and
continuous learning in their roles.

% Teamwork and collaboration are

encouraged to enhance performance

and operational efficiency.

Ethical Safeguards and

Workplace Conduct

% Discrimination of any form based
on gender, ethnicity, financial
status, or other grounds is strictly
prohibited.

% The Bank maintains a zero-
tolerance policy against
harassment, intimidation, and

abusive behavior in the workplace.

+ Employees are required to
maintain workplace discipline,
professional communication, and
respectful conduct at all times.

ol
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Integrity and Prohibited Practices

% Abuse of authority, conflicts
of interest, and actions
compromising ethical standards
are strictly prohibited.

% Giving or receiving gifts,
commissions, or undue benefits
that may influence business
decisions is not permitted.

% Involvement in unethical,
fraudulent, or criminal activities is
strictly prohibited and subject to
disciplinary action.

% Employees are encouraged to
report unethical conduct through
appropriate internal mechanisms.

Confidentiality and

Information Security

% Confidential information relating
to the Bank, customers, and
employees must be protected at
all imes.

% Disclosure of sensitive information
to third parties is allowed only
with prior autharization and in
accordance with applicable laws.




AND

EMPLOYEES

HUMAN CAPITAL
MANAGEMENT

As of mid-July 2025, the Bank employed a total of 620 employees, comprising 546 permanent staff and 74 contractual
employees. The Bank recognizes its employees as a key driver of sustainable growth and continues to invest in human capital
development to enhance service quality and operational efficiency.

Employee Engagement and
Development

The Bank actively engages employees
at all levels to foster talent, loyalty
and collective performance. Regular
training and development programs
are conducted to strengthen skills and
align employee capabilities with the
Bank's long-term strategic goals. On-
the-jobtraining, technical specialization
programs and knowledge-sharing
initiatives remain integral to the
Bank’s human resource development
framework. Employee engagement is
further enhanced through participation
in inter-bank sports events such as
futsal and cricket tournaments.

Recruitment and Induction

The Bank follows a structured,
transparent and merit-based
recruitment process with clearly
defined criteria related to qualifications,
experience and aptitude. Priority is
given to hiring from local communities
where branches operate to strengthen
community relations and service
delivery. Comprehensive induction
and orientation programs are provided
to familiarize new employees with
the Bank's culture, values, ethics and
operational responsibilities.

Diversity and Equal Opportunity

The Bank is committed to providing
equal employment  opportunities
irrespective of gender, ethnicity,
culture or socio-economic background.

Recruitment, remuneration, promotions
and benefits are strictly merit-based.
No incidents of discrimination were
reported during the year, and formal
mechanisms are in place to address
any such matters should they arise.

Remuneration, Rewards and Staff
Facilities

Employee remuneration is aligned with
industry benchmarks and economic
conditions, comprising basic pay,
allowances, incentives. Remuneration
packages are periodically reviewed to
ensure competitiveness and fairness.
Staff facilities include provident fund,
gratuity, staff and home loans, uniform
facilities and other advances. Gratuity
benefits are provided to permanent
employees upon completion of more
than three years of service.

Performance Management

The Bank operates a structured annual
performance evaluation system based
on predefined operational targets,
discipline, punctuality and attitude.
The process promotes continuous
feedback, succession planning, career
progression and targeted training.
High performers are recognized and
rewarded, while developmental support
is provided where required.

Employee Well-Being and Retention

Employee well-being remains a
priority,  with initiatives focused
on  work-life  balance,  career

18" ANNUAL REPORT [2024/2025

69

development and employee welfare.
A flexible leave system and regular
employee engagement help maintain
productivity, reduce absenteeism
and control staff turnover. The Bank
emphasizes grievance handling, job
rotation and career progression to
retain talent.

Staff Costs

Total staff-related expenses amounted
to NPR 45919 million in FY 2081/82,
compared to NPR 51017 million in
FY 2080/81, reflecting the Bank's
continued investment in employee
compensation, training and welfare.

Health, Safety and Grievance

Handling
The Bank ensures a safe and healthy
working environment through

comprehensive medical and accidental
insurance coverage, workplace safety
measures and first-aid facilities across
branches. Formal grievance handling
mechanisms enable employees to
raise concerns through supervisory
channels or independent procedures
under HR oversight.

Staff Composition

The Bank's workforce comprises
employees of diverse age groups, roles
and contractual status, with a strong
commitment to gender neutrality and
equal opportunity across all levels of
the organization.



In accordance with Section 22 of the
Bank and Financial Institution Act,
2073, the Board of Directors of the Bank
is vested with the authority to perform
all functions of the Bank, except
those specifically reserved for the
Annual General Meeting. The Board's
responsibilities and  accountability
are governed by prevailing laws and
regulatory frameworks, including the
Companies Act, Bank and Financial
Institution Act, Nepal Rastra Bank Act,
Nepal Rastra Bank Directives, and the
Bank's Memorandum of Association

HOW THE BOARD
FUNCTIONS

and Articles of Assaociation, ensuring
effective  governance, regulatory
compliance, and prudent management
of the Bank’s affairs.

The Board of Directors of Lumbini
Bikas Bank Limited is collectively
responsible and accountable for the
Bank's governance, strategic direction,
and financial soundness. The Board
ensures compliance with applicable
laws and Nepal Rastra Bank directives
while overseeing risk management,
internal controls, and ethical standards
to support prudent operations and
sustainable growth.
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BOARD LEVEL COMMITTEE

To ensure effective governance, regulatory compliance, and strategic oversight, the Board of Directors of Lumbini Bikas Bank
Ltd. has constituted various Board Level Committees in accordance with the Bank and Financial Institution Act, 2073, Nepal
Rastra Bank directives, and internal policies of the Bank. These committees support the Board in discharging its responsibilities

by providing focused oversight in key functional areas.

Audit committee

As per Section 60 of the Bank and
Financial Institution Act 2073, a bank
or financial institution (BFI) is required
to establish an audit committee
comprised of non-executive directors.
Detailed provisions regarding the
composition and responsibilities of
the audit committee are outlined

in the relevant directive. The board
of directors is responsible for
constituting this committee, with the
head of the internal audit department
serving as the committee's member
secretary. The audit committee's
functions include the review of the
organization's financial status, internal

controls, audit-related programs, and
in-depth discussions on audit findings,
along with the issuance of necessary
directives to the management. Both
internal and external auditors of the
licensed organization have the privilege
of direct access to this committee.

Composition
Name | Designation Position in Committee
Mr. Ganesh Raj Regmi Director Coordinator
Mr. Prajan Pradhan Director Member
Mr. Hari Krishna Subedi Head Internal Audit Department Member Secretary

There were a total of 9 meetings conducted in the FY 2081/82 and a total of Rs. 168,000 has been paid as meeting allowance
to the members (except employee).

Purpose

The audit committee, as stipulated in the NRB directive and LBBL internal policy, serves several crucial functions within a
licensed financial institution. Firstly, the committee regularly assesses the institution's financial health, internal controls, and
audit plans, offering essential guidance to the management and conveying pertinent information to the board of directors.
Additionally, they meticulously scrutinize the qualifications outlined in the external auditor's reports, directing corrective
actions as necessary.

The audit committee also assumes responsibility for overseeing Nepal Rastra Bank's inspections and supervisions, monitoring
the implementation of recommended actions and apprising the board of directors about these matters. They actively assist
the management in guaranteeing the accuracy and correctness of the institution's annual financial statements and ensure
the precision of all business accounts. Compliance with Nepal Rastra Bank's laws and regulations is another key focus area,
with the committee evaluating adherence and reporting any relevant conduct.

Moreover, the committee is tasked with developing a comprehensive work system for internal audits and subsequently
conducting these audits, all while appraising the organization's commitment to principles like regularity, frugality, propriety,
and effectiveness in its operations and delivering pertinent recommendations to the board. The audit committee doesn't stop
there; they also review quarterly financial statements and relay their findings to the board of directors. In conclusion, the audit
committee plays a multifaceted role in safeguarding financial integrity, regulatory compliance, and effective management
within the licensed institution.

Focus Ares for 2081/82

- Strengthening internal control and audit effectiveness
Review of annual and quarterly financial statements for accuracy and compliance
Monitoring implementation of internal and external audit recommendations
Oversight of Nepal Rastra Bank inspection observations and corrective action plans
Enhancing governance, transparency, and financial discipline across operations
Ensuring compliance with applicable laws, regulations, and accounting standards

Risk management committee

The board of directors should establish a Risk Management Committee chaired by a non-executive director, with members
including the Chief Operating Officer and the Chief Risk Officer, who will serve as the member secretary. Additionally, the
coordinator of the audit committee should have an ex-officio role in the Risk Management Committee.
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Composition
Name | Designation Position in Committee
Mr. Jaya Dev Shrestha Independent Director Coordinator
Mr. Ganesh Raj Regmi Director ex-officio-Member
Mr. Keshav Khatiwada Director Member
Mr. Umesh Regmi Chief Operating Officer (COQ) Member
Mr. Dipendra Man Chui Chui Chief Risk Officer (CRQ) Member Secretary

There were a total of 9 meetings conducted in the FY 2081/82 and a total of Rs. 261,000 has been paid as meeting allowance
to the members (except employee).

Purpose

The Risk Management Committee, chaired by a non-executive director at LBBL, is entrusted with a multifaceted role. It is
responsible for continuously evaluating and improving the current risk identification and management system, conducting
periodic reviews of the risk levels inherent in the organization's business activities, ensuring the adequacy of capital in line with
risk-adjusted assets, aligning policies with regulatory guidelines, conducting stress tests, assessing delegation of authority,
and monitoring the asset structure, including the quality of income assets. Moreover, the committee stays vigilant in studying
the potential impacts of economic sector developments on the organization's financial health and offers recommendations to
the board of directors on necessary policy adjustments.

Focus Ares for 2081/82
Review and enhancement of the Bank's risk management framework
. Monltorlng credit, market, liquidity, operational, and compliance risks
- Evaluation of capital adequacy and stress testing results
- Oversight of asset quality and income-generating assets
- Assessment of delegation of authority and risk-based decision-making
- Monitoring the impact of economic and sectoral developments on risk exposure

Anti-Money Laundering and Counter Financing of Terrorism Committee

In accordance with the directive from the NRB, banks and financial institutions should establish a committee led by a non-
executive director, with members including the head of the compliance department and the head of the risk management
department. The compliance officer will serve as the member secretary, and when necessary, one relevant expert may be
invited to join the committee.

Composition
Name | Designation Position in Committee
Mr. Keshav Khatiwada Director Coordinator
Mr. Hari Krishna Subedi Chief Manager Head- Compliance Member
Mr. Dipendra Man Chui Chui | Chief Risk Ofiicer Member
Mr. Dipesh Joshi Implementation Officer Member Secretary

There were a total of 7 meetings conducted in the FY 2081/82 and a total of Rs. 67,000 has been paid as meeting allowance
to the members (except employee)..

Purpose

The committee is mandated to review and report on tasks performed in accordance with the Money Laundering Prevention
Act 2064, Regulation 2073, and related directives, submitting reports to the board of directors. It engages in comprehensive
discussions regarding internal policies, procedural aspects, and customer identification policies, ensuring adherence to
risk classifications. The committee also actively participates in the development and implementation of policies based on
recommendations from the Financial Action Task Force and NRB directives. It submits quarterly reports on compliance with
laws and internal policies related to money laundering and terrorist activities, and further assesses new services, technology
purchases, and various channels for potential risks, offering suggestions for necessary improvements. Additionally, the
committee addresses financial investments in money laundering and terrorist activities at both national and international
levels, thus playing a pivotal role in safeguarding the institution against illicit financial activities.

Focus Ares for 2081/82
- Strengthening customer due diligence and risk-based KYC processes
- Monitoring compliance with AML/CFT laws, regulations, and NRB directives
- Review of suspicious transaction reporting and regulatory submissions
- Assessment of AML/CFT risks related to new products, services, and technologies
- Implementation of FATF recommendations and regulatory guidelines
- Capacity building and awareness programs for AML/CFT compliance
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Employee Service Benefits committee

The Board of Directors may establish an Employee Service Benefit Committee, chaired by a non-executive director, with
members including the Chief Executive officer, Head of the Finance Department, and the Head of the Human Resource
Department who shall serve as the member secretary.

Composition

The Board of Directors may establish an Employee Service Benefit Committee, chaired by a non-executive director, with
members including the Chief Executive officer, Head of the Finance Department, and the Head of the Human Resource
Department who shall serve as the member secretary.

Name | Designation | Position in Committee
Mr. Arjun Thapa Director Coordinator

Mr. Ram Chandra Sigdel Director Member

Mr. Naresh Singh Bohra Chief Executive Officer Member

Mr. Sujan Bhattarai Head-Finance Accounts and Treasury Member

Mr. Prem Lal Bashyal Head-Human Resource Department Member Secretary

There were a total of 4 meetings conducted in the FY 2081/82 and a total of Rs. 76,000 has been paid as meeting allowance
to the members (except employee).

Purpose

The Committee's primary responsibilities involve supporting the Board of Directors in formulating the organization's
"Remuneration Determination Policy" This includes regular analysis of the remuneration structure and submitting reports
on market impact. Additionally, the Committee recommends salary adjustments in line with policy directives, oversees
performance evaluation systems, and manages various aspects of manpower, including recruitment, promotion, and labor
relations policies. They also review staff policies, work structures, and develop Succession Planning.

Focus Ares for 2081/82

- Review and enhancement of remuneration and incentive structures

- Performance evaluation and appraisal system improvements

- Succession planning and leadership development

- Review of manpower planning, recruitment, and promotion policies

- Strengthening employee engagement, welfare, and retention initiatives

- Ensuring alignment of HR policies with regulatory and governance standards
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CORPORATE SOCIAL RESPONSIBILITY

The Bank recognizes corporate social responsibility as an integral part of its
commitment to sustainable banking and inclusive growth. During the fiscal year,
CSR initiatives were undertaken in accordance with Nepal Rastra Bank directives
and the Bank's CSR policy, with the objective of contributing to social welfare,
community development, and environmental responsibility. The Bank focused its
CSR efforts on areas where meaningful and long-term impact could be created for
society.

Health and Access to Clean Drinking Water

Recognizing access to safe drinking water as a fundamental requirement for health
and well-being, the Bank implemented a water purification project at Kanchan
Vidhya Mandir Samudayak College. Under this initiative, a water purification
system was installed to ensure the availability of clean and hygienic drinking water
for students, faculty, and staff. The project was carried out in coordination with
the college administration to ensure effective implementation, accessibility, and
sustainability of the facility.

Financial Aid

Under its Corporate Social
Responsibility (CSR) initiative, Lumbini
Bikas Bank Limited provided financial
assistance of NPR 110,000 to the
Nepal Netra Jyoti Sangh, Bardiya Eye
Hospital, located in Bardiya District. The
support aims to enhance the quality of
eye care services and contribute to the
prevention of blindness in the region.
The cheque was formally handed over
by Mr. Bishnu Subedi, Branch Manager
of the Bank's Taratal Branch, Bardiys,
to Mr. Kaman Singh Oli, Chairman of
the Nepal Netra Jyoti Sangh, Bardiya.

Social Care and Support for
Elderly Citizens

As part of its commitment to social
inclusion and care for vulnerable
groups, the Bank extended support
to an elderly care institution through
its Birendranagar Branch. The Bank
provided a washing machine to Prasanti
Briddhashram Kendra, an institution
that provides shelter, food, and care
to senior citizens. This support helped
improve hygiene management and
operational efficiency, contributing
to a dignified and comfortable living
environment for elderly residents.
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EDUCATION SUPPORT

Education remains a key focus area of the Bank's CSR initiatives. During the year, the Bank supported underprivileged
students by providing essential educational materials to schools within its operating areas (Chitwan Madi) . Through the
distribution of school bags to students of Shree Balkalyan Basic School, Jagannathpuri, the Bank aimed to reduce educational
barriers, encourage regular school attendance, and promote a positive learning environment for children from economically
disadvantaged backgrounds.

COMMUNITY DEVELOPMENT AND SOCIAL WELFARE

The Bank's CSRinitiatives are guided by the principle of addressing genuine community needs through practical and impactful
interventions. By collaborating with local institutions and community-based organizations, the Bank ensured that its CSR
activities directly benefited targeted groups and contributed to social welfare. These initiatives reflect the Bank's ongoing
effort to strengthen its relationship with communities and support inclusive development.

Through its CSR programs, the Bank reiterates its commitment to responsible banking practices and believes that sustainable
growth can be achieved only by creating shared value for society, communities, and stakeholders.
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RISK MANAGEMENT REPORT

Our risk management philosophy centers on a well-defined comprehension of first-line risk ownership, a developed risk
culture, and efficient risk oversight, aiming to establish a lucid and comprehensive perspective of the risk landscape within the
business. This approach enables proactive assessment of risks and opportunities, facilitating effective responses, influencing
stakeholders, initiating risk management and strategic interventions, and fostering the continued maturation of the Bank's
risk culture. Additionally, we emphasize enhancing operational resilience through a series of proactive initiatives to address a
higher frequency of unforeseen risk events.

From the fiscal year 2080-81, Our organizational structure underwent significant changes with the incorporation of more
robust Risk Management Department under Chief Risk Officer (CRO) who assumes the overall leadership role for our risk
management team. Primary mandate of CRO encompasses identification and management of major risk criteria, discernment
of risk situations, regulatory compliance, oversees risk management functions, assesses and monitors risks, develops risk
frameworks, reviews palicies, and reports to the BOD-level Risk Management Committee. This strategic addition aims to
enhance the effectiveness and efficiency of our risk management practices under the centralized leadership of the Chief Risk
Officer. The bank operates under clearly defined Risk Management Policy and respective Risk Management Guidelines that
provides guiding framework for risk management. These policies are reviewed regularly to encompass latest change. Also,
bank has Investment and Credit Policies that serve as guiding frameworks for business generation. A distinct demarcation
between business generation and risk management is established, with a dedicated Risk Department headed by the Chief
Risk Officer. This division operates independently from business functions, devoid of specific targets or incentives for business
generation.

In the fiscal year 2080-81, an internal assurance procedure, embodied in the Internal Audit function, was initiated, marked
by the establishment of an internal audit team. Our highly skilled employees conduct regular assessment activities of our
risks, offering insightful suggestions for improvement. Furthermore, the Internal Audit Function operates as an independent
entity, with a responsibility to the board for ensuring thorough and unbiased evaluations. This proactive step underscores
our commitment to maintaining a robust internal control framework, fostering continuous improvement, and upholding
transparency and accountability within the Bank.

There is separate Credit Administration Division (CAD Division), which check security documents for execution, for exposure
accounting, disbursement and settlement. CAD is also independent to business. Periodic Audit Review of credit exposure
and other by the Internal Audit and / or Statutory Audit also assists in identifying the status of exposure/relationship in
line with polices of the Bank, NRB Directives and prevailing acts. Any weaknesses on the part of the borrower's business
and the relationship strength are independently assessed through audit review and the outcome is taken positively for
necessary changes. Work Procedures are well defined where checking, control and independence of the credit extension, risk
assessment, review, monitoring and exposure accounting is fully complied with. All such actions and processes are properly
recorded, reported and discussed. These reports, on need basis and on a defined frequency, are submitted for oversight of
Senior Management, Risk Management Committee and the Board. Internal Audit Department of the bank also takes up the
matter of all audit observations for discussion at Audit Committee.

A.Credit Risk Management: Credit risk stands as the primary risk confronted by the Bank in its routine lending and credit
operations. It revolves around the potential scenario where a borrower may be unable or unwilling to fulfill their obligations,
resulting in financial losses for the Bank and potentially jeopardizing its stability. Credit risk, in essence, reflects the probability
that a borrower or debtor may deviate from the agreed-upon terms in a credit agreement, posing the risk of financial losses
to the Bank. The effective management of credit risk holds paramount importance as it serves to avert losses of principal and
financial rewards that may arise from borrowers' inability to meet contractual obligations. Instances of such failures can lead
to substantial financial setbacks for the Bank, underlining the critical significance of robust credit risk management practices.
The Bank utilizes a comprehensive framework to address and manage credit risk. This framework is inclusive of well-defined
policies and procedures that govern both the measurement and mitigation of credit risk. By adopting this structured approach,
the Bank ensures an effective and systematic management of this particular risk category. Further, the Bank has various
policies, guidelines and manuals in place for the credit risk management purpose. The Bank has policies such as Credit Policy,
Risk Management Policy, Credit Recovery and Disposal of Non-Banking Assets Manual/Policy, Product Papers and various
other credit related policies and guidelines in place for effective credit risk management.

B.Operational Risk Management: Operations Risk is that risk arises from inadequate internal process, people, system or from
external events. The Bank is committed to establishing robust foundation of corporate governance characterized by a strong
risk management culture and ethical business practices. This commitment aims to prevent potential risk events and ensures
the Bank's ability to effectively address incidents that arise during its operations. A sound risk management culture is built
upon the actions of the Board and senior management, as well as the establishment of policies, processes, and systems. The
Integrated Risk Management Department will play a pivotal role as the primary center for managing the operational risk of
the bank, providing crucial strategic inputs to the Board of Directors through the Risk Management committee. Core Banking
System (CBS) is an area to be put under highest level of safety for security of customer information and information of the
bank too. Information and Technology Division in the bank reviews and checks the security aspects in line with ITIS Policy of
the Bank. Bank has conducted an IS Audit of the bank's system and suggestions given by the audit with respect to safety
and security standards are being implemented. The Bank has an on-line real time replication Disaster Recovery Site (DRS)
which captures the record of each transaction that takes place at the Production Server. Both the sites (Production Server
and Disaster Recovery - Back up site) are housed in well- conditioned and high shock resistant buildings and are at different
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seismic zone. Bank has put in place a maker and checker concept in which a transaction has to compulsorily go through two
individuals from a control standpoint with proper transaction right to capture deviations, if any. Also, regular inspections are
carried on by highly skilled individuals of Internal Audit and Risk Management department which helps in identification and
mitigation of operational risk.

C.Market Risk Management: Market Risks are discussed at Asset Liability Management Committee (ALCO) of the bank and
even discussed at respective division level. ALCO ensures functioning of the jobs in line with the policies and procedures and
suggests/recommends for necessary steps collectively to address the risk on interest rate movement. Also, Market Risk
Management Guidelines has been updated in FY 2080-81 under Risk Management policy of the bank to ensure effective risk
management.

D.Liquidity Risk Management Liquidity ratios are accessed and communicated to ALCO members on daily basis. As such,
actions with regards to asset liability management, if any warranted from liquidity perspective, is promptly initiated. Compliance
to mandatory liquidity ratios is maintained at all times. Liquidity is a regular agenda of the quarterly ALCO meetings. Towards
liquidity risk management, if additional liquidity may be required, the bank has access to different sources of funding such
as existing institutional deposit relationships, inter-bank lending, and central bank funding mechanisms. Also, Liquidity Risk
Management Guidelines has been updated in FY 2080-81 under Risk Management policy of the bank to ensure effective risk
management.

E. Legal and Compliance Risk Management: The Bank has a separate legal division. All legal agreements, deeds and documents
including claims and charges are thoroughly studied prior to making any decision involving such documents. In case where the
Bank needs expert’s opinion on particular issue, experts are consulted.

F. Other Risks: While conducting day to day operations, the Bank may face various other risks such as Reputational risks,
AML/CFT risks, Compliance risks, Environmental & Social risks and so on. The Bank is committed to identify and manage all
other risks faced while carrying out the business related transactions.

Risk ownership

Every employee is considered a risk manager and
therefore should, on an ongoing basis, participate in
risk management activities. Each business area has
the responsibility to own and manage the day-to-day
risks within its environment which if not identified,
assessed and treated or mitigated, could potentially
prevent the achievement of LBBL's strategic objectives
and ultimately the delivery of products and/or services
to our clients.

{ st

\_/
First Line of Defense

Risk control

Risk disciplines provide a consolidated view and
validation of risks for all levels of the business. They
enable the first line risk owners to manage their risks
by providing standardized controls, structures and
frameworks, processes and procedures to ensure
risks are identified and managed within approved risk
appetite and tolerance levels. They therefore provide
an oversight function through ongoing monitoring and
reporting, as well as sharing of knowledge and expertise
in support of first line risk management efforts.

Second Line of Defense

Assurance (Internal): Internal audit provides independent
assurance over the internal control environment
including independent validation and review of risk
management and compliance processes across
the business. They provide an annual independent
assurance opinion on the adequacy and effectiveness
of controls, including risk management processes
and practices by ensuring associated policies and
processes are executed in line with key performance
indicators (KPIs) and within approved risk appetite and
tolerance levels.

Third Line of Defense
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Risk Culture and Maturity We recognize that risk maturity is a key enabler of effective risk management in the business. It
is especially important considering our risk management structure through the strategic positioning of departmental risk
business partners in the first line. The business therefore relies on effective risk management practices in the first line.
To further entrench risk maturity, we have policies and procedures governing the review of new or materially changed or
enhanced products, services, business activities and technology. These provide guidance on the evaluation of aspects that
may potentially introduce additional risks, thereby affecting the business' risk profile. All products are subject to the LBBL
risk tolerance limits includes the various processes, stakeholder involvements and risk practices applicable to and during the

implementation of initiatives.

The risk management department has two units viz Credit
Risk Management and Integrated Risk Management.

Credit Risk Management (CRM) Department in a bank plays
a critical role in ensuring the institution's financial stability
by managing and mitigating credit risks associated with
lending activities. Here's an overview of how the department
typically works:

1. Credit Risk Identification

Coordinate with branches for the timely renewal/review
of credit files. Identify and assess various risk factors,
including credit, regulatory, compliance, legal, operational,
and reputational risks during credit file reviews.

2. Credit Appraisal Review

Review new, renewal, and enhancement credit files from a
risk perspective. Assess proposals for partial release and
replacement of collateral. Evaluate covenants placed by the
approving authority to ensure adherence and effectiveness.
CRO to Assign review task on the loan size, branch category
with high-risk or high-value loans.

3.Risk Mitigation Strategies

Ensures sufficient and properly valued collateral is secured
for loans. Raise queries to concerned branches and review
their responses during credit file evaluations. Provide
recommendations to improve credit risk assessment
processes and implement risk-mitigating measures.

4.Monitoring and Control

Conduct regular reviews of credit files up to specified
thresholds, as determined by the CRO. Maintain effective
record-keeping practices and ensure confidentiality of
information.

5. Regulatory Compliance

Ensures the bank complies with applicable regulations from
the Nepal Rastra Bank. Perform additional tasks as assigned
by the Head of Credit Risk Management/CRO in line with
regulatory requirements.

Integrated Risk Management (IRM) Department in a bank
is tasked with identifying, assessing, managing, monitoring,
and reporting all types of risks under a unified framework. Its
objective is to ensure the bank operates within its defined
risk appetite while meeting strategic goals and complying
with regulatory requirements.

Key Functions of the IRM Department

1. Risk Identification

Identify and address all risk-related issues, including
Operational Risk, Liquidity Risk, Market Risk, AML, and other
associated risks. Conduct regular onsite inspections of
branches based on Operational Risk grading parameters to
detect potential risks. Uses tools like Risk Register, Control
Self-Assessment (RCSA) and Key Risk Indicators (KRIs)
other as defined by Risk Management Guidelines.

2.Risk Assessment and Measurement

Prepare reports for presentation in the Risk Management
Committee (RMC) as required. Analyze and assess the Risk
Profile of LBBL quarterly, including ICAAP requirements
based on BASEL Il guidelines.

3.Risk Integration

Ensure the timely preparation and periodic review of policies
and guidelines in compliance with regulatory requirements.
Facilitate effective communication and implementation of
risk-related regulatory instructions, including NRB Notices,
Circulars, Directives, and internal policies.

4.Risk Mitigation

Recommend changes and improvements to the Chief Risk
Officer (CRO) for enhancing departmental performance.
Assist in preparing and updating various policies, guidelines,
and strategies to address identified risks.

5. Risk Monitoring and Control

Arrange and oversee regular inspections of branches to
evaluate operational risks and report findings to higher
authorities. Maintain effective record-keeping practices and
ensure confidentiality of sensitive information.

Portfolio Review: Regularly reviews the loan portfolio for risk
concentrations in industries, regions, or borrower types.

Early Warning Systems: Identifies potential risks by tracking
delayed payments, declining credit scores, or negative
market developments.

Stress Testing: Simulates economic downturns or adverse
events to assess the impact on the portfolio.

6.Risk Reporting

Prepare and submit required reports to relevant authorities
to facilitate informed decision-making. Support the CRO in
preparing reports and analyses for management and the Risk
Management Committee. Submits required reports to the
Nepal Rastra Bank and complies with regulatory requirement.
By implementing robust credit risk management and
integrated risk management practices under the leadership
of chief credit officer, we safeguard assets, minimize losses,
and maintain profitability while complying with regulatory
requirements.

Risk Governance

The risk governance framework of our bank is structured
to ensure robust oversight and effective risk management.
The Risk Management Department comprises two distinct
units, each led by a head who reports directly to the Chief
Risk Officer (CRQ). The CRO, in turn, reports to the Risk
Management Committee (RMC), a board-level committee.
The RMC, which includes independent directors and
directors, conducts regular meetings to review findings
from the risk management units and deliberates on various
matters impacting the bank's overall risk practices. The
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committee plays a pivotal role in recommending policy updates, introducing new policies, and upgrading internal procedures
to ensure smooth and efficient banking operations. By aligning risk management practices with the bank’s strategic goals, the
RMC fosters a proactive approach to mitigating risks while supporting sustainable business growth.

Our risk management process is designed to empower all employees to proactively identify and report potential risks through
online channel. The system is supported by an intuitive, user-friendly template accessible via the company intranet, ensuring
seamless reporting. Additionally, the bank has implemented a whistleblower mechanism to address discrepancies or risks
identified by internal staff, with strict measures in place to protect the confidentiality and rights of whistleblowers. To further
enhance risk mitigation, the bank promotes self-management of risks, enabling reduction to tolerable levels. This approach
allows the Operational Risk Department and relevant risk owners to assess and address risks effectively through an iterative
5-step risk management process, ensuring comprehensive and responsive risk oversight.

Risk Management Process

1) Risk Identification: Risks are identified and raised by employees across all levels of the Bank, although the primary
responsibility for managing these risks lies with the first line of defense. The first line of defense also conducts Risk Control
Self-Assessments (RCSAs), supported as necessary by the second line of defense, which ensures that risks are thoroughly
evaluated and appropriately addressed.

2)Risk Evaluation: The Bank evaluates risks using a risk matrix, which ensures consistency in assessing both the impact and
likelihood of various risks. This evaluation takes into account both inherent risks (those present before controls are applied)
and residual risks (those remaining after controls are implemented). The risk management department plays a crucial role in
supporting the business by providing independent oversight, continuously monitoring risks, and ensuring alignment with the
board's strategic objectives.

3)Risk Treatment: After evaluating risks, the Bank determines how to treat them based on their impact and likelihood. Risks
may be accepted if they fall within tolerance levels, transferred to third parties (such as through insurance), mitigated through
action plans to reduce potential impacts, or avoided by ceasing certain activities. Mitigation plans are carefully tracked and
monitored to ensure that risk treatment measures are effective and that any necessary adjustments are made in a timely
manner.

4)Risk Monitoring: Risk monitoring is integrated into daily operations through the use of Key Risk Indicators (KRIs), which
measure risk against established tolerance levels. These KRIs are accessible via the management operating system (MOS) and
are reviewed regularly to ensure that risks remain within acceptable parameters. Additionally, the Bank conducts scheduled
mitigation reviews with risk owners and actively monitors emerging risks, ensuring that new or evolving threats are identified
and addressed promptly.

5)Risk Reporting: The Bank ensures that risk reporting is clear, concise, and effective, enabling management and the board to
make informed decisions. In line with the Basel Committee on Banking Supervision (BCBS), the Bank has adopted the Basel
principles for Risk Data Aggregation and Risk Reporting (RDARR), ensuring that the right risks are reported to the right people
at the right time. This practice allows for timely and accurate risk data, supporting proactive decision-making and improving
overall risk governance.

Our Risk Appetite and Tolerance

Our risk appetite is the level of risk we are willing to accept while pursuing our strategic objectives. Strategic decisions are
aligned to risk appetite in order to account for the cycle and stressed scenarios. A risk appetite framework helps balance
risk-taking and delivery of sustainable growth and returns to shareholders. We have a low appetite for operational risk, which
means that minimal risk is accepted, and a cautious approach is taken towards operational risk. However, for certain risk
events, such as those related to employee diversity, discrimination and harassment and non-compliance, we adopt a zero-
tolerance approach. Our risk appetite and tolerance limit is set by risk management committee, and continuous monitoring
is carried on for risk appetite and tolerance by risk management department any deviation is immediately escalated to risk
management committee which may further escalate to BOD for immediate action.

Our risk tolerance is the extent to which we are willing to tolerate a deviation from targets set for strategic objectives as a result
of a potential or actual risk. It is determined by considering various measures for our key strategic objectives. We then consider
the range of outcomes above and below acceptable targets. Tolerance is measured by our MOS key risk and performance
indicators. tolerance level breaches.
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In recent times, the banking industry has been grappling with
significant challenges brought on by economic recession,
particularly in the areas of credit recovery and rising non-
performing assets (NPAs). The increase in NPAs has led
to financial difficulties for banks, as customers unable to
generate adequate cash flow fail to repay their loans. This
situation underscores the critical role of the risk management
department in ensuring the quality and sustainability of the
bank's credit portfolio. The department assesses credit
risk by evaluating the client's repayment history, cash flow
capacity, and overall financial health to generate a credit risk
score. This score serves as a vital tool in mitigating the risk of
loans turning into non-performing assets, thereby protecting
the bank’s financial stability.

Simultaneously, the rapid advancement of technology has
introduced new risks in the banking sector. Technological
risks, such as fake messages, fraudulent OTPs, and phishing
scams, have become increasingly prevalent. Cybercriminals
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impersonate banks, sending deceptive messages to
customers, tricking them into sharing sensitive information
or clicking on harmful links. These scams often result in
unauthorized access to accounts, leading to financial losses
for both customers and banks. The growing reliance on
digital and mobile banking has further amplified these risks,
necessitating robust measures to safeguard against them.
A strong risk management department plays a pivotal role
in addressing these technological threats. By collaborating
with the information technology (IT) department, the risk
management team can recommend updates to IT policies
and systems to strengthen authentication mechanisms and
improve cybersecurity defenses. Additionally, the Integrated
risk management department can ensure that operational
manuals and procedures are regularly reviewed and updated.
This proactive approach helps minimize cybersecurity risks
by incorporating the latest advancements and best practices
into the bank's operational framework.
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g TS HAFEHT q,5%19,309,0%¥c q,94%,5R8 Y10 4.5¥%
s IGERCE 95\9 4 %3,00% ST\, 4 WY -%.\9%Y,
e G R¥9,90%, ¥ 3% Y 35%,0R3R.Y WYL SU%
repa el STgaTa ¥.\99% 3.4%% 1.9%%

(@) it g yeaiiey afRafieta St FITETTHT TRHET SaiamT T 9T

FFACET TS

oy g Tuy fave srefaemT S1med fafv=T 3AR e wet ufgea! GHTnT &6 PRl 3§ TS ad TvETd fave STefaemT STUshT qiad-ehr
T TS STATE TS 3Teh STt Ui WehT R gt st & fafad & | ggeht HRor Y e uareieh! STTfaHT TeRT T¥Td, sFear Tare
e fafe= arreeshT TR/ fafaaT WeRT HieHTs, @TeT= Hehe, GETERITq ST THeTEesh! TTHHAT 31T Tgeel b aTHie I ST T4 TenT
T B | ST JAT T (IMF) T TR TehT TidaeT STTHR T 2033 AT 3.3% of Jig WUhT fava a1l & 0% T 04 AT 3.3%
T AT g g STH THUHT I | World Economic Outlook STTER STSITceh qTel, STeTaTy] THaH, HTehfceh Wehd TTTIIqehT ShT0T favaht Tfieh
g FIfTE-2R YT JoTHT 3T FHHSIT B | TR, TIvashT GETehiTaaT U §F STTTHT S | T 03 AT favaenl T JEHId <. © Tiaerd
TWHET ] RoR% AT Y.< FTad T 8 034 AT ¥. 3 UTa9Td L& Nl FEquT Tehl | fashiad Tegeent Tl gigur onb &t st anft
Hega I3 T 034 T el o T3 warur TRusT 3 |
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ST aTRAT faeiar grafen! JoamT 3= 3aR =ery, faehfad Joeheen shiaar diigew Hifder ST qoT favayi nemieh! ST hieTusht
FHINE-2% U TH-hT JGhT HRUT Tava STIqe=mT SRGUshT Hefe TTRIq ST ST SeAThueT HuTell STIqwIT Teh! TTaehT ST
TR Heger h1aH T TaTHT 9T I eRT ST MU STt FasHT WUehT & | AT qeaehT STale SFaTiaeh T e T T4t gHidr T
afEfdd Tt STaeEwh! RIS STANTETE TAT STTEEER! FT T Hol HATEIIHIT &yaT ATgfg T ST STiam sTarvershar & T a9 ufq
HeTeTeh AHd T ST 7T & & |

T&UQW:

A AT T R0<2/ <R AT STET ST GUR ATTHT HUar i sk afafemr fofererr smuarr it asaw ware g1 Fsiiehl gig i+ g
ol B Y Afehsr TUTTATehT TSR sholl STIUTT el sreehl | Tefterr aar @iy fafor &y T fomior S statamsTfod aseedT Jad Hee
STMUHT & | FEHT STeT &HT GUR 95 SATSIGL F2aT HHAT Wehlel Isft AFT forai g7 T Iqane onifefer fharshar I a=Ts JeanT g
faee | famraehT STTfefeh aieeHT TR EUHT BiATUhT HITTS-2% TS &6 T IhIohT JGeh! HIUT favay STTq=THT ST TG Fede T 3THTer
TS JTRT ST U TRt @ | |fe stafumr faeslt fafrer afsafa Seorata s aedrdt qwr fofir SRt frargeRr qermmT ettt
AT gfg ST FH EaT Foll AT STIATTHT Tqei HIAH THS TEAAHT Jig STTTRT T ST AT Th AT TaT THA SAred FHT FHsit
YATE G FehehlcT AT fHATherTies quT $THT HoaTei-THT FATUhTCT J6 TaehTd Sehehl hIIGTHT THA STEL T U S | JTMehT ST ar
&hT TS SHHIT: TGS TR & 9 FHT S=ThT ANGH HAIT: T2 TURT FECTT SN &Rt TeM o Fia Fia fer ' 3= |

Fmfomefi Tfter MREeRt qoT 3T WTIfHeRdT ST JETUR STRTSHIEEHE ANTGET GESaT, hISHTS!-auTs gaHTT, Jeaft SARHTTehT TreRT-gierT
qeF WUe, W-968 ag3ewd i NS, FagsTeT GeeunTenTadent STRITSHIEE SF=T g4 SUTHT TEehT & | Tl STEISHIEER! Fafur aw=rq
JENT T YT ST &l TRt FeanT g Tiier Fharhad faedi g7 ST @l ® | F8 T, ST gier aser sfed Stetfagd, &mdr
T Y SRIHT Ush ST HTaTeshT atel ofte TR fmior sl o1fer et @ | arerreriT fagyq @fte amelar Wi RocR 3R ¢ Taame fagq
ot &7 oTetent & | Wieeh STTH T FITIe-2% STTHehT STTEITHT Jgeh! Eret qefe qatert faam Juet & | TRaT quT i feord staifer
FerTIEereT qUt &THdTHT ToaTTHT ST TohHT STk qT JTed T JaTe WS JeeT qrai-urd STefa=IehT arseeuT 3care Uy AR Jig §v
HRITEHT TEohT & | AT TR STk I 04/ <3 T TIeHTRT oA Hfafer e fatdent ATt Hifarrd gestieror T, JHT ToT ThieT 3Tm
TICETE T STRIGERT SIISHH GaTUshiel e fafd faedr g S/gam & |

TR I Ro¢R/ <3 T AU FLHRSA .0 Uiquraeh! ek gig arfaer T4 e U@ S | TR SoieHT JSTiTa @eeh! fafs st
FHRT JATHT ST, Tarfier ToTefaT =7 saTSTeT @fed erTient @iT Fafed Retar TehT T @THT Trarell STge® Je 95 @THIcT aTararer o
SIS g8 TURT F-aviwT i, T T qafem asrehr faemmg qer fawar w§ afaa smiie gfee afaa T west g7 dfe= | afem sma.roce /e AT
Tl fopamenatTa TR TaTaf ST SHAHT Tehl SATSIet Ue T aletd et 2TehT erefaer af faeait sreemT o S} o1iffer o Roc /¢
a7 AT framehetTaet SHAST: Tid T oI YoishenT STTieh HeehTeaenT SHHST: HehRIcHe TIUT U g HUHT STl STreTadT & |

) FHIETT ST, 059/ 53 FT IUASHT qAT ShehT SAWTHT TFAF TGHT AT :

e STy 3T 08/ ¢ 0T A9 TaehTe SehcT JTTRT © T TIIMET TRT T < T ATETEE T ¢ AT T @ HIthd TRehT HRARSTE Heear
3Tk el AT 3BT o1l |T9ET o.0c HTaTael Jig &7 7T & ¥R.%% 3Td Tkl & W FATHT 2,30 Wfqurder i 95 €. ue 31 co S
PR B | TH SFTT Tl SehehT Ta GHTHT &, R%.22 IS HUhT B U TIHTE Sehehl ST SATHTHAT 2. 00 AT HT F &, S0 376 ¢
FAUE JehT SRR STEU IPREHIEE THET SN TS =16~y | Sehehl FT=p shotieh! STYeAaT ferT fag qureadir sheif yaTeas sie fag
STTUERT SR TG IRREEs THeT STHRRT TS A6 |

TR TR ey TIHT

% STl AT TTHIETS 31vh Tafaferertor T gge sAse At |

% ITAATS AT THTSRRT ST, TSR hotiehl HTAT ST, T Ui shell g 7 |

% TTEeh TEATHT g 18 q1ed STTed WfaferT Senfia T2t qom THaTgeher HaTeesh! faed) md ST |
% ShtT, & T 37 Taefier giaemenr ATt Fefam afehe dares Jerear cars |

% g qUTTCAHT ST ekt Ty, Sfehe Tedees HeTeaT s |

% Tefsreat ufafy o mesreeas TR Sfke giaem wem T |

% FouTeH TOAT fHdeatadT TS T HAIOTeRT AT STavesh TRITEeeeh! et T |

% TR qErdT g T T ST amar Stfgfeeht wriseEeTs e fa |

% bkl SATHTICTS 9T foream T ferfaferertor 1 grvrer SRR e 7 |

% TR THIA0T JUTTEAT T GRS HT TR TeRT T §5€ T |

% SATHTIHT FAT &Rl qie= 7 |

% Afaad T Hifeteh fehfeameRT s ATsHTee dejar TR afeer T |

% T AT FHETATEEhT HTHT TR T g™ g g TR Feere 1S |

% IR Tdesen! Tafaferentor T, T gosiea E=HT fadeaadianTs Hemaiar fed |

% TTHIOT ITTETEEATS ThATTT RIS faf=T Feishueteh! ATeamee SEEr faer TR |

% fafer Sfere gzt wanT it Sfers Sar qut w1 Efaers ou gE T guEd aHEas |
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(1) STRATTH T SHEERIF T

7 fershTer Sohet SATEET Tty fafrmT T, IR oY Hereerr ue syaTash e ufasHes, ammfse deemes, frames fHeamee Jurer
B | IUCIHT STTET HTTHAT ST TSI TEahT TSToctTehT TESTI-Erd JTNT ATOTS e, SATUTIG Uef 31T T HEITes, saadiaeh HfdsHes ad a6
TSI HEITEEHT THA HIRlE T TaehTe 18 ST & | ATT&HT STavashdl JITAR 31T SETH T ST ettt 97 Jrery
I e ITHAT SATEEATS AT Toeqi 1 |

(T) T=aTTh qfafaaT FTTHRT -
JHAT BT quieet SHIfSTHeRT Todiereh HTHiq SR @ehl qT SAT.a. 02/ <R &l Mld 04/ 03/ 0¢ HT HEATSH JFEHT TTHT HEGHIhHT
qhalTe 2T ToaTershT 2ff Ioi Te FRIwh IMUshT SIERT SITHehRT TS =Teg |

.9 | FATAHgER] AH | LGS | EALGL | frgent fafa
? mf Wﬂ - ITERT :%TQ:TQ 3| R0V} /0]/3%
. ff g1 g _ FETH. 24, 2002020
(G IR ahare - ufafia @R . ur.fd.) TTEAT, AT |

. sft Tes fmew S TG ST 7.9%, 20680025
(GTTeh SRR athare - wfatdfer 7t TaT 3= % i), WEehTCAT, HTEehT

% g A LECICED .2, R0V} /0]/3%
(T ETHTOT SEREHRT dhaTe - afdiafr 3uge e & .t fo) QI 9.9.9T., HTeht

5 Tmf Tlﬂi'ﬂ:ﬁ% i) BECIED f@éng:rw 01%/0% /%

% = e et EESIGCY w8 R01%/0%/3%
(TS ETERET SERE TR ahaTe - Ffafier e gTeei=e et i) e TIT.9T., $6TaT

© il ST LECICED w8 R0co/2%/ 30
(Tad=T) eI 9T, dTear

(F) FRELATE JE@L TH T FIEE
U e Seheh! SHTHTIHT WeeT a1 UXIeT €0HT TTe UG | foaehrer SiehehT hIIETaT SR I1 U9 HUet ETIaN &Rl & |

% THYT GUIHT FG TCTATRT ST FT TTeh qUeTdTehl T |

& SRt quy nifefeR et ferder Hifmr s uftads, faaeft fafwmer steear g fedT |
% ICATEATITCT &TTHT STUTErT &9HT o1l g 787 |

% ot drermes s U SToHHT Sear e T T yiawr |

& T frerresaTe Tme TaEmT afEd g fifqerr wruee fafsid g7 o Sifewes |
% SATSIGMT QU ffer AN =&T |

% oOoT STTHETEHT FHHT TS Gojoheh! STIA=HT IcU~T g7 e T |

& SHETE YATE g ol qUT NEHITHT AT ATeeaTe g1 do Grfad Semee |
% GeTeH SiEmeR afg te i et g uRedaere g ae garfad Siifem |

% Seal uiaeat U geT SHTitheh! ST g &e STIE |

< T T FHtien dfehe HaTeweTe g1 da HTad SIEHEe |

% STET ufel STEAT SfRTIhT HRVT STeAfagd, i 3ATfe &ET U ST Hfdenet STEET |
% T SFYAT ST G SITIGHEE |

& GIAT FT FiafT S T qeTiad SifeEE |

JoctfEd AT TAT STIEH TR AT STTEwehT qiee, T, ST, freor T feaifésent anfit gge Siifem T qom T s
TATSUERT | STehehl o1l T U T AT @reT 75 qolt fafer ot aftad-ene g g Siifamesent ST Jurel T Seheh! fae qer oo faver
TUTETE ehet holl TNEHTHT SHeRET AT IHT GrTiad TR SIeElT, TeEl F2ae T STEdT ahivgehl oFaeT T4 Tehl & | dehel Hideaerices
STSTEhT HTHHT TRl TR STTThehT T T S&T STGTGHT STawdeh ST YU |
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(B) FRETIIETUT ITIEHT ol BRI Fe@ WURT WU H IUY A=ATH AATTRT FIAHaT :
SehehT e ST UshT/ SREUEhT AT HFIqEE STeh 31T 5 TRRICH HUEE ARV Aiqaa-THT SRauehT & | wTe gfdfsHar
TAT GhTare® UTd HodTereh iafaen! SAHTRYUT 7S STTEvesh GETeh! ATHT T THIHT SAaTIeTs faeH far iusht q 3 shitweraeenr
Hiteh AT GUT §a TEhT B |
(F) =i Stgwie T Rt afeee @
7 foohTer Sohehl STk & R0/ <R T TAINT SehehT IPLTEEATS AT T TRUHT & |
(¥h) TRA TIYURT ST HEAT : FHTET ST AT 5 I STl THTRT & |
T JUHT TEWTF FEIHIERA TR HILEHT T : B Sehehl HaTeh HEGHT TG |
& T TEHT TEIF FEAIEES ATMAF a6 059/ 5 AT G TR T FIIEER T AT HSTEHT FFOHIET HILETCHT TR F Hgeaqut
qﬁﬁ?‘h:ml
fomer snTf¥ir ad SRt SITATTA AT EIEES ShelTE Jueedl TXTTHT SR : THUHT |
fermmer enfiier aiwT SeheRt GoaTeTR AAT USRI IEEe [URT FUCeRT EaTieaeht faut : THUH |
femer snfiier and STl EFafred TERIATERHT el AT AT (STt STRwaRT ST €T Taeefl ST : T |
) SR STTRAT TIY AT @G T aeoT : oot STHRAT I AT Witg T &7 |
AT faesToT quTeT
SfohehT Ul & fedTer I 2R shrel EPaTe ShrRe Ffaf HTthd T TRURT @ | ST TR TRIIUT QT SR GITe HEH T Sehe
HodTer affder Jar it Terehr © | afer safemT fasm St geaers afafanr :3 9T 93 FHt fafu=T Tecyut favwereear fofr
fesunr 3 |

TR R Ut T SehehT AT STFHT SIRAT G GIES HEW T E sEiwn gediers o MOST UST UHishT HaSTshea T
eraTatErT ihfd, TeeTersh ot SRIQT AT HATSTehea™T SITEH SIarETy afafd, Tourete off 37| oTaTehT HATSTheaT SHHERT SATEITT Tt
Har gl afafd T asarers ot dva @fqaeTh! garseheanT Trafd igaror famor affd meT i @ |

]

Igaay

a

IRk afffdeeel fasmme Sl HRERAT i faa=meRr arfT fafe=r werent fdee et ardr dwqee qor TR yfrer fate
TS | TG T Tafter eramaieren favmene fafya squr stafter aameieror 1 T creeh! Sfaae aamadierer afgfaat dsr ™ ek T
THUHI | Wk Afffdeear faeqd 9T She e Hihad T FE-=umEhT A1iT eI eTs geaTesh aifd aThd e fagT et & | @
STt feaT Trgot afafaeeets o FATfiet SHTE 3T TMTEIRRT SHTES |

T et Sehehl STT=ANeh =0T SIS G ST SISt Ft aetfsent afvfaee spameiicr el SRR 8d 8T J9el STHRRT
T3 18 |
& onifefer fader afafa
< Tayfd afafq
gl arfce sFaeTa aibfa
@ftg afafa
Fell gt afafa
Teterr afafa
AT wtaty g afafa
-5t afafa
HEATTA AT ITaTided g giifa
FHARY TATET Afafa
ST ekl gt fgertor afafa
ST HiHfe

() ferTar STfds & 05/ 5% A HA TACATIA GHHT FELIT :

. |fa'=r<01 | TFH T
? FEH T B ¥UR,2%3,008 |-
R oo T B 3R¢,3’%,33% |-

T ATEATT T T 959,423, 00%]|-

(3) A@TIIETUT ATHITRT FTH FLEATE R (TEC0T, TEEIETHR] AW, AT fFstgeel e T qiifien, A o g «

ool ST.E. Roc?/¢R HT NG i@l WHEuT Hids gd goed 6T HATieh ETaRievT fawrTaT STavesh el ot ST=ateh
AGTRTEToT 1 qrr T ol et for | St erEaderoT fasTmTet aor aRenT Tidde E@ed eraTaiierer fafaHT 4T i sree fHemsuen B |
TrETIreeT GiAfael STafeh eTHiEsel qIR el 3t Fiddedals JEdh T 8 Toares aiafq HThd AaeuaTs STawds
rdee fa v méw |

TRt Stfafch aEmadeer affaer swar faxdi feufa, safer framr T shife sree, s qur femer aftdrerT, ST wrfar
afea womT afrar T TRUET B T AT STIHR GodTersh atafa Tre faf e JeRReRT Goct GYRTe FaT T e TS STEEeRT | 31T,
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08/ ¢R HT SHAT T FERRT TodTersh 2T TOT ST TRl HATSTheaT TS GTRIEToT ATTHT HoelTersh ot WS Te Tee T ShshT
AN TR Tt T dew |fed g WUt T | cramadieror afafaer Saisieh quT deeaets (FHaRT o) affer o.a. A
HodTere dffdent §3e 9T 938 3 Ufd §3% &. 20,000|- (F Tfed) 9T UM T+ ekl B, €Y a1eeh Tfafees urferfuss yam miewenr &7 |

(&) T, TAE ASATAT, U THE, ST ATUTHA AT AT FATHhT TRt SThelTe J3hTa atehl THH : U

(A) T, Far ToAH, FEAGR TG qAT @ THREATS HEhRHT TTH THE, J0 adn gaamt fa@wor «

AT, Ro¢g/ <R UT A3 I T STEIEIATS U A3 &, £R,000|- T FoATAHEEATS T A3 &.20,000|- L Aed UGM T THUHT T | e
SfoRehT ShTHERT TAATHTHT STETET T ToTeiohaeals WU AT foet SIS quT 2feh T TEeRTT &. € 000|- HTh JHAT oo JTHIEN ST
T TTeh STeeheh TIohuT %0 ITHNEHT SoR Ui faet atet YaM 7 THUST & | STEAeT qT ToaTaishalls SIAhIT e T Uit gfaer amq
TG €. ¥ %00/~ O Y& T TREH & |

A, 059/ TR AT THE FRIEART e a1 IoF TEHRRgeaTs HehHl TR qod Ao [&qaTot «
&) @ FRRRT ATTHAATE AR TR TG WA TAT AT TR -

[EELI | TFH
Trfteraes %,000,000
e 3,908,444
EEpCaL) %00,000
a3 =T 800,000
ST W= 3,400,000
ST 93,308, X4

) o SHACATTHIT NUTHAT FTA FHAERATE Teht TR feraor «

T T m 3Tf§17>h_cl' ?939,r00 AR CERLL I RG],%%0 3%0,000 R,200,30R.3 | 1934 21%.2%
EIRE) q-a-@- m W q 3939,R00 9,439,959.39 250,330 349,000 2,534,010 %,2¢0,012.32

I ek HHART FaT T TIHTEAT STTARET 31T GeTeTes THd 3TeTss TETH S |

1) FORE FIVRIR St TR AT THA - JRETE aRT TehT TTHTRIeRT TR STET &, 23,403,038~ el & |

() TR Q%9 ST Gt @fee av fosht Tt faawor : Twe |

(@) THT 9y, THITT TFelg FFIT S HTRT FIOATL

ferehrer el SR TEsTeft TRQUT FRIGT (Registrar to Share) AT TS fef. HTHA 74 ST I 1 TR 19T I HEIHITS I9 7.4,
R0¢2/CRATE. 3,604,000/~ (FEHT g3 ARG T=IETR &SI HIA) HAT I[eah YT THTEH T |

) TR G 083 TAT TAAT FEA SR T AT GATSH T 37T FLET : THIHT |

() T ATATTH FIEE: THUH |

HES AIATEA -

TarehTar SRHT 0¢R TG TETAHT 33 HiERAT TUT ¢ SHT T&T T ST SR0 ST FHUHRIEE I Toht TIT | Sehehl =TT T FTfaenT @it
AT 9T feT ST T STeIvIhdT STFHR ST=Eh ATieTd fa= STaweT 18 STTTEHT Bf | Seheh! HbeTdT SoRHT FHTId =T e, Tt 7, fad,
HTIHIIAT, ATcehar qT TiewaT Fdt T TUshT HRUTRT &tk FHERITS Sohehl HRATHhT FYHT STFER 7T U] & | HEITHT HTRIT FHARIERT
Hgfte T ATHIA fahreae F SohehT Tr fashe g1 HUeTs ST TG Sehet oty Tehtent A Hemme <fifdee i 18 ST § |
SeheT & WHE HTEAATS h1H T 3cope JTATavTeR 8 T, ST vae 7 |1 SfhTa ST fashiad g4 STa U 718 STTThT & | 3119
R0¢8/ <R HT Sohet STRSHT TehT 3% 2T ST q9T ©2 aTed T Ff /% 2T ATferd HRIHT HIhd e Seheht STfrshiar HiaRigeers
ATATHT BT TSI & | A Sohel STEAT Reward and Recognition Policy 31T fafy=T aemafemr fafw farmmr sreiarmeT qur 3cpe
TR T T FoheT FFHERIEeeTs JOhd T+ SIaeeT JHd TR S |

HEAT G

Qe faehrar SieheT TEITTT GITHATS oo FTifHeharT s famment fehmree JuTer g &, heaT sTeren! swriferd, fadsr ard, Jarer
T TRl IdETE ST TRUeRT FE9 qorm aRtaseeehT shices ST ITeT 7Tq ST & | HEITTd GTEAeTs THTaRRT ST fashre et
HodlTeteh T T Seeeo Ty fafir= affa T 3u-affaesets afsha aaEet & | I T Share ST Tshishd fE3M aeiT 311 yeiferd
O fororm ST 21 foehTer ekt TomiTerehae T SHHERIETE T T STTeRUTEE TeT TN T 39 TrT-2aT fqehre siaral odtete afafa
T gfdag TRl T |
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srafvew afify / Iwafat:

(q) FETEuT afaf

I T ShaTe STRY Tehishd TE9 SHITSTH SfhuT iU FHiehit HoeTetehen! HaTSTehea™T Mg quister FuTisrasht eramadterr afafa framferer
TR S|

%) oft TToreT TreT LT, BEIGED : IR
@) T U 99, EEISED : g
) #ft gft o gadt -3 T@TRrEoT favmT . geey gfea

ATE. 3059/ 5R AT GUHT I5F EIT :

afufaer w averedt @it faawor:

AfET AT, R0ct/ <R AT 3% AiATGeT U, T, uTer T Sehee ST Ushishd FMGIH T 89T qUaWT STRT R St=aiia feguent formamd
SIS T 718 AQTIR ETshate! ST ThT HTada 3UT SeAhe T, ISTSUHT oh(haIdes JAIEeTsh T, Shithades GeehT ST fawhTi 7T, STevash
Frde fa, erarterss fgfment anfir fadrio o, anfifer cramRiaror Trsrelt HRIATSHT G Y 3t SHTITSTTehT TR SHHT T T4 RIdshT
FTIEE TS AR 3 |

() Sfgw suaEaTu afafd
IITA T SFehalle TR Tehichd v SHITTH SAT X FRIRRT TodTelohehl HITSTheadT TTigd qUisTe aHISTHeRT SHIGH €T fiafa
TRt @R 3 |

&) off ST I e : TSR
@) #ft ToreT TSt Tt HATSTR, T@TIRTeoT fervmr : To HEET
) oft Fd WidasT EEIGED . ge e
3) off 3Hey et TS Gt STehd (T W.57.37. ) : Te=T
%) off fau=mm 98 98 T STEH STETa farvmr : TET gheae

ST, Ro¢?/ <R W THHT A3 G : %

gfufaar wuf arareft w@fer faawom:

A, R0c?/ <R T I AiAfaer Sl HRIaRAT e fafv= sehrerr Sifawes araremt fafir=T T qor siieeesh! areare faversor w
& T Soheh! THY HRIGRAT ffed Sifaree =0T T fawereht ardr sfehent dft qafeadT qreme Tt faveroT, amsra diaT fretor qor
STIATCT, e TTETuT SATTashT TR 7T TehT, faehrer Skl ST HEsTemT 17 STHRRT Tl QT o Tei-eT SoeTersh |aiqaT T gybTe
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:7 SAMEEP BHAWAN
SW ZM & ‘ a,‘ Baneshwor 10, Kathmandu
Phone No 4460357
E-mail skarkinco@gmail.com

Chartered Accountants .

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF LUMBINI BIKAS BANK LIMITED

Opinion

We have audited the accompanying financial statements of Lumbini Bikas Bank Ltd (Development
Bank), which comprise statement of financial position as at Ashad 32, 2082 (July 16, 2025) and
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 a summary of significant accounting policies and
notes to the financial statements.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the development bank as at Ashad 32, 2082, its financial performance and its cash flows
for the year then ended in accordance with Nepal Financial Reporting Standards (NFRSs).

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 Auditor’s Responsibilities for the
audit of the Financial Statements section of our report. We are independent of the development bank
and we have fulfilled our other ethical responsibilities in accordance with the ICAN’s Handbook of
the 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 matters based on our judgment, are of most significance in the audit of the
financial statements of the current period, which were addressed in the context of the audit of the
financial statements as a whole, and in forming our opinion thereon. We do not provide separate
opinion on these matters.

The results of our audit procedures, including the procedures performed to address the matters
below, provides the basis for our audit opinion on the accompanying financial statements.

Following are the Key audit matters:

S.No. Key Audit Matters | How the matters were addressed in our audit
Investment Securities Valuation
Ref. Note no. 4.8 and accounting policies to the financial statements.

Development Bank has total investment | We applied following procedures in respect of
securities of Rs. 12,348,523,021 as at 32~ | Investiment Verification:

Ashadh 2082 classified into different
categories as Investment securities | » Review of accounting policies adopted by the
measured at Amortized cost and Bank based on Nepal Financial Reporting

Investment in Equity measured at fair
a“_;;;\f \ /
& ~
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value through other comprehensive
income, which in aggregate represent
18.20% of the total assets of the Bank.

‘(‘.‘

Standards and the Directives issued by NRB and
compliance of the same.

Evaluation of management's assessment to
categorize investments into different categories as
Investment Securities measured at amortized cost
and Investment in equity measured at fair value
through other comprehensive income.
Verification of valuation of investment on
sampling basis in reference to its cost and quoted
market price as the case may be.

Verification of impairment allowance provided
for different investments in compliance with
NFRSs and NRB Directives.

Accounting policies, classification, valuation and
impairment allowances for the investments are
considered acceptable.

Loan Loss Provision

Ref. Note no. 4.7 and accounting policies to the financial statements.

The Bank’s advances to the customers
represent 69.35 % of its total assets at the
end of period under review and are
stated at Rs. 47.07 billion which is net of
provision of Rs. 2.64 billion. The
provision against advances was
identified as a key audit matter as it
involves a considerable degree of
management judgment and compliance
with Directives and Circulars issued by
Nepal Rastra Bank.

We applied following procedures in respect of loan
loss provision verification:

»

Y

Review of borrower’s files, which includes
evaluation of borrowers’ repayment behavior,
assessment of financial strength based on the
available financial statements, adequacy of
security / collateral, obtainment of required legal
documents, CIC reports, and compliance with
prudential regulations.

Business sites visit of the borrowers on sampling
basis.

Review of IT system to provide loan loss provision
basad on overdue payments.

On sampling basis, verification of accuracy of
provision against non-performing loan calculated
by the IT system and manual calculation on
sampling basis.

Evaluation of appropriateness of subjective
judzement made by the management for
performing loans’ borrowers.




» Review of Board’s evaluation and decisions on
loans.

Loan loss provision made by the Development Bank
is considered acceptable.

Other Information

Management is responsible for other information. The other information comprises the information
included in the Annual Report and Report of Board of Directors, but not included in the financial
statements and our auditor’s report thereon.

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

Responsibilities of the 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 (NFRSs) 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 development
bank's ability to continue as a going concern, disclosing as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
company or to cease operations or has no realistic alternative but to do so, those charged with
governance are responsible for overseeing the development 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 certain 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. Misstatements can arise from fraud or error and are considered material if individually or in
the 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:



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

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

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

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the development 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's 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
development bank to cease to continue as a going concern.

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

Report on Other Legal and Regulatory Requirements
On the basis of our examination, we further report that:

1)

2)

3)

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 financial statements which include Statement of Financial Position as at Ashad 32, 2082, the
Statement of Profit or Loss, Statement of Cash Flows, Statement of Changes in Equity for the year
then ended, a summary of significant accounting policies and other explanatory information are
prepared as per the procedure and format prescribed by Nepal Rastra Bank and in agreement
with the books of accounts maintained by the Company and proper books of account as required
by the law have been kept.

The capital fund, risk bearing fund and the provision for possible impairment of assets of the
Bank are adequate as per the Directives issued bv Nepal Rastra Bank.

/
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4) The returns received from the branch offices of the Company, though the statements are
independently not audited, were adequate for the purpose of the audit.

5) 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 Company has acted contrary to the provisions
of law or caused loss or damage to the Company or committed any misappropriation of the funds
of Company.

6) 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 Company
was conducted satisfactorily, and the Company’s transactions were found to be within the scope
of its authority.

We have separately issued Preliminary Audit Report for the matters related to observation in control
systems that came to our notice during the statutory audit with responses received from Board of
Directors of Lumbini Bikas Bank Limited.

% Sg
)
CA. Shyam Karki

Proprietor

Date: 2082.09.07
Old Baneshwor, Kathmandu

UDIN No.: 251223CA00124fjByn



Statement of Financial Position
As at 32nd Ashadh 2082 (16th July 2025)
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Figures in NPR

Particulars As at As at
32nd Ashadh 2082 31st Ashad 2081

Assets

Cash and cash equivalent 41 3,382,802,508 3681441274
Due from Nepal Rastra Bank 4.2 2,745,537810 3,379,607,499
Placement with Bank and Financial Institutions 43 - -
Derivative financial instruments 4.4 - -
Other trading assets 4.5 - -
Loan and advances to B/Fls 46 435,726,548 2169,643,707
Loans and advances to customers 47 47067103,294 46,247417167
Investment securities 48 12,348,523,021 11,699,956,371
Current tax assets 49 74,421,510 63171646
Investment in subsidiaries 4710 - -
Investment in associates 411 669,000,116 652,993,871
Investment property 412 221,884,692 203,964,421
Property and equipment 413 620,262,264 697,305,325
Goodwill and Intangible assets 414 10,594,061 6,067,004
Deferred tax assets 415 - -
Other assets 416 288,664,411 286,029167
Total Assets 67,864,520,235 69,087,597,452
Liabilities

Due to Bank and Financial Institutions 417 424,499,392 638,377,542
Due to Nepal Rastra Bank 418 789,900,000 1,042,300,000
Derivative financial instruments 419 - -
Deposits from customers 4.20 57,594,111,700 58,553113,478
Borrowing 4.21 - -
Current Tax Liabilities 49 - -
Provisions 422 - -
Deferred tax liabilities 415 252,308,667 220,944,658
Other liabilities 423 859,352,895 893,062,791
Debt securities issued 424 1,052,268,479 1,052,390,630
Subordinated Liabilities 425 - -
Total liabilities 60,972,441133 62,400,189,100
Equity

Share capital 426 3,623,678/162 3,518134,138
Share premium - -
Retained earnings 184,366,145 311,636,886
Reserves 427 3,084,034,795 2,857637,329
Total equity attributable to equity holders 6,892,079,102 6,687,408,352
Non-controlling interest - -
Total equity 6,892,079,102 6,687,408,352
Total liabilities and equity 67,864,520,235 69,087,597,452
Contingent liabilities and commitment 428 3,268,451,098 2,297,253,075
Net assets value per share 190.20 190.08

As per our report of even date

Sujan Bhattarai Naresh Singh Bohra Chintamani Bhattarai CA Shyam Karki
Head- Finance Account and Treasury  Chief Executive Officer Chairman Proprietor
Shyam Karki & Co.
Chartered Accountants
Jaya dev Shrestha Keshav ArjunThapa Ganesh Raj Regmi Ram Chandra Sigdel Prajan Pradhan
Director Khatiwada Director Director Director Director
Director

Date: 2082.09.07
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Consolidated Statement of Profit or Loss
For the Period Shrawan 12081to 32nd Ashadh 2082 (16th July 2024 - 16th July 2025)

Particulars
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Lumbini Bikas Bank Ltd.
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Year ended

Figures in NPR

Year ended

32nd Ashad 2082

31st Ashad 2081

Interest income 429 5622,468,221 6,895,264,085
Interest expense 4.30 3,765167174 5140,436,535
Net interest income 1,857,301,048 1,754,827,550
Fee and commission income 4.31 216,549,919 208155475
Fee and commission expense 4.32 10,521,732 11,315,950
Net fee and commission income 206,028,187 196,839,525
Net interest, fee and commission income 2,063,329,235 1,951,667,075
Net trading income 4.33 86,219 27,388
Other operating income 4.34 87007477 85191636
Total operating income 2,150,422,931 2,036,886,099
Impairment charge/(reversal) for loans and other losses 435 778,752,402 235,830,167
Net operating income 1,371,670,529 1,801,055,932
Operating expense

Personnel expenses 4.36 459,193,079 510,166,387
Other operating expenses 437 208,229,742 207,949,898
Depreciation & Amortization 4.38 120,170,252 108,645,260
Operating Profit 584,077,455 974,294,387
Non operating income 4.39 2,096,686 1,710,000
Non operating expense 440 110,122,880 24,246,944
Profit before income tax 476,051,261 951,757,443
Income tax expense 441 234,944,835 408,089,821
Current Tax 239,695,581 405,110,001
Deferred Tax (4,750,746) 2,979,819
Profit for the period 241,106,426 543,667,622
Profit attributable to:

Equity holders of the Bank 241106,426 543667622
Non-controlling interest - -
Profit for the period 241,106,426 543,667,622
Earnings per share

Basic earnings per share 6.65 1545
Basic earnings per share (Restated) 6.65 1545
Diluted earnings per share (Restated) 6.65 1545

Sujan Bhattarai
Head- Finance Account and Treasury

Naresh Singh Bohra
Chief Executive Officer

Jaya dev Shrestha Keshav
Director Khatiwada
Director

Date: 2082.09.07

As per our report of even date

Chintamani Bhattarai
Chairman

ArjunThapa Ganesh Raj Regmi

Director

Director

CA Shyam Karki
Proprietor
Shyam Karki & Co.

Chartered Accountants

Ram Chandra Sigdel
Director
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Consolidated Statement of Cash Flows
For the year ended Shrawan 1st 2081 to 32nd Ashadh 2082 Figures in NPR
Bank
Particulars Year ended Year ended
32nd Ashad 2082 31st Ashad 2081
CASH FLOWS FROM OPERATING ACTIVITIES
Interest received 5587,846,216 6,850,304,768
Fees and other income received 216,549,919 208155475
Divided received 51125,405 15,939,828
Receipts from other operating activities 38,402,398 32,182,936
Interest paid (3765,289,325) (5096,582,448)
Commission and fees paid (10,521732) (11,315,950)
Cash payment to employees (476,296,474) (450,612,051)
Other expense paid (292,622,062) (207.949,898)
Operating cash flows before changes in operating assets and liabilities 1,349,194,347 1,340,122,659
(Increase)/Decrease in operating assets
Due from Nepal Rastra Bank 634,069,689 (1419,999,855)
Placement with bank and financial institutions - -
Other trading assets - -
Loan and advances to bank and financial institutions 1,733951603 7297343
Loans and advances to customers (1,706,499,168) (5079917587
Other assets (2,635,244) (65,470,882)
Increase/(Decrease) in operating liabilities
Due to bank and financial institutions (213,878,150) (325192,324)
Due to Nepal Rastra Bank (252,400,000) 553,625,000
Deposit from customers (959,001,778) 9,421,053,811
Borrowings - -
Other liabilities 68,644,090 (40,625133)
Net cash flow from operating activities before tax paid 651,445,388 4,390,893,032
Income taxes paid (250,945444) (333,377.844)
Net cash flow from operating activities 400,499,943 4,057,515187
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investment securities (778,771,479) (4,880,622107)
Receipts from sale of investment securities 249,729,076 982,946,979
Purchase of property and equipment (43,015,474) (39,354,013)
Receipt from the sale of property and equipment 2,998,883 2435170
Purchase of intangible assets (6,599,900) (3,5097102)
Receipt from the sale of intangible assets - -
Purchase of investment properties (85,077540) (907130,598)
Receipt from the sale of investment properties 67,701,086 92,677989
Interest received 34,622,005 44,959,317
Dividend received - -
Net cash used in investing activities (558,413,343) (3,890,596,358)
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
Dividends paid (140,725,366) (152,226,958)
Interest paid - -
Other receipt/payment - -
Net cash from financing activities (140,725,366) (152,226,958)
Net increase (decrease) in cash and cash equivalents (298,638,766) 14,691,872
Opening Cash and cash equivalents 3,681,441,274 3,666,749,402
Derecognition of Cash and cash equivalent of Subsidiary - -
Effect of exchange rate fluctuations on cash and cash equivalents held - -
Cash and cash equivalents at the end of the period 3,382,802,508 3,681,441,274

Sujan Bhattarai Naresh Singh Bohra

Head- Finance Account and Treasury  Chief Executive Officer Chairman
Jaya dev Shrestha Keshav ArjunThapa Ganesh Raj Regmi Ram Chandra Sigdel
Director Khatiwada Director Director Director
Director

Date: 2082.09.07
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Chartered Accountants

Prajan Pradhan

Director
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Lumbini Bikas Bank Ltd. %

Consolidated Statement of Comprehensive Income
For the Period Shrawan 12081to 32nd Ashadh 2082 (16th July 2024 - 16th July 2025) Figures in NPR

Particulars Year ended Year ended
32nd Ashad 2082 31st Ashad 2081

Profit for the year 241,106,426 543,667,622

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

- Gains/(losses) from Investments in equity instruments 119,524,247 31958116
measured at fair value

- Gains/(losses) on revaluation

- Actuarial gains/(losses) on defined benefit plans 858,272 (1,364,551)
- Income tax relating to above items (36,114,756) (9,178,070)
Net other comprehensive income that will not be reclassified to 84,267,763 21,415,496

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

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

- Income tax relating to above items - -
- Reclassify to profit or loss - -

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

Share of other comprehensive income of associate accounted 16,006,245 57,486,430

as per equity method

Other comprehensive income for the period, net of income tax 100,274,008 78,901,926

Total comprehensive income for the year 341,380,435 622,569,548

Total comprehensive income attributable to:

Equity holders of the Bank 341,380,435 622,568,548

Non-controlling interest - -

Total comprehensive income for the period 341,380,435 622,569,548
Sujan Bhattarai Naresh Singh Bohra Chintamani Bhattarai CA Shyam Karki

Head- Finance Accountand Treasury  Chief Executive Officer Chairman Proprietor

Shyam Karki & Co.
Chartered Accountants

Jaya dev Shrestha Keshav ArjunThapa Ganesh Raj Regmi Ram Chandra Sigdel Prajan Pradhan
Director Khatiwada Director Director Director Director
Director

Date: 2082.09.07
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Lumbini Bikas Bank Ltd. %

Statement of Distributable Profit or Loss

For the Period Shrawan 12081to 32nd Ashadh 2082 (16th July 2024 - 16th July 2025)

(As per NRB Regulation)

Particulars

Current Year

Figures in NPR

Previous Year

Corresponding

Net profit or (loss) as per statement of profit or loss 241106,426 543667622
Appropriations:
a. General reserve 49,024,421 108,733,524
b. Foreign exchange fluctuation fund 82,260 37687
c. Capital redemption reserve 125,000,000 125,000,000
d. Corporate social responsibility fund 496,714 2,024,228
e. Employees' training fund 1,437,680 2,318,987
f. Other - -
g. Investment Adjustment Reserve - -
Profit or (loss) before regulatory adjustment 65,065,350 305,553,196
Regulatory adjustment :
a. Interest receivable (-)/previous accrued interest received (+) 63,587,283 (15,435,893)
b. Short loan loss provision in accounts (-)/reversal (+) - -
c. Short provision for possible losses on investment (-)/reversal (+) - -
d. Short loan loss provision on Non Banking Assets (-)/reversal (+) (8,918,919) 5,218,706
e. Deferred tax assets recognized (-)/ reversal (+) (4,750,746) 2,979,819
f. Goodwill recognised (-)/ impairment of Goodwill (+) - -
g. Bargain purchase gain recognized (-)/reversal (+) - -
h. Actuarial loss recognized (-)/reversal (+) - -
i. Other (+/-) - -
Net Profit for the period end of Ashadh 2082 available for distribution 114,982,968 298,315,829
Opening Retained Earnings 311,636,886 300,860,866
Adjustment (+/-) 4,015,680 -
Distribution
Bonus Share Issued (105,544,024) (135,312,857)
Cash Dividend Paid (140,725,366) (152,226,958)
Total Distributable Profit or Loss as on year end 184,366,145 311,636,886
Annualized Distributable profit/(loss) per share 509 8.86
Sujan Bhattarai Naresh Singh Bohra Chintamani Bhattarai CA Shyam Karki
Head- Finance Account and Treasury  Chief Executive Officer Chairman Proprietor

Jaya dev Shrestha Keshav ArjunThapa Ganesh Raj Regmi Ram Chandra Sigdel
Director Khatiwada Director Director Director
Director

Date: 2082.08.07
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Chartered Accountants

Prajan Pradhan

Director
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1. GENERAL INFORMATION
1.1. Reporting Entity

Lumbini Bikas Bank Limited, (LBBL or 'the development bank’) incorporated as a limited liability company, is a publicly
held banking company engaged in providing a range of banking and financial services including retail banking, wholesale
banking and treasury operations. The development bank is intrinsically governed by the bank and Financial Institutions
Act, 2073 and Companies Act 2063.

The registered office of the development bank is situated at Dillibazar, Kathmandu. The development bank carries
out banking and other financial activities under the license to commence banking operations as a 'B' Class financial
institution from the Nepal Rastra Bank under the Bank and Financial Institutions Act, 2073. The development bank's
shares are listed on Nepal Stock Exchange Limited.

1.2. Associates

The Development Bank holds investment enough in three companies to turn them out as its associates. Muktinath
Capital Limited, Nadep Laghubitta Bittiya Sanstha Limited and Deprosc Laghubitta Bittiya Sanstha Limited are its
associate companies.

A.

Muktinath Capital Limited (Former: Vibor Capital Limited)

Muktinath Capital Limited is a public limited company incorporated in Nepal with the office of company registrar as on
2nd February 2010 and received license from the Securities Board of Nepal on 27th July 2010. The registered office
of the company is at Hattisar Marga , Kathmandu. The main objectives of the company as licensed by the Securities
Board of Nepal are issue manager, underwriter, share registrar, portfolio manager and depository participant etc.

The Development Bank has share ownership of 19.75% in Muktinath Capital Limited along with representation of one
Board of Director from the Bank. Being representation of board of directors with power to participate in policy making
processes, including participation in decision about dividends or other distributions, the Muktinath capital became
assaciate of the development bank.

Nadep Laghubitta Bittiya Sanstha Limited

Nadep Laghubitta Bittiya Sanstha Limited is a public limited company licensed as a "D" Class Financial Institution by
Nepal Rastra Bank. Its registered office is located at Dhading. It has been providing micro loans targeted to members
with low income or deprived sector.

The Development Bank has share ownership of 10% in Nadep Laghubitta Bittya Sanstha Limited along with
representation of one Board of Director from the Bank. Being representation of board of directors with power to
participate in policy making processes, including participation in decision about dividends or other distributions, the
Nadep Laghubitta became associate of the development bank.

Deprosc Laghubitta Bittiya Sanstha Limited

Deprosc Laghubitta Bittiya Sanstha Limited is a public limited company licensed as a "D" Class Financial Institution
by Nepal Rastra Bank. Its registered office is located at Narayangadh, Chitwan. It has been providing micro loans
targeted to members with low income or deprived sector.

The Development Bank has share ownership of 12.76% (After Acquisiiton of Aadarsha Laghubitta Bittiya Sanstha
Limted) in Deprosc Laghubitta Bittiya Sanstha Limited along with representation of one Board of Director from the
Bank. Being representation of board of directors with power to participate in policy making processes, including
participation in decision about dividends or other distributions, the Deprosc Laghubitta became associate of the
development bank.

1.3. Principal Activities
The main activities of the Development bank include providing core banking facilities, agency services, investment and
treasury operations, card services and ecommerce services and facilities through various branches, strategic business

units, extension counters, ATMs and network of agencies.
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2.BASIS OF PREPARATION

The financial statements of the Development Bank have been prepared and presented on accrual basis of accounting in
accordance with Nepal Financial Reporting Standards (NFRS) as published by the Accounting Standards Board (ASB)
Nepal and pronounced by The Institute of Chartered Accountants of Nepal (ICAN).

The financial statements comprise the Statement of Financial Position, Statement of Profit or Loss and Statement of
Other Comprehensive Income shown in a single statement, the Statement of Changes in Equity, the Statement of Cash
Flows and the Notes to the Accounts.

2.1. Statement of Compliance

The financial statements have been prepared in accordance with Nepal Financial Reporting Standards (NFRS) and as
published by the Accounting Standards Board (ASB) Nepal and pronounced by The Institute of Chartered Accountants of
Nepal (ICAN) and in the format issued by Nepal Rastra Bank in Directive No. 4, 20871. The Financial Statements have also
been prepared in accordance with the relevant presentational requirements of the Company (First Amendment) Act, 2063
of Nepal.

These policies have been consistently applied to all the years presented except otherwise stated.

2.2. Reporting Period and Approval of Financial Statements
The Development Bank follows the Nepalese financial year based on the Nepalese calendar. The reporting period of
financial statement is as:

Relevant Financial Statement | English Calendar Date/ Period | Nepali Calendar Date/ Period
Statement of Financial Position (SOFP) 16.07.2025 32.03.2082

Comparative Statement of Financial Position | 15.07.2024 31.03.2081

Reporting Period 16.07.2024-16.07.2025 01.04.2081-32.03.2082
Comparative SOFP 17.07.2023-15.07.2024 01.04.2080-31.03.2081

The financial statements for the year ended on 16 July 2025 (Ashadh 32, 2082) are approved by 514th meeting of
the Board of Directors held on 2082/09/07. The Board of Directors acknowledges the responsibility of preparation
of financial statements of the development bank. The approved financial statements have been recommended for
approval by the shareholders in the 18th.Annual General Meeting of the Development bank.

2.3. Functional and Presentation Currency

The financial statements are presented in Nepalese Rupee (“NPR’) which is also the functional currency as this is
thecurrency of the primary economic environment in which the Development Bank operates and itis the currency in which
the bank records and measures its transactions. All financial information presented in NPR has been rounded to the
nearest rupee except where indicated otherwise.

2.4. Use of Estimates, Assumptions and Judgments

The preparation of financial statements will on occasion requires the use of accounting estimates, which, by definition,
may not be accurate to the actual results. Such accounting estimates and underlying assumptions are evaluated on an
ongoing basis. They are based on experience and other factors, including expectations of

the future events that may have a financial impact and that are believed to be reasonable under the circumstances.
Revision to those are dealt prospectively.

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

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within this financial year primarily includes: -

a) Going Concern Basis

The Board of Directors is not aware of any material uncertainties that may cast significant doubt upon Development
Bank's ability to continue as a going concern and they do not intend to liquidate nor to cease operations of it. Since, the
Development Bank has resources and ability to continue business for the foreseeable future, the Financial Statements are
continued to be prepared on the going concern basis.

Hence it is assumed that the bank has neither the intention, nor the need, to liquidate or curtail materially the scale of its
operations.
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b) Useful life and residual value of property, plant and equipment

Management reviews the useful life and residual values of property, plant and equipment at least once at each
financial year end, and if expectations differs from the previous estimates, the change(s) will be accounted for as
a change in an accounting estimate.

Such lives are dependent upon an assessment of both the technical life of the assets and also their likely economic
life, based on various internal and external factors including relative efficiency and operating costs. Accordingly,
depreciable lives are reviewed annually using the best information available to the Management.

c) Impairment of property plant and equipment
At the end of each reporting period, the Development bank reviews the carrying amounts of its property, plant and
equipment to determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). Recoverable amount is the higher of fair value less costs to sell and value in use.
Value in use is usually determined on the basis of discounted estimated future cash flows. This involves management
estimates on anticipated commadity prices, market demand and supply, economic and regulatory environment, discount
rates and other factors. Any subsequent changes to cash flow due to changes in the above mentioned factors could
impact the carrying value of assets.
Basically, the bank while estimating the value in use of a property, plant and equipment involves the following steps:
a) Estimating the future cash inflows and outflows to be derived from the continuing use of the assets and

from its ultimate disposal; and

b)Applying the appropriate discount rate to those future cash flows.

Fair value less costs to sell is the arm's length sale price of the property plant and equipment between knowledgeable
willing parties less costs of disposal.

The bank doesn't necessarily always determine both the asset’s fair value less costs to sell and its value in use. If either
of these amount exceeds the assets carrying amount, the property, plant and equipment is not impaired and it is not
necessary to estimate the other amount.

d) Contingencies

Inthe normal course of business, bank’s contingencies include contingent liabilities that may arise from litigation and other
claims against the Development Bank. Potential liabilities that are possible but not probable of crystallizing or are very
difficult to quantify reliably are treated as contingent liabilities.

These are possible obligation that arises from past events and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain future events not wholly within the control of the development bank. Such
liabilities are not recognized but disclosed in the notes, unless the possibility of an outflow of resources embodying
economic benefits is remote.

e) Fair value measurements

Fairvalue is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. A fair value measurement takes into account the characteristics
of the asset or liability if market participants would take those characteristics into account when pricing the asset or
liability at the measurement date. It also uses the assumptions that market participants would use when pricing the
asset or liability, assuming that the market participants act in their economic best interest. In determining fair value, the
development bank maximizes the use of relevant observable inputs and minimizes the use of unobservable inputs.

While determining the fair value of an asset or liability (as the case maybe), the bank has assumed that the transaction to
sell the asset or transfer the liability will take place in either:

a) The principal market for the asset or liability; or

b) In the absence of principal market, in the most advantageous market for the asset or liability.

Where the market for a financial instrument is not active, fair value is established using a valuation technique. These
valuation techniques involve a degree of estimation, the extent of which depends on the instrument’s complexity and the
availability of market-based data.

f) Defined benefit plans

The cost of defined benefit plan and other post- employment benefits and the present value of such obligations are
determined using actuarial valuations. An actuarial valuation involves making various assumptions that may differ from
actual development in the future. These include the determination of the discount rate, future salary escalations and
mortality rates etc. Due to the complexities involved in the valuation and its long term nature, a defined benefit obligation
is highly sensitive to changes in these assumptions. All assumptions are reviewed at each reporting date.

The Development Bank provides for defined benefits in the form of gratuity and leave encashment. The liability or asset
recognized in the balance sheet in respect of defined benefit plan is the present value of defined benefit obligations at the
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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.

g) Recognition of deferred tax assets

Significant management judgment is required to determine the amount of deferred tax assets that can be recognized,
based upon the likely timing and the level of future taxable profits together with future tax planning strategies. The
Development Bank based its assumptions and estimates on parameters available when the financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to market
changes or circumstances arising beyond the control of the Development Bank.

Thus, the bank has recognized deferred tax asset only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilized. The bank has also been reviewing carrying amount of deferred tax assets
at the end of each reporting period and such amount is reduced to the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of the asset to be recovered.

2.5. Changes in Accounting Policies
The accounting policies are applied consistently by the Development Bank in all the periods presented in the financial
statements.

Accounting policies are the specific principles, bases, conventions, rules and practices applied by the Development
Bank in preparing and presenting financial statements. The Development Bank is permitted to change an accounting
policy only if the change is required by a standard or interpretation or if it results in providing reliable and more relevant
information about the effects of transactions, other events or conditions on the entity's financial performance, or cash
flows. There are no changes in the accounting policies in the current fiscal year.

The accounting policies are applied consistently to all the periods presented in the standalone and consolidated
financial statements.

2.6. Reporting Pronouncements

The Development Bank has, for the preparation of financial statements, adopted the NFRS pronounced by ASB
(Accounting Standard Board). The NFRS confirm, 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 2082/05/09 has resolved that
Carve-outs (Alternative Treatment) in NFRS with Alternative Treatment and effective period shall be provided to the Banks
and Financial Institutions regulated by NRB on the specific recommendation of Accounting Standard Board (ASB). Details
of carve out provided are as follows.

a. Para 5.4 (Effective Interest Rate: EIR) of NFRS 9: Financial Instrument:

Effective Interest Rate (EIR] is the rate that exactly discounts estimated future cash payments or receipts through the
expected life of financial asset or financial liability to the gross carrying amount of the financial asset or to the amortized
cost of financial liability.

When calculating EIR, an entity shall estimate the expected cash flows by considering all the contractual terms
of the financial instruments but shall not consider the expected credit losses. The calculation includes all fees
and points paid or received between parties to the contract that are an integral part of the effective interest rate,
transaction costs, and all other premiums or discounts, unless it is impracticable to determine reliably between
parties to the contract that are an integral part of the effective interest rate, transaction costs, and all over
premiums or discounts.

There is a presumption that the cash flows and the expected life of a group of similar financial instruments can
be estimated reliably. However, in those rare cases when it is not possible to reliably estimate the cash flows or the
expected life of a financial instrument, the entity shall use the contractual cash flows over the full contractual term
of the financial instrument.

This carve out is optional and is valid till FY 2082.83. Accordingly, the bank has opted this carve out.

b. Para 5.5.7 (Recognition of expected credit losses) of NFRS 9: Financial Instrument:

Anlf an entity has measured the loss allowance for a financial instrument at an amount equal to lifetime expected credit
losses in the previous reporting period, but determines at the current reporting date that paragraph 5.5.3 is no longer met
(i.e, credit risk on that financial instrument has not increased significantly since initial recognition), the entity shall measure
the loss allowance at an amount equal to 12- month expected credit losses at the current reporting date, unless the entity
is bank or other financial. institution registered as per Bank and Financial Institutions Act 2073.

Such entity shall measure loss allowance in line with the Guidance Note issued by respective regulators i.e, Nepal Rastra
Bank in case of. bank or other financial. Institution.
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This carve out is not optional and is valid till FY 2082.83. Accordingly, the bank has opted this carve out.

c. Para 5.5.11 (Determining significant increases in credit risk) of NFRS 9: Financial Instrument:

If reasonable information is available without undue cost or effort, an entity cannot rely solely on past due information
when determining whether credit risk has increased significantly since initial recognition. However, when information that
is more forward looking than past due status is not available without undue cost or effort, an entity may use past due
information to determine whether there have been significant increases in credit risk since initial recognition. Regardless
of the way in which an entity assesses significant increases in credit risk, there is a rebuttable presumption that the
credit risk on a financial asset has increased significantly since initial recognition when contractual payments are more
than 30 days past due. An entity can rebut this presumption if the entity has reasonable and supportable information
that is available without undue cost or effort, that demonstrates that the credit risk has not increased significantly since
initial recognition even though the contractual payments are more than 30 days past due. When an entity determines
that there have been significant increases in credit risk before contractual payments are more than 30 days past due,
the rebuttable presumption does not apply. However, for bank or other financial institution established /licensed by
appropriate government bodies, such presumption cannot be rebutted.

This carve out is not optional and is valid till FY 2082.83. Accordingly, the bank has opted this carve out.

2.7. New Standards in issue but not yet effective

A number of new standards and amendments to the existing standards and interpretations have been issued by IASB
after the pronouncements of NFRS with varying effective dates. Those become applicable when ASB Nepal incorporates
them within NFRS.

2.8. New Standards and interpretation not adopted
The development bank has adopted applicable Nepal Financial Reporting Standards which are effective as on the
date of preparation of this financial statement.

2.9. Discounting

Discounting has been applied where assets and liabilities are non-current and the impact of the discounting is
material. For this purpose, the bank has discounted to present value of all the future cash flow or a series of cash
flows that are to be received/paid in the future.

2.10. Comparative Figures
The Bank has regrouped/ rearranged the previous figures wherever necessary.

2.11.Limitation of NFRS Implementation
Wherever the information is not adequately available, and/or it is impracticable to develop the information, such
exceptions have been noted and disclosed in the respective sections.
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3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently unless otherwise stated:

3.1. Basis of Measurement
These financial statements are prepared under historical cost convention except for certain material items that have
been measured as required by the relevant NFRS as below:

Particulars | Basis of Measurement

Investment Securities held at Fair Value through OCI Fair Value

Employee Defined Benefit Obligation Present value of defined benefit obligation (as calculated by
actuary) less the fair value of the plan asset

Debt securities issued (Debenture) Amortized cost

3.2. Basis of Consolidation

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 acquiree and equity interests issued by the Group in exchange for control of the acquiree. 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 acquiree
either:

at fair value; or

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

c) Subsidiaries

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

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

d) Loss of Control

When the Development Bank loses control of a subsidiary, it derecognizes the assets and liabilities of the former subsidiary
from the consolidated statement of financial position. The Development Bank recognizes any investment retained in the
former subsidiary at its fair value when control is lost and subsequently accounts for it and for any amounts owed by or
to the former subsidiary in accordance with relevant 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.
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e) Special Purpose Entity (SPE)

Special purpose entities (SPEs) are entities that are created to accomplish a 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
fullin preparing the consolidated financial statements.

g) Investment in Associates - Equity Accounting

An associate is an entity over which the Development Bank has significant influences but not control or joint
control. This is generally the case where the Development Bank holds between 20% to 50% of the voting rights
or the Development Bank has power to participate in the financial and operating policy decision of the investee.
The existence of significant influence by an entity is usually evidenced 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.

Aninvestmentin an associate or joint venture is accounted for using the equity method from the date on which the investee
becomes an associate or joint venture. Under the equity method, an investment in an associate is initially recognized in
the consolidated statement of Financial Position at cost and adjusted thereafter to recognize the Group's share of the
profit or loss and other comprehensive income of the associates or joint ventures. When the Group's share of losses of
an associates or joint ventures exceeds the Group's interest in that associate (which includes any long-term interests
that, in substance, form part of the Group’s net investment in the associate), the Group discontinues recognizing its share
of further losses. Additional losses are recognized only to the extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associates or joint ventures.

Explanatory Notes

Development Bank has measured the investment in associates using equity method of accounting in consolidated
statement of financial statements.

Along with the share ownership, Development Bank has representation in Board of Directors with power to participate in
the financial and operating policy decision of the following entities.

Associate
Name of Associates Holding by Share Reserve & Total Net Value-Using
Bank (a) | Capital (b) Surplus(c) | Assets(d=b+c) | Equity Method
(e=d*a)

Deprosc Laghubitta Bittiya
Sanstha ngﬂted. Y 1276% 868,285,696 2,033,510,122 3901795818 497971654
NADEP Laghubitta Bittiya
Sanstha Ltd 10.00% 485760,000 320,970,945 806,730,945 80,673,085
Muktinath Capital Limited
(former Vibor Capital Ltd) 1975% 405,000,000 52,524,050 457424050 90,355,368

Total Value of Associates 669,000,116

For the calculation of the equity value of associates, the value of share capital and reserves & surplus has been taken
based on the latest financial statements (i.e., the quarterly financials as of Ashad end 2082 for Deprosc Laghubitta Bittiya
Sanstha Limited and NADEP Laghubitta Bittiya Sanstha Limited, as the audited financial statements were not available
at the time of approval of these financial statements. For Muktinath Capital Limited, the audited reserves & surplus as of
Ashad end 2082 have been used.

The movement in reserves arising from Development Bank investment in associates for the year ended Ashad 2082
represents the share of post-acquisition changes in the net assets of those associates, accounted for under the equity
method.
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Details of changes in reserves from associates is presented below:

Associates | Opening | Closing | Change
Deprosc 425615156 451,486,486 25871330
NADEP 59,292,548 48,673,095 (10,619,453)
MuktinathCapitalLimited 9,601,000 10,355,368 754,368
Total 494,508,703 510,514,948 16,006,245

The share of reserves from Deprosc Laghubitta Bittiya Samstha Ltd. increased by Rs. 25,871,330 during the year. Reserves
from NADEP Laghubitta Bittiya Samstha Ltd is decreased by 10,619,453. In case of Muktinath Capital Limited, the share
of reserves increased by Rs. 754,368.

3.3. Cash & Cash Equivalent

Cash and cash equivalent comprises cash in hand, balances with bank and financial institutions, money at call and short
notice, and highly liquid financial assets with original maturities of three months or less from the acquisition date with
insignificant risk of changes in their value which are held by the Development Bank to meet short term cash commitments.
Cash and cash equivalents are measured at amortized cost in the Statement of Financial Position.

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

3.4. Financial Assets and Financial Liabilities

3.4.1 Recognition

Financial assets and financial liabilities are recognized when the Development Bank becomes a party to the contract
embodying the related financial instruments. All financial assets, financial liabilities and financial guarantee contracts are
initially measured at transaction cost and where such values are different from the fair value, at fair value. Transaction
costs that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit and loss) are added to or deducted from the fair value measured on
initial recognition of financial asset or financial liability. Transaction costs directly attributable to the acquisition of financial
assets and financial liabilities measured at fair value through profit and loss are immediately recognized in the statement
of profit and loss.

The Development Bank initially recognizes loans and advances, deposits and debt securities issued on the date that
they are originated which is the date that the Development Bank becomes party to the contractual provisions of the
instruments. Investments in equity instruments, bonds, debenture, Government securities, NRB bond or deposit auction,
and reverse repos are recognized on date at which the Development Bank commits to purchase/ acquire the financial
assets.

3.4.2 Classification

A. Financial Assets

i. Financial assets 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 asset in order to
collect contractual cash flows
The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest (SPPI) on the principal amount outstanding

Business model assessment

The development bank determines its business model at the level that best reflects how it manages groups of

financial assets to achieve its business objective:

+ 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.
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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 judgement 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.

ii. Financial assets at fair value through other comprehensive income
The development bank classifies debt instruments at FVOCI when both of the following conditions are met:

- Theinstrumentis held within a business model, the objective of which is achieved by both collecting contractual
cash flows and selling financial assets

- The contractual terms of the financial asset meet the SPPI test

FVOCI debtinstruments are subsequently measured at fair value with gains and losses arising due to changes in fair
value recognized in OCI. Interest income and foreign exchange gains and losses are recognized in profit or loss in the
same manner as for financial assets measured at amortized cost.

iii. Financial assets at fair value through profit or loss

Financial assets in this category have been either designated by management upon initial recognition or are

mandatorily required to be measured at fair value under NFRS 9. Management only designates an instrument

at FVPL upon initial recognition when one of the following criteria are met. Such designation is determined on an

instrument-by-instrument basis:

The designation eliminates, or significantly reduces, the inconsistent treatment that would otherwise arise from

measuring the assets or liabilities or recognizing gains or losses on them on a different basis; or

- Theliabilitiesare partofagroup of financial liabilities, which are managed and their performance evaluated ona
fair value basis, in accordance with a documented risk management or investment strategy; or

- Theliabilities containone ormore embeddedderivatives, unless they do notsignificantly modify the cashflows
thatwould otherwise be required by the contract, oritis clearwithlittle orno analysiswhenasimilarinstrument
is first considered that separation of the embedded derivative(s) is prohibited.

Financial assets and financial liabilities at FVPL are recorded in the statement of financial position at fair value.
Changes in fair value are recorded in profit and loss. Interest earned or incurred on instruments designated
at FVPL is accrued in interest income or interest expense, respectively, using the EIR, taking into account any
discount/ premium and qualifying transaction costs being an integral part of instrument. Interest earned on assets
mandatorily required to be measured at FVPL is recorded using the contractual interest rate. Dividend income from
equity instruments measured at FVPL is recorded in profit or loss as other operating income when the right to the
payment has been established.

B. Financial Liabilities

i. Financial liabilities at fair value through profit or loss
Financial liabilities are classified as fair value through profit or loss if they are held for trading or are designated
at fair value through profit or loss. Upon initial recognition, transaction costs, directly attributable to the
acquisition, are recognized in Statement of Profit or Loss as incurred. Subsequent changes in fair value is
recognized at the statement of profit or loss.

ii. Financial liabilities measured at amortized cost
Financial liabilities other than those measured at fair value though profit or loss are classified and measured at
amortized cost using effective interest rate method.

Amortized cost of financial liability is the amount at which the liability was measured upon initial recognition,
minus principal repayments, plus or minus the cumulative amortization of any premium or discount, and minus
any write-down.

Explanatory Notes

The bank has issued debenture namely ‘LBBL DEBNTURE 2089 with 10-Years maturity of NPR One Billion
(1,000,000 units of Rs 1,000 each) at the coupon rate of Interest Rate on 11% P.a (with half yearly interest payment)
as an element of Tier Il Supplementary Capital fund after approval from Nepal Rastra Bank and other regulatory
bodies during the year.

The debenture is a financial liability for the bank and is measured at amortized cost as the intention of bank during
issuance of Debenture is to hold the instrument till its maturity. The bank has set aside Rs 12.50 crore per year
starting from fiscal year 2080.871 for debenture redemption reserve fund as required.

So, the bank has set aside Rs 12.50 crore for the reporting period.
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3.4.3 Measurement

Allfinancial 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. Transaction costs that are directly attributable to the acquisition or
issue of financial assets and financial liabilities (other than financial assets and financial liabilities at fair value through profit
and loss) are added to or deducted from the fair value measured on initial recognition of financial asset or financial liability.
Transaction costs directly attributable to the acquisition of financial assets and financial liabilities at fair value through profit
and loss are immediately recognized in the statement of profit and loss.

Financial assets and liabilities designated at fair value through profit or loss are subsequently measured at fair value with
changes recognized at Statement of profit or loss whereas it is recognized at Statement of Other Comprehensive Income
for those financial instruments designated at fair value through other comprehensive income.

The amortized cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is
measured at initial recognition minus principal repayments, plus or minus the cumulative amortization using the effective
interest method of any difference between that initial amount and the maturity amount, and minus any reduction for
impairment or uncollectibility. The effective interest rate is the rate that exactly discounts future cash receipts or
payments through the expected life of the financial instrument, or where appropriate, a shorter period.

3.4.4 De-recognition of Financial Assets and Liabilities

Afinancial 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:

+ Ithas 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.

Atransfer 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

A financial liability is de-recognized when the obligation under the liability is discharged, cancelled or expires. Where an
existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an
existing liability are substantially modified, such an exchange or modification is treated as a de-recognition of the original
liability and the recognition of a new liability. The difference between the carrying value of the original financial liability and
the consideration paid is recognized in profit or loss.

3.4.5 Determination of Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair value measurement is based on the presumption that the transaction
to sell the asset or transfer the liability takes place either:

i) In the principal market for the asset or liability, or

ii) In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible by the Development Bank. The fair value of an asset
or 3 liability is measured using the assumptions that market participants would use when pricing the asset or liability,
assuming that market participants act in their economic best interest.

Afair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by selling it to another market participant that would use the
asset in its highest and best use.

The Development Bank uses valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorized within the
fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement
as a whole:

Level 1— Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable
Level 3 — Valuation techniques for which the lowest level input that is significant to the fair value measurement is
unobservable
The Development Bank has determined the fair value of Investment in Equity by considering the active market price of
equity share in case of quoted investment and net assets value of respective companies for unquoted investment.
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In case of promoters share, the fair value has been derived as half of the current market price of the general public share
as on that date.

For the purpose of fair value disclosures, the Development Bank has determined classes of assets and liabilities on the
basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained
above.

3.4.6 Impairment

At each reporting date, the Development Bank assesses whether there is any indication that an asset may have been
impaired. If such indication exists, the recoverable amount is determined. A financial asset or a group of financial assets is
impaired and impairment losses are incurred if, and only if, there is objective evidence of impairment as a result of one or
more events occurring after the initial recognition of the asset (a loss event), and that loss event (or events) has an impact
on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated.

The Development Bank considers the following factors in assessing objective evidence of impairment:
Whether the counterparty is in default of principal or interest payments.
When a counterparty files for bankruptcy and this would avoid or delay discharge of its obligation.
Where the Development Bank initiates legal recourse of recovery in respect of a credit obligation of the
counterpart.
Where the Development Bank consents to a restructuring of the obligation, resulting in a diminished financial
obligation, demonstrated by a material forgiveness of debt or postponement of scheduled payments.
Where there is observable data indicating that there is 8 measurable decrease in the estimated future cash flows
of a group of financial assets, although the decrease cannot yet be identified with specific individual financial assets.

The Development Bank considers evidence of impairment for loans and advances and held-to-maturity investment
securities at both specific and collective level. All individually significant loans and advances and held-to-maturity
investment securities are assessed for specificimpairment. Those not found to be specifically impaired are then collectively
assessed for any impairment that has been incurred but not yet identified.

Loans and advances and held-to-maturity investment securities that are not individually significant are collectively
assessed for impairment by grouping together loans and advances and held-to-maturity investment securities with
similar risk characteristics. Impairment test is done on annual basis for trade receivables and other financial assets based
on the internal and external indication observed.

In assessing collective impairment, the Development Bank uses historic trends of the probability of default, the timing
of recoveries and the amount of loss incurred, adjusted for management's judgment as to whether current economic
and credit conditions are such that the actual losses are likely to be greater or less than suggested by historical trends.
Default rates, loss rates and the expected timing of future recoveries are regularly benchmarked against actual outcomes
to ensure that they remain appropriate.

Financial assets carried at amortized cost such as amounts due from Banks, loans and advances to customers as well as
held-to maturity investments is impaired, and impairment losses are recognized, only if there is objective evidence as a
result of one or more events that occurred after the initial recognition of the asset. The amount of the loss is measured as
the difference between the asset's carrying amount and the deemed recoverable value of loan.

Individually assessed loans and advances
Loans and advances to customers with significant value (covering at least 50% of Total Non-Performing Loans as per
Nepal Rastra Bank Directive) are assessed for individual impairment test. The recoverable value of loan is estimated on
the basis of realizable value of collateral and the conduct of the borrower/past experience of the Development Bank.
Loans that are determined to be individually significant based on the above and other relevant factors are individually
assessed for impairment except when volumes of defaults and losses are sufficient to justify treatment under collective
methodology. For these loans, development bank considers on a case-by-case basis whether that loan is objectively
impaired. These criterions are summed as:
+ Significant Financial Difficulties of the borrower such as significantly adverse ratios and adverse future outlook

Adverse statutory indicators

Default or delinquency in interest or principal payments

Breach of contract

Downfall of quality of collateral

Impairment losses are calculated by comparing the discounted expected future value of the cash flow from the loan at
original effective interest rate with the carrying value.

Collectively Assessed loans and advances
Collective impairment on loans and advances are carried out to cover losses, which have been incurred but have not yet
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been identified on loans subject to individual assessment or for homogeneous groups of loans that are not considered
significant individually. Also, assets that are individually assessed and for which no impairment exists are grouped with
financial assets with similar credit risk characteristics and collectively assessed for impairment. The credit risk statistics
for each group of the loan and advances are determined by management prudently being based on the past experience.
For the collective assessment of impairment of loan, the Development Bank has categorized on the basis of following
product.

1. Home Loan

2. Vehicle Loan

3. Personal Loan

4. Short Term Loan

5. Long Term Loan

Loan Loss Provision as per Nepal Rastra Bank

Loan loss provisions in respect of non-performing loans and advances are based on management's assessment of the
degree of impairment of the loans and advances, subject to the minimum provisioning level prescribed in relevant NRB
guidelines. Provision is made for possible losses on loans and advances including bills purchased at 1% to 100% on the
basis of classification of loans and advances, overdraft and bills purchased in accordance with NRB directives.

Guidance on ECL method used by the bank:

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 instrument. A cash shortfall is the difference between cash flows that are due to an entity in
accordance with the contract and cash flows that the entity expects to receive. (NFRS 9).

Bank has followed the Expected Credit Loss Related Guidelines, 2024 issued by NRB, within the
requirement of NFRS-9.

The Bank recognizes a loss allowance for expected credit losses on a financial asset. At each reporting date, the bank
measures the loss allowance for a financial instrument at an amount equal to the lifetime expected credit losses if the
credit risk on that financial instrument has increased significantly since initial recognition. If, at the reporting date, the credit
risk on a financial instrument has not increased significantly since initial recognition, bank measures the loss allowance of
that financial instrument at an amount equal to 12-month expected credit losses.

12 month expected credit losses:

Twelve month expected credit losses is the portion of lifetime expected credit losses that represent the expected credit
losses that result from default events on a financial instrument that are possible within 12 months after reporting date. A
nil allowance is rare as ECL estimates are probability weighted amount (BCBS).

Bank has recognized the Twelve month expected credit losses for financial instruments with low credit risk or no significant
change in credit risk since initial recognition, at the reporting date.

Lifetime Expected Credit Losses

Lifetime Expected Credit Losses are the expected credit losses that result from all possible default events over the
expected life of a financial instrument. It is the change in risk of default rather than change in amount of expected credit
losses that is of concern for assessment of changes in credit risk (before consideration of effects of credit risk mitigants
such as collateral or guarantees).

Lifetime expected credit losses are to be recognized by bank for those financial instruments with significant increase
in credit risk since initial recognition, whether assessed on individual or collective basis, considering all reasonable and
supportable information, including that which is forward looking.

In the case of modified/restructured/renegotiated exposures, the assessment of increase in credit risk by comparing risk
of default occurring at the reporting date based on modified contractual terms with risk of default occurring upon initial
recognition based on original, unmodified contractual terms. Bank should not move back to 12 month ECL unless there is
sufficient evidence.

For purchased or originated credit impaired financial assets, only cumulative changes in lifetime expected credit losses
since initial recognition are recognized.

ECL Model Validation and Governance
According to Section 13 of NFRS-S Expected Credit Loss Related Guidelines 2024 issued by Nepal Rastra Bank, Bank's a
sound model validation framework include, but not be limited to, the following elements:
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a) Assignment of clear roles and responsibilities for model validation:

b) Review of model inputs, model design and model outputs:

c) Comprehensive documentation has been maintained, detailing the methodologies applied in validating

d) Anindependent review of the model validation framewaork should be undertaken by qualified parties such as the Internal
Audit function or external experts to assess the overall effectiveness of the validation process.

ECL Model Parameters used by Bank: PD, LGD, and EAD

The Bank's ECL framework relies on three key parameters:

a. Probability of Default (PD): Likelihood that a borrower will default over the next 12 months (Stage 1) or over the
lifetime (Stages 2 & 3).

b. Loss Given Default (LGD): Expected loss upon default after considering recoveries and collateral.

c. Exposure at Default (EAD): Estimated exposure at the time of default, including drawn and undrawn portions
of the loan.

Probability of Default (PD)

The Probability of Default (PD) represents the likelihood that a borrower will fail to meet their debt obligations within a
specified time horizon, typically one year. PD can be estimated using historical default data, statistical models, or credit
ratings, and it reflects the inherent riskiness of a counterparty. Accurate PD estimation requires analyzing past default
patterns, borrower characteristics, and macroeconomic factors, ensuring the model aligns with observed economic
behaviors and regulatory expectations.

Loss Given Default (LGD)

Loss Given Default (LGD) is the portion of an exposure that a lender loses when a borrower defaults, after accounting for
any recoveries. It is typically expressed as a percentage of the Exposure at Default (EAD):

LGD=1-Recovery Rate

LGD reflects factors such as collateral value, recovery costs, seniority of debt, and the time to recover funds. It can be
estimated using historical recovery data, adjusted for macroeconomic conditions to reflect Point-in-Time (PIT) or Through-
the-Cycle (TTC) estimates, depending on regulatory or accounting requirements. The collateral values are taken after the
considering the realization cost and Haircuts as specified by the Nepal Rastra Bank.

Exposure at Default (EAD)

Exposure at Default (EAD) represents the total amount a bank is exposed to at the time a borrower defaults, including both
the outstanding drawn balances and potential undrawn commitments that the borrower may utilize before default, often
adjusted using a Credit Conversion Factor (CCF).

EAD for Term Loans

For amortizing loans, EAD is projected based on:
Outstanding principal balances at reporting date
Accrued interest at reporting date

EAD for Revolving Loans
For revolving facilities, the EAD is projected based on:
Outstanding balance at reporting date
Accrued interest at reporting date
Draw down additional amount

Keg summary related to model parameters, PD and LGD of the bank related to ECL are as follows:
Historical data has been used for PD calibration.
LGD is calculated using plateau model.
For LGD recoveries either from cash flows or collateral value are considered. Plateau analysis is used to
calculate LGD. Further realization costs and haircuts are considered in case of recovery of default.
For EAD calculations Credit Conversion Factor (CCF) are considered.
Manual adjustments are not made in the calculations.
Expanded historical data are used, NRB floors are consistently applied, and integrated EAD are fully used.

Staging & Significant Increase in Credit Risk (SICR] Criteria, followed by Bank:

According to NFRS 9, all financial assets are classified into three stages based on credit risk:
Stage 1: Performing assets with no significant increase in credit risk since initial recognition.
Stage2:  Assets with a significant increase in credit risk (SICR), but not credit- impaired.
Stage 3:  Credit-impaired assets.

The Bank's staging methodology across all portfolio, and off-balance sheet exposures is broadly based on Quantitative
criteria, Qualitative Criteria and Portfolio coverage with the criteria set by the NFRS-S.

The bank has broadly aligned with the requirement of NRB ECL Guidelines and NFRS S requirement with rooms for
improvement to adopt the best practice relating to staging and SICR. A summary of the Staging & Significant Increase in
Credit Risk (SICR) Criteria is presented below:
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Particulars Bank'’s Practice | NRB Expectation / NFRS 9

Stage 1 Criteria Stage 1as per DPD criteria and NRB Must monitor SICR using multiple
classification and Loan class basis as | indicators
prescribed.

Stage 2 Criteria Stage 2 as per DPD criteria and NRB Consider Quantitative + qualitative
classification and Loan class basis as | indicators
prescribed.

Stage 3 Criteria As prescribed in NRB ECL Guidelines Credit-impaired, defaults

recognized
Off- Balance Sheet Exposure | As prescribed in NRB ECL Guidelines Integrated into ECL calculations

Keg Summary for the staging and SICR of the bank related to the ECL are:
Staging is done on the basis of Days past due basis.
Quantitative triggers are: maximum stage level among DPD days criteria, Loan class criteria and NRB
classification criteria. However qualitative SICR indicators are used as prescribed in ECL Guidelines,
2024 issued by NRB.
Staging and SICR methodologies are applied as per ECL Guidelines, 2024 issued by NRB.

Policy

CAs per the Carve out notice issued by ICAN, the Development Bank has measured impairment loss on loans and
advances as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and
amount determined as per Nepal Financial Reporting Standards.

Reversal of impairment

If the amount of an impairment loss decreases in a subsequent period, the decrease can be related objectively to an event
occurring after the impairment was recognized, the excess is written back by reducing the loan impairment allowances
accordingly. The write back is recognized in the Statement of Profit and Loss.

Write off of loans and advances

Loans (and the related impairment allowance accounts) are normally written off, either partially or in full, when there is no
realistic prospect of recovery. When loans are secured, this is generally after receipt of any proceeds from realization of
security. In circumstances where the net realizable value of any collateral has been determined and there is no reasonable
expectation of further recovery, write off may be earlier.

3.5. Trading Assets

Trading Assets are those assets that the Development Bank acquires principally for the purpose of selling in the short
term, or holds as part of a portfolio that is managed together for short term profit. These assets are initially measured at
cost and subsequently at fair value with changes in profit or loss under "Net Trading Income". Any transaction cost incurred
are directly recognized in profit or loss.

3.6.Derivative Assets and Derivative Liabilities

A derivative is a financial instrument whose value changes in response to the change in an underlying variable such
as an interest rate, commodity or security price, or index; and that is settled at a future date. Derivatives held for risk
management purposes include all derivative assets and liabilities that are not classified as trading assets or liabilities.
Derivatives held for risk management purposes are measured at fair value in the statement of financial position.

3.7. Property and Equipment

A. Recognition and Measurement

Recognition

Property, plant and equipment are tangible items that are held for use in the production or supply of services, for rental to
others or for administrative purposes and are expected to be used during more than one period. They are stated at cost
less accumulated depreciation as adjusted for impairment, if any.

- it is probable that future economic benefits associated with the item will flow to the entity; and
- the cost of the item can be measured reliably.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets

includes the following:

- the cost of materials and direct labor;

- any other costs directly attributable to bringing the assets to a working condition for their intended use;

- when the Development Bank has an obligation to remove the asset or restore the site, an estimate of the
costs of dismantling and removing the items and restoring the site on which they are located; and

- Capitalized borrowing costs.
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Measurement

Freehold land is carried at historical cost and is not depreciated. All other items of property, plant and
equipment other than Right of Use (ROU) assets (recognized under NFRS 16-Leases] are stated at
historical cost less accumulated depreciation and accumulated impairment losses, if any. Historical cost
includes  expenditure  that is  directly attributable to  the  acquisition of the items.
For right-of-use (ROU) assets under NFRS-16, the bank has elected to present the amount as part of
property, plant and equipment under the head Equipment & Others Assets initially at the amount of lease
liability plus any initial direct costs incurred by the bank. Subsequently, the bank measures the right of use
assets at initial amount less accumulated depreciation and accumulated impairment losses, if any and
adjusted for any re-measurement of the lease liability.

Explanatory Notes

The bank recognized the right of use asset with the gross amount of Rs 556,736,900 and accumulated depreciation of Rs
234,905,810 [net value: Rs 321,831,090) as of Ashad End 2082. Same has been presented under equipment and others
in annexure 413

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

The Development Bank identifies and determines cost of each component/ part of the asset separately,
if the component/ part has a cost which is significant to the total cost of the asset having useful life
that is materially different from that of the remaining asset. These components are depreciated over
their useful lives; the remaining asset is depreciated over the life of the principal asset

. Assets in the course of construction are capitalized in the assets under capital work in progress account

(CWIP). At the point when an asset starts operating at management's intended use, the cost of
construction is transferred to the appropriate category of property, plant and equipment and
depreciation commences.

The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year end and adjusted prospectively, if appropriate.

. Depreciation

Depreciation is recognized so as to write off the cost of assets (other than freehold land and properties
under construction) less their residual values over their useful lives, using the straight line basis.
Depreciation is provided on the straight line method based on the estimated useful lives of the assets
determined by the management. Depreciation on additions to fixed assets is charged on pro-rata basis
in the year of purchase. The useful life of the assets and the corresponding rates at which the assets are
depreciated are as follows:

Category of Asset Estimated useful life

Office Equipment S years

Furniture Fixture and Fitting 5 years

Vehicle S years

Computer, Printer and Accessories S years

ATM Machine 7 years

Freehold Premises 50 years

Leasehold Assets Earlier of 10 years or Lease Tenure
Right of Use Assets (Lease) As per Lease Tenure

Depreciation on Right of Use Assets are determined as per NFRS-16- leases and recognized
under depreciation of Property Plant and Equipment.

iv. Assets value less than NPR 5,000/- per unit is charged to the profit and loss account

irrespective of their useful life in the year of purchase.

C. Changes in Estimates
The asset's methods of depreciation are reviewed, adjusted if appropriate, at each financial year end and treated as change
in the accounting estimates.

D. Capital Work in Progress

These are expenses of capital nature directly incurred in the construction of buildings, major property and equipment and
system development, awaiting capitalization. Capital work-in-progress would be transferred to the relevant asset when
it is available for use, i.e. when it is in the location and condition necessary for it to be capable of operating in the manner
intended by management. Capital work-in-progress is stated at cost less any accumulated impairment losses.
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E. Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalized as part of the cost of an asset. All other
borrowing costs are expensed in the period in which they occur. Borrowing costs consist of interest and other costs that
the Development bank incurs in connection with the borrowing of funds.

F. Derecognition

An item of property, plant and equipment and any significant part initially recognized is derecognized upon disposal or
when no future economic benefits are expected from its use or disposal. Any gain or loss arising on de-recognition of the
asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in the statement of profit and loss when the asset is derecognized.

3.8. Goodwill/Intangible Assets

Goodwill is the residual of the cost of acquisition over the fair value of the identifiable net assets acquired. It is assessed for
impairment atthe end of each reporting period. Itis measured at cost less accumulated impairment losses. Intangible assets
with finite useful lives that are acquired separately are carried at cost less accumulated amortization and accumulated
impairment losses. Intangible assets with indefinite useful lives are carried at cost less accumulated impairment losses.
These are reviewed for impairment at end of each reporting period.

Computer Software & Licenses

Cost of purchased licenses and all computer software costs incurred, licensed for use by the Development bank, which are
not integrally related to associated hardware, which can be clearly identified, reliably measured, and it's probable that they
will lead to future economic benefits, are included in the Statement of Financial Position under the category ‘Intangible
assets’ and carried at cost less accumulated amortization and any accumulated impairment losses.

Subsequent Expenditure

Expenditure incurred on software is capitalized only when it is probable that this expenditure will enable the asset to
generate future economic benefits in excess of its originally assessed standard of performance and this expenditure can
be measured and attributed to the asset reliably. All other expenditure is expensed as incurred.

Goodwill is measured at cost less accumulated impairment losses.

Amortization of Intangible Assets

Intangible Assets, except for goodwill, are amortized on a straight-line basis in the Statement of Profit or Loss from the
date when the asset is available for use, over the best of its useful economic life based on a pattern in which the asset’s
economic benefits are consumed by the bank. Amortization methods, useful lives, residual values are reviewed at each
financial year end and adjusted if appropriate. The Development bank estimated as 5 years from the date of acquisition
and assumes that there is no residual value for its intangible assets.

De-recognition of Intangible Assets

The carrying amount of an item of intangible asset is derecognized on disposal or when no future economic benefits are
expected from its use. The gain or loss arising on de recognition of an item of intangible assets is included in the Statement
of Profit or Loss when the item is derecognized.

3.9. Accounting for Government Grants and Disclosure of Government Assistance

Government grants is recognized in profit or loss on a systematic basis over the periods in which the entity recognizes as
expenses the related costs for which the grants are intended to compensate. Income approach is followed in recording
grant income. Government grants related to the assets including non-monetary grants at fair value is presented in the
statement of financial position by setting up Deferred Grant Income. Grants related to income are presented as part of
profit or loss under other income.

The development bank has not received any government grant or assistance during the fiscal year 2081.82.

3.10. Investment Property

An investment 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.
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3.11. Non-Current Assets-Held for sale:

Non-current assets (such as property) and disposal groups (including both the assets and liabilities of the disposal groups)
are classified as held for sale and measured at the lower of their carrying amount and fair value less cost to sell when:

(i) their carrying amount will be recovered principally through sale;

(i) they are available-for-sale in their present condition; and

(iii) their sale is highly probable.

Immediately before the initial classification as held for sale, the carrying amount of the assets (or assets and liabilities in a
disposal group) are measured in accordance with the applicable accounting policies described above.

3.12. Income Tax

Income tax on the profit or loss for the year comprises current taxes and deferred taxes. Income tax is recognized in the
profit or loss statement except to the extent that it relates to items recognized directly to equity or other comprehensive
income.

a) Current Tax
Current tax is the expected tax payable on the taxable income for the year using tax rates at the balance sheet date and
any adjustment to tax payable in respect of previous years.

Income tax rates applicable to the Development Bank: 30%

b) Deferred Tax

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred income tax is determined using tax
rate applicable to the Development Bank as at the reporting date which is expected to apply when the related deferred
income tax asset is realized or the deferred income tax liability is settled.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available against
which the asset can be utilized. The carrying amount of deferred tax assets is reviewed at the end of each reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of
the asset to be recovered.

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

3.13. Deposit, debt securities issued and subordinated liabilities
Deposits include non-interest bearing deposits, saving deposits, term deposits, call deposits and margin deposits. The
Development Bank presents the deposits held from customers and bank and financial institutions at amortized cost.

These transactions are recorded on the Development Bank's books, and the resulting balance is recorded as a liability
for the Development Bank and represents the amount owed by the Development Bank to the customers. Subordinated
liabilities are those liabilities which at the event of winding up are subordinate to the claims of depositors, debt securities
issued and other creditors. The Development Bank does not have any of such subordinated liabilities and has not issued
any debt security in the reporting period.

3.14. Provisions, contingent liability and contingent Assets

i. Provisions are recognized when the Development Bank has a present obligation (legal or constructive) as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the
obligation and a reliable estimate can be made of the amount of the obligation.

ii. When the Development Bank expects some or all of a provision to be reimbursed, for example, under an insurance
contract, the reimbursement is recognized as a separate asset, but only when the reimbursement is virtually certain.

iii. The expense relating to a provision is presented in the statement of profit and loss net off any reimbursement.

iv. If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects,
when appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due to the
passage of time is recognized as a finance cost.

v. A provision for onerous contracts is recognized when the expected benefits to be derived by the Development Bank
from a contract are lower than the unavoidable cost of meeting its obligations under the contract. The provision is
measured at 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 Development Bank recognizes any impairment
loss on the assets associated with that contract.
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vi. A contingent liability is a possible obligation that arises from past events whose existence will be confirmed by the
occurrence or non-occurrence of one or more uncertain future events beyond the control of the Development Bank or
a present obligation that is not recognized because it is not probable that an outflow of resources will be required
to settle the obligation. A contingent liability also arises in extremely rare cases where there is a liability that cannot be
recognized because it cannot be measured reliably. The Development Bank does not recognize a contingent liability but
discloses its existence in the standalone financial statements.

vii. A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the
occurrence or non-occurrence of one or maore uncertain future events not wholly within the control of the entity.

viii. Commitments include the amount of purchase order (net of advances) issued to parties for completion of assets.

ix. Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting period.

3.15. Revenue Recognition

Revenue is the gross inflow of economic benefits during the period arising in the course of the ordinary activities of
an entity when those inflows result in increases in equity, other than increases relating to contributions from equity
participants. It is measured at the fair value of the consideration received or receivable. Revenue is recognized to the
extent that it is probable that economic benefit will flow to the entity and that the revenue can be measured reliably.

Revenue is not recognized during the period in which its recoverability of income is not probable. The Development Bank's
revenue comprises of interest income, fees and commission, foreign exchange income, cards income, remittance income
etc. and the bases of incomes recognition are as follows:

3.14.1 Interest Income

Interest income from a financial asset is recognized when it is probable that the economic benefits will flow to the
Development Bank and the amount of income can be measured reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset to that asset's net carrying amount on
initial recognition.

The Development Bank has applied carve out under Para 9 of NAS 39 and has not incorporated all the fees and points paid
or received under contractual terms of financial instrument in the calculation of the effective interest rate to recognize the
interestincome. Hence, such fees have been directly recognized under Profit or Loss under "Fee and Commission Income”

3.14.2 Fee and Commission Income
Fee and commission earned for the provision of services over a period of time are recognized income in cash basis at the
time of execution of such services.

3.14.3Dividend Income

Dividend income (net of withholding taxes) from investments is recognized when the shareholder’s right to receive payment
has been established (provided that it is probable that the economic benefits will flow to the development bank and the
amount of income can be measured reliably).
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3.14.4 Net Trading Income
It comprises gain or loss on trading assets, interest or dividend income on trading assets and gains or losses arising under
settlement of foreign currency transactions.

3.14.5 Net Income from Other Financial Instrument at Fair Value Through Profit or Loss
It includes changes in fair value of Financial Instruments designated at fair value through profit or loss.

3.16. Interest Expenses

Interest Expenses include interest on deposits from customers, deposits from Banks and financial institutions and other
interest bearing financial liabilities. Interest expense is recognized in the profit or loss using effective interest rate for all
the financial liabilities measured at amortized cost. Finance charges from lease liability has also presented under interest
expenses.

3.17. 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 reporting period in which employee rendered the related services.

- Wages, salaries and Social Security contribution

- Paid annual leave and paid sick leave

- Profit Sharing and Bonuses

- Non Monitory Benefits for current employees

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

b. Post-Employment Benefits Plan
Post- employment benefits plan of the Development Bank includes the following:

A. 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.

B. 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.

. 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.

. 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
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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. 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. Other long-term employment benefits.

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

i. 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.

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

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

- Interest expenses

- 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.

3.18. Lease

Identifying a lease

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

The development bank has applied accounting for lease component with the true spirit of NFRS 16 which states that a
lessee (bank] has the right to direct the use of an identified asset if either:

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. Right of use asset

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
con

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.
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b. Lease Liability

The development bank measures lease liability initially at the present value of the future 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. The lease term (using a revised discount rate);

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

ii. 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.

3.19. Foreign Currency Translation
The functional currency of the Development Bank is determined on the basis of the primary economic environment in
which it operates which is Nepalese Rupee (NPR).

Initially transactions in currencies other than the entity’s functional currency (foreign currencies) are recognized at the
rates of exchange prevailing at the dates of the transactions. At the end of each reporting period, monetary assets and
liabilities are denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when
the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are
not retranslated. Exchange differences on monetary items are recognized in Statement of Profit and Loss in the period in
which they arise.

3.20. Financial Guarantee and Loan Commitments

Financial guarantees are contracts that require the Development Bank to make specified payments to reimburse the
holder for a loss it incurs because a specified debtor fails to make payment when due in accordance with the terms of a
debt instrument. Loan commitments are firm commitments to provide credit under pre-specified terms and conditions.

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 these financial statement as commitments.

3.21. Share Capital and Reserves

Equity is the residual interest in the total assets of an entity after deducting all the liabilities. Incremental costs directly
attributable to the issue of an equity instrument are deducted from the initial measurement of the equity instruments
considering the tax benefits achieved thereon. The share capital of the Development Bank includes the equity share
capital with 51.01 % of Promoter and 48.99 % 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.

Regulatory Reserve against the uncollected interest income from loan customers has been created after netting off
income tax and staff bonus provision for the purpose.

3.22. 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 yearis 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
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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.

3.23. Segment Reporting

Operating segment are those components of an entity that engages in business activities which earns revenue and incurs
expenses, has discrete financial information and whose results are regularly reviewed by the entity's chief operating
decision maker.

The Development Bank has identified the key segments of the business on the basis of nature of operations that assist
the Development Bank in decision process and to allocate the resources. It will help the management to assess the
performance of the business segments that has been identified as below. The business segments identified are Business
Banking, Treasury and Remittance and Others. The segment results that are reported include items directly attributable
to a segment as well as those that can be allocated on a reasonable basis. Unallocated items comprise mainly common
assets, head office expenses, and tax assets and liabilities. All operations between the segments are conducted on pre-
determined transfer price. Treasury Unit acts as the fund manager of the Development Bank.

3.24. Dividend on Ordinary Shares

Dividend on ordinary shares are recognized as a liability and deducted from equity when they are approved by the Bank’s
shareholders. Interim Dividend is deducted from equity when they are declared and no longer at the discretion of the Bank.
Dividend for the year that is approved after the reporting date is disclosed as an event after the reporting date.

3.25. Cash Flow Statement
The cash flow statement has been prepared using ‘The Direct Method', whereby gross cash receipts and gross
cash payments of operating activities, financing activities and investing activities have been recognized.
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4. SCHEDULED FORMING PART OF FINANCIAL STATEMENTS.

Schedules are attached with financial statements.

Notes to the consolidated financial statement for the year ended 32nd Ashadh 2082

4.1 Cash and cash equivalents

Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Cashin hand 654,662,910 656,746,759
Balances with B/Fls 2,728139,598 2,824,867991
Money at call and short notice - 199,826,523
Other - -
Total 3,382,802,508 3,681,441,274

Cash and Cash equivalents includes Cash in Hand, Balance with Bank and Financial Institutions, money at call and
Treasury Bill with maturity below three months.

4.2 Due from Nepal Rastra Bank

Bank

32nd Ashad 2082 31st Ashad 2081
Statutory balances with NRB 2,745,537810 3,379,607499

Particulars | As at As at

Securities purchased under resale agreement - -
Other deposit and receivable from NRB - -
Total 2,745,537,810 3,379,607,499

Statutory Balance with NRB includes Balance maintained for the Cash Reserve Ratio by the Bank as per the regulatory
Requirements.

4.3 Placements with Bank and Financial Institutions

Bank

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Placement with domestic B/Fls - -
Placement with foreign B/Fls - -
Less: Allowances for impairment - -
Total - -

Placements with domestic as well as foreign bank and financial institutions with original maturities of more than three
months from the acquisition date are presented under this account head.

4.4 Derivative financial instruments
Bank

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Held for trading - -

Interest rate swap - -
Currency swap - _

Forward exchange contract - _
Others - -
Held for risk management - -

Interest rate swap - _
Currency swap - -
Forward exchange contract - -
Other - _
Total
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4.5 Other trading Assets

Particulars

As at
31st Ashad 2081

As at
32nd Ashad 2082

Treasury bills - -

Government bonds - -
NRB Bonds - -
Domestic Corporate bonds - -
Equities - -
Other - -
Total - -
Pledged - -
Non-pledged - -

4.6 Loan and advances to B/Fls

Particulars

As a
32nd Asha

As at

t
d 2082 31st Ashad 2081

Loans to microfinance institutions 440127478 2,195,993163
Other - -
Less: Allowances for impairment 4,400,830 26,349456
Total 435,726,548 2,169,643,707

Loan and advances given to microfinance financial institutions has been presented on above schedule. Accrued Interest
of Rs 34,444 has been added and impairment allownces on above loan and advance has been deducted.

4.6.1 Allowances for impairment

As at As at
32nd Ashad 2082 31st Ashad 2081

Particulars

Balance at Shrawan 1 26,349,456 28667566
Impairment loss for the year: - -
Charge for the year - -
Recoveries/reversal (21948,525) (2,318111)
Amount written off - -
Balance at Ashad end 4,400,930 26,349,456

4.7 Loans and advances to customers

As at As at
32nd Ashad 2082 31st Ashad 2081

Particulars

Loan and advances measured at amortized cost 49,711156,515 48,090,769,460
Less: Impairment allowances 2,644,053,221 1,843,352,293
Collective impairment 672,389,589 798,691,907
Individual impairment 1971663632 1,044,660,386
Net amount 47,067,103,294 46,247,417167
Loan and advances measured at FVTPL - -
Total 47,067,103,294 46,247,417,167

As at As at
32nd Ashad 2082 31st Ashad 2081

Particulars

Loans and advances to Customer 49,206,351,658 47412,655,133
Loans and advances to staff 69,367,621 87682,621
Accrued Interest 435,402,792 590,226,506
Total 49,711,122,071 48,090,564,259

Impairment ( Including loans & advances to BFls )

Particulars

As at As at
32nd Ashad 2082 31st Ashad 2081
As per NRB Directive No. 2 2648454151 1869,701,749
As per NFRS:S 2,091,228,394 206,004,622
Collective Impairment 1,704,663,805 195,182,059
Individual Impairment 386,564,589 10,822,563
Higher of NRB Directive and NAS 39 2,648,454151 1,869,701,749
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4.7 Analysis of loan and advances - By Product
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Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Product
Term loans 12,727,238,593 11945,443,367
Overdraft 2,713,053,699 3148,074,763
Cash Credit Loan 548,906,677 4,900,364,883
Trust receipt/Import loans - -
Demand and other working capital loans 2,007,054,741 1,271,006,913
Personal residential loans 7610,683,827 7074,981,027
Real estate loans 3,816,825,001 4423932612
Margin lending loans 1931193916 1,752,039125
Hire purchase loans 156,668,708 179,978,381
Deprived sector loans 3423,738,222 3615520691
Bills purchased - -
Staff loans 69,367,621 87,682,621
Other 8,671,022,719 8,101,518,571
Sub total 49,275,753,722| 47,500,542,954
Interest receivable 435,368,348 590,021,305
Grand total 49,711122,071| 48,090,564,259
4.7.2 Analysis of loan and advances - By Currency
TR ETE As at As at
32nd Ashad 2082 31st Ashad 2081
Nepalese Rupee 49,711122,071] 48,090,564,259
Indian Rupee - -
United States Dollar - -
Great Britain Pound - -
Euro - -
Japanese Yen - -
Chinese Yuan - -
Other - -
Total 49,711122,071| 48,090,564,259
4.7.3 Analysis of loan and advances - By Collateral
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Secured
Movable/immovable assets 47794142277| 46,046,021263
Gold and silver 276,650,559 202,164,927
Guarantee of domestic B/Fls - -
Government guarantee 17193,389 17193,389
Guarantee of international rated bank - -
Collateral of export document - -
Collateral of fixed deposit receipt 801,399,584 886,230,369
Collateral of Government securities - -
Collective Guarantee - 3877145
Personal guarantee 282,461,448 297788465
Other collateral 99,983,368 41,979,817
Subtotal 49,271,830,625| 47495,255,374
Unsecured 3,923,097 5,287,580
Interest receivable 435,368,348 590,021,305
Grant Total 49,711122,071| 48,090,564,259
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4.7.4 Allowances for impairment
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Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Specific allowances for impairment
Opening Balance 1,044,660,386 1,025975971
Impairment loss for the year:
Charges/(reversal) for the year 927,003,245 18,684,415
Recoveries/reversal during the year - -
Write-offs - -
Exchange rate variance on foreign currency impairment - -
Other movement - -
Closing Balance 1971663632 1,044,660,386
Collective allowances for impairment
Opening Balance 798,691,907 579,228,045
Impairment loss for the year:
Charge/(reversal) for the year (126,302,318) 219,463,862
Exchange rate variance on foreign currency impairment
Other movement
Closing Balance 672,389,589 798,691,907
Total allowances for impairment 2,644,053,221 1,843,352,293

Impairment on Loan and advances to customer includes provision created on overdue Staff Loan of Rs 1,016,617 from

FY 2073/74.

4.8 Investment securities

Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Investment securities measured at amortized cost 10,634,410,480 10147829174
Investment in equity measured at FVTOCI 1,714112,541 1,552127197
Total 12,348,523,021| 11,699,956,371

4.8.1 Investment securities measured at amortized cost

Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Debt securities - -
Government bonds 7088,351,232 7085,995,749
Government treasury bills 361,484,248 1461833425
Nepal Rastra Bank bonds - -
Nepal Rastra Bank deposits instruments 3,184,575,000 1,600,000,000
Other - -
Less: specific allowances for impairment

Total 10,634,410,480 10,147,829,174

Investment made on Government securities has been presented on above schedule. Accrued Interest Receivable of

NPR 100,501,231.88 has been added on above Government Bond.

4.8.2 Investment in equity measured at fair value through other comprehensive income

Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Equity instruments - -
Quoted equity securities 1669465606 1,510,601,996
Unquoted equity securities 44,646,935 41,525,201
Total 1,714112,541 1,552,127197
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4.8.3 Information relating to investment in equities

As at As at
32nd Ashad 2082 31st Ashad 2081

Cost Fair Value Cost Fair Value

Particulars

Investment in Quoted Equity
1.1 Api Power Company Ltd.

(3069 ordinary shares of NPR 100 paid up)
1.2 Asian Life Insurance Co. Limited

(94938 ordinary shares of NPR 100 paid up)
1.3 Asian Life Insurance Co. Ltd.-Promoter

254,700 909,959 254,700 558,293

73,843734| 48418380 52,296,860 40,582,843

(1 ordinary shares of NPR 100 paid up) 100 388 100 812
pEeeoniteni
(G000 ordihony haroe of NER 100 peid ug 641858 1904000]  BOOG771| 7734190
e ooy v
B T v | e
éggg‘é%%%”;;g';‘&dé; 10 e5ch] 20000000 21500000 20000000| 20640000
s e N e N W
b5
st
R e T T e
31'130%%?['3'ﬁﬁiﬁg'g?ﬁp':;%';'ahgﬁua' Fund 10000000/ 11,000,000 10,000,000 900,000
s o
1.16 Hydroelectricity Investment & Development Co. Ltd 3102340 10828293 3102340 6597224

(36856 ordinary shares of NPR 100 paid up)

1.7 IGI Prudential Insurance Ltd.
(11175 ordinary shares of NPR 100 paid up) 4951777 6256883 4951777 6125166

1.18 Smata Gharelu Laghubitta Bittiya Sanstha Ltd

(24306 ordinary shares of NPR 100 paid up) 1954445 23212230 ] 1070
[E?O'(O”(S"S'Bflﬂ("sitgf'ﬁg% 10 each) 2,500,000 2,507,500 2,500,000 2,415,000
E%%g‘a"ggi Sm‘g%m’;g Xgae"aach] 10,000,000 12,110,000 10,000,000 1,910,000
E;SOKSSSB %h;::'g;dﬂ';g‘;jg":ach] 30000000 30,030,000 30,000,000 29010000
1.22 Laxmi Laghubitta Bittiya Sanstha Ltd. - 1,224
o S 10 each) 20000000 ~ 20900000| 20000000/ 18000000
[12'22248;’gf_&ﬁ:&tﬁ;gg?ﬁ;ﬁ?&gi 4 ug) 10669074| 225208710 5336523| 93230200
[;Sggj;"oh:g;ﬁ:agﬁ:ri';t;ﬁ’ca,\lssgs;‘g%";‘;'i';L°p?°te' 26355743| 259861132 31688294| 276800650
8 et S Lt S otele o | |z | oo
EfSONSSEE'eJLﬁZ"OFf“,GSR 10 each) 20000000 23,080,000 20000000 20,000,000
el
[12'2%ggOASiﬁitD:Z?aNm;ﬁeé’;‘éﬁ 2,500,000 2,642,500 2,500,000 2772,500
[E?g1'\129;?5{:::3?;;8?2;;?‘NPR 100 paid up) 187148,321 15645168 17738721 13,695,352
S Sy
1.32 NIBL Sahabhagita Fund 2887525 2,820,000 2887525 2,640,000

(250000 Units of NPR 110 each)
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As at As at
32st Ashad 2082 31st Ashad 2081

Fair Value

Fair Value

E"23O3O"('J'gégﬂ?}?{:g?;g";ﬁgeach] 20000000  17640000| 20,000000| 16,500,000
1.34 Nepal Insurance Co. Ltd.

(16648 ordinary shares of NPR 100 paid up) S,370.717 10656385 5174558 12499520
1.35 Nepal Life Insurance Co. Ltd. B 776 ) 619
(1 ordinary shares of NPR 100 paid up)

1.36 Nerude Laghubita Bikas Bank Limited - - 2,369,644 1,562,834
[15'3[;70'5'85‘3'[’; ;a:;"ﬁligqu esch] 5000000/  4885000| 5000000| 4800000
E'fé%ggb&ﬁi"t':g‘f,\‘%gd% esch] 166,300 166,633 166,800 130104
?'335’0“388311‘?@ g?‘l’\l';‘,‘gﬂ 0 each] 30000000 31050000| 30000000 27750000
?‘STJOOI\(IJiggsliJanisti?;‘thgR 10 6ach] 5000000/  4635000| 5000000| 4800000
1.41 Nirdhan Utthan Bank Limited - - 160183 311,812
1.42 NLG Insurance Company Ltd.

(6358.425 ordinary shares of NPR 100 paid up) 1647939 4928415 2816319 5894578
1.43 NMB Microfinance Bittiya Sanstha Ltd. - - - 2,280
aggo"(‘j“é'g Sgits of NPR 10 st 10,000,000/ 10,690,000| 10,000,000| 10,040,000
?iggé"%%%‘;';‘; L‘}Vﬁgtg‘fon';g;:]d"' 10000,000| 11530000 10,000,000| 10060000
1.46 Ngadi Group Power Ltd.

(7.‘142590rdinarg shares of NPR 100 paid up) 800 2850 200 1023
1.47 National Microfinance Bittiya Sanstha Limited

(94 ordinary shares of NPR 100 paid up) - 131412 449,242 927122
a8 g oyt g 10 cach] 10,000,000 10,090,000 10,000,000 10640,000
D R each) 2,500,000 2395000 2500000| 1930000
1.50 Prabhu Insurance Ltd.

(11281.98 ordinary shares of NPR 100 paid up) 2512312 10457267 2512312 /538902
oo o R 10 cach] 20,000,000 23100,000| 20,000,000| 19,220,000
1.52 Rastriya Beema Company Limited

(1 ordinary shares of NPR 100 gaid up) 622 15110 622 13490
Fé%%gggo”'g;}g' Fund-2 eoch) 20,000,000| 207180,000| 20,000,000| 19,000,000
1.54 Ridi Hydropower Development Company Ltd.

(17 ordinary shares of NPR 100 paid up) 600 4,369 600 3239
1.55 Sana Kisan Bikas Laghubitta Bittiya Sanstha Ltd- Promoter - - 4129137 9,585,770
aones Mutual Fund-1 eoch) 2500000 2490000 2500000 2040000
1.57 Samata Gharelu Laghubitta Bittiya Sanstha Ltd.-Promoter

(144682 ordinary shares of NPR 100 paid up) 11834,253| 64094726| 13588898 49891710
1.58 Sanima Mai Hydropower Ltd.

(14579 ordinary shares of NPR 100 paid up) 2913981 91M1.875 2913981 4499,733
1.59 Sana Kisan Laghubitta Bittiya Sanstha Ltd

(189 ordinary shareg of NPR ‘IOOE[‘Jaid up) - 168,210 174,382 1212254
Fé%%ggg'ﬂgigg%eh,%;%”ggch] 2500000 2557500 2500000 2,322,500
Fé%1oso%rggfﬁir§“§thF$’£% eoch) 20,000,000| 20,640,000| 20,000,000| 20,280,000
1.63 Siddhartha Premier Insurance Ltd.

(7148 ordinary shares of NPR 100 paid up) 4157155 6140132 4157155 6/146,565
1.64 Soaltee Hotel Limited

(2830 ordinary shares of NPR 100 paid up) 488,294 1631778 488,294 1137266
(550000 Units of NFR 16 cacr) 2500000 2500000 2500000 2067500
1.66 Surya Jyoti Life Insurance Company Limited

(3340 ort inar% shares of NPR 100 paid up 423302 1486634 423302 1435866
[‘é"ls073hgl8ﬂ(6tlagltt2 g#ltltlgaFL ":Iglg;c[mUKMFﬂ 31,036,860 31,005,823 3,624,109 3,355,800
1.68 Garima Samriddhi Yojana

(2000000 Units of NPR 10 each) 20,000,000] 20,000,000 - 3404
(2000000 onte of NBR 10 83y 20,000000| 21000,000| 20000,000| 18880000
1.70 Sagarmatha Lumbini Insurance Company Limited

T S agarmatha Lumbini Insurance Comean 20906,015| 193971981 20,906015| 190,822,233
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Fair Value

As at As at
32st Ashad 2082 31st Ashad 2081

Fair Value

1.71 Sagarmatha Lumbini Insurance Company Limited-

Promoter 56,550,540| 228,283,380| 56,550,540| 307337069
(845494 ordinary shares of NPR 100 paid up)

1.72 Siddhartha Investment Growth Scheme-3

(500000 Units of NPR 10 each) 5,000,000 5,225,000 5,000,000 4,725,000
1.73 Sunrise Focused Equity Fund

(2000000 Units of NPR 10 each) 20,000,000 20,080,000| 20,000,000 16,480,000
1.74 Shubha Laxmi Kosh

(1290695 Units of NPR 10 each) 13,000,000 15,733,572| 13,000,000 13,900,785
1.75 Investment Through-PMS 20191121 28,608,648 20191121 19954416
1.76 United Ajod Insurance Co. (Nepal) Ltd.

(5991 ordinary shares of NPR 100 paid up) 1384684 3474780 1384684 3,260,030
1.77 Sanima GIC Company Ltd

(10212 ordinary shares of NPR 100 paid up) 950,000 922,960 950000 5481500
1.78 Kalika power Company Ltd

(9477 ordinary shares of NPR 100 paid up) 3,507,395 136,534 6874195 /595310
1.79 Nepal Hydro Developers Limited

(13627 ordingrg shares of NPR 100 paid up) 5094,926 92M852| 17146090 19295022
1.80 Bindhyabasini Hydropower Development Company Limited

(16589 ordinary shares of NPR 100 paid up) 7,743,252 8186672 7,743,252 8942440
1.81 Invest-Citizen Super 30 Mutual Fund

(500000 Units of NPR 10 each) 5,000,000 5,040,000| 5,000,000 5,000,000
1.82 Invest-Laxmi Value Fund-li ( Lvf2)

(1000000 Units of NPR 10 each) 10,000,000 10,130,000| 10,000,000 9,240,000
1.83 Invest-Himalayan Mutual Fund Scheme (Himalayan 80-20)

(1000000 Units of NPR 10 each) 10,000,000 12,060,000| 10,000,000 9,990,000
1.84 Invest-Nic Asia Growth Fund-2

(500000 Units of NPR 10 each) 5,000,000 4,990,000| 5,000,000 4,100,000
Sub Total 730,779,858| 1,669,465,606| 688,318,761| 1,510,601,996
Investment in Unquoted Equity

1.85 Karja Suchana Kendra

(8860 ordinary shares of NPR 100 paid up) 4000 8312629 4000 2,552,368
1.86 Nepal Clearing House Ltd.

(163184 ordinary shares of NPR 100 paid up) 3,381,500 385313018 33815500 38829633
1.88 Nepal Stock Exchange

(1432 ordinary shares of NPR 100 paid up) 14,300 1021288 14,300 143,200
Sub Total 3,449,800 44,646,935 3,449,800 41,525,201
Total 734,229,658 1,714112,541| 691,768,561 1,552,127,197

4.9 Current tax assets

Particulars As at As at
st i 2081
Current tax assets 301,419,102 351,946,378
Current year income tax assets 238,247456 217042575
Tax assets of prior periods 63171646 134,903,804
Current tax liabilities 226,997,592 288,774,732
Current year income tax liabilities 226,997,592 288,774,732
Tox liabilities of prior periods - -
Total 74,421,510 63171646
410 Investment in subsidiaries
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Investment in quoted subsidiaries

Investment in unquoted subsidiaries

Total investment

Less: Impairment allowances

Net carrying amount
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410.1 Investment in quoted subsidiaries

Particulars

As at

Bank

32nd Ashad 2082

Fair Value

As at
31st Ashad 2081
Fair Value

Total

4.10.2 Investment in unquoted subsidiaries

Particulars

As at As at
32nd Ashad 2082 31st Ashad 2081

Cost

Total

4.10.3 Information relating to subsidiaries of the Bank

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Total - -
4.10.4 Non controlling interest of the subsidiaries
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Equity interest held by NCI (%) - -
Profit/(loss) allocated during the year - -
Accumulated balances of NCI as on Ashad end - -
Dividend paid to NCI - -
411 Investment in associates
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Investment in quoted associates 579,399,116 563,392,871
Investment in unquoted associates 89,601,000 89,601,000
Total investment 669,000,116 652,993,871
Less: Impairment allowances - -
Net carrying amount 669,000,116 652,993,871

4.11.1 Investment in quoted associates

Particulars

As at
32nd Ashad 2082

As at
31st Ashad 2081

Fair Value

Fair Value

Nadep Laghubitta Bittiya Sanstha Ltd. 485760 Promoter shares

of Rs 100 each 32,000,000 | 141,356,160 | 32,000,000 211,305,600
Deprosc Laghu Bitta Bittiya Sanstha Limited.

1,437889 Promoter shares of Rs. 100 each 46,485,168 1338197418 | 46,485,168 1166,228,577
541,707 ordinary shares of Rs. 100 each

Total 78485168 |[1,479,553,578 | 78,485,168 1,377,534177

411.2 Investment in unquoted associates

Particulars

As

at

32nd Ashad 2082

Fair Value

As at
31st Ashad 2081
Fair Value

g‘a‘gg‘gghsgzﬁgg'oﬁtg‘s 100 esch) 80,000000| 89600999| 80000000| 89601000
Total 80,000,000| 89,600,999| 80,000,000] 89,601,000
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4.11.3 Information relating to associates of the Bank

Particulars

Percentage of ownership held by the Bank

As at As at
32nd Ashad 2082 31st Ashad 2081

Nadep Laghubitta Bittiya Sanstha Ltd. 10.00% 10.00%
Deprosc LaghuBitta Bikas Bank. 1276% 12.76%
Muktinath Capital Limited (former: Vibor Capital Ltd.) 1975% 19.75%
411.4 Equity value of associates
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Nadep Laghubitta Bittiya Sanstha Ltd. 80,673,095 91,292,548
Deprosc LaghuBitta Bikas Bank. 497971654 472100,324
Muktinath Capital Limited. 90,355,368 89,601,000
Total 669,000,116 652,993,871
412 Investment properties
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Investment properties measured at fair value

Balance as on Shrawan 1 _ -
Addition/disposal during the year - -
Acquisition through business combination - -
Net changes in fair value during the year - -
Adjustment/transfer - -
Net amount - -
Investment properties measured at cost

Balance as on Shrawan 1 203,964,421 169,415,553
Addition/disposal during the year 19,605,951 35,196,792
Adjustment/transfer - -
Accumulated depreciation (1,685,680) (647923)
Accumulated impairment loss - -
Net amount 221,884,692 203,964,421
Total 221,884,692 203,964,421
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Lumbini Bikas Bank Ltd. %

Notes to the consolidated financial statement for the year ended 32nd Ashad 2082

414 Goodwill and Intangible Assets

Particulars

Goodwill

Figuresin NPR

Cost

Balance as on Ashad end 2080

12,722,911

12,722,911

Addition during the Year

Acquisition

3,509,102

3,509,102

Acquisition through business combination

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2081

16,232,013

16,232,013

Addition during the Year

Acquisition

6,599,900.00

6,593,900

Acquisition through business combination

Capitalization

Disposal during the year

Adjustment/Revaluation

Balance as on Ashad end 2082

22,831,913

22,831,913

Amortization and Impairment

As on Ashad end 2080

8,548,159

8,548,159

Amortization charge for the Year

1,616,849

1,616,849

Impairment for the year

Disposals

Adjustment

As on Ashad end 2081

10,165,008

10,165,008

Amortization charge for the Year

2,072,844

2,072,844

Impairment for the year

Disposals

Adjustment

As on Ashad end 2082

12,237,852

12,237,852

Capital Work in Progress

Net Book Value

As on Ashad end 2080

4,174,752

4,174,752

As on Ashad end 2081

6,067,004

6,067,004

As on Ashad end 2082

10,594,061

10,594,061
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415 Deferred Tax Assets

TN BT B 1. e e
Lumbini Bikas Bank Ltd.

—0

0

Particulars

As at 32nd Ashadh 2082

Deferred Tax Assets

Deferred Tax
Liabilities

Net Deferred Tax
Assets/ (Liabilities)

Deferred tax on temporary differences on following items

Loan and Advance to B/Fls

Loans and advances to customers

Investment properties

Investment securities 293,964,865 (293,964,865)
Property & equipment - 117179735 (117179,735)
Employees' defined benefit plan 33,490,953 - 33490,953
Lease liabilities 112,945,054 - 112,945,054
Provisions 12,399,925 - 12,399,925
Other temporary differences -
Deferred tax on temporary differences 158,835,932 411,144,599 (252,308,667)
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 2082 (252,308,667)
Recognised in profit or loss 42681932
Recognised in other comprehensive income (294,990,600)
Recognised directly in equity -

Deferred tax (asset)/liabilities as on Shrawan 1, 2081 220,944,658
Origination/(Reversal) during the year 31,364,009
Deferred tax expense/(income) recognised in profit or loss 4,750,746
Deferred tax expense/(income) recognised in other comprehensive income (36,114,756)

Deferred tax expense/(income) recognised in directly in equity

Particulars

Deferred Tax Assets

Deferred tax on temporary differences on following items

As at 31st Ashad 2081

Deferred Tax
Liabilities

Net Deferred Tax
Assets/ (Liabilities)

Loan and Advance to B/Fls

Loans and advances to customers

Investment properties

258,107,591

Investment securities (258,107,591)
Property & equipment - 127913121 (127913121)
Employees' defined benefit plan 29,671,375 - 29,671,375
Lease liabilities 122,947,991 - 122,947,991
Provisions 12,456,688 - 12,456,688
Other temporary differences -
Deferred tax on temporary differences 165,076,054 386,020,712 (220,944,658)
Deferred tax on carry forward of unused tax losses 16,412,535 -
Deferred tax due to changes in tax rate -
Net Deferred tax asset/(liabilities) as on year end of 2080 (208,786,769)
Recognised in profit or loss 37931186
Recognised in other comprehensive income (258,875,844)
Recognised directly in equity -
Deferred tax (asset)/liabilities as on Shrawan 1, 2080 208,786,769
Origination/(Reversal) during the year (12,157,889)
Deferred tax expense/(income) recognised in profit or loss (2,979,819)
Deferred tax expense/(income) recognised in other comprehensive income (9,178,070)

Deferred tax expense/(income) recognised in directly in equity
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Lumbini Bikas Bank Ltd. [

Notes to the consolidated financial statement for the year ended 32nd Ashadh 2082
416 Other assets

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Assets held for sale - -
Other non banking assets - -
Bills receivable - -
Accounts receivable 83,370,010 87520437
Accrued income - -
Prepayments and deposit 29,386,036 25,268,750
Income tax deposit 157,277025 156,702,033
Deferred employee expenditure 2,749,224 2,660,579
Other 15,882,116 13,877,368

a. Stock 15,822,739 13,817,990

b. Gold coins 24161 24161

c. Cash in transit 35217 35217
Total 288,664,411 286,029,167

Account receivable includes visa, remittance and other sundry receivable balance of various period. It includes gross receivable
amount of Rs 941,117,232 on which impairment allownces of Rs 652,452,821 has been created from past fiscal year due to doubt on
recoverability of some sundry Balances. Net of imapirment allownces has been presented in above schedule.
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Notes to the consolidated financial statement for the year ended 32nd Ashadh 2082

417 Due to Bank and Financial Institutions

Particulars As at
32nd Ashad 2082 31st Ashad 2081

As at

Money market deposits - -

Interbank borrowing - -

Other deposits from BFls 424,499,392 638,377,542
Settlement and clearing accounts - -
Total 424,499,392 638,377,542

418 Due to Nepal Rastra Bank

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Refinance from NRB - -

Standing Liquidity Facility - -

Lender of last report facility from NRB - -

Securities sold under repurchase agreements - -
Other payable to NRB 789,900,000 1,042,300,000
Total 789,900,000 1,042,300,000

419 Derivative financial instruments

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Held for trading - R

Interest rate swap - -

Currency swap - -

Forward exchange contract - -
Others - R
Held for risk management - -

Interest rate swap - -

Currency swap - -

Forward exchange contract - -

Other - -
Total - -

4.20 Deposits from customers

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Institutions customers: 17,601,205,055 15,902,958,385
Term deposits 11,978,057,108 10,838,205,015
Call deposits 4,567,352,305 4,266,075,267
Current deposits 954,885,855 757,618,598
Other 100,909,787 41,059,505
Individual customers: 39,992,906,645 42,650,155,093
Term deposits 20,727711,508 30,180,301,691
Saving deposits 18,883,632,123 12102,246,776
Current deposits 340,655,190 331457374
Other 40,907,824 36,149,252
Total 57,594,111,700 58,553,113,478
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Statement of Total Deposits
At the Ashadh End, 2082

Figures in NPR "000"

Particulars Current | Saving | Fixed | Money at Call gfnﬁéggﬁf | Margin | Others [I‘;;a;]
(A) Local Currency Deposits 1.00 200 3.00 4.00 5.00 6.00| 700 8.00
1. Foreign Entities or Individuals - - - - - - - R
111 Foreign Diplomatic and Grant Commissions - - - - - - - -
1.2 Projects Undertaken by Foreign Government - - - - - - - -
1.3 International Organizations (Including UNQ) - - - - - - - -
14 Other International Non-gov. Organizations - - - - - - - -
141 Residential - - - - - - - -
14.2 Non-residential - - - - - - - -
1.5 Foreign Banks - - - - - - - R
16 Other Financial Institutions - - - - - - - -
17 Foreign Airlines - - - - - - - R
1.8 Foreign Country's Pension Camp - - - - - - - -
181 Government of India - - - - - - - _
18.2 British Government - - - - - - - R
19 Foreign Nationals - - - - - - - -
1971 Residential - - - - - - - R
19.2 Non-residential - - - - - - - R

110 Others - - - - - - - R
1101 Residential - - - - - _ - _
110.2 Non-Residential - - - - - - - R

2. Municipality/V.D.C./D.D.C. - - - - - - - R

3. Financial Institutions 409,567 10128 9,715,007 4,306,587 - 325 - 14441614

371 Deposit Accepting Financial Institutions 104,334 1890 2469884 3994005 - - - 6570111

311"A" Class licensed institution (Including ADB/N 0 - - - - - 0
Branches performing commercial banking

transactions)

312 "B" Class licensed institutions 22114 - - 87427 - - - 109,541

31.3"C" Class licensed institutions 70 - - 1m614 - - - 111684

314 'D" Class licensed institutions 37024 - 70,798 225458 - - - 333280

3115 Cooperatives (having license to limited banking) 40624 17 2353673 3565325 - - - 5959638

316 NGOs [havin(j; alicense of limited banking 4,500 1873 45413 4181 - - - 55967

transactions;

3117 Postal Saving Banks (Saving Deposits Only) - - - - - - - B

3.2 Other financial Institutions - - - - - - - -

321 Nepal Industrial Development Corporation - - - - - - - -
3.2.2 Agriculture Development Bank - - - - - - - -
(Excluding commercial banking branches)

3.3 Financial Institutions not accepting deposits 80656 8238| 7244223 309,241 - - - 7642358
3.371Insurance companies 70,736 8238 6601920 109,266 - - - 6,790,161
3.3.2 Employees Provident Fund - - - - - - - -
3.33 Citizen Investment Trust - - - - - - - _
3.34 Merchant Banking 9920 - 642,304 199974 - - - 852198

34 Other Intermediary Financial Units 224,577 - 900 3,342 - 325 - 229144

341 Rural Self-help Fund 224577 - 900 3342 - 325 - 229144
(Grameen Swablamban Kosh

34.2 Money-Changers 103 - 900 638 - 310 - 1951

34.3 Stock Brokers 224191 - - 10 - - - 224,302

344 Stock Exchange - - - - - - - R

34.5 Money Transfer -

346 Others-Other Subsidiary Financial Units 283 - - 2594 - 15 - 2892

34T e 000 000 000 000 000 000 000

4. Non-financial Institutions 442,331 21692 1420984 338,575 -1 23995 - 2,247,578

4.1 Governmental Institutions and Companies - - 500,000 - - - - 500,000

417 Industrial - - - - - - - R

412 Trading - - - - - - - _

41.3 Other - - 500,000 - - - - 500,000

4.2 Non-governmental Institution and Companies 442,331 21692 920984 338575 -| 23995 - 1747578

4.2 Industrial 44057 12 1350 19830 - 796 - 66,044

422 Trading 210912 17961 177298 83052 - 7878 - 497100

423 Others 187362 3719 742,336 235694 -1 15321 - 1184433
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Particulars | Current | Saving | Fixed Moggﬁ; = g?gg:]%astii | Margin | Others |

5. Non-profit Organizations 42117 983 365,282 115,782 - - - 52464
5.1 Schools, Campuses 13421 207 223059 839,943 - - - 326,630
5.2 Hospitals, Nourishing Homes 1435 51 46,750 7480 - - - 55717
5.3 Others 27261 725 95473 18359 - - - 141818
5.3 Residential 27261 725 95473 18,359 - - - 141818
5.3.2 Non-residential - - - - - - - -

6. Individuals 340655| 18883632| 20727712 15736 - 807 -| 39968542
6.1 Residential 340655| 18883632| 20727712 15736 - 807 -| 39968542
6.2 Non-residential - - - - - - - -
7.0thers 60,863 68107| 1,266,684 230,907 - 45 - 1626,606
71 Residential 60,863 68107| 1266684 230907 - 45 - 1626606
7.2 Non-residential - - - - - - - -
8. Cashiers' Deposits - - - - - - - -
Total Deposits in Local Currency (1to8) 1295533 | 18984.542| 33495663| 5007588 -| 25172 -] 58808504

(B) Foreign Currency Deposits

1. Foreign Entities or Individuals - - - - - - - -

2. Domestic Institutions and Companies 8 - - - - - - 8
21"A" Class licensed institutions - - - - - - - -
2.2 Residential 8 - - - - - - 8
2.3 Non-Residential - - - - - -

3. Individuals - - - - - - - -
3.1 Residential - - - - - - - -
3.2 Non-Residential - - - - - - - -

Total Deposit of foreign Currencies (1to3) 8 - - - - - - 8

Gross Total (A)+(B) 1295541 18984542| 33495669 5007588 -| 25172 -| 58,808,5M

Total Number of Accounts 46,219 386,043 17,062 4,609 - 321 - 454,254

4.20.1 Currency wise analysis of deposit from customers

Particulars

As at

32nd Ashad 2082

As at
31st Ashad 2081

Nepalese rupee

57,594,104132

58,553,098,844

Indian rupee

United State dollar

7568

14,634

Great Britain pound

Euro

Japanese yen

Chinese yuan

Other

Total

57,594,111,700

58,553,113,478

4.21 Borrowing

Particulars

As at

32nd Ashad 2082

As at
31st Ashad 2081

Domestic Borrowing

Nepal Government

Other Institutions

Other

Sub total

Foreign Borrowing

Foreign Bank and Financial Institutions

Multilateral Development Banks

Other Institutions

Sub total

Total
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4.22 Provisions

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Provisions for redundancy - -

Provision for restructuring - -

Pending legal issues and tax litigation - -

Onerous contracts - -
Other - -
Total - -

4.22.1 Movement in provision

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Balance as at Shrawan 1 - _

Provisions made during the year - -

Provisions used during the year - -

Provisions reversed during the year - -
Unwind of discount - -
Balance as at Ashad End - -

4.23 Other liabilities

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Liability for employees defined benefit obligations 83,212,812 67,362,890
Liability for long-service leave 27910461 23,373,369
Short-term employee benefits - -
Bills payable 2031443 2,115,205
Creditors and accruals 91,328,793 81,494,502
Interest payable on deposit 2,861,769 3,956,581
Interest payable on borrowing - -
Unpaid Dividend 125,737,096 106,129,326
Liabilities under Finance Lease 376,483,512 409,826,635
Employee bonus payable 52,894,585 105,750,827
TDS Payable 43429477 42181,827
Other 53,462,949 50,871,629
a. Provision for general expense 13,092,352 4,389,902
c. Auction and bidding proceed 27051,849 22,171,749
d. ATM and VISA payable 1017749 3,815,186
e. ASBA payable 2,045420.00 580
f. Remit Payble 23405 7,216,880
g. Other 10232173 13,277,332
Total 859,352,895 893,062,791

4.23.1 Defined benefit obligations

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

The amounts recognised in the statement of financial position are as follows:

Present value of funded obligations 112,211,365 99,635,769.00
Total present value of obligations 112,211,365 99,635,769.00
Fair value of plan assets 28,998,553 32,272,879.00
Present value of net obligations 83,212,812 67,362,890.00
Recognised liability for defined benefit obligations 83,212,812 67,362,890.00
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Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081

Plan assets comprise:

Equity securities - -
Government bonds - -
Bank deposit 28,998,553 32,272,879
Other - -
Total 28,998,553 32,272,879
Actual return on plan assets 3,011,105 3111,863

4.23.3Movement in the present value of defined benefit obligations

Bank

Particulars

As at
32nd Ashad 2082

As at
31st Ashad 2081

Defined Benefit Obligation as at Shrawan 1 99,635,769 84,108,102
Actuarial losses/(gain) (1.474,388) 1,303,665
Benefits paid by the plan (6,285431) (3,566,774)
Current service costs and interest 20,335415 17790,776
Defined Benefit Obligation as at Ashad End 112,211,365 99,635,769

4.23.4Movement in the fair value of plan assets

Particulars

Bank

As at
32nd Ashad 2082

As at
31st Ashad 2081

Fair Value of Plan Asset as at Shrawan 1 32,272,879 32,727,790
Contributions paid into the plan - -
Benefits paid during the year (6,030,983) (3,566,774)
Actuarial (losses) gains (616,116 (60,886)
Expected return on plan assets 3118,325 3172749
Fair Value of Plan Asset as at Ashad End 28,744,105 32,272,879

4.23.5 Amount recognised in profit or loss

Particulars

As at

As at
31st Ashad 2081

32nd Ashad 2082

Current service costs 14,086,414 12,845,387
Interest on obligation 8,653,094 7,326,065
Expected return on plan assets (3118,325) (3172,749)
Total 19,621,183 16,998,703

4.23.6 Amount recognised in other comprehensive income

Particulars

Actuarial (gain)/loss

As at
32nd Ashad 2082

(858,272

As at
31st Ashad 2081

1,364,551

Total

(858,272)

1,364,551

4.23.7 Actuarial assumptions

Bank

Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Discount rate 9% 9%
Expected return on plan asset 9% 9%
Future salary increase 5% 5%
Withdrawal rate 5% 5%
Expcted Average Remaining Working Lives of Employee (year) 11.30 1.3
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Particulars
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As at

As at

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

32nd Ashad 2082

31st Ashad 2081

Debt securities issued at amortized cost

1052,268,479

1,052,390,630

Total

1,052,268,479

1,052,390,630

4.25 Subordinated Liabilities

Particulars

As at

As at

Redeemable preference shares

32nd Ashad 2082

31st Ashad 2081

Irredeemable cumulative preference shares (liabilities component)

Other

Total

4.26 Share capital

Bank
Particulars | As at As at
32nd Ashad 2082 31st Ashad 2081
Ordinary shares 3623678162 3,518134,138
Convertible preference shares (equity component only) - -
Irredeemable preference shares (equity component only) - -
Perpetual debt (equity component only) - -
Total 3,623,678,162 3,518,134,138
4.26.1 Ordinary shares
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Authorized Capital 5,000,000,000 5,000,000,000
50,000,000 Ordinary share of Rs. 100 each 5,000,000,000 5,000,000,000
Issued capital 3,623,678,162 3,518,134,138
36236781.62 Ordinary share of Rs. 100 each 3623678162 3518134138
Subscribed and paid up capital 3,623,678,162 3,518,134,138
36236781.62 Ordinary share of Rs. 100 each 3623678162 3518134138
Total 3,623,678,162 3,518,134,138
Reconciliation of the number of shares outstanding at the beginning and end of the year
Bank
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Balance as at the beginning of the year 3,518134,138 3,382,821,286
Add: Issue of bonus share during the year 105,544,024 135,312,852
Add: Issue of right share during the year - -
Balance as at the end of the year 3,623,678,162 3,518,134,138
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4.26.2 Ordinary share ownership

Bank

As at As at
32nd Ashad 2082 31st Ashad 2081

Nepal Government - - -

Particulars

Domestic ownership

"A" class licensed institutions - - _

Other licensed institutions - _ _

Other Institutions 16.20 587178,743 1495| 526,042,347
Public 83.80| 3,036/499419 8505| 2,992,091,791
Other - - -
Foreign ownership - - -
Total 100| 3,623,678,162 100| 3,518,134,138

As at As at

Particulars

32nd Ashad 2082 31st Ashad 2081
Share Ownership
Promoter 5101| 1,848334,740 5101 1794499747
Public 4899 | 1775343422 4899 | 1723634,391
Total 100| 3,623,678,162 100| 3,518,134,138
Shareholder holding more than 0.5%

BOID/SH NO. Name of Shareholder SNhUar:(]eZer:éjl]:j Holding % Type
1301120000929415 Syakar Company Pvt. Ltd 2,222,521 613% | Promoter Institutional
1301250000229824 Chintamani Bhattrai 1,389,569 3.83% | Promoter
1301010000339699 Shanti Shrestha 633,882 1.75% | Promoter
1301300000001774 Rmc Investment Pvt. Ltd 618,255 171% | Promoter Institutional
1301520000022838/29 Mana Prasad Wagley 577273 159% | Promoter
1301060001038807 Mingma Dorje Sherpa 569,574 1.57% | Promoter
1381?1%%%%%%%58368 / Kanchha Gurung 544,048 1.50% | Promoter
1302050000005921 1.b. Venture Pvtltd. 493,343 136% | Promoter Institutional
1301250000082813 Sushil Raj Parajuli 466,258 129% | Promoter
1301580000020869 Pushpa Jyoti Dhungana 379410 105% | Promoter
1301640000089875 Nepal Life Insurance Company 356,832 098% | Promoter Institutional
1301100000334400/11 Sudhir Prasad Sharma 347115 096% | Promoter
1281838888;%282/ Gau Mata Investment Company Pvt. Ltd 323,833 0.89% | Promoter Institutional
1301250000086573 Ramiji Prasad Bastola 308,357 0.85% | Promoter
1301280000076813 Shyam Kumar Chhetri 241,994 067% | Promoter
::gg%?ggggﬁgggg / Vijay Kumar Sarawagi 239,255 066% | Promoter
1301430000067741 Ajay Kumar Sarawagi 237,521 066% | Promoter
1301080000050941 Basu Shree Shrestha Karmacharya 230,996 064% | Promoter
1301370000530001 Deepak Sherchan 230,940 064% | Promoter
1301100000339694 Mankaji Makaju 212132 0.59% | Promoter
42617 Shyamukapu International 197179 0.54% | Promoter Institutional
1301250000017272 Shanker Ghimire 192,980 0.53% | Promoter
1301310000002141 Binod Bahadur Shrestha 184,323 0.51% | Promoter
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Notes to the consolidated financial statement for the year ended 32nd Ashadh 2082

4.27 Reserves

Particulars

As at
32nd Ashad 2082

Figuresin NPR

As at
31st Ashad 2081

Statutory general reserve 1,191,816,280 1142,791,858
Exchange equalization reserve 1,311,923 1,229,664
Corporate social responsibility reserve 13,420,669 12,923,955
Capital redemption reserve 250,000,000 125,000,000.00
Regulatory reserve 375853170 425,770,788
Investment adjustment reserve 40,000,000 40,000,000
Capital reserve - -
Assets revaluation reserve - -
Fair value reserve 685,918,018 602,251,045
Dividend equalization reserve - -
Actuarial gain/(loss) 2,393,381 1792,591
Special reserve - -
Other reserve 523,321,354 505,877428
Total 3,084,034,795 2,857,637,329
4.28 Contingent liabilities and commitments Figures in NPR
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Contingent liabilities 163,340,289 122,331,869
Undrawn and undisbursed facilities 2,793,202,285 1,863,012,683
Capital commitment - -
Lease Commitment - -
Litigation 311,908,524 311,908,524
Total 3,268,451,098 2,297,253,075
4.28.1 Contingent liabilities
Particulars As at As at
32nd Ashad 2082 31st Ashad 2081
Acceptance and documentary credit - -
Bills for collection - -
Forward exchange contracts - -
Guarantees 163,340,289 122,331,869
Underwriting commitment - -
Other commitments - -
Total 163,340,289 122,331,869
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Figures in NPR

As at
32nd Ashad 2082

As at
31st Ashad 2081

Undisbursed amount of loans 230,782,846 549,340,551
Undrawn limits of overdrafts 2,562,419/439 1313672132
Undrawn limits of credit cards - -
Undrawn limits of letter of credit - -
Undrawn limits of guarantee - -
Total 2,793,202,285 1,863,012,683

4.28.3Capital commitments

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

Particulars

Capital commitments in relation to Property and Equipment

As at
32nd Ashad 2082

As at
31st Ashad 2081

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

4.28.4 Lease commitments

Particulars

As at

As at

Operating lease commitments

32nd Ashad 2082

31st Ashad 2081

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

Not later than 1 year

Later than 1 year but not later than S years

Later than 5 years

Sub Total

Finance lease commitments
Future minimum lease payments under non cancellable
operating lease, where the Bank is lessee

Not later than 1 year

Later than 1 year but not later than 5 years

Later than 5 years

Sub Total

Grand Total

4.28.5Litigation

The bankK's litigations are generally related to its ordinary course of business pending on various jurisdiction. Litigations
are mainly in the nature of income tax from the amended assessment of the development bank including merged entities

in previous fiscal year.
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Notes to the consolidated financial statement for the year ended 32nd Ashadh 2082

4.29 Interestincome

Particulars Year Ended Year ended

32nd Ashad 2082 31st Ashad 2081
Cash and cash equivalent 17,329,466 52,284,037
Due from Nepal Rastra Bank - -
Placement with bank and financial institutions 3628767 4,828,425
Loan and advances to bank and financial institutions 70,039,793 213,940,921
Loans and advances to customers 4,995,227948 6,086,195,709
Investment securities 529,884,844 528,411,553
Loan and advances to staff 6,357,402 9,603,441
Other - -
Total interest income 5,622,468,221 6,895,264,085

4.30 Interest expense

stnmnmnater | sweasne o
Due to bank and financial institutions - 1,305,753
Due to Nepal Rastra Bank - -
Deposits from customers 3623151503 4,993101117
Borrowing - -
Debt securities issued 109,438,178 109,588,984
Subordinated liabilities - -
Other 32577492 36,440,681
Total interest expense 3,765167174 5140,436,535

4.31 Fees and Commission Income
Particulars Year Ended Year ended

32nd Ashad 2082 31st Ashad 2081
Loan administration fees - -
Service fees 171,625,737 177442753
Consortium fees 5,848,755 1,690,901
Commitment fees 625459 562,758
DD/TT/Swift fees - -
Credit card/ATM issuance and renewal fees 2,819174 3,988,241
Prepayment and swap fees 24,080142 13,620,596
Investment banking fees - -
Asset management fees - -
Brokerage fees - -
Remittance fees 1,991,545 2473302
Commission on letter of credit - -
Commission on guarantee contracts issued 4106,214 4152,787
Commission on share underwriting/issue - -
Locker rental 1146,801 1157800
Other fees and commission income 4,326,092 3,066,339
Total fees and Commission Income 216,549,919 208,155,475
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Particulars Year Ended ‘ Year ended

32nd Ashad 2082 31st Ashad 2081
ATM management fees 10,467,760 11,144,811
VISA/Master card fees - -
Guarantee commission - -
Brokerage - -
DD/TT/Swift fees - -
Remittance fees and commission - -
Other fees and commission expense 53972 171139
Total fees and Commission Expense 10,521,732 11,315,950

4.33 Net trading income

S 30nd Ashad 2082 et Ashod 2081
Changes in fair value of trading assets - -
Gain/loss on disposal of trading assets - -
Interest income on trading assets - -
Dividend income on trading assets - -
Gain/loss foreign exchange translation 86,219 27,388
Other - -
Net trading income 86,219 27,388

4.34 Other operating income

SRS D a0nd Athad 2082 16t AShad 2081
Foreign exchange revaluation gain 329,040 150,747
Gain/loss on sale of investment securities 17,644,018 19,236,511
Fair value gain/loss on investment properties - -
Dividend on equity instruments 51,125,405 15,939,828
Gain/loss on sale of property and equipment 2,936,316 2,406,403
Gain/loss on sale of investment property 1,581,573 37,096,260
Operating lease income 7,304,192 6,932,509
Gain/loss on sale of gold and silver - -
Locker rent - -
Other 6,086,933 3,429,380
a. Income from Insurance Claims - -
b. Others 6,086,933 3429177
Total 87,007,477 85,191,636
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4.35 Impairment charge/(reversal) for loan and other losses

Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Impairment charge/(reversal) on loan and advances to B/FIs (21,948,525) (2,318,111)
Impairment charge/(reversal) on loan and advances to customer 800,700,927 238,148,278
Impairment charge/(reversal) on financial Investment - -
Impairment charge/(reversal) on placement with banks and financial ) )
institutions
Impairment charge/(reversal) on property and equipment - -
Impairment charge/(reversal) on goodwill and intangible assets - -
Impairment charge/(reversal) on investment properties - -
Total 778,752,402 235,830,167
4.36 Personnel Expenses
Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Salary 185,989,050 186,716,746
Allowances 144,384,721 145,826,909
Gratuity expense 19,621,183 16,998,703
Provident fund 17,905,282 17,723,878
Uniform 9,810,000 9,860,000
Training & development expense 8,538,629 7173,288
Leave encashment 16,131,665 15,461,840
Medical - -
Insurance 3,904,256 3365430
Employees incentive - -
Cash-settled share-based payments - -
Pension expense - -
Finance expense under NFRS (61,292) 998,765
Other expenses related to staff 75,000 190,000
Subtotal 406,298,495 404,415,560
Employees bonus 52,894,585 105,750,827
Grand total 459,193,079 510,166,387
4.37 Other operating expense
Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081

Directors' fee 2,018,000 2,063,000

Directors' expense 3477959 3,301,687

Auditors' remuneration 2,000,000 1,186,500

Other audit related expense - _

Professional and legal expense 6,040,121 3612142

Office administration expense 183,526,599 190,368,200

Operating lease expense 160,050 -

Operating expense of investment properties - -

Corporate social responsibility expense 1,914,350 3412449

Onerous lease provisions - -

Others 9,091,663 4,005,921

Total 208,229,742 207,949,898
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4.37.1 Office administration expense
SRS 30nd Ashud 2082 16t AShad 2081
Water and electricity 18,042,465 18,204,667
Repair and maintenance
(8) Building 22,946 32,277
(b) Vehicle 2,594,674 2,768,338
(c) Computer and accessories 1515635 1551672
(d) Office equipment and furniture 2,708,626 3,705,795
(e) Other 303,901 176,887
Insurance 4,577786 4,512,978
Postage, telex, telephone, fax 3,524,333 3,350,612
Printing and stationery 9,746,794 9,800,478
Newspaper, books and journals 129,390 153,747
Advertisement 5,006,322 12,923175
Security expense 41,500,636 50,080,306
Deposit and loan guarantee premium 18,100,687 16,797,647
Travel allowance and expense 5151264 4,691,746
Annual/special general meeting expense 1,654,005 1497483
Other 64,947135 60,120,393
a. ECC and other Bank charges 862,079 869,542
b. Internship expenses 302,656 414160
c. Connectivity expense S,047721 9,478,935
d. Fuel expenses 7,263,640 7,824,277
e. Refreshment and guest hospitality 8,421,594 8,398,571
f. Cleaning and sanitation 4,918,625 4,954,512
g. Annual maintenance contract expense 14,234,060 11,020,367
h. Registration and renewal expense 6,478,783 4,576,862
i. Asset written off expense 22,303 67
j. Vehicle, property and other expense 3421132 3,455,354
k. Office supplies and small accessories 2,766,846 2,734,928
|. RTS and related expense 633,380 461,620
m. Internet expense 1824 611,515
n. Other office expense 6,572,492 5,318,682
0. Other writeoff expenses - -
p. Other - -
0. Other writeoff expenses - -
p. Other - -
Total 183,526,599 190,368,200
4.38 Depreciation & Amortization
Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Depreciation on property and equipment 117,059,652 107,028,411
Depreciation on investment property 1037756 -
Amortization on intangible assets 2,072,844 1,616,849
Total 120,170,252 108,645,260
4.39 Non operating income
Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Recovery of loan written off 321775 1,710,000
Other income 1,774,911 -
Total 2,096,686 1,710,000
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4.40 Non operating expense

Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Loan written off 110,122,880 22,683,268
Redundancy provision - -
Expense of restructuring - -
Other expense - 1,563,676
Total 110,122,880 24,246,944
4.41 Income tax expense
Particulars Year Ended Year ended
32nd Ashad 2082 31st Ashad 2081
Current tax expense 239,695,581 405.110,001
Current year 226,997592 288,774,732
Adjustments for prior years 12,697,989 116,335,269
Deferred tax expense (4,750,746) 2,979,819
Origination and reversal of temporary differences (4,750,746) 2,979,819
Changesin tax rate - -
Recognition of previously unrecognised tax losses - -
Total income tax expense 234,944,835 408,089,821

4.411 Reconciliation of tax expense and accounting profit
Year Ended Year ended

FEREET 32nd Ashad 2082 31st Ashad 2081
Profit before tax 476,051,261 951757443
Tax amount at tax rate of 30% 142,815,378 285,527,233
/SS%O'I;aex effect of expenses that are not deductible for tax 90,906,499 6171223
Less: Tax effect on exempt income (8,701,385) (3111,369)
Add/less: Tax effect on other items 14,675,089 116,522,914
Total income tax expense 239,695,581 405,110,001
Effective tax rate 50.35% 42.56%
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S.DISCLOSURE AND ADDITIONAL INFORMATION

5.. 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.

Development Bank has implemented the Risk Management policy and guideline to streamline the overall risk management
function of the Development Bank.

i. Board of Directors

The Board of Directors of the Bank takes responsibility for managing the comprehensive risks faced by the Bank. BOD
approves the risk management policies and also sets limits by assessing the risk appetite, tolerance, skills available
for managing risk and the risk bearing capacity. It supervises the implementation of the risk strategy. It guides the
development of policies, procedures and systems for managing risk. It ensures that these are adequate and appropriate
to changing business conditions, the structure and needs of the Bank and the risk appetite of the Bank. Sub-Committees
of the Board of Directors have been constituted to oversee the various risk of management activities.

The BOD of the Development Bank has complied with all the code of conduct and corporate governance guidelines as per
NRB Directives and applicable relevant policy and Acts.

ii. Risk Management Committee

Pursuant to the NRB directive on corporate governance, the Development Bank has established Risk Management
Committee with well-defined terms of reference in line the NRB directive. Risk Management Committee (RMC), chaired
by the one of the member of BOD periodically examines Credit Risk, Market Risk, Liquidity Risk, and Operation Risk of the
Development Bank, oversee the sector portfolio/portfolio diversification and advise the management to review policy/
process of the Development Bank. The Committee review the current risk profile and assess potential impact on the
activities of the Development Bank or specific business, ensuring risks are identified, assessed, measured, mitigated,
managed and monitored within acceptable parameters; where necessary, take appropriate remedial action..

iii. CEO and Senior Management
The CEO and Senior management have ensured that Development Bank have a strong risk management culture with
well-written policies, manuals and guidelines. Senior management review and reinforce the risk management system.

iv. Risk Department
Risk Department has responsibility for high level Bank policy and procedures exposures including setting standards
and reporting significant Risks and Corporate Governance issues to Senior management and BOD.

v. Internal Audit and Compliance Department
Audit Department reviews the implementation and adherence to the policy as part of its audit activities. It also works
with the businesses and functions to prepare high-level risk maps to help identify and manage all aspects of risk,
including Operational Risk and to help determine their Audit strategy.

Compliance Department of the Development Bank plays the vital roles on compliance of regulatory requirements.
Internal policies, procedures and guidelines are closely monitored by the compliance of respective departments along
with the compliance department.

5.11 Credit Risk

Credit Risk is the risk of loss of principal or loss of a financial reward stemming from a borrower's failure to repay a loan or
otherwise meet a contractual obligation. The Credit Risk Monitoring and Reporting Framework have been prepared in order
to mitigate/minimize the credit risk of the Development Bank through appropriate monitoring and reporting framework
established within the Development Bank.

Credit Policy established framework for making investment and lending decisions and reflect the Development Bank's
tolerance for the credit risk. The Development Bank's Credit Policies are stated and defined in the Credit Policies Guidelines
(CPG). The CPG states and defines the Development Bank's rules and policies related to the Development Bank's lending
activities, reflecting the Development Bank's credit philosophy and culture. The CPG are updated at regular interval to
reflect changes in the economic outlook and evolution of the Development Bank's loan portfolio.
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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.

Credit Risk Management is ultimately the responsibility of the Board of Directors. Hence Overall strategy as well as
significant policies has to be reviewed by the board regularly. Further, Senior Management is responsible for implementing
the Development Bank's credit risk management strategies and policies and ensuring that procedures are put in place to
manage and control credit risk and the quality of credit portfolio in accordance with these policies.

5.1.2 Market Risk

Market risk is defined as the risk of losses resulting from movements in market prices that adversely affect the value of on-
and off-balance-sheet positions of financial institutions. It is the risk to a Development Bank resulting from movements in
market prices, in particular, changes in interest rates, foreign exchange rates and equity and commodity prices.

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 have interest rate risk measurement systems that assess the effects of rate changes
on both earnings and economic values of Assets.

5.1.3 Operational Risk
Operational risk is the risk of loss resulting from inadequate or failed internal process, people and system or from external
events.

Measuring the size and scope of a Development Bank's risk exposures is an integral part of risk management process.
Development Bank has placed a process for regular monitoring and reporting of operational risk profiles and material
exposures to losses. It offers the advantages of quickly detecting and correcting deficiencies in the policies, processes
and procedures for managing operational risk

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.

5.1.4 Liquidity Risk

Liquidity risk is the risk that a financial institution loses its ability to fund its assets or to meet its obligations as they
come due without incurring unacceptable cost or losses. Furthermore, Liquidity risk is the risk to an institution's financial
condition or safety and soundness arising from its inability (whether real or perceived) to meet its contractual obligations.
Development Bank has Assets Liability Committee (ALCQO) for managing overall liguidity 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 a
regular 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.

5.2. Capital Management
i. Qualitative Disclosure
The Development Bank has formulated and implemented the "Internal Capital Adequacy Assessment Process 2019"
which has been approved by the Board of Directors.

“ICAAP Policy 2019" provides the guidelines for the preparation of “Internal Capital Adequacy Assessment Process
(ICAAP)" which set methodologies, techniques and procedures to assess the Capital adequacy requirements in relation
to the Development Bank's risk profile and effectiveness of its risk management, control environment and strategic
planning.
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The Development Bank has set the Internal Capital Adequacy Assessment Process (ICAAP) with the following
fundamental purposes.

Development of policy, practice, process and plan to meet the regulatory and economic capital under the BASEL-III
Capital frameworks.

- Strengthen the governance and organizational effectiveness around risk and capital management.
Inform the board about the ongoing assessment of Development Bank's risk profile, mitigation technique being
applied and estimated future capital requirement of the Development Bank.
Bring transparency on the capital assessment process by understanding the key drivers of capital requirement
including oversight for reviewing and validating capital requirements.
Communicate and justify the regulatory authority about the procedure and methodology adopted for ICAAP based
on present and future risk profile of the Development Bank.

- Support opportunities to identify sub-optimal usage of capital across the organization.
Create the foundation and basis to have an informed view on capital requirements to state the Development Bank's
position on capital adequacy against regulatory capital requirements.
Ensuring the management exercises sound judgment and set adequate required capital for material risk according
with the overall risk.

Board and management shall jointly ensure that formality and sophistication of the risk management processes
are appropriate in light of the Development Bank's risk profile and business plan and shall put in place credible and
consistent policies and procedures to identify measure and report all material risks that the Development Bank faces.
Board shall ensure that the Policy Framework is comprehensive for key business and support functions, and establish
a method for monitoring compliance of the same.

The Development Bank has followed Stress Testing Guidelines issued by the central bank in order to assess vulnerability
of the Development Bank under various stress situations typically, application of “what if" scenarios, especially in the
problematic identification of low frequency but high severity events and identifying expected and unexpected losses.
It focuses on capturing the impact of large, but still plausible events and understanding the overall risk profile in a
coherent and consistent framework, including impact analysis on earnings, solvency and liquidity.

Board shall be primarily responsible for ensuring the current and future capital needs of the Development Bank in
relation to strategic objectives. Management shall review and understand the nature and level of various risks that the
Development Bank is confronting in the course of different business activities and how this risk relates to capital levels
and accordingly implement sound risk management framewaork specifying control measures to tackle each risk factor.
Board shall ensure that the ICAAP does not become mere compliance activity only but ensure its integration into
ongoing operations and planning.
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Paid Up Capital

The structure of the Share Capital of the Development Bank is as Follow:

- Authorized capital of NPR 5,000,000,000 represented by 50,000,000 ordinary share of NPR 100 each.

- Issue Capital as of date of financial position is NPR 3,623,678,162 ordinary Share represented by 3,623,678,162 of
NPR 100 each

- Paid up Capital as of date of Financial Position is NPR 3,623,678,162 ordinary Share represented by 3,623,678,162
of NPR 100 each.

Particulars | Fiscal Year | Paid up Capital

Share Capital Up to 2073/74 2,008,878,469
Right Share issue 2074/75 140,755,300
Right Share issue through auction 2074/75 23,648,800
Right Share issue through auction 2075/76 36483644
Bonus Share of 2074/75 & 2075/76 2076/77 506,545,416
Bonus Share of 2076/77 2077/78 190,141,821
Bonus Share of 2077/78 2078/79 377,838,961
Bonus Share of 2078/79 2079/80 98,528,775
Bonus Share of 2079/80 2080/81 135,312,851
Bonus Share of 2080/81 2081/82 105,544,024
Total Share Capital 2081/82 3,623,678,162

Regulatory Minimum paid up capital requirement

For the national level development bank, regulatory required minimum capital is NPR 2,500,000,000 paid up
capital of the Development Bank stood at Rs 3,623,678,162 against the minimum required capital.

ii. Quantitative Disclosure
1. Capital Structure and Capital Adequacy

A.Tier 1 Capital and a Breakdown of its components;

[ SN Partioves | Amountin000

1. Paid up Equity Share Capital 3623678
2 Share Premium -
3 Proposed Bonus Equity Shares -
4 Statutory General Reserves 1,191,816
5 Retained Earnings 184,366
6 Un-audited current year cumulative profit/(loss) -
7 Other Free Reserve 250,000
8 Less: Deferred Tax Assets -
S Less: Investment in equity of institutions with financial interests (80,000)
10 Less: Investment in equity of institutions in excess of limits -
M Less: Purchase of land & building in excess of limit and unutilized (5046)

Total Tier 1 Capital 5164,815
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B.Tier2 Capitalandits Components
Amount NPR. "000"

1. General loan loss provision 591,726
2 Exchange Equalization Reserve 1312
3 Investment Adjustment Reserve 40,000
4 Accrued Interest Receivable on pass loan included in Regulatory Reserve 175,874
5 Interest Capitalized Reserve included in Regulatory Reserve 19,429
6 Subordinated Term Debt 999,027

Total Tier 2 Capital 1,824,016

C. Details of Subordinated Term Debt
The Development Bank has issued 11% LBBL Debenture as part of its capital fund.

D. Deductions from Capital

The Development Bank has issued 11% LBBL Debenture as part of its capital fund.
Investment in the equity of institutions with financial interest has been deducted from the Tier-I capital.
Purchase of Land and building in excess of limit and unutilized has been deducted from the Tier-I capital.

E. Total qualifying capital

1

. Core Capital 5164815
2. Supplementary Capital 1,824,016
Total Capital Fund 6,988,831

F. Capital Adequacy Ratio

Csh. | Patoas | Ppouemin

1 Tier 1to Risk Weighted Exposure 10.02%
2. Total Capital to Risk Weighted Exposure 13.56%

G. Summary of adequacy of its capital to support current and future activities, if applicable:
Development Bank’s current paid up capital amounts to Rs 3.624 Billion. The Development Bank complies with
the Capital Increment plan of NRB. The overall strategy of the Development Bank has been formulated with the
special consideration to the capital adequacy requirement according to BASEL-III.

H. Summary of the terms, conditions and main features of all capital instruments, especially in case of subordinated
term debts including hybrid capital instruments.

Face value RS. 1,000 per unit
Maturity period 10 year
Interest rate 1%

No of unit issued 1,000,000
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2. RISK EXPOSURES

A. Risk Weighted Exposures for Credit Risk, Market Risk and Operational Risk

SN. Particulars

Amount in '000

i. Risk Weighted Exposure for Credit Risk 47338,092
ii. Risk Weighted Exposure for Operational Risk 2,679,862
. Risk Weighted Exposure for Market Risk 4,851

Adjustments under Pillar Il

Add: 3% of the total RWE due to non compliance to Disclosure Requirement (6.4 a 10)

Add: Overall risk management policies and precedures are not satisfactory. Add 3% of RWE 1,500,684
Total Risk Weighted Exposures (After Bank's adjustments of Pillar I1) 51,523,489
B. Risk Weighted Exposures for Credit Risk under each of 11 categories of Credit Risk;
Particulars | Amount in ‘000 | RWE in '000
1 Claims on Government and Central Bank 13,296,640 -
2 Claims on Other Official Entities - -
3 Claims on Banks 364,034 632,807
4 Claims on Domestic Corporates and Securities Firms 12,246,306 12,246,306
5 Claims on Regulatory Retail Portfolio 14,003,355 10,502,516
6 Claims Secured by Residential Properties 7,252,291 4,539,788
7 Claims Secured by Commercial Real Estate 746,431 746,431
8 Past Due Claims 3,166,978 4,750,468
9 High Risk Claims 6,844,742 8,882,879
10 Other Assets 4,814,652.16 403177798
M Off Balance Sheet Items 3,268,451 1,005,120
Total 68,803,882 47,338,092
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C. Total Risk Weighted Exposure Calculation Table
i. Risk Weighted Exposure for Credit Risk

Amount in '000

. A . Risk
A. Balance Sheet Exposures Book Value Spes:lflc el Net Value R'.Sk Weighted
Provision CRM Weight E
Xposures
Cash Balance 654,663 654,663 0% -
Balance With Nepal Rastra Bank 2,745,538 2,745,538 0% -
Gold - 0% -
Investment in Nepalese Government Securities 7,349,334 7349,334 0% -
All Claims on Government of Nepal 171934 17193 0% -
Investment in Nepal Rastra Bank securities 3184,5750 3184,575 0% -
All claims on Nepal Rastra Bank - 0% -
Claims on Foreign Government and Central Bank - 0% -
(ECA0-1)
Claims on Foreign Government and Central Bank - - 20% -
(ECA-2)
Claims on Foreign Government and Central Bank - - 50% -
(ECA-3)
Claims on Foreign Government and Central Bank - -| 100% -
(ECA-4-6)
Claims on Foreign Government and Central Bank - -1 150% -
(ECA-7)
Claims On BIS, IMF, ECB, EC and MDB's - 0% -
recognized by the 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 (ECA7) - -| 150% -
Claims on domestic banks that meet capital 3164,034.4 - - 364,034 20% 632,807
adequacy requirements
Claims on domestic banks that do not meet capital - -| 100% -
adequacy requirements
Claims on foreign bank (ECA Rating 0-1) - - 20% -
Claims on foreign bank (ECA Rating 2) - - 50% -
Claims on foreign bank (ECA Rating 3-6) - -| 100% -
Claims on foreign bank (ECA Rating 7) - - 150% -
Claims on foreign bank incorporated in SAARC - - 20% -
region and China operating with a buffer of
1% above their respective regulatory capital
requirement
Claims on Domestic Corporates - - 50% -
(Credit rating score equivalent to AAA)
Claims on Domestic Corporates - - 70% -
(Credit rating score equivalent to AA+ to AA-)
Claims on Domestic Corporates - - 80% -
(Credit rating score equivalent to A+ to A-)
Claims on Domestic Corporates - -| 100% -
(Credit rating score equivalent to BBB+ & below)
Claims on Domestic Corporates (Unrated) 12,494,559.7 - 248,254 12,246,306 | 100% 12,246,306
Claims on Foreign Corporates (ECA 0-1) - - -1 20% -
Claims on Foreign Corporates (ECA 2) - - -| 50% -
Claims on Foreign Corporates (ECA 3-6) - - - 100% -
Claims on Foreign Corporates (ECA 7) - - - 150% -
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Regulatory Retail Portfolio (Not Overdue) 14,613,495 -| 6101401 14,003,355 75% | 10502516
Claims fulfilling all criterion of regularity retail - - - 100% -
except granularity

Claims secured by residential properties 6,781,259 - - 6,781,259 60% 4,068,755
Claims not fully secured by residential properties - - - 150% -
Claims secured by residential properties (Qverdue) 605,854 134,822 - 471,032 100% 471032
Claims secured by Commercial real estate 746,431 - - 746,431 100% 746431
Past due claims (except for claims secured by 5,083,681 1,914,653 2,050 3,166,978 150% 4750468
residential properties)

High Risk claims 3,444,294 - 217606 3,226,688 150% 4,840,032
Real Estate loans for land acquisition and 1699171 - - 1699171 125% 2123964
development (Other than mentioned in Capital

Adequacy framework 2015-point 3.3()(1)(k))

Lending against Shares 1,918,883 - 1,918,883 100% 1918883
Lending against securities (bonds) - - - 100% -
Trust Receipt Loans for Trading Firms - - - 120% -
Real Estate loans for land acquisition and development (For - - - 120% -
institutions/projects registred/licensed and approved by

Government of Nepal for land acquisition and

development purposes) 1289857 - 1,289,857 100% 1289857
Personal Hirepurchase/Personal Auto Loans 511,708 - - 511,708 100% 511708
Investments in equity and other capital instruments of 809,265 - 809,265 100% 809,265
institutions listed in stock exchange

Investments in equity and other capital instruments of 3450 - 3450 150% 5175
institutions not listed in the stock exchange

Staff loan secured by residential property 58814 58814 50% 29407
Interest Receivable/claim on government securities 100,501 100,501 0% -
Cash in transit and other cash items in the process of 35 35 20% 7
collection

Other Assets (as per attachment) 3844338 2457978 - 1,386,360 100% 1,386,360
TOTAL (A) 71120,933 4,507452 | 1,078,050 65,535,431 46,332,972
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Eligible
CRM

Net Value

Risk

Weight

Risk
Weighted
Exposures

Revocable Commitments - - 0%

Bills Under Collection - - 0%

Forward Exchange Contract Liabilities - - - 10%

LC Commitments With Original Maturity - - - 20%

Upto 6 months domestic counterparty

Foreign counterparty (ECA Rating 0-1) - - -1 20%

Foreign counterparty (ECA Rating 2) - - -1 50%

Foreign counterparty (ECA Rating 3-6) - - - | 100%

Foreign counterparty (ECA Rating 7) - - - 150%

LC Commitments With Original Maturity Over - - -1 50%

6 months domestic counterparty

Foreign counterparty (ECA Rating 0-1) - - -1 20%

Foreign counterparty (ECA Rating 2) - - -1 50%

Foreign counterparty (ECA Rating 3-6) - - - | 100%

Foreign counterparty (ECA Rating 7) - - - 150%

Bid Bond, Performance Bond and Counter 223,601 60,260 163340 | 40% 65336
guarantee domestic counterparty

Foreign counterparty (ECA Rating 0-1) - - -1 20%

Foreign counterparty (ECA Rating 2) - - -1 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 - - -| 100%

Securities as collateral

Repurchase Agreements, Assets sale with - - -| 20%

recourse

Advance Payment Guarantee - - -| 100% -
Financial Guarantee - - -| 100%

Acceptances and Endorsements - - -| 100%

Unpaid portion of Partly paid shares and - - -| 100%

Securities

Irrevocable Credit commitments (short term) 2562419 -1 2562419 | 20% 512484
Irrevocable Credit commitments (long term) 230,783 - 230,783 | 50% 115,391
Claims on foreign bank incorporated in - - - -| 50% -
SAARC region operating with a buffer of 1%

above

their respective regulatory capital - -| 20%

requirement

Other Contingent Liabilities 311,909 - 311909 | 100% 311,909
Unpaid Guarantee Claims - - - | 200%

Total (B) 3328712 - 60,260 3268451 1,005,120
Total RWE for credit Risk Before 74449645 | 4507452 | 1138311| 68,803,882 47,338,092
Adjustment (A) +(B)

Adjustments under Pillar Il

Answer the question SRP 6.4a (3) in SRP sheet

Answer the question SRP 6.4a (4] in SRP sheet -

Total RWE for Credit Risk after Bank's 74449645 | 4507452 | 1138311| 68,803,882 | - 47,338,092

adjustments under Pillar 11
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ii. Risk Weighted Exposure for Market Risk

Currency

INR

Open Position (FCY)

SE]

16

Exchange Rate | Open Position (NPR)

158

(Amount in '000)

Relevant Open Position
158

usD

72

1376

9,904

9,904

GBP

0

18419

7

7

EUR

2

15977

362

362

THB

CHF

AUD

8376

CAD

SGD

JPY

092

HKD

DKK

SEK

SAR

QAR

AED

3739

MYR

KRW

CNY

KWD

BHD

(a) Total Open Position

10,673

10,673

(b) Fixed Percentage

5%

(c) Capital Charge for Market Risk (=axb)

534

(d) Risk Weight (reciprocal of capital requirement of 11%) in times

(e) Equivalent Risk Weight Exposure (=cxd)

4,851
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iii. Risk Weighted Exposure for Operational Risk »
(Amount in '000)

Particulars 2078/79 2079/80 2080/81
Net Interest Income 1,576,257 1,843,792 1,754,828
Commission and Discount Income 162,103 165,682 208155
Other Operating Income 50,358 48,569 85,068
Exchange Fluctuation Income 707 617 151
Addition/Deduction in Interest Suspense during the period

Gross income (a) 1,789,425 2,058,660 2,048,202
Alfa (b) 15% 15% 15%
Fixed Percentage of Gross Income [c=(axb]] 268414 308,799 307230
Capital Requirement for operational risk (d) (average of ¢} 294,814

Risk Weight (reciprocal of capital requirement of 11%) in times (e 9

Equivalent Risk Weight Exposure [f=(dxe]] 2,679,862

D. Details of Non- Performing Assets

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

Non-Performing Loans | Gross Amount | Loss Provision
a | Restructured and rescheduled 4,225.26 52816
b | Sub-Standard 264,082.30 66,020.57
c | Doubtful 341,562.35 170,78117
d |Loss 1,730,129.56 1,730129.56
Total 2,339,999.47 1,967,459.47

5.3. Classification of Financial assets and Financial Liabilities

Fair Value Fair Value
through through Other

As at 32nd Ashad 2082 Amortized Cost

Profit or Comprehensive
Loss Income

Financial Assets

Cash and Cash Equivalents - - 3,382,802,508 3,382,802,508
Due from Nepal Rastra Bank - - 2,745,537810 2,745,537810
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 435,726,548 435,726,548
Loans and Advances to Customers - - 47067103,294 47,067103,294
Investment Securities - 1714112541 10,634,410,480 12,348,523,021
Other Assets - - 240647036 240,647036
Total Financial Assets - 1,714112,541 64,506,227,676 66,220,340,216
Financial Liabilities

Due to Bank and Financial Institutions - - 424,499,392 424,499,392
Due to Nepal Rastra Bank - - 789,900,000 789,900,000
Deposits from Customers - - 57,594,111,700 57,594,111,700
Borrowings - - - -
Other Liabilities - - 748,229,622 748,229,622
Total Financial Liabilities - - 59,556,740,714 59,556,740,714
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Fair Value

through through Other

Profit or Comprehensive
Loss Income

Fair Value

As at 31st Ashad 2081

Amortized Cost

Financial Assets

Cash and Cash Equivalents - - 3681441274 3681441274
Due from Nepal Rastra Bank - - 3,379,607499 3,379,607499
Placement with Bank and Financial Institutions - - - -
Loans and Advances to BFls - - 2,169,643,707 2,169,643,707
Loans and Advances to Customers - - 46,247417167 46,247417167
Investment Securities - 1552127197 10,147,829174 11,699,956,371
Other Assets - - 244,222,470 244,222,470
Total Financial Assets - 1,552,127197 65,870,161,290 67,422,288,487
Financial Liabilities

Due to Bank and Financial Institutions - - 638,377,542 638,377,542
Due to Nepal Rastra Bank - - 1,042,300,000 1,042,300,000
Deposits from Customers - - 58553113478 58,553113478
Borrowings - - - -
Other Liabilities - - 802,326,532 802,326,532
Total Financial Liabilities - - 61,036,117,553 61,036,117,553

5.4. Operating Segment Information

1. General information

An operating segment is a component of the Development Bank that engages in business activities from which it may
earn revenue and incur expenses, whose operating results are regularly reviewed by the Development Bank's chief
operating decision maker and for which discrete financial information is available. The Development Bank is operated
centrally in a single jurisdictional area with all palicies and operations being controlled and directed from head office.

The Development Bank has identified its reportable segment into two i.e., Banking and Treasury & Remittance based
on its core business units which actively forms a major part of the Development Bank's revenue source and align with
its principal business objectives.

a. Banking

The loans provided to all customers are classified under Banking. The interest income and other fee incomes
generated out of such loans are revenue items of this segment. Expenses of this segment comprises of interest
expenses on deposits used for providing loans, pro-rated personnel expenses and operating expenses as well as
provision for loss created for such loans.

b. Treasury and Remittance

The balance lying with the Development Banks invested in government bonds, treasury bills, placements and shares
of other organizations come under this segment. The interest income of bonds and bills, forex gains, dividend income
are revenue items of this segment. Expenses of this segment comprises of interest expenses on deposits used for
making investments, forex losses, pro-rated personnel expenses and operating expenses as well as provision for loss
created for such investments. Remittance commission income from various agencies along with related expenses
are also the part of this segment.

c. Other Components (Unallocated)

All other revenues and expenses which cannot be classified to the above-mentioned segments fall under
this segment. The income from sale of assets, other fees and commission are revenue items of this segment.
Un-attributable personnel expenses, operating expenses and written off assets are expense items of this segment.
Business Banking, Treasury and Remittance comprise majority of Development Bank’s total revenue. Hence, these
operations are treated as reportable segments and the remaining are classified under other segment.
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2. Information about profit or loss, assets and liabilities

Particulars

Banking

Treasury and
Remittance

Other
Component
(Unallocated)

a. | Revenues from external customers 4,995,324,420 547214311 | 93,462,871 5636,001,602
b. | Inter Segment revenues -
c. | NetRevenue 4,995,324,420 547214311 | 93,462,871 5,636,001,602
d. | Interest revenue 5079,227786 | 536,979,505 - 5616,207,291
e. | Interest expense 3,732,578,635 - 32577492 3,765156,127
f. | Netinterest revenue 1346649151 | 536,979,505 | -32,577492 1,851,051164
g. | Depreciation and amortization 106,406,662 10,846,408 1,879,426 119132,496
h. | Segment profit /(loss) 63273709 | 466987679 | 37818679 568,080,067
i. | Entity's interestin the profit or loss of - - - -
associates accounted for using equity method
j. | Other material non-cash items - - - -
k. | Impairment of assets - - - -
l. | Segment assets 52,760,964,859 | 14,824,357790 | 399,888,717 | 67985211366
m. | Segment liabilities 60,114,189,373 - | 865250676 | 60,979,440,048
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3. MEASUREMENT OF OPERATING SEGMENT
PROFIT OR LOSS, ASSETS AND LIABILITIES

(a) Segment Assets and Liability Explanation
Business Banking includes all Loan and advances provided to the customer and Bank and Financial Institution,
Investment properties (related to NBA) and other assets are allocated on the basis of gross revenue generated by
each reportable segment. Segment Liabilities of Banking includes deposit from customer and BFIS and other liability
allocated on the basis of revenue generating ration of each segment.

Treasury segment assets includes Balance with NRB/other FI, Interbank Placements, investment in securities and
other organized institutions' shares, whereas segment liabilities comprise, due from central bank and so on which are
related to treasury functions.

All other unallocated assets and liabilities have been presented under Others Segment consisting; but not limited to
Share capital, reserve, retained earnings, property and equipment, intangible assets, investment properties, tax assets
and liabilities, cash and cash equivalents.

(b) Segment Profit or Loss Explanation
Interest income on business banking includes interest income from total loan portfolio and Interest expenses includes
interest expenses on deposit portfolio.

Interest income on Treasury and remittance includes interest income from the development bond and call deposit
on BFls, Interest expenses includes Interest expenses on borrowing from central bank and interbank borrowing/
placements.

Loan administration fee and service fee and their related expenses included in Business Banking Segment. All other
fee/revenue from external customers not falling under above two segments are included on other segment.

(c) Basis of accounting for any transactions between reportable segments.
There is no any identifiable inter-segment revenue in absence of transfer pricing policy in the Development
Bank.

(d) Nature of any differences between the measurements of the reportable segments

profits or losses and the entity's profit or loss before income tax.
Not Applicable

(e) Nature of any differences between the measurements of the reportable segments

assets and the entity's asset.
Not Applicable

(f) Nature and effect of any asymmetrical allocations to reportable segments.Not Applicable

(f) Nature and effect of any asymmetrical allocations to reportable segments.
The income. expense, asset and liabilities that are not identifiable to particular segment have been allocated on the
basis of gross revenue of the segment.
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Reconciliations of reportable segment revenues, profit or loss, assets and liabilities

a. Revenue | Amount

Total revenues for reportable segments 5,838,710,911
Other revenues 8949761
Elimination of intersegment revenues -
Entity’s revenues 5,928,208,523
b. Profit or loss | Amount

Total profit or loss for reportable segments 441,543,093
Other profit or loss -
Elimination of intersegment profits -
Unallocated amounts: 34,508,168
Profit before income tax 476,051,261
c. Assets | Amount

Total assets for reportable segments 67,491,910,335
Other assets -
Unallocated amounts 372,608,901
Entity’s assets 67,864,520,235
d. Liabilities | Amount

Total liabilities for reportable segments 60,113,088,239
Other liabilities -
Unallocated liabilities 859,352,895
Entity’s liabilities 60,972,441133
Information about products and services
Gross Revenue from each type of product and services

Revenue | Amount (Rs.)

Interest Income on Overdraft Loan 1,072,675,596
Interest Income on Demand Loan 318,471,785
Interest Income on Term Loan 2,251105,400
Interest Income on Home Loan 872,845,728
Interest Income on Educational Loan 3,094,826
Interest Income in Auto and Hire Purchase Loan 117,055,061
Interest Income on Other loan Product 425,266,342
Fees and Commission-Banking 211,739,201
Other Writeback and Non Operating-Banking 2,096,686
Treasury and Remittance

Interest Income in Development Bond 455,553,530
Interest Income in Call Deposit and Placement 91,660,780
Other Revenue from Treasury Function 6,035,571
Other unallocated Income 100,608,017
Total 5,928,208,523
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(g) Information about geographical areas
Total Revenue on the basis of geographical areas

Areas | Amount
(a.) Domestic
Koshi 747654,922
Madhesh 660,495,201
Bagmati 3,575,396,886
Gandaki 520608169
Lumbini 286,063,508
Karnali 30,524,571
Sudurpaschim 107,465,265
Total 5,928,208,523

(h)Information about major customers
No revenue from a single customer accounted for more than 10 % during the reporting period.

5.5. Share options and share based payment

Share options and share-based payment transactions are financial arrangements that involve the exchange of goods
or services for equity instruments. These transactions are governed by NFRS 2, which requires entities to recognize
share-based payment transactions in their financial statements. The Bank does not have a policy for share options to
its employees. Similarly, during the reporting period the Bank has not made any payments or settlements by issuing new
shares.

5.6. Contingent liabilities and commitment

The details amount regarding contingent liabilities and commitments have been disclosed under 4.28. In case of Good
for payment cheque of Kuleshwor Branch, the Development Bank has settled the 60 of the amount as per the separate
agreement with the Cheque holder. Remaining 40 amount will be paid only after the recovery from the offender. Hence,
there is no any probable additional liability of the Development Bank till date. Among the Cheque holder, Chandragiri Bachat
Tatha Rin Sahakari Sanstha Limited and Nayapati Bachat Tatha Rin Sahakari Sanstha Limited have filed the case at
Honorable Kathmandu District Court by claiming the remaining 40 amount. The Development Bank has filed for suspension
of case filed by the plaintiff at Honorable Kathmandu District Court which was registered in the court on 2074.04.29 and
the Honorable Kathmandu District Court has pass verdict of suspension of the case till the verdict of another case filed by
Government of Nepal at Honorable Supreme Court.

The Prabhu Bank (Former: Bhaivab Finance Limited) has filed the case at Honorable Kathmandu District Court by claiming
the amount Rs Two Crore which was supposed to be deposited but not accounted at Kuleshwor Branch of the Development
Bank. The amount is related to the Good for Payment cheque and the Development Bank is in legal proceeding for the same
in the supreme court too. Any probable additional liability could not be established till the date of Financial Statements.

The Prabhu Bank (Former: Bhaivab Finance Limited ) has filed the case at Honorable Kathmandu District Court by claiming
the amount Rs Two Crore which was supposed to be deposited but not accounted at Kuleshwor Branch of the Development
Bank. The amount is related to the Good for Payment cheque and the Development Bank is in legal proceeding for the same
in the supreme court too. Any probable additional liability could not be established till the date of Financial Statements.

5.7. Related Party Disclosures
a. Entity Relationships

Relationship | Related Parties | % Holding
Muktinath Capital Limited (Former :Vibor Capital Limited) 19.75%

Associates | Nadep Laghubitta Bittiya Sanstha Limited 10.00%
Deprosc Laghubitta Bittiya Sanstha Limited 12.76%

b. Those charges with governance
Those charged with governance of the Development Bank include members of Board of directors namely:

Name | Designation

Mr. Chintamani Bhattarai Chairman

Mr. Prajan Pradhan Director

Mr. Ram Chandra Sigdel Director

Mr. Ganesh Raj Regmi Director

Mr. Arjun Thapa Director

Mr. Keshav Khatiwada Director

Mr. Jaya Dev Shrestha Director (Independent)
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c. Key Management Personnel (excluding Directors)

Name | Designation

Mr. Naresh Singh Bohra Chief Executive Officer
Mr. Umesh Regmi Deputy Chief Executive Officer
Mr. Suman Acharya Deputy Chief Executive Officer

d. Transactions with related parties

Related Party Nature of transactions 2081/82 2080/81
Meeting Allowances 2,019,000 2,063,000
Those Charged with
Governance Telephone and Newspaper other| 3038173 | 2,864,613
expenses
Travelling Expenses 439,786 437074
Chief Executive Officer Short term employee benefits 13,309,555 | 12,490,928
Key Management Personnel
(excluding CEQ and Directors) Short term employee benefits 14225225 | 12075817
. T . Registrar to Share and share
Muktinath Capital Limited (Associates) related other Expenses 633,380 461,620

5.8.Merger and Acquisition
The Development Bank has not entered into any merger or acquisition for the fiscal year ended on 32nd Ashad 2082.

5.9. Additional disclosure of non-consolidated entities
There are no such entities which are required to be consolidated but not done during the year.

5.10. Events after reporting date

There have been no material events after the reporting period affecting the financial status of the Bank as on Ashad end,
2082. The Development 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 disclosed in the notes with possible financial impact, to the extent
ascertainable.

There are no material events that have occurred subsequent to Ashad End 2082 till the signing of this financial statement
on 2082/09/07.
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6. OTHER EXPLANATORY NOTES

6.1. Reserves & Surplus

Statutory General Reserve

General Reserve maintained pertains to the regulatory requirement of the Bank and Financial Institutions
Act, 2073. There is a regulatory requirement to set aside 20 % of the net profit to the general reserve until
the reserve is twice the paid up capital and thereafter minimum 10 percentage of the net profit.

During the year the Development Bank has transferred Rs 49,024,421 to the statutory general reserve.

Particulars | Amount (Rs)

Opening Reserve in Shrawan 12081 1142,791,858
Transfer during the year 49,024,421
Total Reserve in Ashad End 2082 1,191,816,280

Exchange equalization Reserve

Exchange equalization is maintained as per requirement of Nepal Rastra Bank Unified Directive. There is
a regulatory requirement to set aside 25 % of the foreign exchange revaluation gain on the translation of
foreign currency to the reporting currency. The reserve is the accumulation of such gains over the years.

During the year, bank has transferred Rs. 82,260 to this reserve as there is revaluation gain in the reporting
period.

Particulars | Amount (Rs)

Opening Reserve in Shrwan 12081 1,229,664
Transfer during the year 82,260
Total Reserve in Ashad End 2082 1,311,923

Corporate Social Responsibility Reserve

As per the NRB Directives on Corporate Social Responsibility, the Development Bank has allocated 1 % of
the net profit of current fiscal year for CSR activities. The total amount of corporate social responsibility
reserve is NPR 13,420,669 and NPR 12,923,955 respectively for current year and previous year.

Particulars | 208182 |  2080/81

Opening as on Shrawan 1 12,923,955 10,899,727
Addition during the year 2411064 5436,676
CSR expense during the year (from CSR reserve) (1,914,350) (3.412,449)
Closing as on Ashad End 13,420,669 12,923,955

Regulatory Reserve

As per the NRB Directive 4/081 Clause (4), the bank is required to credit an amount equal to the adjustments
made as per NFRS while preparing Opening Statement of Financial Position and NFRS compliant financial
statements of succeeding years to the Regulatory Reserve. The amount shall be transferred from Retained
Earning to the Regulatory Reserve through the Statement of Changes in Equity. Accordingly, the bank has

credited the following amounts During the FY 2081-82.

Particulars

As at 31st
Ashad 2081

Transfer
(reversal) to
Reserve-2082

As at 32nd
Ashad 2082

s fegesss e[t | asssono| asenasa|  znasien
'Lj”e"gfetg‘a‘;rgnpgggﬁsc'iﬂgeTtai{ sccumulated 101513092 8918919 | 11043201
Deferred Tax Assets-Addition/(Reversal) 37931186 4,750,746 42681932
Fair Value Loss in Investment in Equity/(Reversal) - -
Actuarial Loss (Through Profit or Loss Account ) - -
Other Regulatory Adjustment 19,428,596 19,428,596
Total 425,770,788 375,853,170

18" ANNUAL REPORT [2024/2025

176



Toaa [ §db 1.

et it et RREAR FEAT
Lumbini Bikas Bank Ltd. %

The movement on regulatory reserve over the reporting period including previous fiscal years disclosed in
the “Changes in Regulatory Reserve" as a part of Financial Statements.

The description of each items of regulatory reserve created as per NRB Directive 4(4)/2081 is as below:

a. Accrued Interest
Interest income recognized in statement of Profit or Loss account on accrual basis and interest income
booked from interest receivable of restructure loan has been transferred to Regulatory Reserve (net of staff
Bonus, Tax, CSR and general reserve) from retained earnings. However, interest income of NPR 26,936,874
recovered up to 15th of Shrawan, 2082 has not been transferred to regulatory reserve as per the NRB
directive 4(4)(b)/2081.

Total regulatory reserve of Rs 203,310,630 has been created for the interest income recognized on accrual
Basis (net of Bonus,Tax CSR and general reserve) up to the reporting period.

b. Investment Properties (Non-Banking Assets)
Regulatory reserve on Non-Banking Assets (net of Bonus, Tax, CSR and general reserve) has been created
as per NRB directives 4(4)(b)(d)/2081.

Regulatory reserve of NPR 110,432,011 has been created up to FY 2081/82.

c. Deferred Tax Assets
As per NRB Directives 4(4)(b)(e)/2087, regulatory reserve shall be created from retained earnings for the
amount equal to Deferred Tax Assets. Bank has Deferred Tax Liability (after netting off Deferred Tax Assets)
in statement of financial Position.

Bank has created regulatory reserve of Rs 42,681,932 up to Ashad end 2082 for the amount equal to
deferred tax assets charged through Profit or Loss Account, though Development Bank has Deferred Tax
Liability in the Statement of Financial Position of Ashad end 2082.

d. FairValue Loss on Investment
Bank has fair value gain in overall equity investment portfolio of the Bank. So bank has not created any
regulatory reserve against fair value loss on investment.

e. Other Reserve
Regulatory reserve of NPR 19,428,596 created for the capitalization of interest of Loan of B&C Medical
College.

v. Investment Adjustment Reserve
As per the NRB directives, Investment adjustment reserve shall be created against the unquoted share investment if
they did not get listed within 3 years of investment date. However, in case of holding of more than S0 percentages in
entities which don't require to get listed and investment in Karja Suchana Kendra, Nepal Clearing House Ltd, National
Banking Institute, Nepal Electronic Payment System(NEPS), Nepal Stock Exchange, such adjustment reserve need
not to be created.

Bank has investment in unlisted share of Karja Suchana Kendra, Nepal Clearing House Ltd (After merger of Nepal
Electronic Payment System, Nepal Stock Exchange and Muktinath Capital Limited upto the reporting period.

In compliance of the directives, bank has created investment adjustment reserve on investment (only unlisted/
unquoted for three years from the date of investment) of Muktinath Capital Limited as following:

Date of Investment Entity | Investment Adjustment Reserve
2010/07/09 Muktinath Capital Ltd. (former: Vibor Capital Ltd.) 40,000,000
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vi. Fair Value Reserve
Fair Value Reserve of the Bank includes Fair Value Gain on Investment in Equity through OCI (net of deferred
Tax Liability) up to Ashad end 2082.

Bank has fair value reserve (net of deferred tax liability) of Rs 685,918,018 up to Ashad end 2082.

Particulars | Amount (Rs)
Opening Reserve in Shrawan 12081 602,251,045
Additional Reserve (net of deferred Tax) 83,666,973
Total Reserve in Ashad End 2082 685,918,018

vii. Staff Training Development Fund
As perthe NRB Directives 2087, 6 (8), the Development Bank shall spend 3 percentage of the total Personnel
expenses (Salary & Allowances) of preceding year ie Rs 9,976,310 on Staff training and development.
Further if such amount could not be spent, short amount shall be credited to Staff training and development
fund which shall be spent in the next year. Bank has spent Rs 8,538,629 as expenses under staff training
and development during the FY 2081/82. Hence, the Development Bank has credited Rs 1,437,680 to Staff
training and development fund during the year.

Particulars | Amount (Rs)
Opening Reserve in Shrawan 12081 5893725
Transferred to reserve during the year 9,976,310
Expenses on staff Training during the year (8,538,629
Total Staff Training Fund in Ashad End 2082 7,331,406

viii. Actuarial Gain (Loss)
Development Bank has actuarial gain on valuation of Defined Benefit Obligation (gratuity of staff) of Rs
1,792,591 (net of Deferred Tax).

Particulars | Amount (Rs)
Opening Reserve in Shrawan 12081 1,792,591
Additional Reserve (net of deferred Tax) 600,790
Total Reserve in Ashad End 2082 2,393,381

ix. Other Reserve:
a. Reserve on Investment in Associates (using equity method):
Bank has opted the valuation of investment in associated using equity method. The movement of reserve
on investment in Associates calculated using equity method has been recognized through OCl in the
reporting period. The details of Reserve in Associates using equity Method is presented as below:

Name of Associates Cost of Equitg'VaIue of Rgserve on Investment
Investment (a) | Associates (b) in Associates (c=b-c)

Deprosc Laghubitta Bittiya Sanstha Ltd. 46,485,168 497971654 451,486,486
NADEP laghubittta Bittiya Sanstha Ltd. 32,000,000 80,673,095 48,673,095
Muktinath Capital Limited 80,000,000 90,355,368 10,355,368
Total (d) 158,485,168 669,000,116 510,514,948
Reserve up to Previous Year [e) 494,508,703
Reserve for this Year (f=e-d) 16,006,245

The reserve for the reporting period of NPR 16,006,245 has been recognized through OCI and total reserve
on investment in associates is included in the Other Reserve of (Annexure: 4.27) of Financial Statements.

b. Other Reserve: Rs 5,475,000

Bank has other reserve of Rs 5,475,000 carried forward since 20711 from former Vibor Bikas bank Limited (merged
institutions of Lumbini Bikas Bank). Bank has not treated this reserve as free reserve and shall not be availed for
distribution unless otherwise specific purpose is justified/ascertained with proper documentary evidences.
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6.2.Impairment
As per the Carve out notice issued by ICAN, the Development Bank has measured impairment loss on loans and
advances as the higher of amount derived as per norms prescribed by Nepal Rastra Bank for loan loss provision and
amount determined as per paragraph 63 of NAS 39.

Particulars | 2081/82 | 2080/81

As per NRB Directive No. 2 2,648,454,151 1,869,701,749

As per NFRS:9 2,091,228,394 206,004,622
Collective Impairment 1,704,663,805 195182,059
Individual Impairment 386,564,589 10,822,563

Higher of NRB Directive and NFRS 9 2,648,454151 1,869,701,749

6.3.Investment Properties/Non-Banking Assets
Non-Banking Assets has been shown under the investment Properties. It has been recognized at Cost Less
Accumulated Depreciation (aggregated with the accumulated impairment losses). Details of the Investment properties
(at cost) are as follow:

Name Of Borrower

Date of Assuming

Non-Banking Assets

As at

32nd Ashad

2082

As at
31st Ashad
2081

Binod Shrestha 2070.03.31 8,800,000 8,800,000
Champadevi Foothill Resort Pvt. Ltd. 2070.03.30 25,876,500 25,876,500
Madhukar Yak Thumba 2072.03.24 - -
Satya Suppliers 2075.09.26 - -
Kripa Jewellers 207712.31 8,351,000 8,351,000
Munna General Store 20781210 743,000 743,000
Dipak Bishwokarma 2079.03.07 3,717000 3,717000
Nepal Radio Paging Pvt. Ltd. 2079.04.09 - -
New Shoe Collection 2080.02.02 24,812,000 24,812,000
Krishna Bahadur Ghalan Lama 2080.02.05 - 1,268,287
Pratik Kharid Bikri Kendra 2080.02.05 - 4139,010
Roshan Traders & Suppliers 2080.03.21 3,485,000 9,485,000
Biki Scrap Center 12/09/2023 & 30,897,000 30,897,000
16/07/2023

Upendra Prasad Chaudhary Kalwar

Rasuwa Distillery & Fruits Industries Pvt Ltd 2080.03.31 - -
L.LIT. Educational Consult And Training Center 2080.03.31 6,757950 6,757,950
Tamu Nirman Sewa Tatha Engineering 2080.03.31 22,957,000 24,957,000
Shubham Itta Udhyog 2080.05.26 5,714,000 5,714,000
Ram Bahadur Khadka 2080.06.25 1,614,374 1,614,374
Sharada Thapa 2080.0713 3,002,526 3,002,526
Indrapuri Construction Pvt Ltd 2080.08.05 15,709,206
Milly Jully English Boarding School 2080.08.07 24,044,491
Kulbahadur Bishokarma 2080.08.05 2,741,581

Peshal Dahal 2080.08.05 3,736,288

Krishna Jewellers 2080.08.05 13,161,000

S. K. Bag Udhyog 2080.08.07 2,640,000

R. N. Suppliers 7/16/2023 4,724,000 4,724,000
Menuka Pradhan Karki 4/9/2025 3,900,000

Rahman Emporium 4/12/2025 4192,000

Om Shiva And Sneha Traders Pvt Ltd 4/30/2025 7,262,000

Phulmaya Thokar 6/2/2025 1,302,383

Jogindra And Puja Suppliers 6/29/2025 4,452,000

Rupa Devi Rauniyar 7/9/2025 9,191,000

Niraj Chaudhary 7/11/2025 6,032,973

Jhapendra Mani Chaudhary 7/11/2025 6,074,289

Muskan Krishi Tatha Pashu Farm 7/15/2025 5473,508

Yuv Raj Pokhrel 7/16/2025 1,960,000

Total 223,570,372 | 204,612,345

6.4.0ther Non-Banking Assets
Non-Banking Assets (other than land and properties) has been shown under the Other Non-Banking Assets. The
Development Bank don't own any other non-banking Assets in the reporting period.
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6.5. Loan Written off
Bank has written off loan (principal and interest) amount with the approval from the board of directors guided by the
internal policy and NRB directives of the Bank. Bank has written off Rs 110,122,880.10 as principal loan amount and
Rs 108,324,604.35 as accrued interest during the year. The list of written off loan has been approved and verified/
certified as a part of the financial statements.

FY 2081-82
Borrower Name
Principal written off Interest written off
KALPANA BK. 16,133.86 32,321.94
BIMALA KARKI 951583.64 135,636.19
RAMITA STHAPIT 61,529.61 82934.56
FUL MAYA BASNET 35903.76 43,829.32
CHANDRA KALA BHATTARAI 44,599.50 58,25175
BODH KUMARI SUBEDI 229,034.77 349,785.24
KEBAL KUMARI SUNUWAR 27837775 470,187.58
KALPANA RANA 15,826.57 4417048
KIRAN KUMARI DEV 74,257.02 103,584.05
SUSHILA SHRESTHA 6263842 75144.28
SUNITA RANA NAGARKOT] 81,360.92 118,232.38
SHREEJANA RAJAK 75,233.24 102,317.21
BISHNU KHATRI 26,972.86 28,678.04
MADHURI SHAH 21,324.37 12,085.23
SHRADDHA TANDUKAR 99,736.00 133,300.50
NITA SHAHI 30,76213 4513112
NIRMALA KUMARI PAHADI 16,413.06 12,053.62
RENUKA KHATRI 37488.69 46/404.27
USHA DEVI ADHIKARI 45.164.79 6247946
CHANDRA MAYA PULAMI 42411.07 51,049.83
SHANTI DHAKAL 2553216 27503.02
SHANTA DHAKAL 17111.00 319.09
KRIPU ACHARYA UPADHAYAY 53,845.58 71,329.20
SHARDA SHRESTHA 5393762 69,186.24
MADHU MAYA THAPA 5736318 72,5043
FUL MAYA GURUNG 55,663.98 81703.22
JAISUL KHATUN 254,202.79 118,698.19
BANGLAMUKHI CONSTRUCTION AND SUPPIL 505,000.00 2,362,96144
APSARA KHATRI 22,566.79 55,619.20
BIMALA MAHARJAN SUWAL 11,184.66 42,478.99
DURGA SHAHI 5,895.38 3998794
GAYATRI RANJITAKAR 4,303.20 97152.41
HIMAL DEVI SHRESTHA (PRADHAN) 10,34345 87363.59
I[ECHAYA SHAHI KHADGI 744973 91,996.07
INDIRA SHARMA 24251 9305913
JAYANTI SHAKYA 12,248.27 70,087.95
MUNU THAPA 10,205.33 85,928.81
NANU SHRESHTA 24,28749 58,570.03
NIRU MAHARJAN 12,489.28 64,824.77
PHUL MAYA TAMANG 8,355.35 71592.55
RAMILA DAMAI 9,862.93 100,254.51
RENU THAPA 9,404.71 74,039.68
RINA CHAULAGAIN 5,256.93 91593.82
SABINA SHAKYA 3445.80 107405.30
SABITRIK.C 1294376 14,863.19
SANGEETA LEKALI KARKI 14,807.03 77829.89
SAPNA KHATRI 11,936.20 79,335.36
SARITA SHRESTHA 5279.04 9354734
SHUSILA UPRETI 812.64 26,817.41
SOMA SHRESTHA 569615 87439.23
SUMITRA KHADKI 2172241 73,012.97
YOGESWORI SINGH 12,802.53 93436.40
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TIKA KUMARI THAPA 8,666.82 28445.22
SUNITATAMANG LAMA 34170 8767733
TARA KUMARI RAI 9,939.85 18,311.61
KALPANA THAPA MAGAR 12,726.29 32,069.05
SHANTA ADHIKARI 9807144 12,548.76
NIRMALA KHADGI 13,882.69 23132.50
SAPANA SHRESTHA KHADGI 14,382.17 2545749
BIRDA SINGH GURUNG 2,000.00 -
KRISHNA JEWELLERS 8,268,064.56 4,315,258.39
S.K.BAG UDHYOG 707921.38 1114,087.26
RAHMAN EMPORIUM 505,000.00 1,888,979.04
OM SHIVA AND SNEHATRADERS PVT LTD 600,000.00 2,239,584.57
BABLI DEVI MANDAL 125,793.40 92114.69
RAMRATAN PRASAD NISHAD 505,000.00 300,860.99
JOGINDRA AND PUJA SUPPLIERS 584,966.00 2,080,125.77
ELECTROCOM AND RESEARCH CENTER PL 93,707,229.06 85,698,40210
RUPA DEVI RAUNIYAR 505,000.00 1,954,895.62
NEUPANE PUJA SAMAGREE 505,000.00 717650.86
MUSKAN KRISHI TATHA PASHU FARM 698,845.10 936,030.85
KAMALESH SAHANI 194,917.03 36,561.85
D L DESIGNER PRINT SUPPORT 505,000.00 132,391.28
Total 110,122,880.10 108,324,604.35

6.6.Deferred Tax Asset/Liabilities
Deferred Tax Asset/Liabilities are those assets and liabilities that arise due to temporary differences arising out of
accounting and tax base of assets and liabilities. Details of such is presented as:

Particulars / Items Amount(Bs) | ToxBaseRe) | bRy | rred Tox Lisbiite)
Tangible and Intangible Assets 308025234 | 240257209 68,768,025 (20,630,407)
Provision for Gratuity (115,055,672) -| (15,055,672 34,516,688
Provision for Leave (41,333,084) -| (41,333,084) 12,399,925
Right of Use Assets (ROU Assets) 321,831,090 - 321,831,090 (96,549,327)
Lease Liability (376,483,512) -| (376,483,512) 112,945,054
a. Deferred Tax Assets (recognized through P/L) 42,681,932
Investment in Securities 1,714112,541 734,229658 | 979,882,883 (293,964,865)
Actuarial Gain/Loss 3419116 - 3419116 (1,025,735)
b. Deferred Tax Liability (recognized through OCI) (294,990,600)
Deferred Tax (Liability)/Assets (a+b) (252,308,668)

Deferred Tax Liability (net of Deferred Tax Assets) has been presented in the Statement of Financial Position at the end
of the reporting period.

6.7. Accrued Interest income

Interest income is recognized at a rate that approximates the effective interest rate for financial assets measured
at amortized cost, financial assets with interest classified as at fair value through other comprehensive income and
financial assets designated at fair value through profit or loss. The Bank estimates that the costs of applying the
effective interest method will exceed the benefits of applying the method. The effective interest rate is the rate that
exactly matches the estimated future cash receipts or payments to the net carrying amount of the financial asset or
financial liability over the estimated life of the financial instrument or, where appropriate, a shorter period.

Interest income is recognized on Expected Credit Loss method as per NFRS 9, in accordance to Guidance Note on
Interest Income Recognition 2025 issued by NRB.

As per Guidance Note on Interest Income Recognition 2025 issued by NRB, Interest Income for various stage of
Financial Assets is recognized as mentioned under:
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Particulars | Basis for Income Recognition
Stage of Financial Assets Based on coupon interest rate on principal outstanding for all financial assets
(accrual basis)
Stage 1 Based on coupon interest rate on principal outstanding for all financial assets

(accrual basis)

Stage 2 Based on cash basis approach (incremental)

Stage 3 or Purchased or Originated | Coupon interest rate applied on principal outstanding
Credit Impaired Financial Assets

And the Development bank has adopted this method to recognize interest income for the Reporting Period.
Details of Accrued Interest Income are as follows:

Particulars | 208182 | 2080/81
Accrued Interest Receivable 919,147,486 926,139,971
Interest Suspended/Not recognized (483,710250) | (338,371,282)
Recovered Up to 15th Shrawan 2082/ Shrawan End 2081 (26,936,874) (119,170,859)
Total Accrued Interest Recognized 408,500,362 471,260,848
Accrued Interest Income up to Previous Year 536,262,634 399,146,064
Accrued Interest Income recognized this year (127,762,272) 72114,784

Details of Quarterly Interest Income booked by the Bank:

Quarter | Amount in NPR
Ist Quarter 1,573,086,915
2nd Quarter 1,405,708,515
3rd Quarter 1,271,539,068
4th Quarter 1,372133,723

6.8. Amortization of Staff Loan
The Development Bank has recognized the staff loan at amortized cost. The details of staff loan presented at amortized
cost are as follow.

Particulars | 2081/82 | 2080/81

Book Value of Staff Loan 72116,844.34 90,343,200

Prepaid Expenditure 2,749,223.82 2,660,579

Amortized Cost of Staff Loan 69,367,620.52 87,682,621
6.9.Earnings Per Share

The Development 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.

Particulars | 2081/82 | 2080/81 | 2079/80(Restated)

Earning Attributable to Equity Holder 241106426 543667622 497672518
Weighted Number of Equity Share 36,236,782 35181,341 3,518,134138
Basic Earnings Per Share 6.65 1545 1471
Diluted Earnings Per Share 6.65 15.45 1415

6.10. Proposed Distribution (Cash Dividend and Bonus Share)
The Board of directors in its 514th meeting dated 2082.09.07 has passed a resolution recommending for not
distributing bonus shares (stock dividend) and cash dividend from available Free Reserve after approval from Nepal
Rastra Bank and 18th Annual General Meeting of the Bank.

Amount NPR
Particulars | 2081/82 | 2080/81
Cash Dividend* - 140,725,365.51
Bonus Share (Stock Dividend) - 105,544,02413
Total - 246,269,389.64

“Including cash dividend
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6.11. Unclaimed Dividend

At the reporting date, unclaimed dividend over the years are as follows:

Particulars | As at 32nd Ashad 2082 | As at 31st Ashad 2081

Unclaimed Dividend for more than 5 years 34,354,736 4675178
Not Collected up to S years 91,382,360 101,454,148
Total 125,737,096 106,129,326

6.12.Interest Capitalization
As per the Nepal Rastra Bank Directives 2(43)/2081, the interest accrued on moratorium period of Loan provided to
National Priorities sector like Hydro Electricity project is allowed to capitalize during the Period with prior approval from
the Nepal Rastra Bank. The Development Bank has not capitalized interest & as per the directives/circular issued from
Nepal Rastra Bank on time to time.

6.13. Non-Performing Assets
The Development Bank’s non-performing assets ratio stood at 4.71% as at Ashad end 2082. The total non-performing
assets as at Ashad end 2082 is NPR 2,339,999,470.

Change
Particulars This Year Previous Year
Amount %
Performing loans 47306479667 47,861,764,460 (555,284,793) -116%
Non-Performing Loans (NPL) 2,339,999,470 1,746,883,836 593,115,634 33.95%
Restructured/rescheduled 4,225,261 - 4,225,261 100.00%
Substandard 264,082,296 619,197,399 (355,115,103) -57.35%
Doubtful 341,562,349 465,610,785 (124,048,436) -26.64%
Loss 1,730,129,564 662,075,652 1,068,053912 161.32%
Gross Loans & Advances 49,646,479137 49,608,648,296 37,830,841 0.08%

Particulars

Loans & Advances and Bills
Purchased

As at 32nd
Ashad 2082

6.14. Concentration of Deposits, Loans & Advances and Contingents

Deposits & Borrowings

As at 31st As at 32nd As at 31st
Ashad 2081 Ashad 2082 Ashad 2081

Total Amount Outstanding 49,646,479137 | 49,608,648,296 | 59,808,511,092** | 61233,791020**
Highest Exposure of Single Unit 909,524,558 924,020,602 2,201,272122 1588451208
Concentration of exposure 1.83 1.86 368 2.59
Concentration of exposure 1.85% 1.36% 2.55% 315%

** Including Debenture Rs. One Billion.

For the calculation of concentration, loans and advances is total loans extended to the customers except staff loans
and interest accruals on loans and the deposits is total deposits from the customers excluding interest payables.
Single Obligor Limit and Sector-wise Limit (Directive No. 3) for both funded and non-funded are within the limit as

prescribed by NRB directives.
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As on Quarter Ended 32nd Ashad 2082 (16th July 2025)

Figures in NPR

Particulars This Quarter Ending Immediate ?Li\gic;gz]Year Ending
Assets
Cash and cash equivalent 3,381,852,159 3681441274
Due from Nepal Rastra Bank 2,745,537810 3,379,607499
Placement with Bank and Financial Institutions - -
Derivative financial instruments - -
Other trading assets - -
Loan and advances to B/Fls 435,692,104 2,169,643,707
Loans and advances to customers 47131,413,600 46,247417167
Investment securities 12,341,023,150 11,699,956,371
Current tax assets 131,643,808 63171646
Investment in susidiaries - -
Investment in associates 631,964,100 652,993,871
Investment property 222,922,449 203,964,421
Property and equipment 668133214 697,305,325
Goodwill and Intangible assets 10,594,067 6,067004
Deferred tax assets - -
Other assets 284,043,765 286,029,167
Total Assets 67,984,820,220 69,087,597,452

Particulars

This Quarter Ending

Immediate Previous Year
Ending (Audited)

Due to Bank and Financial Institutions 424,499,392 638,377,542
Due to Nepal Rastra Bank 789,900,000 1,042,300,000
Derivative financial instruments - -
Deposits from customers 57594111700 58,553113478
Borrowing - -
Current Tax Liabilities - -
Provisions - -
Deferred tax liabilities 254,551971 220,944,658
Other liabilities 885,411,390 893,062,791
Debt securities issued 1,052,350,630 1,052,390,630
Subordinated Liabilities - -
Total liabilities 61,000,865,083 62,400,189,100
Equity

Share capital 3623678162 3,518134138
Share premium - -
Retained earnings 297,070,852 311,636,886
Reserves 3,063,206,124 2,857637,329
Total equity attributable to equity holders 6,983,955,138 6,687408,352
Non-controlling interest - -
Total equity 6,983,955,138 6,687,408,352
Total liabilities and equity 67,984,820,220 69,087,597,452
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Condensed Statement of Profit or Loss (Unaudited)

For the Quarter Ended 32nd Ashad 2082 (16th July 2025)

Particulars

Figures in NPR

This Quarter

Upto This

This Quarter

Upto This

Quarter (YTD)

Quarter (YTD)

Interest income 1340192979 | 5,590,527477 1,756,613191 6,895,264,085
Interest expense 839,483,841 3733140457 1,230,952,149 5140,436,535
Net interest income 500,709,138 | 1,857,387,020 493,501,378 1,754,827,550
Fee and commission income 42,862,288 216,321,834 53,051,983 208155475
Fee and commission expense 2,864,336 10,521,732 3,792,585 11,315,950
Net interest, fee and commission income 540,707,091| 2,063,187122 536,994,853 1,951,667,075
Net trading income 13,983 86,219 1734 27,388
Other operating income 42,833,728 90,107,749 65,841,986 85191636
Total operating income 583,554,802 | 2153,381,090 540,165,471 2,036,886,099
Impairment charge/(reversal) for loans and other losses (269,205,785)| 679,688,548 (25,828,693) 235,830,167
Net operating income 852,760,587 | 1473692542 449,695,562 1,801,055932
Operating expense

Personnel expenses 169,962,877 459,160,018 154,141,582 510,166,387
Other operating expenses 98,529,581 290,622,664 93,679,024 207,949,898
Depreciation & Amortisation 13170,602 52011973 13,550,051 108,645,260
Operating Profit 571,097,527 671,897,887 222,006,169 974,294,387
Non operating income 87120 583,135 200,000 1,710,000
Non operating expense 97,931,751 110,122,880 15,495,496 24,246,944
Profit before income tax 473,252,897 562,358,141 210,783142 951,757443
Income tax expense 143,151,607 182,473,283 128,311,893 408,089,821
Current Tax 143,151,607 182,473,283 128,311,893 405,110,001
Deferred Tax - - - 2,979,819
Profit for the period 330,101,290 | 379,884,859 144,330,942 543,667,622
Earnings per share

Basic earnings per share 6.65 1545
Diluted earnings per share 6.65 1545

Statement of Other Comprehensive Income
For the Quarter Ended 32nd Ashad 2082 (16th July 2025)

Figuresin NPR

Particulars
This Quarter QuLeJ]Fr);EngiTSD] This Quarter QUL;E;EngiTSD]
Profit for the year 330,101,290 379,884,859 261,614,807 543667622
Other comprehensive income, net of income tax
a) ltems that will not be reclassified to Profit or loss
Gains/ ggsastef;ir from Investments i equity instruments 101721711 112024376 122137483 31958116

- Gains/(losses) on revaluation

- Actuarial gains/(losses) on defined benefit plans (1,364,551

- Income tax relating to above items (30,516,333) (33,607,313) (36,641,245) (9178,070)
;I;tﬁ(:t:ﬁ;:ts)mprehensive income that will not be reclassified to 71,204,778 78,417,063 85,496,238 21,415,496
b) Items that are or may be reclassified to profit or loss

- Gains/(losses) on cash flow hedge - - - -

- Exchange gains/(losses) (arising from trasalating financial . B B B

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 _ B B _
to profit or loss
:]sspt::r:q%fifsl;?;tcho;\jprehensive income of associate accounted 51451988 (21,029.771) B 57,486,430
Other comprehensive income for the period, net of income tax 122,656,766 57,387,292 85,496,238 78,901,926
Total comprehensive income for the year 452,758,056 437,272,151 347,111,045 622,569,548
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